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MOORE STEPHENS
MSL LOVELACE, PA.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees

City of Venice, Florida Police Officers’
Pension Trust Fund

Venice, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of the City of Venice Municipal Police
Officers’ Pension Trust Fund (the “Plan”) as of September 30, 2013, and the related notes to the
financial statements, which collectively comprise the Plan’s 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 and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement.

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 proce-
dures 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 reasonable-
ness 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.



The Board of Trustees
City of Venice, Florida Police Officers’
Pension Trust Fund

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Plan as of September 30, 2013, and the changes in its financial position for

the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the required
supplemental information, as listed in the table of contents, be presented to supplement the
financial statements. Such information, although not a part of the financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplemental
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 financial statements, and other knowledge we obtained during our audit of the
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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 24, 2014, on our consideration of the Plan’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the Plan’s internal control over financial reporting and compliance.

MOORE STEPHENS LOVELACE, P.A.
Certified Public Accountants

Orlando, Florida
February 24, 2014



CITY OF VENICE, FLORIDA
POLICE OFFICERS’ PENSION TRUST FUND

STATEMENT OF PLAN NET POSITION

Year Ended September 30, 2013

ASSETS
Cash and cash equivalents $ 2,456,236
Receivables:
City Contributions 67,811
Interest and Dividends 73,709
TOTAL RECEIVABLES 141,520
Investments, Fair Value:
U.S. Government Securities 1,600,789
U.S. Government Agency Securities 479,188
Domestic Equities 18,340,129
Foreign Equities 1,854,754
Domestic Corporate Obligations 3,652,210
Foreign Corporate Obligations 588,593
TOTAL INVESTMENTS 26,515,663
TOTAL ASSETS 29,113,419
LIABILITIES -
NET POSITION

RESTRICTED FOR PENSION BENEFITS $ 29,113,419

The accompanying notes are an integral part of the financial statements.
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CITY OF VENICE, FLORIDA
POLICE OFFICERS’ PENSION TRUST FUND

STATEMENT OF CHANGES IN PLAN NET POSITION

Year Ended September 30, 2013

Additions:
Contributions:
Employer
Plan members
State of Florida

Investment Income:
Net appreciation in fair value of investments
Interest
Dividends

Less: Investment expenses

Deductions:
Benefits:
Benefits to participants
DROP payments
Administrative expenses

Net Position Restricted for Pension Benefits:
Beginning of Year

End of Year

TOTAL CONTRIBUTIONS

INVESTMENT INCOME

NET INVESTMENT INCOME

TOTAL ADDITIONS, NET

TOTAL DEDUCTIONS

CHANGE IN NET POSITION

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

$ 1,758,205
230,352
175,166

2,163,723

2,485,852
210,785
408,087

3,104,724
141,005

2,963,719

5,127,442

1,943,522
385,211
55,538

2,384,271

2,743,171

26,370,248

$ 29,113,419




NOTE 1 -

CITY OF VENICE, FLORIDA POLICE OFFICERS’
PENSION TRUST FUND

NOTES TO FINANCIAL STATEMENTS

Year Ended September 30, 2013

DESCRIPTION OF THE PLAN

General

The City of Venice, Florida Police Officers’ Pension Trust Fund (the “Plan”) is a
defined-benefit, single-employer pension plan covering all full-time and probationary
City employees who are certified Police Officers. The Plan is administered by a
Board of Trustees (the “Board”) and the City of Venice (the “City”) in accordance with
the City Charter and Part V11, Chapter 112 of Florida Statutes. The Plan’s most recent
amendment was in fiscal year 2013.

Pension Benefits

Under the Plan, any participant who has creditable service of ten years and has attained
age 50, or has completed 25 years of creditable service, is eligible for normal retire-
ment benefits. Subject to limitations, such a retiree would receive a monthly retire-
ment benefit of 3.5% of average final monthly compensation for each year of credited
service, plus a supplement of $175. Average (monthly) final compensation is
one-twelfth (1/12) of the average salary of the highest years of service during the last
ten years of credited service prior to retirement, termination, or death. Early retire-
ment provisions are also available, subject to certain modifications to the benefit paid.
For early retirement, the accrued benefit is reduced 2% for each year preceding the
normal retirement date.

Death Benefits — The Plan provides death benefits for both duty-related and
off-duty-related deaths. Subject to limitations, the monthly pension benefit of a
duty-related death is 62.5% of the participant’s monthly salary at the time of death.
The monthly pension benefit of an off-duty-related death (with five years of credited
service) is 50% of the participant’s monthly salary at the time of death. Both
duty-related and off-duty-related death benefits are paid to the spouse for life. If there
IS no surviving spouse, the benefit is paid in equal shares to the surviving children who
are under age 18, or who are under age 23 and pursuing a full-time education.

Disability Benefits — The Plan provides disability benefits for both duty-related and
off-duty-related disabilities. Subject to limitations, the monthly pension benefit of a
duty-related disability is 62.5% of the participant’s monthly salary at the time of
disability. The monthly pension benefit of a duty-related disability is 62.5% of the
participant’s monthly salary at the time of disability, plus $175. The monthly pension
benefit of an off-duty-related disability (with five years of credited service) is 50% of
the participant’s monthly salary at the time of disability, plus $175.



NOTE 1 -

NOTE 2 -

DESCRIPTION OF THE PLAN (Continued)
Pension Benefits (Continued)

DROP Plan Benefits — A Deferred Retirement Option Plan (“DROP”) is provided to
members who are age 50 and have ten years of credited service, or who have 25 years
of credited service. To electing participants, the receipt of their service pension,
calculated as of the DROP date, is deferred for up to 60 months. A cash, lump-sum
payment (options available) is made at termination of employment.

Refund of Contributions — If an employee separates from service from the City before
achieving ten years of credited service, the employee will receive a refund of accumu-
lated contributions.

Participant data as of October 1, 2013, the date of the most recent actuarial valuation, is
as follows:

Retirees and beneficiaries:
Currently receiving benefits 48
Terminated employees entitled to benefits

but not yet receiving them 5

Members in DROP 3
Current employees:

Vested 18

Nonvested 20

94

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The Plan’s financial statements are prepared using the accrual basis of accounting.
Plan member contributions are recognized in the period in which the contributions are
due. City contributions to the Plan, as calculated by the Plan’s actuary, are recognized
as revenue when due, and the City has made a formal commitment to provide the
contributions.  Benefits and refunds are recognized when due and payable in
accordance with the terms of the Plan.

Investments

Investments of the Plan are held by the Plan’s custodian, a trust company having trust
powers in the state of Florida. The Plan’s investment policies are governed by the
ordinances of the City of Venice, Florida, and Florida Statutes. Investments in the
Plan are reported at fair value based on quoted market prices using various third-party
pricing sources. Short-term investments are reported at fair value. Those invest-
ments that do not have an established market value are reported at estimated fair value.
Investment transactions are recognized on the trade date.



NOTE 2 -

NOTE 3 -

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Contributions

The pension plan document, which is a Special Act of the Florida Legislature, governs
the City and employee contribution requirements for the Plan. Plan members are
required to contribute 7.25% of their annual covered salary to the Plan. The State of
Florida annually contributes the City’s share of insurance fund excise tax collected.
The City’s contribution to the Plan is an actuarially determined, periodic amount, but
no less than 12% of total salary. Total required contributions for the City were
$1,758,205 for the year ended September 30, 2013. Administrative costs of the Plan
are financed through investment earnings.

Cash and Cash Equivalents

Cash and cash equivalents include short-term, highly liquid investments with a
maturity of three months or less from the date of purchase.

Net Appreciation in Fair Value of Investments

The Plan presents in the statement of changes in plan net position the net appreciation
in the fair value of its investments, which consists of the realized gains or losses and
unrealized appreciation on those investments.

Use of Estimates

The preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America requires the Board to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results may differ from those estimates.

INVESTMENTS

As of September 30, 2013, the Plan had the following investments:

Years

Fair Less Than Years Years More
Investment Type Market 1 Year 1-5 6-10 Than 10

U.S. Government and

Agency securities $ 2,079,977 $ 354,145 $ 830,694 $ 645,374 $ 249,764

Equities 20,194,883 20,194,883 - - -
Corporate obligations 4,240,803 366,978 3,084,390 513,295 276,140
Total fair value $26,515,663 $20,916,006 $3,915,084 $1,158,669 $ 525,904




NOTE 3- INVESTMENTS (Continued)
Risk and Uncertainties

The Plan invests in a variety of investment instruments. Investments in general are
exposed to various risks, such as interest rate, credit, and overall market volatility.
Due to the level of risk associated with certain investments, it is reasonably possible
that changes in the values of investment securities will occur in the near term and that
such changes could materially affect the amounts reported in the financial statements.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment in debt securities. Generally, the longer the time to maturity,
the greater the exposure to interest rate risk. Through its investment policies, the Plan
manages its exposure to fair value losses arising from increasing interest rates. The
Plan limits the effective duration of its fixed investment portfolio through the adoption
of nationally accepted risk measure benchmarks.

Credit Risk

Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its
obligations. Consistent with State law, the investment policy of the Plan requires the
investments in fixed income securities be limited to a rating of A or better, as rated by
one or more recognized bond rating services at the time of purchase. Of the invest-
ments the Plan holds, $756,853 of U.S. Government and Agency securities are rated
Aaa by Moody’s and AAA by Standard & Poor’s, with the balance of U.S. Govern-
ment and Agency securities unrated and $4,240,803 of corporate bonds are rated Aaa to
B2 by Moody’s and AAA to BB- by Standard & Poor’s.

Custodial Credit Risk

Custodial credit risk is the risk that the Plan may not recover cash and investments held
by another party in the event of a financial failure. The Plan requires all securities to
be held by a third-party custodian in the name of the Plan. The Plan’s investments are
held in the name of Salem Trust Company as custodian (the “Custodian”) for the City
of Venice Police Officers’ Pension Plan.

Foreign Currency Risk

Investing in foreign markets may involve special risks and considerations not typically
associated with investing in companies in the United States of America. These risks
include revaluation of currencies, high rates of inflation, repatriation restrictions on
income and capital, and future adverse political, social, and economic developments.
Moreover, securities of foreign governments may be less liquid, subject to delayed
settlements, taxation on realized and unrealized gains, and their prices are more volatile
than those of comparable securities in U.S. companies.



NOTE 3 -

NOTE 4 -

INVESTMENTS (Continued)
Concentration of Credit Risk

The Plan limits investments, as follows: No more than 5% of the Plan’s assets can be
invested in common or capital stock of any single corporation nor should it exceed 5%
of the outstanding common or capital stock of that company. The aggregate of its
investments in common stock, capital stock, or convertible bonds cannot exceed 65%
of the cost of the assets of the Plan. No more than 10% of the Plan’s assets valued at
cost may be invested in foreign securities.

OTHER PLAN INFORMATION

The City’s Net Pension Asset (“NPA”) at September 30, 2013, was comprised of the
following components:

Annual required contribution $ 1,933,371
Interest on NPA (2,383)
Adjustment to annual contribution 4147
Annual pension cost 1,935,135
Contributions made 1,933,371
Increase in NPA (1,764)
NPA beginning of year 30,163
NPA end of year $ 28,399

The funded status and funding progress of the Plan as of October 1, 2013, the most
recent actuarial valuation date, is as follows:

Actuarial Value of Assets $ 28,042,512
Actuarial Accrued Liability (AAL) 37,505,661
Unfunded Actuarial Accrued Liability (UAAL) $ 9,463,149
Funded ratio (actuarial value of Plan assets/AAL) T4.77%
Covered payroll (active plan members) $ 3,177,273
UAAL as a percentage of covered payroll 297.84%

The required schedule of funding progress immediately following the notes to the
financial statements presents multi-year trend information about whether the actuarial
value of Plan assets is increasing or decreasing over time relative to the actuarial
accrued liability for benefits.



NOTE 4 - OTHER PLAN INFORMATION (Continued)

The actuarial method and significant assumptions as of the latest actuarial valuation,
October 1, 2013, are as follows:

Valuation date October 1, 2012
Actuarial cost method Entry Age Normal
Amortization method Level percent of pay - Closed
Remaining amortization period 23 years (as of 10/1/13)
Asset valuation method Four year smoothed market
Actuarial assumptions:

Investment rate of return 8.00%

Projected salary increases 5.5% to 10%

Inflation rate 3.00%

Cost-of-living adjustment None

Changes in Actuarial Assumptions

Applicable to the fiscal year ending September 30, 2015, Plan funding requirements
are based on a dollar funding methodology. Plan funding remains on a percentage-
of-payroll methodology for the fiscal year ending September 30, 2014.

The payroll growth assumption has been reduced from 2.0% to 0.2%.
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CITY OF VENICE, FLORIDA
POLICE OFFICERS’ PENSION TRUST FUND

SCHEDULE OF FUNDING PROGRESS

1) ) ©) (4) (5) (6)
Unfunded
(Overfunded)

Unfunded UAAL

Actuarial Actuarial (Overfunded) as % of

Actuarial Value of Accrued AAL Funded Covered

Valuation Assets Liability (UAAL) Ratio Covered Payroll

Date (AVA) (AAL) 2-@1) Q172 Payroll (3)/(5)
10/01/06 $ 23,022,085  $29,177,159 $ 6,155,074 78.90% $ 3,098,480 198.65%
10/01/07 25,566,472 30,579,112 5,012,640 83.61% 2,681,417 186.94%
10/01/08 26,094,342 32,540,029 6,445,687 80.19% 2,856,283 225.67%
10/01/09 24,800,760 34,159,156 9,358,396 72.60% 3,109,302 300.98%
10/01/10 25,039,946 35,779,052 10,739,106 69.98% 3,125,995 343.54%
10/01/11 23,836,025 35,058,254 11,222,229 67.99% 3,208,345 349.78%
10/01/12 25,631,802 36,334,940 10,703,138 70.54% 3,276,770 326.64%
10/01/13 28,042,512 37,505,661 9,463,149 T74.77% 2,942,176 321.64%
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Year
Ended
September 30,

SCHEDULE OF CONTRIBUTIONS FROM THE EMPLOYER
AND STATE OF FLORIDA

CITY OF VENICE, FLORIDA
POLICE OFFICERS’ PENSION TRUST FUND

Annual
Required

Contribution

City
Contribution

State

Contribution

2006
2007
2008
2009
2010
2011
2012
2013

$

735,777
735,138
781,352
767,694
1,154,509
1,444,492
1,672,201
1,933,371

$ 530,413
532,144
575,988
562,333
967,612

1,259,171
1,496,443
1,758,205

12

$

219,537
220,585
205,364
208,681
186,898
185,321
175,758
175,166

Percentage

Contributed

101.93%
102.39%
100.00%
100.43%
100.00%
100.00%
100.00%
100.00%
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MOORE STEPHENS
MSL LOVELACE, PA.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Trustees

City of Venice, Florida Police Officers’
Pension Trust Fund

Venice, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements, as
listed in the table of contents, of the City of Venice Municipal Police Officers’ Pension Trust Fund
(the “Plan”) as of and for the year ended September 30, 2013, and have issued our report thereon
dated February 24, 2014.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Plan’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Plan’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Plan’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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The Board of Trustees
City of Venice, Florida Police Officers’
Pension Trust Fund

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Plan’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Plan’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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MOORE STEPHENS LOVELACE, P.A.
Certified Public Accountants

Orlando, Florida
February 24, 2014
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