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i CPAs & CONSULTANTS
| GOLDSTEIN SCHECHTER KOCH

Independent Accountants’ Report on Applying Agreed-Upon Procedures

John Keane, Executive Director
Jacksonville Police and Fire Pension Fund
One West Adams Street, Suite 100
Jacksonville, FL 32202

We have performed the procedures described in Schedule I, which were agreed to by Jacksonville Police and
Fire Pension Fund, solely to assist you with respect to the accumulation and payment of Deferred Retirement
Option Program (“DROP”) benefits of Jacksonville Police and Fire Pension Fund for the period from January
1, 1999 to December 31, 2014 in accordance with Chapter 121 of the Ordinance Code of the City of
Jacksonville. Jacksonville Police and Fire Pension Fund’s management is responsible for the accumulation
and payment of DROP benefits of Jacksonville Police and Fire Pension Fund. This agreed-upon procedures
engagement was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants and the standards for attestation engagements contained in Government Auditing
Standards, issued by the Comptroller General of the United States. The sufficiency of these procedures is
solely the responsibility of those parties specified in the report. Consequently, we make no representation
regarding the sufficiency of the procedures described in Schedule I either for the purpose for which this report

has been requested or for any other purpose.
Our procedures and findings are described in Schedule I.

We were not engaged to, and did not; conduct an audit, the objective of which would be the expression of an
opinion on the accumulation and payment of Deferred Retirement Option Program (“DROP”) benefits of
Jacksonville Police and Fire Pension Fund. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been

reported to you.

This report is intended solely for the information and use of Jacksonville Police and Fire Pension Fund.
Unless restricted by law or regulation, or containing privileged and confidential information, copies of our
reports are to be made available for public inspection.

Very truly yours,
Golistein Jchechter Rock; LA.

Coral Gables, Florida

August 21, 2015
Coral Gables Hollywood Fort Lauderdale Boca Raton
2121 Ponce De Leon Bivd 4000 Hollywood Blvd. 2400 E Commercial Bivd. 22535 Glades Rd.
11th Floo Suite 215 South Suite 517 Suite 324A

Coral Gables, FL 33134 Hollywood, FL 33021 Fort Lauderdale. FL 33308 Boca Raton, FL 33431

305.442.2200 954.989 7462 954 351.9800 561 385.3550 gskadvisors.com



Jacksonville Police and Fire Pension Fund
Agreed-Upon Procedures Report

August 21, 2015
Schedule I - Procedures and Findings

Notes:

GSK’s main contact at Jacksonville Police and Fire Pension Fund (the “Fund”) was John Keane, Executive
Director.

All references to the “Ordinance” refer to the Ordinance Code of the City of Jacksonville.

A copy of the agreed upon procedures engagement letter is included in Exhibit A for reference. Please note
that the same numbering convention used in the engagement letter for purposes of listing the agreed-upon
procedures was used in organizing this report. As previously agreed to in the engagement letter, the
procedures were performed for the period January 1, 1999 to December 31, 2014 (“the period”).

Our procedures and findings are as follows:

(1) GSK will select the following DROP participants for testing: Richard Barrett, Bobby Deal and
Richard Lundy.

No exceptions were found as a result of applying the procedure. Refer to Exhibit B.

(2) In addition to the three aforementioned participants, GSK will select 10% of the DROP participant
population from the following three years, which have been selected at random: 2001, 2007 and

2013.

No exceptions were found as a result of applying the procedure. Refer to Exhibit B.

(3) GSK will perform the following for each participant:

a. Agree the DROP commencement date, DROP termination effective date, and employment date
to the “DROP Participant Termination of Employment Notification Form”

No exceptions were found as a result of applying the procedure. Refer to Exhibit B.

b. Agree the date of birth and distribution election to the “DROP and RLA Distribution Election
Form for DROP Participants.”

No exceptions were found as a result of applying the procedure. Refer to Exhibit B.

c. Agree the average monthly salary per the “Estimated Pension Benefit” form to the average
payroll received in the 52 pay periods prior to the DROP commencement date to verify the

average monthly salary.

No exceptions were found as a result of applying the procedure. Refer to Exhibit B.



Jacksonville Police and Fire Pension Fund
Agreed-Upon Procedures Report

August 21, 2015
Schedule I - Procedures and Findings - continued

3c. - continued

Ordinance 121.201(a) states “Members shall be entitled to a time service retirement benefit equal to a
maximum of 80 percent of the average salary (as defined in Section 121.113 (a)) received by the
member for the 52 pay periods immediately preceding the time of retirement, upon the completion of
30 years of credited service. For each year prior to the thirtieth year of service that a member retires,
the 80 percent retirement benefit shall be reduced by two percent, of the average salary (as defined in
Section 121.113 (a)) received by the member for the 52 pay periods immediately preceding the time
of retirement, with the minimum normal retirement benefit being 60 percent after completion of 20

years of credited service.

Ordinance 121.209 states “Upon an eligible member's election to participate in the DROP, the amount
of credited service and final average salary becomes frozen for purposes of determining pension

benefits.

GSK noted that the 52 pay periods preceding the DROP commencement date were used to calculate
the average salary for each of our selections.

GSK noted that the years of credited service at the DROP commencement date were used to calculate
the percentage of average salary used in calculating the retirement benefit for each of our selections.
The years of credited service was truncated to the nearest year of service for each of our selections.

d. Agree the yearly check amount paid to each participant to verify the benefit payment amount
paid to the participant over the DROP term and COLA applied each year.

No exceptions were found related to the procedure of agreeing the check amount to the benefit
awarded or recalculating the application of the COLA applied. Refer to Exhibit B.

GSK noted the following regarding the maximum DROP term awarded to the selected participants:

Ordinance 121.209(b)(1) states “An eligible member may elect to participate in the DROP for a
period not to exceed a maximum of 130 full bi-weekly pay periods (60 months) following the date on
which the member begins participation in the DROP. The following time limits will apply for

eligibility to elect to participate in the DROP.

Years of Credited Service pMaximum Pay Periods Maximum Months
at Time of Election of Participation of Participation
20 but less than 30 Years 130 bi-weekly 60
30 but less than 31 Years 78 bi-weekly 36
31 but less than 32 Years 52 bi-weekly 24



Jacksonville Police and Fire Pension Fund
Agreed-Upon Procedures Report

August 21, 2015
Schedule I - Procedures and Findings - continued

3d. - continued

As the years of credited service at the DROP commencement date were used to calculate the average
salary and percentage of salary as noted in step 3c above, GSK applied this same date in the
recalculation of the maximum DROP term. Upon identifying exceptions, we inquired of John Keane
regarding what date was used to define the “time of election” stated in the Ordinance. Mr. Keane
stated that the time of election is considered the date that the APPLICATION FOR DEFERRED
RETIREMENT OPTION PROGRAM (DROP) PARTICIPATION AND TIME SERVICE

RETIREMENT is signed by the participant.

GSK requested this form for each selected participant and noted that the years of credited service at
the time of election, or date the DROP application was signed, was used to calculate the maximum
DROP term. This resulted in different credited years of service being applied in this calculation than
was used in the calculation of the percentage applied to the average salary. It appears that in this
calculation that some of the years of credited service were rounded down to the nearest year and some
rounded up to the nearest year. If this was not the case, then six of our selections would have had less
than 20 years of credited service which would make them ineligible for the DROP. The below table is
a summary for a limited amount of our selections which display an example of each the various
scenarios we observed in calculating years of credited service. Refer to Exhibit C for a listing of all

selections.
Years of Years of Credited Years of Credited

Last Service per Service at Service at % of DROP

Name Form Time of Election® | DROP Commencement Date* | Average Salary | Period
Barrett 32 31.99 32.08 80% 24
Lundy 30 29.97 30.08 80% 60
Johnson 28 28.32 28.49 76% 60
Winfrey 26 26.07 26.23 72% 60
Tarkington 25 25.15 25.28 70% 60
Morgan 24 24.13 24.22 68% 60
General 24 23.91 24.06 68% 60
Gibson 22 22.10 22.24 64% 60
Calvert 22 21.96 22.14 64% 60
Copeland 20 19.94 20.07 60% 60
Starks 21 21.39 21.55 62% 60

* Ordinance 121.201(a) and 121.209(b)(1) which address the calculation of average salary and maximum
DROP period do not define the number of days in a year that should be assumed in calculating years of
credited service. Per John Keane, a 365 day year is used in the calculation. Accordingly, GSK recalculated the

years of credited service above based on a 365 day year.




Jacksonville Police and Fire Pension Fund
Agreed-Upon Procedures Report

August 21, 2015
Schedule I — Procedures and Findings - continued

e.Agree the balance that will be depleted over the period selected by the participant to receive
payments to the DROP balance report.

Exceptions were noted as follows:

For 3 of GSK'’s selections, there was a period of time that passed from the DROP termination date to
the time that the participant submitted their DROP AND RLA DISTRIBUTION ELECTION FORM
FOR DROP PARTICIPANTS to indicate how they elect to receive their accumulated DROP benefits.
GSK noted per review of the amortization schedules, that the participants were provided interest
during this period of time. GSK inquired of John Keane and he indicated that the balance should have
been frozen during the time that no election was made. Further, Mr. Keane indicated that he and his
team had already identified the error for two of the exceptions when gathering the documents for the
agreed upon procedures. Mr. Keane provided copies of letters dated August 5, 2015 to the
participants informing them of the error and that the adjustment would be made from the balance of
principle as of September 11, 2015. GSK recalculated the corrections without exception.

Mr. Keane agreed with the third exception, prepared a correction and provided GSK with a copy of a
letter dated August 26, 2015 to the participant informing her of the error and that the adjustment
would be made from the balance of principle as of September 25, 2015. Further, Mr. Keane indicated
that management is putting together a process to review all calculations for other errors of the same
type.

f. Agree the DROP pension benefits being received per the participant’s selection to a copy of a
check.

No exceptions were found as a result of applying the procedure. Refer to Exhibit B.

g. Agree the lump-sum payment received by participants, where applicable, to the check copy of
the lump-sum payments or partial lump-sum payment.

No exceptions were found as a result of applying the procedure. Refer to Exhibit B.

h. Agree the calculation of the declining balance over the period the retiree selected to receive
their balance, if applicable, to the “Year Payout” amortization schedule report.

For one participant selection, the benefit payment period per the amortization schedule did not agree
to the participant’s election. GSK also identified an exception for this participant in procedure 3(e)
and notes that the delay in the participant making their election caused this exception as well. Per
inquiry of Chuck Hayes, Pension Benefits Manager, the DROP balance for this participant was
adjusted to reflect their balance as of a previous date since additional interest accumulated. It appears
that the difference in the benefit payment period was due to a portion of the interest that was
incorrectly applied being corrected, but no documentation of the correction was available. Refer to

Exhibit B.
Other Matters

For the 28 selections, as it relates to how they were treated with respect to the calculation of average salary
and the maximum DROP term, it appears that each of the selections was treated consistently. This is

irrespective of any interpretation of the Ordinance.

-7-
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Engagement Letter



CPAs & CONSULTANTS
WEALTH ADVISORS
GOLDSTEIN SCHECHTER KOCH

May 18. 2015

John Keane, Exceutive Director
Jacksonville Police and Fire Pension Fund
One East Adams Street. Suite 100
Jachsonville, IFl. 32202-3616

Dear Mr. Keane:

We are pleased to confirm aur undersianding of the nature and himitanons of the services we are
1o provide for you.

We will apply the agreed-upon procedures which you have specified. listed in the attached
addendum. to test the accumulation and payment of Deferred Retirement Option Program
("DROP”) benelits of Jachsomitle Police and Fire Pension Fund for the period (rom Januany 1.
1999 10 December 31. 2014 in accordance with Chapter 121 of the Ordinance Code of the City of
Jacksonville. This engagement is solely to assist you in testing the accumulation and pay ment of
DROP benefits of Jacksonville Police and Fire Pension Fund, Our engagement 10 apply agrecd-
upon procedures will be conducted in accordance with attestation standards established by the
American Institutc of Certificd Public Accountants and the standards for attestation engagements
comained in Governmemt Auditing Standardy, issued by the Comptroller General of the United
States. The sufficiency of the procedures is solely the responsibility of those parties specified in
the report. Consequently. we make no representation regarding the sufliciency of the procedures
described in the attached schedule either for the purpose for which this report has been requested
or for any other purpose If. for any reason. we are unable to complete the procedures. we will
describe any restrictions on the performance of the procedures in our report. or will not issuc a

report as a result ol this engagement.

Because the agreed-upon procedures listed in the attached addendum do not constitute an
examination. we will not express an opinion on the accumulation and pavment of DROP henefits
of Jacksonville Police and Fire Pension Fund. In addition. we have no obligation 10 perform any

procedures beyond those listed in the attached schedule.

We will submit a report listing the procedures performed and our findings. This report is imended
solely for the use of Jackson ille Police and Fire Pension I'und and the City of Jacksomille. We
will provide copies of our 1eport 1o Jacksamville Police and Fire Pension | und and the Ciy of
Jacksonville. and those parties are responsible for distribution of the report. Unless restricted by
law or regulation. or containing privileged and confidential information. copics of our reports are
to be made available for public inspection. Our report will contain a paragraph indicating that had
we performed additional procedures. other maiters might have come to our attention that would

have been reported to vou.

gskadvisors.com

AL Al



Jotwt Keane Execubive Duector
Jacksonvidle Police and MNre Pension Fund
ay 18 2015

Page 2 of &

You are responsible for the presentation of the accumulation and payment of RDROP bencfits of
Jacksonville Police and Fire Pension Fund in accardance with Chapter 121 of the Ordinance Code
of the City of Jacksonville and any additional reports submitted in accordance with the requesied
procedurcs; and for sclecting the criteria and determining that such criteria are appropriate for
vour purposes. You arc responsible for assuming all management responsibilities and for
oversceing any non-attest services we provide by designating an individual. preferably within
senior management, who possesses suitable skill. knowledge, and/or experience. In addition, you
are responsible for cvaluating the adequacy and results ol the services performed and accepting

responsibility for the results of such services

Vincem Carrodeguas is the engagement partner and is responsible for supery ising the engagement
and signing the report or authorizing another individual to sign it

We estimate our fees (or these services will range from $8.000 to $10.000. You will also he hilled
for travel and other out-of-pocket costs such as report production. word processing, postige. clc.
Our invoices for these fees will be rendered each month as work progresses and are payable on
presentation. he fee is based on anticipated cooperation from your personnel and the assumption
that unexpected circumstances will not be encountered during the engagement. I significant
additional time is necessary., we will discuss it with you and arrive at a new fee estimate hefore
we incur the additional costs. Our invoices for these fees will be rendered cach month as work
progresses and arc pavable on presentation. In accordance with our firm policies. work may be
suspended if your account becomes 30 days or more overdue and will not be resumed untit your
account is paid in full. If we elect to terminate our services for nonpayment, our engagement will
be deemed o have been completed upon written notfication of termination even if we have not
completed our report. You will be obligated to compensate us for all time expended and 10
reimburse us for all out-or-pochet expenditures through the date of termination

I'his engagement includes only those services specifically described in this Agreement: any
additional services not specified herein will be agreed to in a separate letter, In the event that vou
request us to. or we are required to. respond 1o a subpoena court order. government regulatory
inquiries. or other legal process for the production of documents and/or testimony relative to
information we obtained and/or prepared during the course of this or any prior engagements, you
agree to compensate us for all time we spend in connection with such response. at our repular
rates, and to reimbursc us for afl related out-of-pocket costs that we incur.

Parties to this cngagement agree thal any disputc that may arise regarding the
meaning. performance. or enforcement of this engagement will. prior 10 resorting to
litigation, be submitted to mediation upon the written request of any party to the engagement
All mediations initiated as a result of this engagement shall be adminisiered by the
American Arbitration Association (AAA). The resullts of this mediation shall be bindine
only upon the agreement of each party to be bound. Costs of any mediation proceeding shall be

shared equally by both parties

gskadvisors.com




John Kezane Execulive Director
{

Jacksonvilie Police and Fire Pension Fund
May i8 2014
Page 3ot 3

You agree that our liability hercunder for damages. regardiess of the form of action. shall
not exceed the total amount paid for services under this Agreement or in the authorization
for a particular service where no engagement letier is made. This is your exclusive remedy

Other than for reasons of gross negligence, you further agree that we will not be liable for any
lost profits or for any claim or demand against you by any other parts. No action. regardless of
form. arising out of the services under this engagement may be brought by etther party more
than onc year after the cause of action has occurred. except that an action for non-payment
may be brought within one year of the date of last payment. In no event will we be liable for
consequential damages. even il we have been advised of the possibility of such damages.

We appreciate the opportunity to assist you and believe this letter accurately summarizes the
significant terms of our engagement I you have any questions. please let us know. I you agree
with the terms of our engagement as described in this letter, please sign the enclosed copy and
return it to us. If the need for additional procedures ariscs. our agreement with you will need 10 be
revised. 1t is customary for us to enumerate these revisions i an addendum to this leter, If
additional specified parties of the report are added, we will require that they achnow ledge in
writing their responsibility for the sufficiency of procedures.

Very truly y ours,
Goldstein Schechter Koch

Vince Carro8eguas. CPA
FEnclosures: Addendum | & 2

RESPONSE:

er correctly sets forth the understanding of Jacksonville Police and Fue Pension Fund,

b )

John Keane, Executive Director

¢-22-15

Date

Gorernance Signatwryf

Title: C A_ﬂi_rmvm‘ DAEJ ﬂf ’EV;I‘EE'S

e Le/22 /1%

gaskadvisors.com



Addendum 1

I'he following are the procedures to be performed for the period Janvary 11999 10 December 31
2014 (the "Period™):

1 GSK will select the following PROP participants for testing: Richard Barreit. Bobby Deal.
and Richard Lundy.

In addition to the three aforementioned participants. GSK will seleet 10% of the DROP
participant population from the following threc ycirs. which have been sclected at random
2001. 2007. and 2013.

9

3 GSK will perform the following for cach participant:

Agree the DROP commencement date, DROP termination ¢ffective date. and
cmployment date to the “DROP Participant  Fermmation of Employviment

Notilication Form.™

Agree the datc of hirth and distribution election 10 the “DROP and RLA
Distribution I-lection Form for DROP Participanis ™

Agree the average monthly salary per the “Estimated Pension Benefit™ form to
the average payroll received in the 32 weeks prior 1o the DROP commencement

date to verify the average mounthly salan

d  Agree the ycarly check amount paid to each participant to verify the benefit
pay ment amount paid to the participant over the DROP term and COL A applied

cich year

Agree the balance that will be depleted over the period selected by the participant
to receive payments to the DROP balance report.

n

f  Agree the DROP pension benefits being received per the participant’s selechon
to i copy of a check.

o~

Agree the lump-sum payment received by participants, where applicable. to the
check copy of the lump-sum payments or partial lump-sum payment

y

h Agree the calculation of the declining balance over the period the retree selected
to receive therr balance, if applicable, 1o the =Y e Payout™ amortization schedule

report.

gskadvisors.com




Addendum 2

In order 10 perform these procedures. please provide the following:

I The latest Summary Plan Document for the Jacksonvilic Police and Fire Pension lund and all
applicable Ordinances

A listing of all participants who entered the DROP during the period.

1o

3 The "DROP Participant Termination of Lmployment Notification Form™ lor alt sclected
DROP participants.

4 The "DROP and RLA Distribution ['lection Form for DROP Participants™ for all selected
DROP participants.

5. The “Esumated Pension Benefit” I'orm before the DROP commencement date for all selected
DROP participants.

6. Payroll report for the 52 weeks prior to the DROP commencement date for all selected DROP
participants

7T A chech copy of one pay ment made every vear into the DROP balance for all selected DROP
participants.

8. Avcport from the DROP account that shows the DROP halance on the last day the participam

is in the DROP or a report showing the halance on the last day of 1he period of the DROP
participamt if they have yet to begin receiving retirement benelit payments for all selected

DROP participants as applicable,
9. A check copy of the gross payment to cach participant alier the DROP commencement date
for all setected DROP participants
10. A check copy of the fump-sum payments to DROP participants. i applicable. for alf selecied
DROP participants who received a lump-sum or partial lump-sum payment,

Il The "Year Payout™ amortization schedule report for all participants (in excel). il applicable.
for all selected DROP participants

gskadvisors.com




