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PRESENT  

  

 Eric “Brian” Smith Jr., Chairman 

 Tracey Devine 

 Craig Lewis Sr., Secretary 

 Rodney Van Pelt 

  

 

STAFF 

 

 Timothy H. Johnson, Executive Director – Plan Administrator 

 Steve Lundy, Assistant Plan Administrator 

 Dan Holmes, Summit Strategies – via Webex 

 

 

EXCUSED 

 

 Rob Kowkabany 

 

 

CITY REPRESENTATIVES INVITED  

 

 Joey Greive, Fund Treasurer  

 

 

GUESTS 

 

 

I.  CALL TO ORDER 

 

 

II.  PUBLIC SPEAKING PERIOD 

 

 

III.  MEETING SUMMARY TO BE APPROVED 

 Committee action requested 

 

 1. Meeting Summary of the FIAC Meeting held May 11, 2017.  

  Copies held in the meeting fi les.  
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 2. Meeting Summary of the FIAC Workshop held June 9, 2017.  

  Copies held in the meeting fi les.  

 

 

V. OLD BUSINESS 

 

 

VI. EXECUTIVE DIRECTOR’S REPORT 

 Timothy H. Johnson 

 

 Contract Renewal Discussion 

 Committee action requested 

  

 1. Investment Consultant (Summit Strategies) 

   

 2. Custodian (Northern Trust) 

 

 

 Pension Reform Administration Discussion  

  

 1. Reform Working Group 

 

 

VII.  INVESTMENT CONSULTANT REPORTS  

 Dan Holmes 

 

 1. Flash Report – June 30, 2017 

 

 2. Economic & Capital  Market Update – June 30, 2017 

 

 3. Recommended Rebalancing 

  Committee action requested 

 

 4. Sawgrass Review 

  Committee action requested 
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VIII .  NEW BUSINESS  

 

 1. External Auditor (CRI) 

  Committee action requested 

 

 2. FIAC Meeting Attendance Discussion 

 

 

IX. ADJOURNMENT 

 

 

NOTES: 

 

Any person requiring a special accommodation to participate in the meeting 

because of disability shall contact Steve Lundy, Assistant Plan Administrator at (904) 

255-7373, at least five business days in advance of the meeting to make appropriate 

arrangements. 

 

If any person decides to appeal any decision made with respect to any matter 

considered at this public meeting such person will need a record of proceedings, and 

for such purpose such person may need to ensure that a verbatim record of the 

proceedings is made at their own expense and that such record includes the 

testimony and evidence on which the appeal is based.  The public meeting may be 

continued to a date, time, and place to be specified on the record at the meeting.   

 

Additional items may be added / changed prior to meeting.  

 

SL 





 

J A C K S O N V I L L E  P O L I C E  A N D  F I R E  P E N S I O N  F U N D  

F I N A N C I A L  I N V E S T M E N T  A N D  A D V I S O R Y  C O M M I T T E E  

M E E T I N G  S U M M A R Y  –  M A Y  1 1 ,  2 0 1 7  –  3 : 3 0 P M  

R I C H A R D  “ D I C K ”  C O H E E  B O A R D  R O O M  
 
 

PRESENT  

  

 Eric “Brian” Smith Jr., Chairman 

 Tracey Devine 

 Rob Kowkabany 

 Rodney Van Pelt 

  

 

STAFF 

 

 Timothy H. Johnson, Executive Director – Plan Administrator 

 Steve Lundy, Pension Benefit Specialist 

 Dan Holmes, Summit Strategies – via Webex 

 

 

EXCUSED 

 

 Craig Lewis Sr., Secretary 

 Joey Greive, Fund Treasurer 

 

 

I.  CALL TO ORDER 

 

Chairman Brian Smith called the meeting to order at 3:35PM.  

 

 

II.  PUBLIC SPEAKING PERIOD 

 

There were no requests for Public Speaking. Public Speaking Period was closed.  

 

 

III.  MEETING SUMMARY TO BE APPROVED 

 

 1. Meeting Summary of the FIAC Meeting held April  21, 2017.  

  Copies held in the meeting fi les.  

 

A motion was made by Rob Kowkabany, to approve the summary of the FIAC 

meeting held on April 21, 2017, seconded by Rodney Van Pelt. The vote passed 

unanimously.  
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IV. EDUCATIONAL OPPORTUNITIES  

  

1. May 31 – June 2, 2017 - FL Divis ion of Reti rement – 38th Annual Pol ice 

 Officers’ and Firefighters’ Pension Trustees’ School – Tal lahassee, FL 

 

Timothy Johnson informed the FIAC that one member of the Pension Advisory 

Committee wil l  be attending the event  in Tal lahassee. Timothy Johnson said he 

wil l email a l ink to the members of the FIAC w ith more information on the 

event. He also informed the FIAC that the PFPF wil l  pay for the trip if they 

choose to attend. 

 

Timothy Johnson then explained the role of the Pension Advisory Committee to 

the FIAC. 

 

Rob Kowkabany asked if any staff attend the Pension Advisory Committee 

meetings, and Timothy Johnson replied that he attends along with Steve Lundy 

and Chuck Hayes. 

 

Tracey Devine asked if this educational event is national or local.  

 

Timothy Johnson said that it  is for the State of Florida. Timothy  Johnson said 

that he recently attended another similar event in Orlando along with Trustee 

Lt. Chris Brown. 

 

The educational opportunities were received as information by the FIAC.  

 

 

V. OLD BUSINESS 

 

 

VI. EXECUTIVE DIRECTOR’S REPORT 

 Timothy H. Johnson 

 

Timothy Johnson said that there are no big tasks today, in contrast to the busy 

month of Apri l . He said that Dan Holmes wil l  f i l l  the FIAC in on the Loomis Sayles 

issue. 

 

Dan Holmes said that the General Employees’ Pension Plan (GEPP) and the 

PFPF both have hired Loomis Sayles as a money manager. A comingled Fund is 

preferred. The Off ice of General Counsel has been working with Loomis Sayles’ 

lawyers on a contract that wil l  comply with the requirements of Florida Law. 

After a long back and forth, separate accounts, instead of a comingled Fund, 

may be necessary.  
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Timothy Johnson said that he is encouraged that progress is being made.  

 

Timothy Johnson updated the FIAC on the past couple of weeks regarding the 

2017 pension reform. He started to discuss the chan ges to the ordinance that 

the Board of Trustees recommended to the City Council .  

 

Timothy Johnson briefly described the minimum l iquidity ratio. The Board of 

Trustees recommended a 7:1 ratio; the Council  passed a 5:1 ratio.  

 

Timothy Johnson described the 2015 pension reform and consent decree, and 

that the Board of Trustees recommended that it  be amended to reflect the 

intention of the 2017 pension reform ordinance to replace them. However, the 

Council  has not made any amendments to the 2015 ordinance or co nsent 

decree. 

 

Timothy Johnson updated the FIAC on John Keane’s lawsuit against the Board 

of Trustees.  

 

Timothy Johnson updated the FIAC on the Payrol l  Growth Rate Assumption. The 

City Council  approved the Board of Trustees’ recommendation of a 1.25% 

assumption. 

 

Timothy Johnson described the monthly agenda review conference call  to the 

FIAC. He also described his intention to hold a strategic planning session with 

the chairs of the Board and the Committees , counsel,  and union leadership to 

discuss implementation of the 2017 pension reform.  

 

Timothy Johnson also informed the FIAC of many contracts coming up for 

renewal, and that the 2017 pension reform wil l  close the plan, putt ing 

everything under a ‘new paradigm’. 

 

 

VII.  INVESTMENT CONSULTANT REPORTS   

 Dan Holmes 

 

 1. Economic & Capital  Market Update – April  30, 2017 

 

Dan Holmes covered many current economic factors influencing the global 

markets, including the French Presidential Election, US hiring trends, wage 

growth, and the expectation of the Federal Reserve raising rates at their next 

meeting. Dan Holmes said that US equit ies are posit ive, but not as strong as 

international equit ies and emerging markets.  
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Rodney Van Pelt said that the PFPF’s asset al location is heavy in equit ies, and is 

positively affecting growth. He asked if there is any way to remain in the 

current state of ‘imbalance’.  

 

Dan Holmes said that this should call  into question the plan’s asset al location 

going forward, and that this needs to be addressed.  

 

Tracey Devine asked if the plan is within its asset al location l imits.  

 

Dan Holmes replied that yes, it  is within l imits.  

 

Rodney Van Pelt asked if Dan Holmes could add info in current l it igation 

affecting money managers on the watch l ist . 

 

Tracey Devine said that for large fi rms, be careful what you ask for. Tracey 

Devine said that larger f i rms are involved in many lawsuits; however with 

smaller boutiques, this addition would be more appropriate.  

 

Dan Holmes said it  would be possible to add information about current 

l it igation; however it  would add many pages to the document.  

 

Dan Holmes then reviewed the Apri l  Flash Report with the FIAC (handout).  

 

The FIAC discussed the asset al locations, benchmarking, weights, and 

measures used by Summit Strategies for report ing. Dan Holmes gave a 

hypothetical,  simpler example of an al location calculation in order to explain 

the methods used. 

 

Rodney Van Pelt asked what indicators are used in various environments in 

which managers perform well  to index, and how allocation is adjusted 

accordingly. 

 

Tracey Devine explained structural differences between index funds and 

actively managed funds, and the current trajectory of the market as it  is 

trending. 

 

Rodney Van Pelt asked if Dan Holmes could prepare a presentation on 

alternatively structured index funds. 

 

Dan Holmes said he wil l  provide one.  
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Timothy Johnson briefly discussed the asset l iabil it ies study, and that it  could 

take 8 months from the beginning to end.  

 

Dan Holmes said that it  could take Summit Strategies about 2-3 months from 

when they get the information from the actuary.  

 

Rodney Van Pelt recommended that we add a new index fund to the PFPF’s 

toolbox, even if there is $0.00 al located to it,  in order to have it available 

rapidly in case it would be needed in the future.  

 

Dan Holmes said that he can bring up the topic at the next Board of Trustees 

Meeting. 

 

Tracey Devine asked Dan Holmes to provide information for the next FIAC 

meeting in June.  

 

 2. Investment Performance Review – March 31, 2017 

 

Dan Holmes briefly discussed the Investment Performance Review with the 

FIAC. 

 

 3. Watch List – Q1, 2017 

 

Dan Holmes briefly discussed the manager Watch List. He noted that Pinnacle is 

on the l ist because of Key Man Risk. One of the three in their team is 

experiencing health issues.  JP Morgan is performing under the benchmark; 

however Dan Holmes is not overly concerned.  

 

Dan Holmes said that Sawgrass is in the bottom quarti le  for performance in 1 

and 3 year periods. Sawgrass knows this and they want to come to speak at 

the next FIAC meeting in June. 

 

 

VIII .  NEW BUSINESS  

 

 

IX. ADJOURNMENT 

 

Chairman Brian Smith adjourned the meeting at about 5:15PM.  

 

 

NOTES: 
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Any person requiring a special accommodation to participate in the meeting 

because of disability shall contact Steve Lundy, Pension Benefits Specialist at (904) 255-

7373, at least five business days in advance of the meeting to make appropriate 

arrangements. 

 

If any person decides to appeal any decision made with respect to any matter 

considered at this public meeting such person will need a record of proceedings, and 

for such purpose such person may need to ensure that a verbatim record of the 

proceedings is made at their own expense and that such record includes the 

testimony and evidence on which the appeal is based.  The public meeting may be 

continued to a date, time, and place to be specified on the record at the meeting.   

 

Additional items may be added / changed prior to meeting.  

 

SL 

 

 

 

____________________________________________ 

Craig Lewis, FIAC Secretary 

 

To be approved at the FIAC Meeting on June 9, 2017 
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PRESENT  

  

 Rob Kowkabany 

 Rodney Van Pelt 

  

 

STAFF 

 

 Timothy H. Johnson, Executive Director – Plan Administrator 

 Steve Lundy, Pension Benefit Specialist 

 Dan Holmes, Summit Strategies – via Webex 

 

 

EXCUSED 

 

 Eric “Brian” Smith Jr., Chairman 

 Tracey Devine 

 Craig Lewis Sr., Secretary 

 

 

GUESTS 

 

 Chris Greco, Sawgrass Asset Management  

 Marty LaPrade, Sawgrass Asset Management  

 

 

I.  CALL TO ORDER 

 

Timothy Johnson called the workshop to order at 3:40PM. 

 

 

II.  PUBLIC SPEAKING PERIOD 

 

There were no requests for Public Speaking. Public Speaking Period closed.  

 

 

III.  MEETING SUMMARY TO BE APPROVED 

 

 1. Meeting Summary of the FIAC Meeting held May 11, 2017.  

  Copies held in the meeting fi les.  
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Timothy Johnson informed the Committee that since there are only two FIAC 

members present, thus there is no quorum, and no votes may be made. May’s 

meeting Summary approval has been deferred to July’s regularly scheduled 

meeting. Today’s FIAC meeting wil l  be classif ied as a workshop.  

 

 

V. OLD BUSINESS 

 

 

VI. EXECUTIVE DIRECTOR’S REPORT 

 Timothy H. Johnson 

 

 Contract Renewal Discussion 

  

 1. Investment Consultant (Summit Strategies) 

   

 2. Custodian (Northern Trust) 

 

Timothy Johnson told the FIAC that two contracts are up for renewal this 

September: the Investment Consultant, Summit Strategies, and the Custodian, 

Northern Trust. Timothy Johnson said that he would l ike for the Board of Trustees 

to extend these two contracts for one more year. He said that it  may not be 

the best t ime to change partners right now, given the fact that the Fund is 

undergoing pension reform.  

 

Rodney Van Pelt asked what the original duration of these contracts was.  

 

Steve Lundy said that the contracts are included in the workshop book.  

 

Dan Holmes said that Summit Strategies’ contract had already expired and was 

extended unti l  this September.  

 

Timothy Johnson noted that Summit Strategies has had a relationship as 

Investment Consultant with the PFPF for more than 10 years.  

 

Timothy Johnson said that he would ask the FIAC to extend the contracts in the 

July FIAC meeting, assuming there wil l  be a quorum.  

 

 3. External  Auditor (CRI) 

 

Timothy Johnson said that the PFPF’s contract for an external auditor has also 

expired. The PFPF’s previous external auditor, KBLD, has retired. Timothy 

Johnson contacted the City, and has been in contact with the City’s external 
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auditor, CRI. CRI has responded to the PFPF and has matched KBLD’s fees. 

Timothy Johnson said that the PFPF would be able to ‘piggyback’ on the City’s 

contract with CRI.  

 

Rodney Van Pelt asked if CRI performs the City’s annual audit.  

 

Timothy Johnson said that yes, they do, and they also provide audit services for 

the General Employees’ Pension Plan.  

 

 

 Pension Reform Administration Discussion  

  

 1. Asset Liabil i ties Study 

   

Timothy Johnson said that he has gathered insight from Dan Holmes on the 

asset l iabi l it ies study, and that there is a difference now in respect to the 

closing of the plan, because there is a dedicated funding source.  

 

Timothy Johnson said that the plan is expected to be 100% funded in 2056. If 

the plan is not ful ly funded by then, the surtax can  be extended until  ful ly 

funded status is reached.  

 

Timothy Johnson said that there are two views on investment strategy for the 

future. First, the plan could take a conservative strategy : low risk, low return. 

Secondly, the plan could value the surtax as an investment and afford to 

consider investing in riskier assets in pursuit of higher returns.  

 

 2. Oct. 1 2017 Actuarial  Valuation 

 

Timothy Johnson informed the FIAC that since the PFPF’s  last Actuarial 

Valuation, the PFPF has a new actuary, and new pension reform. He said this 

means that there is a ‘new guy counting the beans, and new rules on how our 

beans should be counted’.  

 

Rodney Van Pelt said that he would l ike to know how a closed plan impacts 

the actuarial valuation concerning how assumptions are assessed – how 

impacts are calculated and how they are derived, l ike the Surtax Growth Rate 

Assumption.  

 

Rodney Van Pelt said that although the FIAC cannot dictate what the Surtax 

Growth Rate Assumption is,  we can officially say what we think it  should be.  
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Timothy Johnson said that the actuary would present to the FIAC around 

October or November.  

 

Rodney Van Pelt discussed the rates of return for the PFPF as they relate to 

assessing the Assumed Actuarial Rate of Return for future years.  

 

Dan Holmes said that it  would be difficult to predict what the rates of return 

wil l  be on a 30-year horizon. Summit Strategies uses a 10-year horizon at 

maximum. 

 

 

VII.  INVESTMENT CONSULTANT REPORTS  

 Dan Holmes 

 

 1. Flash Report – May 31, 2017 

 

The Flash Report was received as information by the FIAC.  

 

 2. Economic & Capital  Market Update – May 31, 2017 

 

The Economic & Capital Market Update was received as information by the 

FIAC. 

 

 3. Recommended Rebalancing 

 

The Recommended Rebalancing was received as information by the FIAC. A 

vote could not be taken because there was no quorum.  

 

 4. Sawgrass Manager Review 

 

Dan Holmes said that since the plan has so much invested in high risk assets, 

Sawgrass is useful because they provide downside protection.  

 

Rodney Van Pelt said he feels that the plan should avoid trying to 

micromanage its asset al location. He reminded Dan Holmes that he mentioned 

a new index fund last month.  

 

Dan Holmes said that the alternate index fund wil l  be presented to the FIAC 

next month. The new index fund would uti l ize ‘smart beta’, which relates to 

reweighting on alternative factors such as valuation and momentum.  

 

Rodney Van Pelt added that the real test would be if the index cou ld 

outperform over t ime. 
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Dan Holmes said that it  would be hard to tel l,  as the index does not have a 

long history.  

 

 

VIII .  NEW BUSINESS  

 

 1. Sawgrass Asset Management Presentation  

 

Chris Greco gave a quick summary on Sawgrass. He noted that the fi rm has 

had a 2.5 year relationship with the PFPF, is a local f i rm in Jacksonvi l le Beach, 

and that 2/3 of its cl ients are municipal pension funds. He said that the fi rm is 

100% employee owned, and that it  grew out of Barnett Bank.  

 

Marty LaPrade asked the FIAC for questions, given the short amount of t ime 

available.  

 

Rodney Van Pelt asked about Sawgrass’ low volati l ity approach, and how it 

affects their abil ity to outperform the index.  

 

Marty LaPrade said that the strategy of Sawgrass isn’t exact ly to be low 

volati l ity. He said that Sawgrass’ strategy is to look at companies that are 

mispriced with low volati l ity. He said that he believes this strategy is superior to 

highly emotional growth strategies.  

 

Marty LaPrade continued the presentation, highl ighting in detai l  the 

performance of Sawgrass in many different historical market situations .  
(refer  to the Sawgrass Presentat ion attachment  for  greater  detai l ) 
 

Rodney Van Pelt asked how qualitative factors influence Sawgrass’ investment 

strategy, such as CEO changes.  

 

Marty LaPrade said that al l  s ituations are unique, and are considered. He used 

the example of Steve Jobs and Apple’s stock.  

 

Rodney Van Pelt asked if Sawgrass considers any companies to be the ‘gold 

standard’ as industry leaders, such as  Apple. 

 

Marty LaPrade said that Apple is a good example of a ‘gold standard’, 

although Sawgrass recently trimmed their holding in Apple. He said that Apple 

is a more emotional product, and that Sawgrass’ strategy is to trade around 

that. Sawgrass is always looking at fundamentals.  
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Chris Greco thanked the FIAC for al lowing them to present, and invited 

everyone at the workshop to visit  Sawgrass’ off ice in Jacksonvi l le Beach  

whenever they would l ike. 

 

 

IX. ADJOURNMENT 

 

Timothy Johnson adjourned the workshop at 5:08PM. 

 

 

NOTES: 

 

Any person requiring a special accommodation to participate in the meeting 

because of disability shall contact Steve Lundy, Pension Benefits Specialist at (904) 255-

7373, at least five business days in advance of the meeting to make appropriate 

arrangements. 

 

If any person decides to appeal any decision made with respect to any matter 

considered at this public meeting such person will need a record of proceedings, and 

for such purpose such person may need to ensure that a verbatim record of the 

proceedings is made at their own expense and that such record includes the 

testimony and evidence on which the appeal is based.  The public meeting may be 

continued to a date, time, and place to be specified on the record at the meeting.   

 

Additional items may be added / changed prior to meeting.  

 

SL 

 

 

 

____________________________________________ 

Craig Lewis, FIAC Secretary 

 

To be approved at the FIAC Meeting on July 14, 2017 
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Date: June 7, 2017   

To: Tim Johnson, Board of Trustees and FIAC, City of Jacksonville PFPF  

From: Dan Holmes  

Subject: Recommended Rebalancing 
 
 
 
 
Based on the Preliminary Flash Report dated May 31, 2017, domestic equities are 4.2% over the target 
allocation.  In order to reduce the overweight, I recommend the following rebalancing: 
 

 Reduce domestic large cap equities by $40 million  
o $20 million from the S&P 500 index fund 
o $10 million from Eagle  
o $5 million each from Brown and Sawgrass  

 Increase International equities by $18 million 
o $15 million to Baillie Gifford 
o $3 million to Acadian 

 Increase Core Plus fixed income by $20 million 
o $10 million each to Neuberger Berman and Loomis Sayles 

 Increase MLPs by $2 million 
o $1 million each to Tortoise and Harvest 

 
 
Please let me know if you have any questions. 
 
 
 
 
 
 
 
 
 
 
 

8182 Maryland Avenue, 6
th

 Floor 
St. Louis, Missouri  63105 

314.727.7211, fax 314.727.6068 MEMORANDUM 
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May 29, 2017 

To the Board of Directors and Timothy Johnson, Executive Director
Jacksonville Police and Fire Pension Fund 
One West Adams Street, Suite 100 
Jacksonville, FL 32202 

We are pleased to confirm our understanding of the services we are to provide the Jacksonville Police and Fire 
Pension Fund (the “Fund”) for the year ended September 30, 2017. We will audit the financial statements of the 
Fund, including the related notes to the financial statements, as of and for the year ended September 30, 2017. 
Accounting standards generally accepted in the United States of America provide for certain required 
supplementary information (RSI), such as management’s discussion and analysis (MD&A), to supplement the 
Fund’s 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. 
As part of our engagement, we will apply certain limited procedures to the Fund’s RSI in accordance with auditing 
standards generally accepted in the United States of America. These limited procedures will consist of inquiries of 
management regarding 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 will 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. The following RSI is required by generally accepted accounting principles and will be 
subjected to certain limited procedures, but will not be audited:  

1) Management’s Discussion and Analysis. 

2) Schedule of Changes in Net Pension Liability and Related Ratios for the Senior Staff Voluntary Retirement 
Plan

3) Schedule of Contributions for the Senior Staff Voluntary Retirement Plan 

4) Schedule of City Contributions 

5) Schedule of Investment Returns – Annual money-weighted rate of return, net of investment expenses 

6) Schedule of Changes in Net Pension Liability and Related Ratios 

Audit Objectives 
The objective of our audit is the expression of opinions as to whether your financial statements are fairly 
presented, in all material respects, in conformity with U.S. generally accepted accounting principles. Our audit will 
be conducted in accordance with auditing standards generally accepted in the United States of America and the 
standards for financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States, and will include tests of the accounting records of the Fund and other procedures we consider 
necessary to enable us to express such opinions. We will issue a written report upon completion of our audit of 
the Fund’s financial statements. Our report will be addressed to the Board of Directors of the Fund. We cannot 
provide assurance that unmodified opinions will be expressed. Circumstances may arise in which it is necessary 
for us to modify our opinions or add emphasis-of-matter or other-matter paragraphs. If our opinions are other than 
unmodified, we will discuss the reasons with you in advance. If, for any reason, we are unable to complete the 
audit or are unable to form or have not formed opinions, we may decline to express opinions or issue reports, or 
may withdraw from this engagement.
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We will also provide a report (that does not include an opinion) on internal control related to the financial 
statements and compliance with the provisions of laws, regulations, contracts, and grant agreements, 
noncompliance with which could have a material effect on the financial statements as required by Government 
Auditing Standards. The report on internal control and on compliance and other matters will include a paragraph 
that states (1) that the purpose of the report is solely to describe the scope of testing of internal control and 
compliance, and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s 
internal control on compliance, and (2) that the report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. The paragraph will 
also state that the report is not suitable for any other purpose.  If during our audit we become aware that the Fund 
is subject to an audit requirement that is not encompassed in the terms of this engagement, we will communicate 
to management and those charged with governance that an audit in accordance with U.S. generally accepted 
auditing standards and the standards for financial audits contained in Government Auditing Standards may not 
satisfy the relevant legal, regulatory, or contractual requirements. 

Audit Procedures—General
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the 
areas to be tested. 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 will plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement, whether from (1) errors, (2) fraudulent 
financial reporting, (3) misappropriation of assets, or (4) violations of laws or governmental regulations that are 
attributable to the government or to acts by management or employees acting on behalf of the government. 
Because the determination of abuse is subjective, Government Auditing Standards do not expect auditors to 
provide reasonable assurance of detecting abuse. 

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and 
because we will not perform a detailed examination of all transactions, there is a risk that material misstatements 
may exist and not be detected by us, even though the audit is properly planned and performed in accordance with 
U.S. generally accepted auditing standards and Government Auditing Standards. In addition, an audit is not 
designed to detect immaterial misstatements or violations of laws or governmental regulations that do not have a 
direct and material effect on the financial statements. However, we will inform the appropriate level of 
management of any material errors, fraudulent financial reporting, or misappropriation of assets that comes to our 
attention.  We will also inform the appropriate level of management of any violations of laws or governmental 
regulations that come to our attention, unless clearly inconsequential, and of any material abuse that comes to 
our attention. Our responsibility as auditors is limited to the period covered by our audit and does not extend to 
later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the accounts, 
and may include tests of the physical existence of inventories, and direct confirmation of receivables and certain 
other assets and liabilities by correspondence with selected individuals, funding sources, creditors, and financial 
institutions. We will request written representations from your attorneys as part of the engagement, and they may 
bill you for responding to this inquiry.  At the conclusion of our audit, we will require certain written representations 
from you about your responsibilities for the financial statements; compliance with laws, regulations, contracts, and 
grant agreements; and other responsibilities required by generally accepted auditing standards. 

Audit Procedures—Internal Control
Our audit will include obtaining an understanding of the government and its environment, including internal control, 
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, timing, 
and extent of further audit procedures. Tests of controls may be performed to test the effectiveness of certain 
controls that we consider relevant to preventing and detecting errors and fraud that are material to the financial 
statements and to preventing and detecting misstatements resulting from illegal acts and other noncompliance 
matters that have a direct and material effect on the financial statements. Our tests, if performed, will be less in 
scope than would be necessary to render an opinion on internal control and, accordingly, no opinion will be 
expressed in our report on internal control issued pursuant to Government Auditing Standards.
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An audit is not designed to provide assurance on internal control or to identify significant deficiencies or material 
weaknesses. However, during the audit, we will communicate to management and those charged with 
governance internal control related matters that are required to be communicated under AICPA professional 
standards and Government Auditing Standards.

Audit Procedures—Compliance
As part of obtaining reasonable assurance about whether the financial statements are free of material 
misstatement, we will perform tests of the Fund’s compliance with the provisions of applicable laws, regulations, 
contracts, agreements, and grants. However, the objective of our audit will not be to provide an opinion on overall 
compliance and we will not express such an opinion in our report on compliance issued pursuant to Government 
Auditing Standards.

Other Services
We will also assist in preparing the financial statements and related notes of the Fund in conformity with U.S. 
generally accepted accounting principles based on information provided by you. These nonaudit services do not 
constitute an audit under Government Auditing Standards and such services will not be conducted in accordance 
with Government Auditing Standards. We will perform the services in accordance with applicable professional 
standards. The other services are limited to the financial statement services previously defined. We, in our sole 
professional judgment, reserve the right to refuse to perform any procedure or take any action that could be 
construed as assuming management responsibilities. 

Management Responsibilities 
Management is responsible for establishing and maintaining effective internal controls, including evaluating and 
monitoring ongoing activities, to help ensure that appropriate goals and objectives are met; following laws and 
regulations; and ensuring that management and financial information is reliable and properly reported. 
Management is also responsible for implementing systems designed to achieve compliance with applicable laws, 
regulations, contracts, and grant agreements. You are also responsible for the selection and application of 
accounting principles, for the preparation and fair presentation of the financial statements and all accompanying 
information in conformity with U.S. generally accepted accounting principles, and for compliance with applicable 
laws and regulations and the provisions of contracts and grant agreements.

Management is also responsible for making all financial records and related information available to us and for the 
accuracy and completeness of that information. You are also responsible for providing us with (1) access to all 
information of which you are aware that is relevant to the preparation and fair presentation of the financial 
statements, (2) additional information that we may request for the purpose of the audit, and (3) unrestricted 
access to persons within the government from whom we determine it necessary to obtain audit evidence.

Your responsibilities include adjusting the financial statements to correct material misstatements and for 
confirming to us in the written representation letter that the effects of any uncorrected misstatements aggregated 
by us during the current engagement and pertaining to the latest period presented are immaterial, both 
individually and in the aggregate, to the financial statements taken as a whole. 

You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and 
for informing us about all known or suspected fraud affecting the government involving (1) management, (2) 
employees who have significant roles in internal control, and (3) others where the fraud could have a material 
effect on the financial statements. Your responsibilities include informing us of your knowledge of any allegations 
of fraud or suspected fraud affecting the government received in communications from employees, former 
employees, grantors, regulators, or others. In addition, you are responsible for identifying and ensuring that the 
government complies with applicable laws, regulations, contracts, agreements, and grants and for taking timely 
and appropriate steps to remedy fraud and noncompliance with provisions of laws, regulations, contracts or grant 
agreements, or abuse that we report. 

Management is responsible for establishing and maintaining a process for tracking the status of audit findings and 
recommendations. Management is also responsible for identifying and providing report copies of previous 
financial audits, attestation engagements, performance audits or other studies related to the objectives discussed 
in the Audit Objectives section of this letter. This responsibility includes relaying to us corrective actions taken to 
address significant findings and recommendations resulting from those audits, attestation engagements, 
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performance audits, or other studies. You are also responsible for providing management’s views on our current 
findings, conclusions, and recommendations, as well as your planned corrective actions, for the report, and for the 
timing and format for providing that information.

You agree to assume all management responsibilities relating to the financial statements and related notes and 
any other nonaudit services we provide. You will be required to acknowledge in the management representation 
letter our assistance with preparation of the financial statements and related notes and that you have reviewed 
and approved the financial statements and related notes prior to their issuance and have accepted responsibility 
for them. Further, you agree to oversee the nonaudit services by designating an individual, preferably from senior 
management, with suitable skill, knowledge, or experience; evaluate the adequacy and results of those services; 
and accept responsibility for them

Engagement Administration, Fees, and Other
We may from time to time, and depending on the circumstances, use third-party service providers in serving your 
account. We may share confidential information about you with these service providers, but remain committed to 
maintaining the confidentiality and security of your information. Accordingly, we maintain internal policies, 
procedures, and safeguards to protect the confidentiality of your personal information. In addition, we will secure 
confidentiality agreements with all service providers to maintain the confidentiality of your information and we will 
take reasonable precautions to determine that they have appropriate procedures in place to prevent the 
unauthorized release of your confidential information to others. In the event that we are unable to secure an 
appropriate confidentiality agreement, you will be asked to provide your consent prior to the sharing of your 
confidential information with the third-party service provider. Furthermore, we will remain responsible for the work 
provided by any such third-party service providers.

We understand that your employees will prepare all cash, investment, or other confirmations we request and will 
locate any documents selected by us for testing.

We will provide copies of our reports to the Fund; however, management is responsible for distribution of the 
reports and the financial statements. Unless restricted by law or regulation, or containing privileged and 
confidential information, copies of our reports are to be made available for public inspection. 

The audit documentation for this engagement is the property of Carr, Riggs & Ingram, LLC and constitutes 
confidential information. However, subject to applicable laws and regulations, audit documentation and 
appropriate individuals will be made available upon request and in a timely manner to applicable regulatory 
bodies or the U.S. Government Accountability Office for purposes of a quality review of the audit, to resolve audit 
findings, or to carry out oversight responsibilities. We will notify you of any such request. If requested, access to 
such audit documentation will be provided under the supervision of Carr, Riggs & Ingram, LLC’s personnel. 
Furthermore, upon request, we may provide copies of selected audit documentation to the aforementioned parties. 
These parties may intend, or decide, to distribute the copies or information contained therein to others, including 
other governmental agencies.

The audit documentation for this engagement will be retained for a minimum of five years after the report release 
date or for any additional period requested by applicable regulatory bodies. 

Robert J. Lemmon is the engagement partner and is responsible for supervising the engagement and signing the 
reports or authorizing another individual to sign them.

Our fee for these services will be a fixed fee of $30,000. Our invoices for these fees will be rendered each month 
as work progresses and are payable on presentation. In accordance with our firm policies, work may be 
suspended if your account becomes 30 days or more overdue and may not be resumed until your account is paid 
in full. If we elect to terminate our services for nonpayment, our engagement will be deemed to have been 
completed upon written notification of termination, even if we have not completed our report. The above fee is 
based on anticipated cooperation from your personnel and the assumption that unexpected circumstances will not 
be encountered during the audit. If significant additional time is necessary, we will discuss it with you and arrive at 
a new fee estimate before we incur the additional costs. 



Board of Directors and Timothy Johnson, Executive Director
Jacksonville Police and Fire Pension Fund 
May 29, 2017 
Page: 5 

Dispute Resolution 
In the event of a dispute between the parties which arises out of or relates to this contract or engagement letter, 
the breach thereof or the services provided or to be provided hereunder, and, if the dispute cannot be settled 
through negotiation, the parties agree that before initiating arbitration, litigation or some other dispute resolution 
procedure, they will first to try in good faith to resolve the dispute through non-binding mediation.  The mediation 
will be administered by the American Arbitration Association under its Dispute Resolution Rules for Professional 
Accounting and Related Services Disputes. The costs of any mediation proceedings shall be shared equally by all 
parties. 

Electronic Data Communication and Storage and Use of Third Party Service Provider 

In the interest of facilitating our services to your company, we may send data over the Internet, securely store 
electronic data via computer software applications hosted remotely on the Internet, or allow access to data 
through third-party vendors’ secured portals or clouds. Electronic data that is confidential to your company may be 
transmitted or stored using these methods. We may use third-party service providers to store or transmit this data, 
such as, but not limited to, providers of tax return preparation software. In using these data communication and 
storage methods, our firm employs measures designed to maintain data security. We use reasonable efforts to 
keep such communications and data access secure in accordance with our obligations under applicable laws and 
professional standards. We also require our third-party vendors to do the same. 

You recognize and accept that we have no control over the unauthorized interception or breach of any 
communications or data once it has been sent or has been subject to unauthorized access, notwithstanding all 
reasonable security measures employed by us or our third-party vendors. You consent to our use of these 
electronic devices and applications and submission of confidential client information to third-party service 
providers during this engagement. 

To enhance our services to you, we will use a combination of remote access, secure file transfer, virtual private 
network or other collaborative, virtual workspace or other online tools or environments. Access through any 
combination of these tools allows for on-demand and/or real-time collaboration across geographic boundaries and 
time zones and allows CRI and you to share data, engagement information, knowledge, and deliverables in a 
protected environment. In order to use certain of these tools and in addition to execution of this acknowledgement 
and engagement letter, you may be required to execute a separate client acknowledgement or agreement and 
agree to be bound by the terms, conditions and limitations of such agreement. You agree that CRI has no 
responsibility for the activities of its third-party vendors supplying these tools and agree to indemnify and hold CRI 
harmless with respect to any and all claims arising from or related to the operation of these tools.  While we may 
back up your files to facilitate our services, you are solely responsible for the backup of your files and records; 
therefore, we recommend that you also maintain your own backup files of these records.

We appreciate the opportunity to be of service to the Fund and believe this letter accurately summarizes the 
significant terms of our engagement. If you have any questions, please let us know. If you agree with the terms of 
our engagement as described in this letter, please sign the enclosed copy and return it to us.

Very truly yours, 

Carr Riggs & Ingram 

CERTIFIED PUBLIC ACCOUNTANTS 
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RESPONSE: 

This letter correctly sets forth the understanding of the Jacksonville Police and Fire Pension Fund.

Management signature:  

Title:  

Date:

Governance signature:           

Title:           

Date:           


