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Employee Benefit Trust
Peoria, Arizona

November 24, 2015
Honorable Board of Directors:

The accompanying basic financial statements of the City of Peoria Employee
Benefit Trust (the Trust) for the year ended June 30, 2015, have been prepared
for the use of the Trust Board, staff and other interested parties. This report
includes Management’s Discussion and Analysis, the basic financial statements
for the Trust and a supplemental budget comparison schedule.

This report was prepared by the Financial Services Division of the Finance
Department of the City of Peoria, Arizona (the City) as finance staff for the Trust.
It is intended as Trust management’s report to the Trust Board and other
interested parties.

The Trust is a component unit of the City of Peoria, Arizona for financial
reporting. As a component unit of the City, the accompanying financial statement
information was included in the annual audit of the City’s Comprehensive Annual
Financial Report (CAFR) for the year ended June 30, 2015. A copy of the City’s
CAFR may be obtained from the City’s website www.peoriaaz.gov . Additionally,
the auditors, Heinfeld, Meech & Co., P.C., have also expressed an opinion on the
separate financial statements of the Trust included herein. That opinion may be
found on page 1 of this financial report.

Questions about the financial statements included herein should be addressed to
the City of Peoria, Finance Department at the above website.
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INDEPENDENT AUDITOR’S REPORT

Board of Directors
City of Peoria, Arizona, Employee Benefit Trust

Report on the Financial Statements

We have audited the accompanying financial statements of the City of Peoria, Arizona, Employee Benefit
Trust (Trust), a component unit of the City of Peoria, Arizona, as of and for the year ended June 30, 2015, and
the related notes to the financial statements, which collectively comprise the Trust’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our 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. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the City of Peoria, Arizona, Employee Benefit Trust, as of June 30, 2015, and the
respective changes in financial position and, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements of the City of Peoria, Arizona Employee Benefit Trust are
intended to present the financial position and the changes in financial position of only that portion of financial
activity that is attributable to the Trust, a component unit of the City of Peoria, Arizona. They do not purport
to, and do not, present fairly the financial position of the City of Peoria, Arizona, as of June 30, 2015, and the
changes in its financial position and cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, as listed in the table of contents, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Trust’s basic financial statements. The transmittal letter and supplemental information as listed
in the table of contents are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The supplemental information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the supplemental information is fairly stated in all material respects
in relation to the basic financial statements as a whole.

The transmittal letter has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on the letter.

Helgtd, aen £0o, fe.

HEINFELD, MEECH & CO., P.C.
CPAs and Business Consultants

November 24, 2015
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Peoria Employee Benefit Trust (the Trust), we offer this narrative overview
and analysis of the financial activities of the Trust for the fiscal year ended June 30, 2015. This
discussion and analysis is designed to (1) assist the reader in focusing on significant financial issues, (2)
provide an overview of the Trust’s financial activity, (3) identify changes in the Trust’s financial position,
and (4) identify individual fund issues or concerns.

On January 1, 2010, the Trust was formed by petition to the City Council of the City of Peoria, Arizona
(City). The Trust is for health insurance coverage for City employees and dependents. The Trust is one
of the City of Peoria’s blended component units for the fiscal year ended June 30, 2015.

Financial Highlights

» The fiscal year 2015 contributions from employees were $3,029,986 and contributions from
the City totaled $13,056,282.

» There have been no settlements in excess of insurance in the past three years.

» The net position of the Trust at June 30, 2015, was $7,615,939 an increase of $2.6 million
from the previous year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis introduces the Trust's basic financial statements. The basic financial
statements are comprised of two components: (1) fund financial statements and (2) notes to the financial
statements.

Fund Financial Statements and Notes to the Financial Statements

The statement of net position presents information on all of the Trust's assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of the Trust is improving or deteriorating.

The statement of revenues, expenses and changes in net position presents information showing how the
Trust’s net position changed during the most recent fiscal year. All changes in net position are reported
as soon as the underlying event giving rise to the change occurs, regardless of the timing of the related
cash flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods.

The statement of cash flows outlines the cash inflows and outflows related to the operation of the Trust
for the year ended June 30, 2015. GASB Statement No. 34 requires that the basic financial statements
include both government-wide financial statements and fund statements. As discussed more thoroughly
in Note 1 to the financial statements, the operations of the Trust are accounted for in a single proprietary
fund. As a result, only the financial statements required for a proprietary fund are presented. The Trust is
reported as an internal service fund of the City. Internal service funds are used for activities where the
primary customer is the City itself.

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or conditions. Funds are used to ensure and demonstrate compliance
with finance-related legal requirements. All of the funds of the Trust are restricted as to use by law.



The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the financial statements and should be read in conjunction with the
financial statements.

FINANCIAL ANALYSIS OF THE TRUST'S FUND

As of June 30, 2015, the assets of the Trust exceeded its liabilities by $7.6 million (net position). Net
position is useful in assessing the Trust's ability to pay direct payment of benefits, losses, claims, or any
combination of insurance direct payments for the benefit of plan participants and beneficiaries. The
purpose of the Trust is to fund health, welfare and related benefit programs by the City in accordance with
the provisions of Arizona law and the Employee Benefits Trust First Amended and Restated Trust
Agreement.

The following table presents a summary of the Trust's net position for the fiscal years ended June 30,
2015 and June 30, 2014.

As of June 30, 2015 As of June 30, 2014
Current assets $ 71,875 $ 1,898,178
Non-current assets 9,147,073 4,928,678
Total assets 9,218,948 6,826,856
Current liabilities 1,603,009 1,767,075
Total liabilities 1,603,009 1,767,075
Net position:
Restricted 7,615,939 5,059,781
Total net position $ 7,615,939 $ 5,059,781

Net position of the Trust increased $2.6 million primarily due to increased revenues totaling $16.3 million
(increased $1.4 million from 2014) in fiscal year ending June 30, 2015. The Trust's expenses for fiscal
year ending June 30, 2015 were $13.8 million (a slight increase from 2014). The following table presents
a summary of the changes in net position for the fiscal years ended June 30, 2015 and June 30, 2014.

Fiscal Year Ended Fiscal Year Ended
June 30, 2015 June 30, 2014
Revenues:
Operating revenues:
Charges for services $ 16,086,268 $ 14,823,237
Miscellaneous 204,134 118,207
Nonoperating revenues:
Interest and investment income 21,875 18,234
Total revenues 16,312,277 14,959,678
Expenses:
Contractual services, materials and supplies 585,460 785,597
Insurance claims and expenses 13,170,659 12,660,121
Total expenses 13,756,119 13,445,718
Change in net position $ 2,556,158 $ 1,513,960




ECONOMIC FACTORS

Nationwide, healthcare cost trends continue to outpace wage increases and overall consumer price
inflation for other goods and services. In addition, the Affordable Care Act's 40 percent excise tax on
high-cost health plans goes into effect in 2018. Plan sponsors continue to look for ways to manage and
control cost increases in the future. The City of Peoria uses a consultant, the Hays Companies, in
analyzing trends, improving plan management and developing strategies to contain rising medical and
prescription costs. The City also engages its employees in wellness programs to educate and encourage
participants to make meaningful healthy lifestyle changes.

During fiscal year 2015, the Trust had positive claims experience where insurance claims and expenses
came in at 87% of budget. As a result, cash reserves of the Trust exceeded its required limit. For fiscal
year 2016, the Trust did not increase contributions and maintained the current contribution allocation of
83.3% to the City of Peoria and 16.7% to the employees. Future projections include an average annual
increase of 7.8% for medical costs and 9.7% for prescription costs based on national trends.

The adopted fiscal year 2016 budget for the Trust is $15.3 million, a 1.34% decrease from 2015.
FINANCIAL CONTACT

This financial report is designed to provide a general overview of the Trust’s finances and to demonstrate
accountability for the use of public funds. Questions about any of the information provided in this report,

or requests for additional financial information should be addressed to the City’s Finance Department at
the following address: City of Peoria, 8401 W. Monroe Street, Peoria, Arizona 85345.
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CITY OF PEORIA, ARIZONA
STATEMENT OF NET POSITION
EMPLOYEE BENEFIT TRUST
JUNE 30, 2015

Employee
Benefit
Trust
ASSETS
Current assets:
Accounts receivable, net $ 4,038
Interest receivable 2,637
Prepaid items 65,200
Total current assets 71,875
Non-current assets:
Restricted assets:
Pooled cash and investments 5,153,683
Investments 3,993,390
Total non-current assets 9,147,073
Total assets 9,218,948
LIABILITIES
Current liabilities:
Accounts payable 1,036,602
Claims payable 566,407
Total current liabilities 1,603,009
Total liabilities 1,603,009
NET POSITION
Restricted - trust purpose 7,615,939
Total net position $ 7,615,939

The accompanying notes are an integral part of the financial statements
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CITY OF PEORIA, ARIZONA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
EMPLOYEE BENEFIT TRUST
FOR THE YEAR ENDED JUNE 30, 2015

Employee
Benefit
Trust
OPERATING REVENUES
Charges for services $ 16,086,268
Miscellaneous 204,134
Total operating revenues 16,290,402
OPERATING EXPENSES
Contractual services, materials and supplies 585,460
Insurance claims and expenses 13,170,659
Total operating expenses 13,756,119
Operating income 2,534,283
NON-OPERATING REVENUES (EXPENSES)
Interest and investment income 21,875
Total non-operating revenues 21,875
Change in net position 2,556,158
Total net position - beginning 5,059,781
Total net position - ending $ 7,615,939

The accompanying notes are an integral part of the financial statements
9



CITY OF PEORIA, ARIZONA
STATEMENT OF CASH FLOWS
EMPLOYEE BENEFIT TRUST
FOR THE YEAR ENDED JUNE 30, 2015

Increase (decrease) in cash and cash equivalents

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers
Self-insurance costs
Net cash provided (used) by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Interest received on investments

Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Classified as:
Restricted assets - pooled cash and investments
Totals

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities

Operating income (loss)

Adjustments to reconcile operating income (loss) to net cash
provided by (used in) operating activities:

(Increase) decrease in assets:
Accounts receivable
Prepaid items

Increase (decrease) in liabilities:
Accounts payable
Claims payable

Total adjustments

Net cash provided (used) by operating activities

Non-cash investing, capital and financing activities:
Decrease in fair market value of investments
Total non-cash investing, capital and financing activities

Employee
Benefit
Trust

16,286,364
(815,042)
(13,170,343)

2,300,979

(531,802)
19,238

(512,564)

1,788,415
3,365,268

5,153,683

5,153,683

5,153,683

2,534,283

(4,038)
(65,200)

(164,382)
316

(233,304)

2,300,979

(1,862)

$
$

(1,862)

The accompanying notes are an integral part of the financial statements
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CITY OF PEORIA EMPLOYEE BENEFIT TRUST
PEORIA, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Employee Benefit Trust, a component unit of the City of Peoria, Arizona
(City), conform to accounting principles generally accepted in the United States of America (“GAAP") as
applicable to governmental units. The Governmental Accounting Standards Board (“GASB”) is the
accepted standard-setting body for establishing governmental accounting and financial reporting
principles.

The following is a summary of other significant accounting policies:
A. Financial Reporting Entity

The City of Peoria Employee Benefit Trust (the Trust) was formed by petition to the City Council
in 2010. The Trust agreement was amended and restated in April, 2013. The Trust's purpose is to
fund health, welfare and related benefit programs by the City in accordance with the provisions of
Arizona law through a combination of self-insurance and commercial insurance. Plan premiums
are paid by Participants and the City. The City Council Sub Committee on Boards and
Commissions nominates individuals to serve as Trustees overseeing the management and
administration of the Trust. For financial reporting purposes, the transactions of the Trust are
included in the self-insurance fund, an internal service fund in the City’s financial statements as if
they were part of the City’s operations.

B. Basic Financial Statements

The basic financial statements of the Trust are fund financial statements. According to GAAP,
government-wide financial statements (statement of net position and statement of activities)
report on all of the non-fiduciary activities of the Trust as a whole. The operations of the Trust are
accounted for in a single proprietary fund. Given this, government-wide financial statements are
not presented because these statements would be identical to the fund financial statements for
the Trust.

On the proprietary fund financial statements, operating revenues are those that flow directly from
the operations of that activity, i.e. charges to customers or users who purchase or use the goods
or services of that activity. Operating expenses are those that are incurred to provide those goods
or services. Non-operating revenues and expenses are items like investment income and interest
expense that are not a result of the direct operations of the activity.

C. Basis of Presentation

The accounts of the Trust are organized and operated in a single proprietary fund, the Health
Insurance Fund. The Health Insurance Fund is a sub-fund of the City’s Self-Insurance Fund, an
internal service fund. A fund is an independent fiscal and accounting entity with a self-balancing
set of accounts, which includes assets, liabilities, fund equity, revenues and
expenditures/expenses. Fund accounting segregates funds according to their intended purpose
and is used to aid management in demonstrating compliance with finance-related legal and
contractual provisions. The minimum number of funds maintained is consistent with legal and
managerial requirements. Internal Service Funds account for operations that provide services to
other departments or agencies of the City or to other governments on a cost-reimbursement
basis.

12



CITY OF PEORIA EMPLOYEE BENEFIT TRUST
PEORIA, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

D. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. Proprietary funds are accounted for on the flow of economic resources
measurement focus. This measurement focus emphasizes the determination of net income. The
accrual basis of accounting is used for proprietary fund types. Under this method, revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred.

E. Budgets and Budgetary Accounting

The Trust uses the following procedures in establishing the budgetary data reflected in the
accompanying financial statements:

» According to the laws of the State of Arizona, all operating budgets must be approved
by their governing board on or before the second Monday in August to allow sufficient
time for legal announcements and hearings required for the adoption of the property
tax levy on the third Monday in August.

e In June, the proposed budget for the following fiscal year is presented by the Budget
Manager to the Trust Board. The budget includes proposed expenditures and the
means of financing them. Public meetings are held to obtain citizen comment.

» Prior to June 30, the Trust Board legally enacts the budget, through the passage of a
resolution. The resolution sets the limit for expenditures for the year.

» The initial budget for the fiscal year may be amended during the year in a legally
permissible manner.

e All unencumbered expenditure appropriations expire at the end of the fiscal year.

 Encumbered amounts are re-budgeted in the following year as deemed appropriate
and necessary. Budgetary carry forwards are approved by the Trust Board.

The Trust prepares its annual budget in accordance with GAAP. The Trust prepares a budgetary
comparison schedule for its fund for presentation in the annual financial statements of the Trust.
This schedule displays original budget, amended budget and actual results (on a budgetary
basis). The budgetary comparison schedule for the Trust is presented as part of the
supplemental information.

F. Deposits and Investments

The City’s Investment Policy applies to the Trust funds held by the City. The City’s Investment
Policy authorizes the Trust to invest in obligations of the United States Government and its
agencies, the State of Arizona’s Local Government Investment Pool, SEC registered money
market funds, certificates of deposit and repurchase agreements in eligible depositories; AA rated
Corporate bonds, A-1/P-1 rated commercial paper or AA rated bonds of the State of Arizona
counties, cities, towns, school districts or special districts. As required by statute, collateral is
required for demand deposits, certificates of deposit and repurchase agreements at 102% of all
deposits not covered by Federal depository insurance.

13



CITY OF PEORIA EMPLOYEE BENEFIT TRUST
PEORIA, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

The Trust's deposits at June 30, 2015, were collateralized with securities held by the pledging
financial institution’s trust department in the City’s name.

Investments, if any, are stated at fair value. Interest income from investments is recorded as
earned under the accrual basis of accounting.

G. Risk Management

On January 1, 2010, the City established an employee benefit trust fund for health insurance
coverage for City employees and dependents. The trust agreement was amended and restated in
April, 2013. The City is self-insured for employee health claims up to $200,000 per claimant.
Commercial insurance is purchased for claims in excess of those limits as well as aggregate
insurance for claims in excess of 125% of the City’s total actuarially projected claims.

Premiums are collected through contributions from employee paychecks and department
budgets. COBRA participants contribute 100% of the premiums for their insurance coverage.
Premiums for the medical, vision, dental, and life insurance plans are determined prior to each
renewal period by estimating the costs of claims and administration of the plan based on a
number of factors including: the demographics of the group, previous claims history, plan design
changes and any new mandated benefits.

Premium payments to insurance carriers, as well as third party administrator costs are made
directly from the employee benefit trust fund. There have been no settlements in excess of
insurance in the past three years, nor have insurance coverage been significantly reduced in
recent years.

Governmental Accounting Standards Board Statement #10 requires that claims liabilities be
reported when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated. As of June 30, 2015, claims liability of $566,407 is reported in the Trust's
financial statements. The claims liability includes an estimated amount for claims that have been
incurred but not reported (IBNR). Claim liabilities are calculated considering the effects of
inflation, recent claim settlement trends, including frequency and amount of payouts, and other
economic and social factors. Changes in the Trust's claim liability amounts during the last two
fiscal years are as follows:

Fiscal Year Ending June 30, Fiscal Year Ending June 30,

2015 2014
Beginning Claims Liability $ 566,091 $ 558,769
Changes in Estimates 316 7,322
Current Year Claims 12,572,454 12,945,651
Claims Payments (12,572,454) (12,945,651)
Ending Claims Liability $ 566,407 $ 566,091

14



CITY OF PEORIA EMPLOYEE BENEFIT TRUST
PEORIA, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

H. Cash Equivalents

The Trust considers short-term investments, including restricted investments, in mutual fund
money market and U.S. Treasury bills and notes with maturities of less than three months at
acquisition date to be cash equivalents.

I. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the statement of net position/balance sheet and the reported
amounts of revenue and expenses/expenditures during the reported period. Actual results could
differ from those estimates.

2. CASH AND INVESTMENTS

The Trust participates in the pooled cash and investments of the City for daily transactions. At June 30,
2015, amounts of $4,209,940 in the City’s pooled cash and investments cannot be identified with any
specific investment types. In addition, the Trust held $4,937,133 in a separate account in the Trust's
name. Of this amount, $943,743 was held in a bank deposit account that is collateralized by the Trust's
agent in the Trust's name. Of the remaining funds, $1,999,426 was invested in agency notes and
$1,993,964 was invested in commercial paper. Below are the City's policies with regard to interest rate
risk, credit risk and custodial credit risk.

Interest rate risk: In order to limit interest and market rate risk, State law and the City’s investment policy
sets a maximum maturity on most investments of five years with a minimum of 35% of the Trust portfolio
invested for a period of one year or less and no more than 20% of the Trust’s portfolio be invested for a
period greater than three years. At June 30, 2015, 75% of the Trust’s investments of $3,993,390 have a
maturity of less than one year and no investments have a maturity greater than three years. At June 30,
2015, 70.3% of the City’s investments have a maturity of less than one year and no investments have a
maturity greater than three years. The City's investment policy also sets a maximum weighted average
maturity (WAM) not to exceed three years. The WAM at June 30, 2015 for the Trust's and the City’'s
investments was in compliance with the City’s policy.

Credit risk: State law and the City’s investment policy limits the purchase of Commercial Paper to those
securities rated A-1/P-1 or the equivalent by two nationally recognized statistical rating agencies. The
City’s investment policy also limits the purchase of Banker's Acceptances to those securities rated Aa or
better by two nationally recognized rating agencies and with a maximum maturity of 180 days. State law
and the City’s investment policy also restricts investments in certificates of deposit (CD) to fully
collateralized or insured from eligible Arizona depositories limited on a statewide basis by their capital
structure on a quarterly basis. Such CDs are further collateralized to 110% with pledged securities held
by an independent custodian approved by the City. City policy requires that securities underlying
repurchase agreements must have a collateralization level of at least 102 percent of the market value of
principal and accrued interest.

15



CITY OF PEORIA EMPLOYEE BENEFIT TRUST
PEORIA, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Moody's
Investment Type Rating
Federal Farm Credit Bank — Agency Note Aaa
Federal Farm Credit Bank — Discount P-1
Federal Home Loan Bank — Agency Note Aaa
Fannie Mae — Agency Note Aaa
Freddie Mac — Agency Note Aaa
Commercial Paper P-1

The City’s investment in the State of Arizona local government investment pool is limited to a pool
that invests only in government securities. At June 30, 2015, the State Treasurer’s pool had a credit
rating of AAAF/S1 by Standard and Poor's (S&P).

Concentration of credit risk: The City's investment policy sets diversification limits on both security
types and length of maturity. As of June 30, 2015, the City’s investments include 57.8% invested in
U.S. Agency Coupon securities, 5.7% in U.S. Agency Discount Notes, 6.9% in U.S. Treasury Notes,
22.7% in Commercial Paper, and 6.9% in money market funds and the Arizona State Investment
Pool. The Trust's investments of $3,993,390 include 25% invested in Federal Home Loan Bank-
Agency Notes, 25% in Freddie Mac — Agency Notes, and 50% in Commercial Paper.

Custodial credit risk: To control custodial credit risk, State law and the City’s investment policy
requires all securities and collateral to be held by an independent third party custodian in the City's
name. The custodian provides the City with monthly market safekeeping statements.

The City's investment in the State of Arizona's local government investment pool is stated at fair
value, which also approximates the value of the investment upon withdrawal.

3. NET POSITION RESTRICTIONS
The net position of the Trust is restricted by law as to use at fiscal year end. In accordance with the Trust
Agreement, distributions from the Trust may only be made for (1) providing benefits to participants or

beneficiaries and (2) paying all reasonable expenses of operating, administering or managing the Plan or
Trust.
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OPERATING REVENUES:
Charges for services
Miscellaneous

Total operating revenues

OPERATING EXPENSES:

Contractual services, materials and supplies
Insurance claims and expenses
Contingencies

Total operating expenses
Operating Income (loss)

NONOPERATING REVENUES (EXPENSES):

Interest and investment income
Total nonoperating revenues
Income before transfers

Change in net position

Total net position - beginning
Total net position - ending

CITY OF PEORIA, ARIZONA
BUDGETARY COMPARISON SCHEDULE
EMPLOYEE BENEFIT TRUST
FOR THE YEAR ENDED JUNE 30, 2015

Variance with

Actual Final Budget
Budgeted Amounts Amounts Over
Original Final (budgetary basis) (Under)

S 15,029,349 S 15,029,349 S 16,086,268 S 1,056,919
- - 204,134 204,134
15,029,349 15,029,349 16,290,402 1,261,053
692,259 732,369 585,460 (146,909)
14,353,060 15,083,979 13,170,659 (1,913,320)

500,000 - - -
15,545,319 15,816,348 13,756,119 (2,060,229)
(515,970) (786,999) 2,534,283 3,321,282
20,000 20,000 21,875 1,875
20,000 20,000 21,875 1,875
(495,970) (766,999) 2,556,158 3,323,157
(495,970) (766,999) 2,556,158 3,323,157
5,059,777 5,059,777 5,059,781 5,059,781
S 4,563,807 S 4,292,778 S 7,615,939 S 8,382,938
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