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9293 HARDING AVENUE
SURFSIDE, FLORIDA 33154
(305) 861-4863 » FAX; (305) 861-1302
WWW. TOWNOFSURFSIDEFL.GOV

February 23, 2012

Chairman Michael Feldman and
Board Members
Retirement Plan for Employees of the
Town of Surfside
Surfside, Florida 33154

We are pleased to submit to you a copy of the Comprehensive Annual Financial
Report {CAFR) for the Town of Surfside Retirement Plan for Employees of the Town
for the fiscal years ended September 30, 2011, and 2010. This report is a full
and complete disclosure of the structure and financial status of the Plan. It
has been prepared by the Town’s Finance Department in accordance with accounting
principles generally accepted in the United States of America established by the
Governmental Accounting Standards Board (GASB). Town management is responsible
for the accuracy of the data and the completeness and fairness of its
presentation including all disclosures.

The CAFR is divided into five sectionsg. These sections are described below:

Introductory Section - includes this Letter of Transmittal, which includes a
description of the Plan’s administrative structure, a summary of major Plan
Provisiong and a listing of the Board members (Trustees), and Pension
Consultants.

Financial SBection - includes the independent auditor’s report, Management's
Discussion and Analysis, financial statements for the Plan and certain required
supplementary information related to the Plan.

The Management'’s Discussion and Analysis (MD&A) (starting on page 5) summarizes
the Statement of Plan Net Assets and Statements of Changes in Plan Net Agsets and
reviews the changes from the beginning to the end of the current year to the two
prior years. The actual financial statements (in detail) are presented omn pages
9 and 10. Also, presgented in the MD&A on page 7 is a discussion of the funding
status and a schedule of the Funded Progress Ratio showing the five previous
vears.

Investment Section - includes the investment activity report, a summary of
investment policies, and reports related to investment performance and various
other investment related schedules of the Plan.

Actuarial Section - contains the consulting actuary’s Certification Letter as
well as the results of the annual actuarial valuation report for the Plan.

Statistical Section - includes trend information that is considered statistical
and/or financial in nature.

Plan History and Description
The Retirement FPlan was established by a Town Ordinance approved by the

Commission and hecame effective January 1, 1962. The benefit provisions,
amendments thereto, and all other requirements are established by Town Ordinance.



The Plan is a contributory defined benefit single-employer retirement plan
covering substantially all employees of the Town of Surfside.

The employee contributions originally were established at 5% with a benefit
rate of 1-2/3% of average final compensation multiplied by the number of years
of service. The maximum benefit allowable was established as 60%. Effective
January 1, 1980, members had the option to increase their contributions to 7%
of compensation to receive increased benefits. All employees hired subsequent
to January 1, 1980, had the irrevocable option to contribute either 5% or 7%.
For members who elected to contribute 7% the benefit rate was increased to 2%
of the average final compensation multiplied by the number of years of service
after January 1, 1980.

Effective July 1, 1996, employees were given the option to increase their
contributions to 8%. For all members who elected to increase their
contribution rate to 8% the benefit rate was increased to 2-1/2% for all
service rendered after July 1, 19%6.

Employee contributions were reduced to 6% for all employees previously
contributing 7% or 8% effective February 1, 2003. The accrual rate was
increased to 2.5% for all creditable service rendered after that date.
Employees previously contributing 5% were given the one-time option to
continue contributing at the 5% rate with an accrual benefit of 2%.

The maximum benefit allowable foxr general employees is 60% of the average
final compensation {the average of five years for General Employees},
Effective Octcber 1, 2006, the maximum benefit allowable for Police Officers
wag increased to 90% of the average final compensation (the average of three
years for all Police Officers). Police officers contribute at the rate of 8%
of pensionable wages with a benefit accrual rate of 3.5% effective October 1,
2006.

Vesting in the employer contributions and earnings begins after achieving five
years of credited service at 50% with 10% vesting for each additicnal year
until reaching 1060% vesting upon attaining ten years of credited service for
all general employees. Effective October 1, 2007, the Plan was amended whersby
Polige Officers are 100% vested after five years of credited service.

If a member terminates employment prior to attaining wvesting rights, the
member receives a refund of contributions plus interest at the rate of 4% per
annum.

The Town established a Deferred Retirement Option Progrxram (DROP} foxr Police
Officers and dispatchers only. Eligibhility is the attainment of normal
retirement date with a2 maximum period of participation in the DROP of five
years, An employee’s account in the DROP program is to be credited with
interest based upon the actual Fund investment return. No payment may be made
from the DROP until the employee actually separates from service from the
Towrn.

The Town’s funding policy provides for annual actuarially determined periodic
contributions at rates that, for individual employees along with the
employees’ contributions, increase gradually over time so that sufficient
assets will be available to pay benefits when due.

The Plan provides for a 1.5% automatic annual cost of living benefit increase
for all current and future retirees, disableds, beneficiaries, and wvested
terminated members who have been retired at least one yerar.

Normal retirement for memberxrs who are sworn Police Officers is upon the
completion of twenty years of creditable service and the attainment of age
fifty-two or upon the completion of twenty-five years of creditable service.

21l other members may retire at the age of sixty-two with 15 years of service,
or at age 65 and the completion of ten years of creditable service.

Eligibility for early retirement 1s the earlier of age 55 and 15 years of
creditable service or 20 years of creditable service regardless of age.
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Disability Benefits

Members who become totally disabled as a direct result of performance of
service to the Town shall receive benefits at the rate of 75% (if injury) or
45% if the disability is nmot the direct result of physical injury, at the rate
of pay in effect on the date of the disability payable for life or until
recovery.

Change in the Tax Treatment of Employee Contributions

The Town Commission pasgsed an Ordinance, which became effective January 1,
2009, to change the tax treatment of employee contributions from post-tax to
pre-tax contributions.

Plan Administration

The ?Plan is a single employer defined benefit plan covering substantially all
employees of the Town of Surfside. The administration and responsibility
functions for the Plan are vested with the Pension Board of Trustees. The
Penzion Board includes two Town residents who are appointed by the Town
Commission, the Town Manager, one member of the Police Department who is
elected by that department, and one general employee who is elected by the
general employees. One of the members appointed by the Town Commigsion serves
as the Chairman of this Board of Trustees.

The Board has a fiduciary respongibility to the Plan and its participants and,
as such must exercise prudent judgment in its oversight and administration of
the Trusgt Fund.

The Pension Board of Trustees meets at leasgt guarterly with its Performance
Measurement Consultant, and the Investment Manager. Additionally, the Board
employs an enrolled Actuarial Consultant (the “Actuary”) to perform the annual
actuarial wvaluation of the Plan to determine the funded gtatus, current
funding regquirementg and to monitor trends related to assumptions,
expectations, and actual results.

The Actuary pregents the Actuarial Valuation to the Board of Trustees on an
amnual basis.

Beard Action

During the year, the Fension Board closely monitored the portfoiic performance
and targeted asset allocations. The Board reviews the Investment Policy on
a periodic basis to determine the propriety of the asset aliocations. The
Board approved an Investment Policy which became effective January 1, 2010.
This investment policy increased the allowable investments percentage in
equities from fifty percent (50%) at cost to sixth-five percent ({65%) at
market value. The balance is to be maintained in cash, mutual funds, and
bonds .

FINANMCIAL INFORMATION
Controls

In developing and evaluating the Plan’s accounting system, consideration is
given to the adequacy of intermal accounting controls. Internal accounting
controlg are designed to provide reasonable, but not absolute, agsurance
regarding the following:

. safequarding of assets against loss from unauthorized use or
dispositicn; and,
. Reliability and adequacy of the accounting records.

The concept of reasonable assurance recognizes that the cost of controls
should not exceed the benefits likely to be derived. Reasconable agsurance
also recognizes that valuation of costs and benefits requires estimates and
judgments by management.
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All internal control evaluations occur within the above framework. The Plan’s
intermnal accounting controls adeguately safeguard assets and provide assurance
that financial transactions are properly recorded.

Assets, liabilities, revenues, and expenses are recorded using the accrual
basis wmethod of accounting. Revenues and expenses are recorded when earned
or incurred, zregardless of collection or disbursement. The Plan is
actuarially evaluated using the entry age normal method.

Revenues and Expenses

Revenues essential to the sound funding of the Plan are from contributions and

net investment earnings. Contributions are made to the Plan from the
following:
Budgeted Town Funds - which are based on the actuarially determined

rates in accordance with Florida Statutes (F.S8.) Chapter 112,

Active Plan Participant Contributions - For the yvear ended September 30,
2011, the general employeegs contributed at the rates of 6%, of
pensionable salary (or 5% for those who were grandfathered in at that
rate}. Police Cfficers contributed at the rate of 8% in accordance with
the Police bargaining contract.

The Plan experienced actuarial losses of $821,095 (20.3%) and $749,919
(18.7%} for the years ended September 30, 2011 and 2010, respectively.

Market Smoothing

The Board, as recommended by the consultants, adopted a market smoothing
approach for actuarial asset valuation purposes. This approach spreads
cyclical market variations over a rolling five-year period. This method of
market asset valuation is known as the five-year smoothed market actuarial
method.

Variations in investment return on an actuarial baszsis from year to year
reflect investment gains and losses and the effects of market smoothing.
Therefore, annual fluctuations in investment return as used in the Actuary’s
annual funding c¢alculations, are not necessarily indicative of good or poor
investment results for the current peried.

INVESTMENTS

The respongibility of oversight of Plan investments and policy-making
decisions is given to the Trustees of the Retirement Plan. The Board meets
guarterly to evaluate the fund’s investment performance in aggregate and at
the fund manager detail level. With the support of the custodian and the
performance measurement consultant the Board will review the Investment Policy
periodically, establish the proper asset allocation mix for the Plan, and set
performance objectives and specific investment guidelines for the investment
manager based on State Statutes and policy regtrictionsg. The Board monitors
and evaluates risk and volatility associated with the invesgtments based on
performance benchmark expectations, policy limitations regarding standard
deviation, and sector diversification.

OTHER INFORMATICON
Independent Audit
Florida Statutes reguire an annual independent audit of the Plan‘s financial
statements. A.M. dJones, C.P.A., P.A. performed an audit on the £inancial

statements, and has issued an ungualified opinion. Please refer to the
auditor’s report on page 1.
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Professional Servicas

Professional consultants are appointed by the Pension Board to perform
professional services considered essential to the effective and efficient
operation of the Plan. The letter from the Actuary is included in this report.

The type of consultants appointed and their respective expenses are listed on
page 21 of this CAFR.

Acknowledgments
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Roger M. Carlton Maytg/D. Gamiotea,
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AM. JONES, C.P.A,, P.A,

certified public accountants Alyce M. Jones, C.P.A., P.E.S.

— — —— — ————

3471 North Powerline Road, Pompano Beach, FL 33069 Broward: 954-973-3421 + Dade: 305-948-5608 + FAX: 954-968-8215

Report of Independent Certified Public Accountants

Members of the Pension Board of Trustees
Retirement Plan for Emplovees of the
Town of Surfside, Florida

We have audited the accompanying Statements of Plan Net Assets of the Retirement
Plan for Employees of the Town of Surfside as of September 30, 2011 and 2010,and
the related Statements of Changes in Plan Net Assets for the years then ended.
These financial statements are the responsibility of the Retirement Plan's
management. Qur responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. AaAn audit includes examining, on a test basis, evidence
supporting the amountse and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

As digcussed in Note 1, the financial statements present only the Retirement Fund
and do not purport to, and do not, present fairly the financial position of the
Town of Surfside as of September 30, 2011, and 2010, and the changes in its
financial position for the years then ended, in conformity with accounting
principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all.
material respects, the net assets held in trust for pension benefits of the Town
of Surfgide, Florida, Retirement Plan for Employees of the Town of Surfside as of
September 30, 2011 and 2010, and the changes in plan net assets for the years then
ended in confermity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we also have issued our report
dated February 23, 2012, on our consideration of the Town of Surfside, Florida,
Retirement Plan for Employees of the Town of Surfside’s internal control over
financial reporting and on our tests of its compliance with certain provisions of
lawg, regulations, contracts, grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and ghould be considered in assessing the
results of our audits.

1
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Management’s discugsion and analysis and the schedules of funding progress and
employer contributions, and notes to the trend data, listed under required
supplementary information in the table of contents, are not a required part of the
basic financial statements, but are supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was made for the purpose of forming an opinion on the accompanying
financial statements that collectively comprise the Retirement Fund’s basic
financial statements referred to above. The introductory section, supporting
achedules, and the investment, actuarial, and statistical sections listed in the
accompanying table of contents, are presented for purposes of additional analyais
and are not a required part of the basic financial statements. The introductory
section, supporting schedules, and the investment section, actuarial section, and
statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we expresgs no opinion
on them.

5. %CM/A

A.M. Jones, C.P.A., P.A.
Pompano Beach, Florida
February 23, 2012
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Report of Independent Certified Public Accountants on
Internal Control Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements

Performed in Accordance with Govermment Auditing Standards

Chairman Michael Feldman and

Board Members

Retirement Plan for Employees of the
Town of Burfside

Surfside, Florida 33154

We have audited the statement of plan net assets of the Town of Surfside,
Florida Retirement Plan for Employees of the Town of Surfside (the Pension
Plan) and the related statement of changes in plan net assets as of and
for the plan year ended September 30, 2011, and have issued our report
thereon dated February 23, 2012. We conducted our audit in accordance with
auditing standards generally accepted in the United States and the

standards applicable to financial audits contained in Government Auditing
Standaords, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Pengion Fund’s
internal control over financial reporting as a basis for designing our
auditing procedures ifor the purpose oi expressing cur opinion on the
finmancial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Pension Fund’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness
of the Pension Fund’s intermal control over financial reporting.

A control deficiency exists when the design or operation of a control does
not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect misstatements on a timely
basis. A significant deficiency is a control deficiency or combination
of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably
in accordance with generally accepted accounting principles, such that
there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be
prrevented or detected by the entity’s internal control.

A material weakness is a significant deficiency or combination of
significant deficiencies, that results in more than a remote likelihood
that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the
limited purpose described in the first paragraph of this section and would
not necessarily identify all deficienciee in internal control that might
be significant deficiencies or material weaknesses. We did not identify
any deficiencies in internal control over financial reporting that we
consider Lo be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Pension
rund’s financial gtatements are free of material misstatement, we
performed tesgtg of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of the
financial statements amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tTests
disclosed no instances of noncompliance or other matters that are
regquired to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Pension
Board, management and the Auditor General, State of Florida, and ig not
intended to be and should not be used by anyone other than these
specified parties.

om0 0

A.M. Jones, C.P.A.
Pompano Beach, Florlda
February 23, 2012
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MANACEMENT’ § DISCUSSION AND ANALYSIS
{Unaudited)

This discussion and analysis of the Retirement Plan for Employees of the Town of
gurfside provides an overview of the fimancial activities and funding conditions
for the fiscal years ended September 30, 2011 and 2010. Please review this
discussion and analysis in conjunction with the transmittal letter {see pages 1
through v and the financial statements which begin on page 9.

FINANCIAL HIGHLIGHTS

The Plan‘s net assets held in trust for. pension benefits decreased by $187,940
from 510,643,601 for the year ended September 30, 2010 to 10,455,661 for the
year ended September 30, 2011, (a decrease of 1.77% over the prior year} as a
regult of the current year’s activities.

The required contribution from the Town for the year ended September 30, 2011,
increased by $72,044 to §625,963, a 13.0% increase. Employee contributions
increased by $3,881 to $284,950, a increasec of 1.4%. The total net increase in
the Town and emplovee contributions was $75,925 or 9.09%. '

The Plan’s investments experienced a net investment loss for the fiscal year
ended September 30, 2011, of $338,591 compared with the net investment income of
$753,346 for the fiscal year ended September 30, 2010.

Benefit payments for the year ended September 30, 2011, increased to $580,747 an
increase of $6,626 or 1.12% over the prior year.

PLAN HIGHLIGHTS

During the fiscal year ended September 30, 2011, the total Plan investments
reported a loss of 2,8%, net of management fees, and trading costs. The best
performing asset category was the ICC bonds with a net positive return of 6.0%.
The total Plan performance trailed the Hybrid Benchmark (index), which is the
gtandard & Poors and Barclays Capital Aggregate indices combined. The index
reported a 1.0% gain. The Actuarial Assumption investment rate of return is
7.5%. The investment performance in the equity markets under management for
fiscal year ended September 30, 2011, was a negative 8.35% return compared with
the index gain of 1.15%. The bond market experienced a 5.91% gain compared with
the index of 5.26%.

The equity performance for equities under management for the fiscal ended
September 30, 2010, was & return of 8.16% compared with the index of 10.16%.  The
fixed income performance for the fiscal year ended September 30, 2010, was 7.03%
compared with the Benchmark index performance of 8.16%. (Refer to the Investment
Section for more information).

The Actuarial Value of Assets as of the October 1, 2011, Actuarial Valuation
Report was $12,487,404 with an Actuarial Accrued Liability of $13,272,023, which
resulted in an Actuarial Accrued Unfunded Liability (UARTL,Y of $£784,612. The
funded ratio as of that date was 94.1%. As of the Actuarial Report dated Cctobker
1, 2010, the funded ratio was 99.1% with the Actuarial Value of Assets of
$12,304,770, and an Unfunded Actuarial Liability of $12,414,859 for an Unfunded
Actuarial Accrued Liability of $110,0835. (Refer to the Actuarial Section for more
information) .

USING THE ANNUAL REPORT

The financial statements, which reflect the activities of the Retirement Plan,
are reported in the Statements of Plan Net Assets (see page 9). These statements
are presented on a full accrual basis and reflect all trust activities as
incurred.

A discussion of the actual components of this annual report, including the
financial statements, is presented in the transmittal letter on page 1. The table
below shows a comparative summary of Plan Net Assets:



TABLE 1
PLAN NET ASSETS
September 30

2011 2010 2008

Cash & Cash Equivalents” ] 227,811 & 379,388 3§ 296,342

Receivables and other 78,692 71,188 62,472

Investments 16,229,594 10,279,418 9,470,768

Total Assets 10,536,097 1¢,729,994 9,829,582

Liabilities 80,436 86,393 81,300
Net Assets Held in Trust for

Pension Benefits $10,455,661 $10,643,601 3 9,748,282

There was a net decrease in net assets of $187,940 for current fiscal year .
There was a net increase in net assets of $895,319 for the fiseal year ended
September 30, 2010. Both the increases and the decreases in net assets reflect
market conditions and net changes in trust activities.

CHANGES IN PLAN NET ASSETS
The table below shows a comparative summary of the changes in net assets and
reflects the activities of the trust.
TABLE 2
CHANGES IN NET ASSETS

For the fiscal years ended:

Additions: 2011 2010 2009
Contrikbutions
Employer $ 625, 963 s 553,919 & 423,747
Plan membersg 284,950 281,069 318,692
Total contributions 210,913 834,988 742,439
Investment Income
Net Income from Investing Activities (338,591} 753,346 (206,753}
Total additions (deductions) 672,322 1,588,334 535,686
Deductions:
Benefits 580,747 574,121 482,668
Refunds of ceontributions 106,499 49,843 123,009
Administrative expenses 73,0316 69,101 78,049
Total deductions 760,262 693,065 684,726
Net increase (decrease) {187,940) 895,269 (149,040)
Net Assets Held in Trust for Pension
Benefits:
Beginning of Year 10,643,601 9,748,332 9,897,372
End of Year $10,455,661 810,643,601 & 9,748,332

The benefit payments are a function of the changes in payments to retirees, their
beneficiaries (if the retiree is deceased), and, new entrants during the period.

PLAN MEMBERSHIP

The table below refiects the Plan membership as of the beginning and the ending
of the year.
TABRLE 3
CHANGES IN PLAN MEMBERSHIP
September 30

Current employees 2011 20310 Change
Vested 30 26 4
Partially vested 14 13 1
Non-vested 34 38 {4)

78 7 1

RETIREES, BENEFICIARIES, AND DISABLEDS
As of September 3¢, 2011, there were thirty-four (34) retirees, beneficiaries
and disableds receiving benefits. There were  thirty-three (33) receiving
benefits as of September 30, 2010.

As of September 30, 2011, and 201¢, there were six terminated employees entitled
to benefits, but not yet receiving them.
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FUNDING STATUS

Of primary concern to most pension plan participants is the amount of money
available to pay benefits. Higtorically, defined benefit pension plans have been
underfunded when the employer failed to make annual actuarially required
contributions to the Plan. The Town has traditionally contributed the annual
required contribution {ARC} as determined by the Plan’s Actuary. Therefore, a
net pension cbligation (NPO) has not been required for the Plan. This is due in
large part to implementation of conservative business practices and to the fund
requirements established in Florida law.

In 1968, Florida became the first state to constitutionally require Ilocal
govermnments to fund pension obligations in a reasonable and systematic manner.
Additiomally, Florida Statutes, Chapter 112 requires local pension plans to be
funded based upon actuarial wvaluations prepared in conformance to industry
standards and by enrolled actuaries. To ensure this, the State has engaged the
services of an actuary. Each actuarial report must be submitted to and accepted
by the State. State acceptance must be obtained before the actuarial report and
its proposed contribution rate is authorized for use.

For Plan funding progress, the Retirement Plan for Employees of the Town of
surfside utilizes the Entry Age Actuarial Cost Method. The Funded Ratios are
presented below.

October 1, Funded Ratio
2006 105.2%
2007 109.5%
2008 106.7%
2009 100.3%
2010 899.1%
2011 94 1%

The Actuary uses a five-year smoothed market to establish the actuarial value of
the asgets {(used to determine the funded ratio). As of September 30, 2011, and
2010 actual Market Value of the Investments and Cash Equivalents was less than
the Actuarial Value of the Assets by approximately $ 2,032 and $1.661 million,
respectively, as a result of this methodology.

ASSET ALLOCATICON

The following table indicates the actual asset allocations as of September 30,
2011 and 2010.
TABRIE 5
ASSET ATT.OCATIONS AT MARKET

September 30,

2011 2010

Cash and Cash Equivalents s 227,811 2.2% 5 379,388 3.6%
U.S5. government securities 982,237 9.4% 777,919 7.3%
U.3. government agency bonds 112,310 1.1% 255,132 2.4%
Mortgage backed securities 700,328 6.7% 669,605 6.2%
Corporate bonds 2,035,865 19.4% 1,669,268 15.7%
Municipal obligations 34,534 .3% 133,573 1.2%
Equities and mutual funds 6,364,320 60.9% 6,773,514 63.6%

510,457,405 100.0% 510,658,806 100.0%

Included in equities are mutual funds, which are mnot under the investment
management of the ICC Capital Management. These mutual funds are not subject to
the maximum sixty-five percent (65%) at market value in equities policy.



INVESTMENT ACTIVITIES

Investment income is wvital to the Plan’'s current and continued financial
stability. Therefore, the Trustees have a fiducilary zresponsibility to act
prudently and discretely when making Plan investment decisions. To assist the
Board in this area, a comprehensive formal investment policy 1s updated
periodically. The Investment Policy was amended with an effective date of January
1, 2010.

The Board and its Consultants review portfolio performance quarterly. Performance
is evaluated individually by money manager style, collectively by investment type
and for the aggregate portfolio. Investment types included domestic and
intermational equities, and fixed income.

The total fund investment performance for the investments under management for the
fiscal years ended 2011 and 2010 was approximately (1.40%)and 7.94%,
respectively. The actuarial return assumption target for the year was 7.5%.

The total increase in the fair value of the mutual funds, which are not under the
management of the investment consultant, for the year ended September 30, 2010,
was $115,476 an increase of 8.78%. During the year ended September 30, 2011, an
additional investment of approximately $975,273 was made in these funds adding to
the beginning fair value of $1,43¢,682 for a total fair value of £2,405,955. The
unrealized loss as of September 30, 2011, was $268,103 resulting in a fair value
as of September 30, 2011, of $2,137,852.

TABILE 6
INVESTMENT RETURN
September 30,
2011 2010
Rate Rate
Eaquity
Portfolic Equities (8.35%) 8.16%
S&P 500 1.15% 10.16%
Fixed Income
Portfolio 5.91% 7.03%
Benchmark objective 5.26% 8.16%
Total Fund
Portfolio (1.40%) 7.94%
Benchmark objective 3.05% 9.86%
Difference (1.65%) 1.92%)

ECCNOMIC FACTORS

One of the primary functions of the pension trust is to manage investments
prudently and effectively given various constraints.

Events surrounding the slowdown of real estate activity, increased home
foreclosures, an overall downturn in the economy has affected and will continue
to affect the Retirement Plan. With continued uncertainty in the financial
markets, the Plan is likely to experience fliuctuations in its portfolio returns
in the future.

CONTACTING THE PLAN’S FINANCIAT. MANAGEMENT

The financial report is designed to provide residents, taxpayers, plan
participants, and other interested parties with an overview of the Plan’s finances
and the prudent exercise of the Board’s oversight. If you have any questions
regarding this report or need additional financial information, please contact the
Finance Director, 9292 Harding Avenue, Surfside, Florida 23154.
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
STATEMENTS OF PLAN NET ASSETS

SEFPTEMBER 30,

ASSETS

ASSETS:
Cash and cash equivalents
Receivables -
Plan members’ contributions
Beneficiary’'s estate
Accrued invegtment income
Prepaid expenses

Investments, at fair wvalue
United States Government Securities
U.S. Government agency bonds
Mortgage backed securities
Corporate bonds
Municipal obligations
Commorn: stocks
Mutual funds - I Shares
Total investments
TOTAL ASSETS

LIABILITIES:
Accounts payable
Refunds of contributions payable
TOTAL PLAN LIABILITIES

Net assets held in trust for pension
benefits

2011 AND 2010

2011

$ 227,811

22,732
2,987
43,807

9,166

78,682

982,237
112,310
700,328
2,035,865
34,534
4,226,467
2,137,853
10,229,594
10,536,097

22,110

58,326

80,436

£10,455,661

2030

s 379,388

21,810

40,298
9,080

71,188

777,919
255,139
669,605
1,669,268
133,573
5,343,232
1,430,682
10,279,418
10,729,994

25,662

60,731

86,393

510,643,601

The accompanying notes are an integral part of these financial statements.
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RETIREMENT PLAN ¥FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
STATEMENTS OF CHANGES IN PLAN NET ASSETS

FOR THE FISCAL YEARS ENDED SEPTEMBER 30, 2011 AND 2010

2011
ADDITIONS:
Contributions
Employer 5 625,963
Plan members 284,950
Total contributions 910,913
NET INVESTMENT INCOME:
Net appreciation {depreciation} {600,172}
in fair value of investments
Interest 169,730
Dividends and other 162,504
Total investment earnings (267,938)
Less investment expenses 70,653
Net investment Income (loss) (338,591}
Total additions (deductions} 572,322
DEDUCTIONS:
Benefit payments 580,747
Refunds of contributions 106,459
Administrative expenses 73,016
Total deductions 760,262
Changes in net assets (187,940)
Net assets held in trust for
Pengion benefits:
Beginning of year 10,643,601
End of year $10,455,661

2010

5 553,919

281,069

834,988

533,529

152,822

141,131
827,482

74,136
753,346

1,588,334

574,121
49,843

69,101

693,065

895,269

9,748,332

510,643,601

The accompanying notes are an integral part of these financial statements.
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NOTE 1

RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIATL STATEMENTS
SEPTEMBER 30, 2011 AMD 2010

- SUMMARY OF SICGNIFICANT ACCOUNTING POLICIES AND MATTERS

The financial statements of the Retirement Plan for Employvees of the Town of

Surfside, Florida (the “Town”) have been prepared in accordance with
accounting principles generally accepted in the United States of America
(GAAP) as applied to governmental units. The Governmental Accounting

Standards Board (GASB) is the standard setting body for governmental
accounting and financial reporting.

The Retirement Plan was established by a Town Ordinance approved by the
Commigsioners and effective January 1, 1962. The Plan is subject to certain
provisions of Chapter 112, Florida Statutes. The benefit provigions,
amendments thereto, and all other reguirements are established by Town
Ordinance. Participants should refer to that Plan document for more complete
information.

The ERetirement Plan is a contributory defined benefit single-employer
retirement plan covering substantially all employees of the Town of
Surfside. All full-time employees became members of the Plan immediately
upon emplioyment. During 2011 the Town passed Crdinance 11-1580, which grants
the right to Charter Officers to opt out of the Plan at any time. The
administration of the Plan is under the responsibility of a five-member Board
of Trustees, which is subject toc the ultimate authority of the Town
Commission.

Reporting Entity - The financial statements presented are only for the
Retirement Plan for Employees of the Town of Surfside, and are not intended
to present the financial statements of the Town.

The financial statements for the Retirement Plan for Employvees of the Town
are included in the Town of Surfside’s Comprehensive Annual Financial Report
(CAFR} for the vyears ended September 30, 2011 and 2010, which are
separately issued documents. Anyone wishing further information about the
Town is referred to the CAFR for the respective year in which the Retirement
Plan has been included. The CAFR for the Town is available at Town Hall
located at 9293 Harding Avenue, Surfgide, Florida.

Basis of Accounting - The Retirement Plan for Employees of the Town of
Surfgide’s £financial statements are prepared on the accrual basis of
accounting, reflecting income when earned and contributions for the year
(regardless of when received) and expenses and other obligations when
incurred {regardless of when paid). Benefit payments and refunds of
contributions are recorded as they become due.

The contributions received Zfrom the Town of BSurfside are actuarially
determined in accordance with F.5. 112 {2), and are recognized as revenues

when due.

Employee contributions are recognized when due as the payroll deductions are
made.

Benefit payments are recognized when due and pavable in accordance with the
terms of the Plan.

Contribution refunds are recognized when due and payable in accordance with
the terms of the Plan and the Town’'s procedures for terminations.
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011 awND 2010

Method Used to Value Investments - The Retirement Plan investments are
reported at fair value, and are managed by a third-party money manager. The
Retirement Plan’s Custodian and the individual money manager price each
instrument using closing prices from the national securitieg exchange markets
on the last business day of the Retirxement Plan’'s year. Investiments that do
not have an established market are reported at estimated fair value.

NET ASSETS - Net Assets of the Retirement Plan are the differences between
the total plan assets and the total plan liabilities, and are held in trust
for pension benefits.

CONTRIBUTIONS - Contributions are received from the Town at actuarially
detexrmined rates, and from active plan participants.

The Town has traditionally contributed the annual required contribution (BRC)
and, thus, does not have t¢ report, a net pension chligation (NPO).

Average Final Compensation - The average of basic compensaticn during the
highest three years (five years for general employees) of the ten years
preceding termination.

INVESTMENT INCOME - Both realized and unrealized gains/lcsses are recognized
under Net Appreciation (Depreciaticn) in the Fair Value of Investments.

MONTHLY BENEFIT PAYMENTS - The Plan‘’s monthly pension benefit payments are
transmitted to each recipient prior te the last business day of the month for
the following month.

CONTRIBUTION REFUNDS - The defined benefit Plan is contributory and employee
contxibutions are one-hundred percent refundable with interest at the rate of
four percent per annum tc terminated non-vested participants as well as
vested former participants who elect tc forfeit all rights to any benefits of
the Retirement Plan.

ESTIMATES - The preparation of financial statements in conformity with U.S.
generally accepted accounting principles requires management to make
estimates and assumpticns that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting pericd. Actual results may differ
from management’s estimatesg.

DATE OF MANAGEMENT'S REVIEW - Subsequent events have been evaluated through
February 23, 2012, which is the date the financial statements were available
to be igsued.

NOEE 2 - DESCRIPTION OF THE PLAN
The Plan is a single employer defined benefit pengion plan for all eligible
empioyees of the Town whe customarily work more than thirty-twe hours per
weelk.
The Florida Constitution requires local governments to make the actuarially

determined contribution. The Florida Division of Retirement xeviews each
logal government’s actuarxial report prior to ite use for funding purposes.
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RETTREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011 AND 2010

Characteristics of Participants included in the Actuarial Valuation Reports

The Actuarial Report as of October 1, indicated the Retirement Plan’s membership
consisted of:

2011 2010
Retirees and beneficiarieg currently

receiving benefits _34 _33
Terminated employees entitled to benefits o T
but not yet receiving them [ 6

Active Plan Participants
Vested 30 26
Partially vested 14 13
Non-vested _34 _38
78 _77

Contributions - Funding of the Plan is provided by contributions from the Town and
the employees. The Town’s funding policy provides for annual actuarlally determined
periodic contributions at rates that, for individual employees, increase gradually
over time so that sufficient assets will be available to pay benefits when due.
Employees were required to contribute either 5% of their salary or. after October 1,
1979, members had the irrevocable option to increase their contributions to 7% of
compensation to receive increased benefits. Effective July 1, 1996, each member
had the irrevocable option to increase his {(her) contribution rate from 5% to 7%
or 8% of compensation.

Effective Januvary 31, 2003, employee contributions were reduced to 6% for employees
previously contrlbutlng 7% or 8%. Employees previously contributing 5% were given
the one-time option to increase contributions to 6%. The Police Officers’

contribution rate was increased to 8% effective October 1, 2005, with increased
benefit multipliers.

Cost of Living Adjustment - Beginning January 1, 2004, and each January 1 thereafter
a 1.5% automatic annual cost of living benefit increase is provided for all current
and future retirees, disableds, beneficiaries and vested terminated members who had
been receiving benefits for at least one year.

Service Retirement Benefits - Members who are sworn Police Qfficers may retire at
the age of 52 with 20 years of creditable service or at age 62 regardless of your
service , or upon completion of 25 years of creditable service. General employees
may retire at the age of 62 with 15 years of creditable service, or at the age of
65 and the completion of ten years of creditable service.

Annual retirement benefits are as follows for General Employers and Police Officers:

For service rendered prior to October 1, 1979, 1-2/3% of the average final
compensation for each year of service multiplied by the number of vyears of
creditable service rendered prior to October 1, 1979.

The benefit accrual for members who contributed 5% of compensation from October
1, 1979 to Jume 30, 1996, is 1-2/3% of average final compensation for each year
of service multiplied by the number of years of creditable service rendered from
September 30, 1979..

The benefit accrual for members who contributed 7% of compensation from October 1,
1973 to June 30, 1996, is 2% of the average final compensation for each year of
service multipiied by the number of years of creditable service rendered after
September 30, 1973.

Members who contributed 5%, 7%, or 8% of compensation from July 1, 1996 to January
31, 2003, are entitied to a benefit aceruals of 1-2/3%, 2.0%, or 2.5%, respectively,
of the average final compensation for each year of service multiplied by the number
of years of creditable service rendered after July 1, 1996.
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RETIREMENT PLAN FOR EMPLOYEES OF THR
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIAI STATEMENTS
SEPTEMBER 30, 2011 AND 2010

For General Employees who contributed 5% or 6% of compensation from February 1,
2003, the benefit accruals are 2% and 2.5%, respectively, of the average final
compensation for each year of service rendered after that date multiplied by the
number of years of creditable service. Police Officers who contributed 5% and 6%
from February 1, 2003 to September 30, 2005, respectively, 2% and 2.5% of the
average final compensation for each year of service multiplied by the number of
vears of creditable service rendered during that period.

The maximum benefit allowable for general employee members ig sixty percent of the
average final compensation.

POLICE OFFICERS - The following Retirement Plan provisions are only for certified
law enforcement members of the Plan:

Contributions - Effective October 1, 2005 to September 30, 2006, Police
Officers contribute eight percent (8%} of sarnable compensation to the Plan
and receive a benefit accrual of 2.0%.

The Retirement Plan multiplier for creditable service rendered on or after
October 1, 2006, is 32.5% of the monthly average final compensation multiplied
by the number of years of creditable gservice on or after September 30, 2006.

At a multiplier of 3-1/2%, the maximum total annuity payablie to a Police
Officer is ninety percent of average final compensation.

The Town maintaing a five-year Deferred Retirement Option (DROP} Program for
Police OQfficers and dispatchers only. The eligibility regquirement is
attainment of normal retirement date. The maximum period of participation in
the DROP ieg five years. A Police Officer’s account shall be credited with
interest based upon the actual Fund investment return. No payments may be
made from the DROP until the employvee actually separates from service with the
Town .

Vested Benefits - The Plan has a ten year graded vesting schedule for all general
empioyess whereby a member is fifty percent vested after five years of creditable
service. Such vesting increases by ten percent each year thereafter until one-
hundred percent vesting is attained at ten years of creditable service. Effective
October 1, 2007, in accordance with Ordinance Number 08-1492, Police Officers are
one-hundred vested after five years of creditable service.

1f separated from service after the member is fully vested, such vested member shall
be entitled to a service retirement annuity commencing at age 65 for Generzal
Employees or the date that the would have been the Neormal Retirement date had the
member continued in employment as a Police Officer. Such members shall not have
applied for or received a refund of their contributions te the Plan.

Employee Contributions - The Town Commission passed an Ordinance amending the tax
treatment of the employee contributions effective January 1, 2009. As of that date
the employee contributions were changed from post-tax to pre-tax contributions as
permitted by Section 414 (h) of the Internal Revenue Code.

Early Retirement - Members are eligible for early retirement at the earlier of age
55 with 15 years of creditable service, or 20 years of creditable service regardless
of age. The benefit is the same as the normal retirement benefit using the average
final compensation and creditable service as of the early retirement date, but
payable at the normal retirement date assuming continued employment.
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011 AND 2010

Termination of Employment - If z member terminates employment prior to
attaining vested rights, the member receives a refund of his(her) accumulated
contributions plus interest of 4% per annum on such contributions made on or
after January 1, 1979.

DISABILITY BENEFITS:

Service Connected - Any member who becomes totally disabled as a direct
result of performance of service to the Town shall receive 75% of monthly
compensation in effect on the date of the disability. or 45% (if not direct
result of physical injury) of the rate of pay in effect on the date of the
digability. For General Employees the benefit is reduced by any monthly
disability benefits to which the employee is entitled to from Workers’
Compensation and Federal Social Security System to the extent permitted by
law.

Non-Service Connected - In order for a member te be eligible for a non-
service disability benefit at least two of the following must certify in
writing that the member is wholly prevented from engaging in any occupaticn
for wages or profits, and that he is likely to remain so disabled continucusly
and permanently: 1) A duly licensed physician selected by and paid for by the
Board; 2) A duly licensed physician selected by and paid for by the member;
3) A duly licensed physician mutually agreeable to by these physicians and
paid by the Board.

Pension Board Approval - Disgbility retirement from the Plan is subject to
approval by the Pension Board. The Pension board has the right to reguire
physical exams certifying the disability prior to the commencement of the
disability benefits and after disability benefits commence for continuance of
disability.

Termination - Upon termination of the Plan for any reascn, the Pension Trust
Fund shall be apportioned and distributed to participants in accordance with
the provisions of the Plan. Those provisions include giving a priority right
to Pensioners to receive the present value of their pensions. The active
members are entitled to receive a pro rata share of the remainder.

Death Benefits - If death occurs prior to the Normal Retirement Date, the
Accumulated Employee Contributions plus interest are refunded to the member's
beneficiary or estate. If a member dies after reaching the Normal Retirement
Date but before the member has retired, survivor benefits will be paid as
though the member had retired immediately before death. TUpon reaching Normal
Retivement Date the member may select which type of survivor benefits would
be payable in the event the death occurs before actually retiring.

Related Parties - There are no investments in, leoans to, or leases with
parties related to the Retirement Plan.

Plan Expenses - In accordance with the provisions of the Plan, investment and
administrative expenses of the Plan may be paid either by the Town or the
Plan. The established policy ie that the Retirement Plan pays all of the
investment and administration expenses of the Plan as well as the Actuarial
fees for the Annual Actuarial Valuation. It has been the Town’s policy to
pay the fees for any additional actuarial services provided.
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RETIRFMENT PLAN FOR EMPLOYEES OF THE
TCWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIAT. STATEMENTS
SEPTEMBER 3¢, 2011 AND 2010

Funding Policy - Contributions of funds are received from the Town at
actuarially determined rates in accordance with F.S. Chapter 112 (2) the State
of Florida.

Active members contribute a percentage of pensionable pay at rates of 5% or
6% for general employees, and 8% for Police Officers.

The Town has traditionally contributed the annual required contribution (ARC)
and, thus, has never had or needed to report, a net pension obligaticn {NPC}.

Three-year Trend Information for the Retirement Plan is presented below:

Fiseal Annual Percentage Net
Year Pension Cost of APC Pension
Ended (APC) Contributed Obligation
9/36/2009 425,917 29% {222,138)
9/36/2010 556,068 160% {2192,9289)
9/30/2011 628,266 100% {217,686)

Funded Status and Funding Progress

The schedule of funding progress presented as Required Supplementary
Information (RSI) following the notes to the financial statements, presents
multi-vear trend information about whether the actuarial value of plan assets
are increasing or decreasing over time relatlive to the actuarial accrued
liability of benefits. See page 21.

FUNDED STATUS AND FUNDING PROGRESS

Actuarial Unfunded UAAL as a
Actuarial Accrued {Overfunded) Percentage of
Value Liability (AAL) AAT Funded Covered Covered
of Assets Entry Age (UAAL) Ratio Payroll Payroll
(2) (b) {b-a) {a/b) [) ((b-a)/c)
$12,487,404 $13,272,023 $784,619 94.1% $4,053,208 19.4%

The schedule is derived from the Actuarial Report dated October 1, 2011. The actuarial
methods and asgumptiong for the Retirement Plan are presented on page 17.
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011 AND 2010

The information presented in the required supplementary schedules was determined as
part of the actuarial assumptions at the dates indicated. Additional information
as of the latest actuarial valuation follows:

Actuarial Valuation:

Frequency Annual
Latest date October 1, 2010

Actuarial valuation date October 1, 2010

Contribution rates:

Employer 13.0%

Plan Members 7.0%
Annual Pension Cost $525,734
Actuarial cost methed Entry age

Amortization method

Remaining amortization
period

Asset Valuation Method

Level dollar amount, closed

30 years

Five year smoothed market

Actuarial assumptions:

Invegtment rate of return* 7.5%
Projected salary increase* 3.0% - 13.5%
Cost of living adjustments 1.5%

* Includes inflation at 4.0%

The Town hag a beginning of the year Actuarial valuation. The Actuarial valuation
Report dated October 1, 2009, included the required Town contributicn of §$625,963
for the year ended September 30, 2011,
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIAT STATEMENTS
SEPTEMBER 30, 2011 AND 2010

NOTE 3 - INVESTMENTS

The investment activity of the Plan is directed by an investment advisory

firm. 2l1: investments made or held by the Fund shall be limited to the

following:

1. Time or savings accounts of a national bank, a state bank or a savings
and loan institution insured by the Savings Asscciation Insurance Fund,
which is administered by the Federal Deposit Insurance Coxrporation,
provided the amount deposited does not exceed the insured amount, and
the cash instruments have a guality rating of at least Standard & Poor’s
Al or Moody's P1.

Obligations issued by the United States Government or obligations
guaranteed as to principal and interest by the United States Government
or by an agency of the United States Government.

Bonds issued by the State of Israel. Bonds or other evidences of
indebtedness issued or guaranteed by a corporation organized under the
laws of the United States or any state, organized territory of the
United States, or Digtrict of Columbia provided the corporation is
listed on the recognized national stock exchanges or on the XNatiomal
Market System of the NASDAQ stock market.

Equity investments (common stock, convertible bonds and preferred
stocks} in a corporation listed on one or more of the recognized
national exchanges or on the National Market System of the NASDAQ and
ETF exchange traded funds. Commingled equity, bond or money market
funds whose investments are restricted Lo securities meeting the
criteria of this section.

s of September 3¢, 2011, the investment in equities totaled 50.5% of the

total investments excluding the mutual funds, which are not under management.

The cost and fair value of net assets held in trust for Plan benefits at

September 30, follows:

2011 2010
Cost Fair Value Cost Fair Value
Cash and Cash Eguivalents:
U.S. Treasury
Portfolio 3 227,811 5 227,811 s 317%9,388 s 379,388
Receivables -

Plan members

contributions 22,732 22,732 21,810 21,810

Beneficiary’'s estate 2,987 2,987 - -

Accrued investment
Income 43,807 43,807 40,298 40,298
69,526 69,526 62,108 62,108
Prepaid expenses 9,166 9,166 9,080 9,08
Investments:
TU.5. Government
Securities 889,204 982,237 756,210 777,919
Government
Agency bonds 139,005 112,310 243,159 255,139
Mortgage backed
Securities 635,055 700, 328 637,772 669,605
Corporate bonds 1,926,071 2,035,865 1,529,119 1,669,268
Municipal bonds 30,000 34,534 125,546 133,573
Mutual funds 2,698,305 2,137,853 1,723,032 1,430,682
Common stocks 5,157,706 4,226,467 5,363,517 5,343,232
11,475,346 10,229,594 10,378,365 10,279,418

$11,718,849 $10,536,097 510,828,941 _S5310,729,994
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011 AND 2010

As of September 30, 2011, the Plan had the following investment types:

Weighted Average

Investment Type Fair Value Maturity (Years)
U.S. Treasuries S 982,237 7.40
Government Agency Bonds 112,310 8.70
Mortgage backed securities 700,328 5.77
Corporate bonds 2,035,865 4.21
Build America bonds (Municipal 34,534 22.12
obligations)

Total fair value £3,865,274

Portfolio weighted average maturity 5.57

Interest Rate Risk. In accordance with its investment policy, the Plan manages its
exposure to declines in the fair market walue of its securities through a
conservative approach of managing portfolio exposure to duration, maturity and
sector relative to market indices.

Credit risk. State law limits investments in commercial paper to the two top
ratings issued by nationally recognized gtatistical rating organizations
(NRSROs). It is the Town’'s policy to limit its investments in this investment type
to the top two ratings issued by NRSROs. As of September 30, 2011, the Plan’s
investments in the U.S. Treasury Portfolio were rated AARRA by Standard & Poor’s, and
Aaa by Moody’'s Investors Service. The Investment Policy of the Plan states it is
permitted to invest in corporate bonds with an investment quality rating with the
top three rating classifications by at least two major rating services (Standards &
Poor, Moody's or Fitch). The corporate bonds held by the Plan were in the top three
rating classifications. The mortgage backed securities were ranked AAA and Aaa by
Standard & Poor’s, and Mcody’'s respectively.

Concentration of credit risk. The Town’s investment policy does not allow for an
investment in any one issuer, other that U.S. Government securities, that is in
excess of five percent of the government’s total investments. No investment in any
one organization represents five percent or more of the net assets available for
benefits.

Custodial credit risk - investments. For an investment, this is the risk that, in
the event of the failure of the counterparty, the Town will not be able to recover
the value of its investments or collaterzl securitieg that are in the possession of
an cutside party. BAll of the securities, whether fixed or equities are held in the
name of the Plan.

Net appreciation ({depreciation) in fair value of the investments - include the
current vyear realized gains and losses, which are calculated independently of
calculation of the appreciation (depreciation) in net assets. The unrealized gaing
{(losses) included in the net appreciation (depreciation) in fair wvalue of the
investments as of September 30 is as follows:

2011 20190

Investments:
U.58. Government Securities S 71,325 s 36,373
Government agency bonds (8,498) (2,239)
Mortgage backed securities 3,274 6,273
Corporate bonds (30,356) 70,117
Municipal cbligations (3,494) 1,332
Common stocks (910, 954) 41,460
Mutual funds - I Shares {268,103) 115,477

5 (1,146,806) S 268,793
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA
NOTES TO FINAMCIAL STATEMENTS
SEPTEMBER 30, 2011 AND 2010

Net appreciation (depreciation) in fair value of the investments [(continued)

The realized gains (losses) included in the net appreciation {depreciation) ocf the
fair value of the investments as of September 30 is as follows:

2011 2010
Investments:
U.S8. Govermment Securities S 3,113 s (20,059)
Government agency bonds 1,744 554
Mortgage backed securities (6,482) (5,133}
Corporate bonds 29,043 760
Municipal cbligations (2,780) (916)
Common stocks 521,996 289,530
546,634 264,736
Net appreciation (depreciation} in fair
value of investments S (600,272} $ 533,529
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RETIREMENT PLAN FOR EMPLOYEES OF THE

TOWN OF SURFSIDE, FLORIDA
REQUIRED SUPPLEMENTARY INFORMATION

{Unaudited)

SCHEDULE OF FUNDING PROGRESS
SEPTEMBER 30, 2011

Actuarial
Actuarial Accrued UAAL ag %
Actuarial Value of Liability (AAL} Unfunded AAL Funded Covered Covered
valuation Assets Entry Age (URAL) Ratio Payroll Payroll
Date () {I) (b-a) (a/b} ‘c {b-a)/c
10/03/2006 10,500,533 9,980,193 (520,340} 105.2% 3,653,048 {14.2%)
10/01/2007 11,201,453 10,225,271 (976,182} 109.5% 3,978,291 (24 .5%)
10/01/2008 11,701,487 10,971,286 (730,201) i06.7% 4,568,544 (16.0%)
10/01/200% 11,697,998 11,662,297 {35,701) 100.3% 4,059,522 (0.9%}
10/01/2010 12,304,770 12,414,859 110,089 99.1% 4,016,852 2.7%
10/01/2011 12,487,404 13,272,023 784,619 94.1% 4,053,208 19.4%
SCHEDULE OF EMPLOYER CONTRIBUTIONS
SEPTEMBER 30, 2010
Year Annual Required Actual Employer
Ended Contribution Percentage Contributions
September 30, {ARC} Contributed Made
2006 $203,274 1313.55% $230,810
2007 264,370 100.00% 264,370
2008 384,905 99.87% 384,416
2009 423,747 100.00% 423,747
2010 553,919 100.00% 553,919
2011 625, 963 100.00% 625,963
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

SCHEDULE OF ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Professional Services:

Actuarial 3 23,078
Attorney 11,514
Buditing services 23,500
Secretarial and other 2,779

Plan Administrator 7.037

Total Professional Services 5 67,908

Insurance expense.

Fiduciary liability insurance $ 4,670

Other administrative expenses:

Convention and seminars 62
Office supplies 376
Total other administrative 3 438

SCHEDULE OF INVESTMENT MANMAGER, CONSULTANT, AND CUSTODIAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Investment Manager
ICC Capital Management S 38,361
Investment Consultant Fees

Burgess Chambers $ 18,250

Custodian fees

SunTrust Bank $ 14,042
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ASSET ALLOCATION STRATEGY

The asset allocation determines the expected investment return and associated volatility
risk. It is mean variance based and assumes that the long-term average (or mean) returns of
asset classes is a predictor of future returns. Asset classes have varying correlations to each
other. By blending asset classes with different correlations, volatility risk is reduced. The
investment monitor prepares asset allocation studies for the Board to better understand the
means necessary to achieve an expected return. The result is a target allocation which
identifies the recommended weightings of asset classes. The target allocation considers
value and growth styles, capitalization, domestic equity, international equity, equity real
estate, and fixed-income. Several key restrictions to the asset allocation strategy places a
limitation on equities to 65% (at market), no more than 5% of the equities may be invested in
a single company (at cost).

The performance of each asset class was compared to a corresponding index. The active
equity and fixed-income portions were also compared to their respective peer Zroups.

TARGET ALLOCATION
__ Target Mkt. Range
Domestic Large Cap Equity 40% 35-45%
Domestic Small Cap Equity 10% 5-15%
International Equity 10% 5-15%
Real Estate 10% 5-15%
Fixed Income 30%, 10-50%
Cash 0% 0-5%
Total 100%

The Hybrid Benchmark objective is as follows:

S&P500 40%
Russell 2000 Value 10%
MSCI EAFE* 10%
Wilshire Real Estate Sec. Index 10%
Barclays Intermediate Aggregate 30%

Total 100%

*Morgan Stanley Capital International Europe Australia Far East

Since market couditions will favor one approach over another, during the next 12 to 36
month time period. Thus, the asset allocation will require re-balancing. The Performance
Measurement Consultant will monitor the performance and make recommendations as
appropriate.
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TOWN OF SURFSIDE
RETIREMENT PLAN FOR EMPLOYEES
OF THE TOWN OF SURFSIDE, FLORIDA

INVESTMENT RESULTS (%)

FISCAL YEAR ENDED SEPTEMBER 30, 2011

TOTAL FUND PERFORMANCE
Composite

Universe Ranking
Total Fund (gross)
Hybrid Benchmark
Actuarial Assumption

EQUITY PERFORMANCES

ICC Capital Equity
I-Share Russell 2000
I-Share MSCI EAFE
Cohen & Steers REIT
FIXED INCOME PERFORMANCE

ICC Capital Fixed Income

Avg Avg
2011 3 vears 5 years
89th 94th 84th
-2.4 1.4 0.7
1.0 3.3 13
7.5 7.5 7.5
-8.1 -2.6 2.1
-4.5 -0.7 -1.1
-10.2 22 -3.6
5.5 -1.8 -3.0
6.0 8.8 6.3

The basis for the calculation is a time-weighted rate of return based on the market value of

returmn.

26



TOWN OF SURFSIDE
RETIREMENT PLAN FOR EMPLOYEES
OF THE TOWN OF SURFSIDE, FLORIDA

SCHEDULE OF FEES FISCAL YEAR

ENDED SEPTEMBER 30, 2011

Investment Services Total Assets Fees & Expense Ratios
ICC Capital Management $8,363,360 $39,270 (0.37%)
Other Investment Service Fees

Custodian - SunTrust Bank $14,102 (0.13%)
Investment Performance Measurement Consultant

Burgess Chambers & Associates (BCA) $19,500 (0.19%)
Total $10,501,212 $72,872 (0.69%)

Please note: The Retirement Plan for Employees of the Town of Surfside has one active
Investment Manager, ICC Capital Management, which manages the portfolio. For the
fiscal year ending September 30, 2011, ICC traded through Griswold Company, Cuttone
& Co, IVY Securities, Vandham Securities and Edgetrade, which generated a total
commission of $2,459.13

During the fiscal year ended September 30, 2011, the Plan invested in iShares Index
Funds, which are not included in the portfolio managed by ICC Capital Management.

Burgess Chambers & Associates is the Investment Performance Measurement
Consultant.
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TOWN OF SURFSIDE
RETIREMENT PLAN FOR EMPLOYEES OF
THE TOWN OF SURFSIDE, FLORIDA

ICC PORTFOLIO SUMMARY
FISCAL YEAR ENDED SEPTEMBER 30, 2011

Pct. Cur. Est.Annual

Security Type Market Value Assets Yield Income
CASH AND EOUIVALENTS 233060 28 0 23

COMMON STOCK

MATERIALS 63,450 0.8 45 2,825

INDUSTRIALS 543,758 65 29 15,653

TELECOMMUNICATIONS 201,774 24 6.9 13,826

CONSUMER DISCRETIONARY 511,064 6.1 26 13,373

CONSUMER STAPLES 304,028 36 29 8,728

ENERGY 541,870 6.5 1.8 9,534

FINANCIALS 616,659 74 25 15,455

HEAILTH CARE 329485 63 2.1 11,264

INFORMATION TECHNOLOGY 639,862 7.7 1.6 10,528

UTILITIES 274518 33 37 10,028

COMMON STOCK 4,226,467 50.5 2.6 111,214

FIXED INCOME

CORPORATE BONDS 2,035,865 243 43 87,060
MUNICIPAL BONDS 34,627 04 49 1,696
GOVERNMENT BONDS 982,496 11.7 25 24842
MORTGAGE POQLS 700332 84 53 37,028
GOVERNMENT SPONSORED BONTL 112,310 1.3 57 6,353

Accrued Interest 38,115 0.5

FIXED INCOME, 3,903,746 46.7 4.1 156,979

TOTAL PORTFOLIO 8,363,273 100 3.2 268216
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TOWN OF SURFSIDE
RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

COMMON STOCK TOP 20 HOLDINGS
FISCAL YEAR ENDED SEPTEMBER 30, 2011

Market Pet. Cur.
Quantity Security Value (§) Assets Yield
COMMON STOCK
2,500 BAXTER INTERNATIONAL INC. 140,350 1.7 2.4
1,100 VF CORP. 133,672 1.6 24
3,100 CORN PRODUCTS INTL INC 121,644 1.5 1.6
1,298 CHEVRON CORP 120,182 1.4 3.5
3,143 VERIZON COMMUNICATIONS 115,662 1.4 5.4
7,580 GENERAL ELECTRIC CO. 115,368 1.4 4.5
3,700 JP MORGAN CHASE CO 111,444 1.3 33
5400 CBSCORP. CILASS B 110,052 1.3 2
2,900 AMERISOURCE BERGEN CORP 108,083 1.3 1.4
2,300 DOVER CORP 107,180 1.3 27
4,400 CONAGRA INC. 106,568 1.3 4
6,000 PFIZER INC. 106,080 1.3 5
3,200 HOME DEPOT 105,184 1.3 3.5
1,700 NORFOLK SOUTHERN CORP. 103,734 1.2 2.8
2,000 PROGRESS ENERGY INC 163,440 1.2 2
2,700 AMERICAN ELEC POWER INC 102,654 1.2 49
4,800 INTEL ‘CORP 102,408 1.2 3.9
19,400 MICRON TECHNOLOGY INC 97,776 1.2 0
3,800 MICROSOFT CORP. 94,582 1.1 3.2
1,700 HESS CORP 89,182 1.1 0.8

The Average Market Cap of ICC Large Cap portfolio is $46 Billion.
The Turnover Ratio of ICC Large Cap portfolio is 42%.

Note: For a complete list of holdings, please contact the plan Consultant, Burgess Chambers & Associates (BCA).
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TOWN OF SURFSIDE
RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

FIXED INCOME TOP 20 HOLDINGS
FISCAL YEAR ENDED SEPTEMBER 30, 2011

Market Pet. Cur,
Quantity  Security Value ($) Assets  Yield
FIXED INCOME

445,324 US TREASURY INFL IX N/B 449 395 5.4 2
148,065 GN POOL # 782119 165345 2 5.4
115,000 US TREASURY N/B 157,137 1.9 335
112,025 US TREASURY INFL IX N/B 140,075 1.7 1.9
100,000 US TREASURY N/B 126,453 1.5 3.4
111,457 FG POOL #G05900 122418 1.5 5.5
103,965 FGLMC #G0226% 116,033 1.4 58
100,000 BRISTOL-MYERS SQUIBB 108,055 1.3 4.9
100,000 PEPSICO INC 105433 1.3 4.4
30,000 JP MORGAN 86,274 1 53
70,000 MIDAMERICAN ENERGY CO 83,358 1 4.8
71,951 FNCL # 256394 80,065 1 5.8
70,000 AT&T INC 79,803 1 4.9
75,000 GOLDMAN SACHS GROUP INC 79405 0.9 5.7
70,000 AT&T INC 73,314 0.9 4.7
70,000 GOLDEN WEST FINL 72,097 0.9 4.6
65,000 GENERAL ELEC CAP CORP 66,623 0.8 5.7
60,000 FREDDIE MAC 62033 0.7 5.7
50,000 US TREASURY N/B ‘ 57,762 0.7 3.1
50,000 NATIONAL RURAL UTIL COOP 57,698 0.7 4.7

The average Effective Duration of the ICC Fixed Income portfolio is 5.3 years.
The average Effective Maturity of the ICC Fixed Income portfolio is 11.4 years.
The average Credit Quality of the ICC Fixed Income portfolio is A+,

Note: For a complete list of holdings, please contact the plan Consaltant, Burgess Chambers & Associates (BCA).
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Retirement Plan for Employees of the Town of Surfside

Total Fund
September 30, 2011
Gross of Fees
QTR 1 Year 2 Year 3 Year 5 Year
Name Market Values ROR ROR ROR ROR ROR
TOTAL FUND
Domestic Equity
ICC Large Cap Core 4,231,714 -21.5% -8.1% -0.2% -2.6% -2.1%
i-Shares Russell 2000 (Sm Cap) 733,792 -21.4% -4 5% 4.2% -0.7% -1.1%
Total Domestic Equity 4,965,505 -21.5% -7.7% 0.2% -2.5% N/A
International
i-Shares MSCI EAFE (Int'l) 622,335 -205% -10.2% -3.6% ~2.2% -3.6%
Total Equity 5,587,840 -21.4% -8.0% -0.2% -2.4% N/A
Real Estate
Cohen & Steers REIT 781,726  -15.0% 5.5% 18.0% -1.8% -3.0%
Fixed Income
ICC Bonds 3,309,937 4.6% 6.0% 7.0% 8.8% 6.3%
ICC TIPS 593,889 2.4% 5.5% 5.2% 5.0% N/A
Total Fixed Income 3,903,827 4.3% 6.0% 8.7% 8.1% N/A
ICC Cash 227,820 0.0% 0.1% 0.1% 0.3% 2.2%
TOTAL: (1, 2) 10,501,212 -12.4% -2.4% 2.9% 1.4% 0.7%
Strategic Model -10.2% 1.0% 6.2% 3.3% 1.3%
S&P 500 Index -13.8% 1.1% 5.6% 1.2% -1.2%
Russell 2000 -21.9% -3.5% 4.6% -0.4% -1.0%
MSCI| Gross EAFE -19.0% -8.9% -2.8% -0.7% -3.0%
Wilshire REIT -14.6% 2.1% 16.3% -2.0% -3.1%
Fixed Income Bnech 3.8% 53% 6.9% 7.8% 6.6%
BC 1-10Yr TIPS 1.7% 7.2% 7.3% 6.2% 6.4%
ML 3M TBill 0.0% 0.1% 0.1% 0.2% 1.7%

1 Strategic Model From 1/2010 40% S&P 500, 10% Russell 2000 Value, 10% MSCI EAFE, 10% Wilshire REIT, 30% BC Aggregate; From 1/06: 40%
S&P500, 10% R2000Val, 10% EAFE, 10% Wilshire REIT, 30% BCintAgg Bd; From 1/02: 50% S&P500, 50% BCAgg Bd; as of 12/97 45% S&P500, 55% BCGov/Credit.

2 Fixed Income Benchmark: From 1/2010 100% BC Aggregate Bond; From 1/2006 100% BC Intermediate Bond; From 1/2000 100% BC Aggregate
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Retirement Plan for Employees of the Town of Surfside

Total Fund
Actual vs. Target Asset Allocation
September 30, 2011
ACTUAL ASSET ALLOCATION TARGET ASSET ALLOCATION
LARGE CAP 40.30% LARGE CAP 40 00%
CASH 2.17%
SMALL CAP 6.99% F‘X‘%%_gggao . SMALL CAP 10.00%
e REIT 7.44%
' REIT 10.00%
INTERNATIONAL 5.53% INTERNATT 0;‘1 AL 10.00%
MARKET VALUE PERCENT MARKET VALUE PERCENT MARKET VALUE PERCENT
ACTUAL ACTUAL TARGET TARGET DIFFERENCE DIFFERENCE
LARGE CAP 4,231,713.9 40.3% 4.200,485.0 40.0% 31,2289 0.3%
SMALL CAP 733,791.6 7.0% 1,050,121.2 10.0% (316,329.6) (3.0%)
INTERNATIONAL 622,334.5 5.9% 1,050,121.2 10.0% (427,786.7) (4.1%)
REIT 781,726.4 7.4% 1,050,121.2 10.0% (268,394.8) (2.6%)
FIXED INCOME 3,903,826.5 37.2% 3,150,363.7 30.0% 753,462.8 7.2%
CASH 227.819.5 2.2% 0.0 0.0% 227,819.5 2.2%
TOTAL FUND $10,501,212.4 100.0% $10,501,212.4 100.0% $0.0 0.0%
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Retirement Plan for Employees of the Town of Surfside
Quartile Ranking
Total Fund Versus BNY Mellon Public Funds Universe
September 30, 2006 Through September 30, 2011

16.00]
14.00;
12.00
10.00
8.00
6.00
4.00
2.00
0.00
-2.00
-4.00
-6.00
-8.00
-10.00
-12.00]
-14.00
-16.00
-18.00

RATE OF RETURN (%)

LATEST QUARTER ONE YEAR TWO YEARS THREE YEARS FIVE YEARS
HIGHEST VALUE i.88 11.62 15.12 9.78 582
§ [IRST QUARTILE -6.55 2.79 6.82 5.06 2,64
MEDIAN VALUE -8.84 1.70 568 411 2.09
g THIRD QUARTILE -10.50 022 492 3.09 1.39
™ LOWEST YALUE -16.i8 -4.57 1.73 i.14 -1.32
MEAN 825 2.09 6.4% 4.45 2.10
LATEST QUARTER ONE YEAR. TWO YEARS THREE YEARS FIVE YEARS
RETURN| RANK |RETURN| RANK |[RETURN| RANK |RETURN| RANK | RETURN] RANEK
A TF -12.44 84 241 [ 2,87 89 i.37 94 0.69 84
STRATEGIC MODEL| -10.18 73 1.01 63 6.19 36 3.25 73 .27 78
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Gabriel Roeder Smith & Company One East Broward Blvd, 954.527.1616 phone
Consultants & Actuaries Suite 505 954.525.0083 fax
Ft. Lauderdale, FL 33301-1804 www.gabrielroeder.com

March 29, 2012

Board of Trustees

Retirement Plan for Employees of the
Town of Surfside, Florida

Surfside, Florida 33154

Dear Trustees:

The funding objective of the Plan is to establish contribution rates, expressed as
percents of active member payroll, that will remain approximately level from year to
year. Changes in Plan benefits, actuarial assumptions and methods and differences
between actual and expected experience will cause the contribution rate to change.

Contributions that satisfy the funding objective are determined by annual actuarial
valuations. These valuations determine a normal (current service) cost as a level
percentage of payroll, plus level amortization of the unfunded actuarial accrued liability.

The information provided is compiled from annual actuarial valuations, including the
most recent as of October 1, 2011. In performing these valuations, the Town provides
certain data and the plan auditor submits financial statements. We rely on the accuracy
of this information and we have performed a number of checks for reasonableness of
the data.
g
The data being provided includes the following:
Summary of actuarial assumptions and methods
Schedule of active and retired member data
Solvency tests
Analysis of financial experience
Summary of plan provisions and changes
Schedule of revenue by source and expenses by type
Schedule of benefit expenses by type
Schedule of retired members by type of benefit
Schedule of average benefit payments
Schedule of funding progress and
Accounting disclosure exhibit

We compiled all of the above information.
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Board of Trustees
March 29, 2012
Page Two

To the best of our knowledge, the assumptions and methods being utilized conform to
the Government Accounting Standards Board (GASB) Statements No. 25 and No. 27.

On the basis of the October 1, 2011 Actuarial Valuation, in our opinion the Retirement
Plan for Employees of the Town of Surfside, Florida continues to fund its pension
obligations in a manner consistent with the stated funding objective and with generally
accepted actuarial principles.

Sincerest regards,

L3 LD laon
Lawrence F. Wilson, A.S.A.
Senior Consultant and Actuary
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary of Actuarial Assumptions and Methods

A.  Mortality

For healthy participants, the 1994 UP Mortality Table Projected to 2007 was used with separate
rates for males and females. There is currently no margin for future mortality improvement in
the current mortality assumption. We recommend the mortality assumption be reviewed in
conjunction with an experience study to determine the appropriate margin (if any) to be used in
the October 1, 2012 Actuarial Valuation.

For disabled participants, the RP 2000 Disabled Mortality Table Projected to 2007 was used
with separate rates for males and females. There is currently no margin for future mortality
improvement in the current mortality assumption. We recommend the mortality assumption be
reviewed in conjunction with an experience study to determine the appropriate margin (if any) to
be used in the October 1, 2012 Actuarial Valuation

B. Investment Return

7.5%, compounded annually; net rate after investment related expenses.

C. Allowances for Expenses or Contingencies

Estimated expenses for upcoming year, not including investment related expenses.

D. Employee Withdrawal Rates

Withdrawal rates for males and females were used in accordance with the following illustrative
examples:
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary Actuarial Assumptions and Methods (Continued)

D. Employee Withdrawal Rates (cont'd)

E. Salary Increase Factors

Current salary is assumed to increase at a rate based on the tables below.
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary Actuarial Assumptions and Methods (Continued)

F. Disability Benefits

e

Rates: See Table Below

Percent Service Connected: 25% for General, 80% for Police.

Assume 50% of Service Connected Disabilities are due to injury and 50% are
due to disease.

Actuarial Value of Assets

The method used for determining the actuarial value of assets phases in the
deviation between the expected and actual return on assets at the rate of 20% per
year. The actuarial value of assets will be further adjusted to the extent necessary
to fall within the corridor whose lower limit is 80% of the fair market value of plan
assets and whose upper limit is 120% of the fair market value of plan assets.

Assumed Retirement Age
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary Actuarial Assumptions and Methods (Continued)

Marriage Assumption

100% of all members are assumed to be married. Wives are assumed to be three years younger
than their husbands.

Treatment of Actuarial Gains and Losses

Gains and losses are amortized over a period of 30 years,
Inflation
4.0% per year.

Cost of Living Adjustment

A 1.5% automatic annual cost of living increase is provided for all current and future retirees,
disabled members, beneficiaries and vested terminated members.

Actuarial Funding Method

Normal Retirement, Termination, Disability. and Death Benefits; Entry-Age-Actuarial Cost Method.

Under this method the normal cost for each active employee is the amount which is calculated to be
a level percentage of pay that would be required annually from his age at hire to his assumed
retirement age to fund his estimated benefits, assuming the Plan has always been in effect. The
normal cost for the Plan is the sum of such amounts for all employees. The actuarial accrued
liability as of any valuation date for each active employee or inactive employee who is eligible to
receive benefits under the Plan is the excess of the actuarial present value of estimated future
benefits over the actuarial present value of current and future nomal costs. The unfunded actuarial
accrued liability as of any valuation date is the excess of the actuarial accrued liability over the
actuarial value of assets of the Plan.

Changes From Previous Valuation

None.
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary Actuarial Assumptions and Methods {Continued)

Q. Choice of Assumptions and Methods

The actuarial assumptions and methods are recommended by the actuary and adopted by the
Board of Trustees at various times. Uniess otherwise indicated (below) the actuarial assumptions
were adopted prior to 1998. The recommendations are based on a review of actual plan
experience. A formal experience study was recently performed for the five (5) year period ended
September 30, 2006.

Prior to Octcber 1, 1999 the investment return assumption was 7.0%, compounded annually; net
rate after investment related expenses.

Prior to October 1, 1999 the mortality assumption was the 1983 Group Annuity Mortality Tables with
separate rates for males and females.

Prior to October 1, 2003 there was no cost of living adjustment benefit assumption.

Prior to October 1, 2004 the asset vaiue was four-year smoothed average.

Prior to October 1, 2007 the mortality assumption was the 1994 Group Annuity Static Mortality
Tabie with separate rates for maies and females.

Prior to October 1, 2007 the salary increase assumption was 6.0% per year.
Prior to October 1, 2007 75% of disabilities were assumed to be service related for Police Officers.

Prior to October 1, 2007 the withdrawai rates for males and females were used in accordance with
the following illusirative example:
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary Actuarial Assumptions and Methods (Continued)

Prior to October 1, 2010 the salary increase assumption was as follows:
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Retirement Plan for Employees of the
Town of Surfside, Florida

Schedule of Active and Retiree Valuation Data

Active Members

Valuation Annual Average %
Date Number Payroil Pay increase
10/01/2006 20 $ 3,653,048 $ 40,589 7.5 %
10/01/2007 20 3,978,291 44,203 8.9
10/01/2008 96 4 568,544 47,589 7.7
10/01/2008 79 4,059,522 51,386 8.0
10/01/2010 77 4,018,852 52,167 1.5
10/01/2011 78 4,053,208 51,964 (0.4)
Retirant and Beneficiary Data Annual Allowances
' % Increase Average
Valuation Number Number Added Removed in Annual Annual
Date Added Removed Number to Roll from Roll COLA Total Aliowances  Allowances
10/01/2006 1 0 33 3 17,436 $ 0 3 5,862 $ 503,126 49 % $ 15,246
10/01/2007 2 3 32 55450 35,746 6,810 529,640 5.3 16,551
10/01/2008 0 3 29 0 25,193 6,327 510,774 (3.8) 17,613
10/01/2009 10 3 36 145,401 53,888 7,820 610,107 10.4 16,947
10/01/2010 3 0 39 35,996 0 7,284 653,387 7.1 16,754
10/01/2011 3 2 40 24,258 51,153 8,962 635,454 (2.7) 15,886
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Retirement Plan for Employees of the
Town of Surfside, Florida

Solvency Test

(3)

Active
(1) Members Portion of
Active (2) (Employer Actuarial Accrued Liability
Valuation Member Retirants and Financed Value Covered by Assets
Date Contributions Beneficiaries Partion) of Assets (1 (2) (3)
10/01/2006 1,447 621 5179312 % 3353260 § 10,500,533 100.0 % 100.0 % 1000 %
10/01/2007 1,296,099 5,504,436 3,424,736 11,201,453 100.0 100.0 100.0
10/01/2008 1,528,508 5288777 4,144,003 11,701,487 100.0 100.0 100.0
10/01/2008 1,437,003 6,228,781 3,996,513 11,697,998 100.0 - 100.0 100.0
10/01/2010 1,708,876 6,445,415 4,260,568 12,304,770 100.0 100.0 974
10/01/2011 1,818,025 6,246,414 5,107,584 12 487 404 100.0 1000 84.6
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Retirement Plan for Employees of the
Town of Surfside, Florida

Analysis of Financial Experience

Gain {or Loss) During Gain {or Loss) Composite Gain

Year From Financial During Year Due to {or Loss) During
Year Experience Liabllities Year
20086 $ (124 ,961) 3 (248,292) 8 (373,253)
2007 209,407 650,932 860,339
2008 (324 ,963) 112,171 (212,792)
2009 (962,971) 387,434 (575,537)
2010 (417,823) (332,096) (749,919)
2011 (896.,624) 75,429 (821,095)

45



RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary of Plan Provisions and Changes
Effective Date

January 1, 1962

Eligibility Requirements

All regular, full-time employees are eligible upon employment. The Town
Manager and Town Attorney have the right fo opt out of the Plan.

Creditable Service

All service of a member measured in years and completed months since
latest date of hire with the Town.

Average Final Compensation (AFC):

The average of basic compensation during the highest three years (five
years for General Employees) of the ten years preceding termination of
employment; does not include bonuses, overtime, jlump sum payments of
unused leave or other non-regular payments.

Normal Retirement

Eligibility -

For sworn Police Officers, the earliest of (1) age 52 with 20 years of
Creditable Service, (2) age 62 or (3) completion of 25 years of Creditable
Service. For participating Town Manager, age 64 with 7 years of Creditable
Service. For all other employees, the earlier of (1) age 62 with 15 years of
Creditable Service or (2) age 65 with 10 years of Creditable Service.

Benefit -

Benefit Accrual Rate per Year of

Service Based on
Employee Contribution Rate of
Period of Service 5% 6% 7% 8%

Before 10/1/1979 1213% N/A N/A N/A
10/1/1979 - 6/30/1996 1213% N/A 2% N/A
7/1/1996 - 1/31/2003 12/3% N/A 2% 2.5%
2/1/2003 - 9/30/2005 2% 2.5% N/A N/A
10/1/2005 - 9/30/2006 2% 2.5% N/A 3% *
After 10/1/2006 2% 2.5% N/A 3.5% "
Maximum benefit is 90% (75% prior to October 1, 2006) of AFC
(60% of AFC for General Employees).

* For Police Officers only.
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary of Plan Provisions and Changes (Continued)

Form of Payment -
Straight life annuity with guaranteed refund of Accumulated Contributions
(with options available).

Early Retirement

Eligibility -
The earlier of (a) age 55 with 15 years of Creditable Service, or (b) 20 years
of Creditable Service regardless of age.

Benefit -

Same as Normal Retirement Benefit using AFC and Creditable Service as of
Early Retirement Date but payable at Normal Retirement Date assuming
continued employment. Alternatively, benefits may commence immediately
after reduction of 0.5% for each month early.

Delayed Retirement

Eligibility -
Retirement after Normal Retirement Date.
Benefit -

Calculated in the same manner as Normal Retirement Benefit using AFC
and Creditable Service as of delayed retirement date.

Disability

1. Service Connected

Eligibility -

Total and permanent disability incurred prior to normal retirement date
as a direct result of performance of service to the Town and eligible for
Social Security disability benefits.

Benefit - :

75% (if injury) or 45% (if disease) of the rate of pay in effect on date of
disability payable for life or until recovery. For General Employees,
less Social Security disability benefits; there is an offset for Workers'
Compensation to the extent that the disability benefit plus the Workers'
Compensation benefit exceed 100% of pre-retirement salary.
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary of Plan Provisions and Changes (Continued)

Non-Service Connected

Eligibility -
Total and permanent disability not incurred as a direct result of performance of
service to the Town.

Benefit -
Accrued pension benefit.

Death Benefit

1.

Pre-Retirement:
Refund of Accumulated Contributions

After Normal Retirement Date but before Actual Retirement:
Survivor benefit payable in accordance with optional form of benefit chosen by
member.

After Retirement;
Refund of any remaining Accumulated Contributions or optional survivor's
benefits if elected.

Accumulated Contributions

The sum of all amounts contributed by members including 4% interest on
contributions made after January 1, 1979. Effective January 1, 2009, member
contributions are picked-up by the Town.

Termination Benefit

Upon termination prior to normal or early retirement date a member shall be entitled
to choose (1) or (2) below, where:

1.
2.

Refund of Accumulated Contributions.

Benefit as for normal retirement using AFC and creditable service as of date of
termination multiplied the applicable percentage on the table below,
commencing at age 62 (65 for General Empioyees).
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RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE, FLORIDA

Summary of Plan Provisions and Changes (Continued)

Percentage
Years of General Police
Credited Service Employees Officers
Less than 5 0% 0%
5 50% 100%
6 60% 100%
7 70% 100%
8 80% 100%
9 90% 100%
10 or more 100% 100%

Cost of Living Increase

A 1.5% automatic annual cost of living increase is provided for all current and future
retirees, disabled members, beneficiaries and vested terminated members.

Deferred Retirement Option Program (DROP) (Police Officers Only)

1.
2.
3.

4.

Eligibility: Attainment of normal retirement date.

The maximum period of participation in the DROP is five (5) years.

An employee's account in the DROP program shall be credited with interest
based upon actual Fund investment return. '

No payment may be made from DROP until the employee actually separates
from service with the Town.

Changes From Previous Valuation

Eligibility was all regular, full-time employees are eligible upon employment.
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STATISTICAL SECTION

Retirement Plan for Employees of the
Town of Surfside, Florida

Schedule of Revenue by Source and Expenses by Type

Revenue by Source

Employer Contributions

Year Member % of Annual Investment

Ending Contributions Amount ‘Covered Payroll Income Total
9/30/2008 $ 256,904 % 230,812 83 % 5 674,441 $ 1,182,157
9/30/2007 257,683 264,370 6.6 1,418,451 1,841,404
9/30/2008 280,595 384,416 84 (1,693,976} (928,9865)
9/30/2009 318,692 423,747 104 {208,640} 535,799
9/30/2010 281,069 553,919 13.8 753,346 1,688,334
9/30/2011 284,950 625,963 154 (338,591) 572,322

Expenses by Type

Year Benedt Administrative
Ending Paymenis Expenses Refunds Miscellaneous Total
9/30/2006 § 447086 § 53,323 § 28715 § 0 § 529124
9/30/2007 482,119 39,112 286,050 0 807,281
5/30/2008 501,137 75,895 102,545 0 879,577
9/30/2009 483,668 78,048 101,811 0 663,528
9/30/2010 574,121 69,101 46,843 V] 663,085
8/30/2011 580,747 73,016 106,459 0 760,262
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STATISTICAL SECTION

Retirement Plan for Employees of the
Town of Surfside, Florida

Schedule of Benefit Expenses by Type

Age & Service
Benefits Disability Benefits Refunds

Death in

Year Service
Ending Retirants Survivors Benefits Retirants Survivors Death Separation Total

2006 331829 § 33102 & 0 3 82,155 & o 3 o 9 28715 475,801
2007 381,640 26,639 0 73,840 o 0 286,050 768,169
2008 309,746 38,255 0 63,136 0] 0 102,545 603,682
2009 366,341 53,244 0 64,083 0] 0 101,811 585479
2010 4221186 86,961 0 65,044 1) 0 49,843 623964
2011 420,855 93,872 o 66,020 0 0 106,489 687,246
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STATISTICAL SECTION

Retirement Plan for Employees of the

Town of Surfside, Florida

Schedule of Retired Members by Type

October 1, 2011

Type of Retirement™™

Option Selected #

Amount of Number
Monthly of
Benefit Retirants 1 2 3 Life Opt. 1 Cpt. 2
Deferred 6 ¢ 0 3] 5 1 ¢
$1-500 5 5 0 0 5 0 o
501-1,000 8 7 1 0 3 4 1
1,001-1,500 5 5 0 0 3 2 o
1,501-2,000 9 8 1 0 3 5 1
2,001-2,500 4 4 o 0 4 o 0
2,501-3,000 2 2 0 o 2 o 0
3,001-3,500 1 0 1 o 0 1 0
3,501-4,000 0 0 0 o 0 0 0
Over 4,000 0 0 0 0] 0 0 0
Totals 40 31 3 6 25 13 2

ik

Type of Retirement

Nermal and Early retirement

including survivor beneficiaries

Disability retirement

Former mem ber with deferred future benefit

# Option Selected

Life Annuity - Normal Form
Opt. 1 - Joint & Survivor
Qpt. 2 - 10 years certain & life



STATISTICAL SECTION

Retirement Plan for Employees of the
Town of Surfside, Florida

Schedule of Average Benefit Payments

RETIREMENT EFFECTIVEDATES

YEARS OF CREDITHD SERVICE

For Fiscal Years ended

September 30: 0-5 5-10 10-15 15-20 20-25 25.30 30+ Total
2006

Average Monthly Benefit $ “ $ $1,453 $ - $ - $ - 5 - $ 1,453

Monthly Average Final Salary $ - $ $6,461 $ - § - 58 - $ - $ 8,461

Number of Active Retirants - 1 - - - - 1
2007

Average Monthly Benefit $ - $ § - $ - $1,041 $3,580 $ - F 0 2310

Monthly Average Final Salary $ - $ $ - $ - $3,000 $6,076 $ - $ 4,583

Number of Active Retirants - - - 1 1 - 2
2008

Average Monthly Benefit $ - $ $ - 5 - 5 - $ - $ - $ -

Monthly Average Final Salary $ - $ $ - $ - $ - 5 - $ - $ -

Number of Active Retirants - - - - - . .
2009

Average Monthly Benefit $ 761 5 $ - $ 1,243 $ - $ 616 $ 1,772 $ 1,127

Monthly Average Final Salary $6,767 $ $ - $ 3,133 $ - $2,020 $ 2,954 8 3,601

Number of Active Retirants 1 - 2 - 1 1 5
2010

Average Monthly Benefit 58 - $ $1,541 $ - 5 - $ - $ - $ 1,541

Monthly Average Finai Salary 5 - $ $6,408 $ - 5 - $ - $ - $ 6,406

Number of Active Retirants - 1 - - - - 1
2011

Average Monthly Benefi § - § $ 877 $ - $ - & - $ - $ 877

Monthly Average Final Salary $ - % $3,490 $ - $ - $ - $ - $ 3,499

Number of Active Retirants - 2 - - - - 2
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Retirement Plan for Employees of the
Town of Surfside, Florida

Schedule of Funding Progress

Schedule of Funding Progress

54

Actuarial Accrued Unfunded UAAL as a
Actuarial Liability AAL Funded Covered Percentage of
Actuarial Value of Assets (AAL) - Entry Age (UAAL) Ratio Payroll Covered Payroli
Valuation Date (a) {b) {b-a) (a/b) (c) ((b-a)/c)

10/01/2006 $ 10,500,533 $ 9,980,193 $ (520,340) 105.2% $ 3,653,048 (14.2%)
10/01/2007 $ 11,201,453 $ 10,225,271 $ (976,182) 109.5% $ 3,978,291 (24.5%)
10/01/2008 $ 11,701,487 $ 10,971,286 $ (730,201) 106.7% $ 4,568,544 (16.0%)
10/01/2009 $ 11,697,998 $ 11,662,297 $ (35,701) 100.3% $ 4,059,522 (0.9%)
10/01/2010 $ 12,304,770 $ 12,414,859 $ 110,089 99.1% $4,016,852 2.7%
10/01/2011 $ 12487404 $ 13,272,023 $ 784619 941% $ 4,053,208 19.4%



Retirement Plan for Employees of the
Town of Surfside, Florida

Accounting Disclosure Exhibit

Historical Trend information

A. Schedule of Employer Costs (GASB No. 25)

Fiscal Year Annual Required Percentage of
Ending Contribution (ARC)  ARC Contributed
09/30/2006 $ 203,274 114%
09/30/2007 $ 264,370 100%
09/30/2008 $ 384,905 100%
09/30/2009 $ 423,747 100%
09/30/2010 $ 553,919 100%
09/30/2011 $ 625,963 100%

B. Schedule of Employer Costs (GASB No. 27)

Fiscal Year Annual Pension Percentage of Net Pension
Ending Cost (APC) APC Contributed Obligation

09/30/2006 $ 205,246 112% $ (229,395)
09/30/2007 $ 266,589 99% $ (227,176)
09/30/2008 $ 387,284 99% $ (224,308)
09/30/2009 $ 425,917 99% $ (222,138)
09/30/2010 $ 556,068 100% $ (219,989)
09/30/2011 $ 628,266 100% $ (217,686)

Annual Pension Cost and Net Pension Asset

Fiscal Year Ended 09/30/2011 09/30/2012

Annual Required Contribution (ARC) $ 625,963 $ 523,245

Interest on Net Pension Asset (NPA) (16,499) (16,326)

Adjustment to ARC 18,802 18,815

APC $ 628,266 $ 525,734

Town Contributions $ (625,963)

Increase (Decrease) in NPA $ 2,303

NPA (beginning of year) $ (219,889

NPA (end of year) $ (217,8686)
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Retirement Plan for Employees of the

Town of Surfside, Florida

Accounting Disclosure Exhibit

Annual Pension Cost For the Current Year and Related Information:

Contribution rates:
Employer
Plan members
Annual Pension Cost
Contributions made
Actuarial valuation date
Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Actuarial assumptions:
Investment rate of return *

Projected salary increases *
Cost of living adjustments

* Includes inflation at

56

13.0%
7.0%

$ 525,734

To be determined

10/01/10

Entry Age

Level dollar amount, closed
30 years

Five year smoothed market

7.5%
1.5% - 13.5%
1.5%

4.0%
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TOWN COF SURFSIDE, FLORIDA
RETIREMENT PLAN FOR EMPLOYEES OF THE
TCOWN OF SURFSIDE, FLORIDA

STATISTICAL SECTION
(Unaudited)

This part of the Retirement Plan £for Employzes of the Town of Surfside’s
Comprehensive Annual Financial Report presents detailed information as a context for
understanding what the infermation in the financial statements, note digclosures,
and required supplementary information says about the Fund’'s overall financial
health.

CONTENTS
Page (s)

Financial Trends

These schedules contain trend information to help the reader understand how the
Retirement Plan’s financial performance and well-being have changed over time.

Schedules of Changes in Net Assets 57 - &8
Last Ten Fiscal Years

Schedules of Benefit Expense by Type 59
Last Ten Fiscal Years

Demographic Information

This schedule offers demographic information to help the reader understand the
environment within which the Retirement Plan financial activities take place.

achedule of Retired Members by Type of Benefit 61



TOWN OF SURFSIDE, FLORIDA
RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE

SCHEDULE OF CHANGES IN NMET ASSETS
LAST TEN FISCAL YEARS

2002 2003 2004 2005
Additions
Contributions
Exployer ] - S - $ 102,410 $ 102,410
Plan Members 165,491 164,008 157,645 171,061
Plan Member Buybacks - = - =
Total Contributions 165,491 164,009 260,055 273,471
Investment Income
Total Net Income from
Investing activities {366,883) 979,980 687,204 746,242
Total Additions to Plan
Net Assets (201 ,392) 1,143,999 947,259 1,019,713
Deductions
Benefits 286,178 290,027 300,085 393,306
Refunds of Contributions 87,236 43,897 102,925 59,377
Administrative Expenses 36,286 33,517 39,396 39,960
Total Deductions from Plan
Net Assets 409,700 367,441 442,406 492,643
Changes in Net Assets {611,092) 776,558 504,853 527,070
Banefits:
Beginning of Year 8,505,144 7,894,052 8,670,610 9,175,463
End of Year $7,.,894,052 $8,670,610 $9,175,463 $9,702,533

Source: Town of Surfside
Finance Department
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$

2006 2007 2008 2009 2010 2011
230,812 § 264,370 $ 384,416 $ 423,747 § 553,919 625,963
235,140 257,583 280,595 318,692 281,069 284,950

21,764 - - - - -
487,716 521,953 665,011 742,439 834,988 910,913
650,441 1,434,365 _(1,593,976) (206,753) 753,346 (338,591)

1,147,157 _ 1,956,318 (928, 965) 535,372 1,588,334 572,322

447,086 482,119 501,137 483,668 574,121 580,747

28,715 286,050 81,234 123,009 49,843 106,499

38,323 39,112 75,895 78,049 69,101 73,016
514,124 807,281 658,266 684,726 693,065 760,262
633,033 1,149,037  (1,587,231) (149,040) 895,269 (187, 940)

9,702,533 10,335,566 11,484,603 9,897,372 9,748,332 10,643,601
$10,335,566 S11,484,603 § 9,897,372 § 9,748,332 510,643,601 $10,455,661
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TOWN OF SURFSIDE, FLORIDA
RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE

SCHEDULE OF BENEFIT EXPENSES BY TYPE
LAST TEN FISCAL YEARS

Year Age & Service Benefits Disability Reiunds

Ended Retirants Survivors Benefits Separation Total
2002 197,177 28,746 60,255 87,236 373,314
2003 229,361 18,380 42,286 43,897 333,924
2004 214,901 24,251 60,933 102,925 403,010
2005 298,846 32,613 61,847 59,377 452,683
2006 323,113 33,102 80,871 28,7158 475,801
2007 372,859 26,639 82,621 286,050 768,169
2008 382,513 46,610 72,014 81,234 562,371
2009 353,645 56,929 73,094 123,009 606,677
2010 393,639 95,569 84,913 49,843 623,964
2011 417,725 97,002 66,020 106,499 687,246

Source: Town of Surfside
Finance Deparitment
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TOWN OF SURFSIDE, FLORIDA
RETIREMENT PLAN FOR EMPLOYEES OF THE
TOWN OF SURFSIDE

SCHEDULE OF RETIRED MEMBERS BY TYPE OF BENEFIT
SEPTEMBER 30, 2011

Amount of Type of Retirement**
Monthly Number of Option Selected **%
Benefit Retirants 1 2 3 Life Opt 1 opt 2
Deferred 6 0 0 6 5 1
$ i - 500 5 5 0 0 5 0 0
501 - 1,000 8 7 1 0 3 4 1
1,001 - 1,500 5 5 0 0 3 2 o}
1,501 - 2,000 9 8 1 0 3 5 1
2,001 - 2,500 4 4 o] 0 4 o} 0
2,501 - 3,000 2 2 o} 0 2 0 0
3,001 - 3,500 1 0 1 0 0 1 0
3,501 - 4,000 0 0 0 0 0 0 0
4,001 - 4.500 0 0 0 0 0 0 0
40 31 3 6 25 13 2

*% Type of Retirement

1 Normal and Early retirement
including survivor beneficiaries
2 Disability retirement

3 Former member with deferred future benefit
**% Option Selected
Life Annuity - Normal Form

Oopt. 1 - Joint & Survivor
Opt. 2 - 10 years certain and life
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