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INDEPENDENT AUDITORS’ REPORT 
 
 

Board of Trustees and Plan Administrator 
City of Boca Raton Executive Employees’ Retirement Plan 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the City of Boca Raton Executive 
Employees’ Retirement Plan (the Plan), which comprise the statements of fiduciary net position as of 
September 30, 2016 and 2015, and the related statements of changes in fiduciary net position for the 
years then ended, and the related notes to the financial statements. 
 
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. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits 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 audits to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements.  The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control.  Accordingly, we express no such opinion.  An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective Plan net position of the City of Boca Raton Executive Employees’ Retirement 
Plan as of September 30, 2016 and 2015, and the respective changes in Plan net position thereof 
for the years 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 
management’s discussion and analysis and the schedules of changes in City’s net pension 
liability and related ratios, City contributions and investment returns on pages 3 - 8 and 25 - 27 
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 supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the 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 March 
30, 2017 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 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 Plan’s internal 
control over financial reporting and compliance. 
 
 
 
West Palm Beach, Florida 
March 30, 2017
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The discussion and analysis of the City of Boca Raton (the City) Executive Employees’ 
Retirement Plan (the “Plan”) performance provides an overview of the financial activities and 
funding conditions for the years ended September 30, 2016, 2015 and 2014.  Readers are 
encouraged to consider the information presented in conjunction with the financial statements. 
 
FINANCIAL HIGHLIGHTS 
 

 A net increase of approximately $3.4 million in total Plan net position (or 10.3%) as a 
result of the year’s activities was primarily due to net investment income. 

 
 City contributions were approximately $1.5 million.  Contributions increased 

approximately $25 thousand (or 1.7%) from 2015. The 2015 contribution decreased 
approximately $2 thousand (or .01%) from 2014. The amount of employer contributions 
vary from year to year based on an actuarially determined requirement. 

 
 Employee contributions were approximately $762 thousand, representing 14.2% of 

payroll.  Contributions increased approximately $127 thousand from the 2015.  The 2015 
contributions increased approximately $50 thousand from 2014.    Member contributions 
will vary from year to year and are dependent upon several factors such as salary levels 
and number of active members, including new entrants. 

 
 The equity and fixed income securities net investment income in an amount of 

approximately $2.8 million in 2016 experienced an increase of approximately $2.7 
million when compared to the approximate $85 thousand gain in 2015.  This followed a 
decrease of approximately $2.7 when compared to approximately $2.8 gain in 2014. 

 
  In 2016, total benefit payments and refunds of contributions increased by approximately 

$444 thousand (or 32%) as compared to an increase of $272 thousand (24.1%) in 2015. 
 
OVERVIEW OF FINANCIAL STATEMENTS 
 
Management’s Discussion and Analysis serves as an introduction to the financial statements.  
The financial statements consist of the statements of fiduciary net position, the statements of 
changes in fiduciary net position, and the notes to the financial statements.  The required 
supplementary information immediately following the financial statements presents schedules of 
historical trend information.  The financial statements are prepared on an accrual basis in 
accordance with accounting principles generally accepted in the United States of America 
promulgated by the Governmental Accounting Standards Board. 
 
The Statement of Fiduciary Net Position is a point in time snapshot of account balances at year-
end. It reports the assets plus deferred outflows available for future payments to retirees and their 
beneficiaries less any liabilities and deferred inflows that are owed as of the year end.  The 
resulting net position restricted for pension benefits are available to meet on-going obligations. 
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OVERVIEW OF FINANCIAL STATEMENTS (CONTINUED) 
 
The Statement of Changes in Fiduciary Net Position displays the effect of pension fund 
transactions that occurred during the year.  The impact of those activities is shown as additions 
less deductions to the fiduciary net position.  The trend of additions versus deductions to the Plan 
indicates the condition of the Plan’s financial position over time. 
 
The Notes to the Financial Statements are an integral part of the financial reports.  The notes 
provide detailed discussions of key policies and activities, and additional background that is 
essential for a complete understanding of the data presented in the statements. 
 
The Required Supplementary Information presents a schedule of changes in the City’s net 
pension liability and related ratios, a schedule of City contributions, and a schedule of investment 
returns of the Plan along with a discussion of changes in actuarial assumptions and methods. 
 
FINANCIAL ANALYSIS 
 
The following is a condensed comparative summary of fiduciary net position: 

 
 
The net position of the Plan is principally comprised of investments and investment related 
accruals.  The net position held in trust for pension benefits reported in the year 2016 was 
approximately $35.9 million compared to the net position reported in 2015 of approximately 
$32.5 million.  The net position increased by approximately $3.3 million (or 10.3%) primarily 
due to the improvement in market conditions which yielded higher investment income in 2016 
over  2015. When comparing 2015 net position to the 2014 net position of approximately $31.7 
million, a net position increase of approximately $811 thousand primarily was the result 
contributions and investment earnings exceeding benefit payments and expenses. 
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FINANCIAL ANALYSIS (CONTINUED) 
 
The table below is a condensed comparative summary of the changes in fiduciary net position 
and reflects the activities of the Plan. 
 

2016 2015

Additions 2016 2015 2014
Amount 
Change 

% 
Change 

Amount 
Change 

% 
Change 

City contributions 1,482,115$      1,457,248$    1,458,974$     24,867$        1.7% (1,726)$          -0.1%
Employee contributions 762,047           635,026        584,950         127,021       20.0% 50,076           8.6%
Transfers from other plans 108,675           21,680          132,135         86,995         401.3% (110,455)        -83.6%
Net investment income 2,820,390        85,342          2,784,339      2,735,048    3204.8% (2,698,997)     -96.9%

Total Additions 5,173,227        2,199,296      4,960,398      2,973,931    135.2% (2,761,102)     -55.7%

Deductions
Benefit payments 1,789,139        1,121,448      1,067,798      667,691       59.5% 53,650           5.0%
Termination refunds 14,869             238,878        20,691           (224,009)      -93.8% 218,187         1054.5%
Administrative expenses 30,005             27,327          38,294           2,678           9.8% (10,967)          -28.6%

Total Deductions 1,834,013        1,387,653      1,126,783      446,360       32.2% 260,870         23.2%

Net Increase 
in Plan Net Position 3,339,214        811,643        3,833,615      2,527,571    311.4% (3,021,972)     -78.8%

Net Position Restricted for Pension 
   Benefits-Beginning of Year 32,522,053      31,710,410    27,876,795    811,643       2.6% 3,833,615      13.8%

Net Position Restricted for Pension 
   Benefits- End of Year 35,861,267$    32,522,053$  31,710,410$   3,339,214$   10.3% 811,643$       2.6%

 
 
 
The changes in fiduciary net position reflect the following: 
 
Additions to the Plan net position increased by approximately $2.9 million from approximately 
$2.2 million during 2015 to approximately $5.2 million during 2016.  City contributions equaled 
approximately $1.5 million which were approximately $25 thousand (or 1.7%) higher, as 
determined by the annual actuarial valuation.  Net investment income was approximately $2.7 
million higher due to a higher net appreciation in the fair value of investments in 2016. As a 
result of market conditions, additions to Plan net position decreased approximately $2.7 million 
from 2014 to 2015 primarily due to continued market volatility.
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FINANCIAL ANALYSIS (CONTINUED) 
 
Deductions to Plan net position increased approximately $446 thousand (or 32.2%) from 
approximately $1.4 million during 2015 to approximately $1.8 million in 2016.  The majority of 
this activity relates to increased deferred retirement option plan (DROP) withdrawals of 
approximately $565 thousand. The increase in deductions to Plan net position of approximately 
$261 thousand from 2014 to 2015 is due to an increase in (DROP) withdrawals of approximately 
$218 thousand and an increase in benefit payments. 
 
INVESTMENT ACTIVITIES 
 
Investment income provides current and future financial stability.  Therefore, the Board of 
Trustees (the Board) have a fiduciary responsibility to act prudently, when making Plan 
investment decisions. 
 
The Board employs the services of an investment consultant to assist with informed investment 
decisions.  The investment consultant reviews and periodically recommends changes to the 
Statement of Investment Policy and Objectives.  Portfolio performance is reviewed quarterly by 
the Board and its investment consultant. Performance is evaluated for each individual money 
manager by investment type and for the total portfolio. 
 
ASSET ALLOCATION 
 
The table below indicates the asset allocation for the past three years.  The table demonstrates the 
steps the Plan has taken to diversify its assets. 
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INVESTMENT ACTIVITIES (CONTINUED) 
 
ASSET ALLOCATION (CONTINUED) 
 
The percentage of total assets invested in each asset class was within the policy ranges and close to 
the target asset mix.  Moderate changes in asset allocation occurred in 2016 primarily due to 
market conditions and reallocations in the equity asset classes.   
 
INVESTMENT RETURNS 
 
The summary of investment returns reflects the past three year returns as well as the three-year 
and five-year annualized rates of return for the years ending September 30th.  The rates of return 
are time weighted, net of fees, and based on market rate of return. 
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INVESTMENT ACTIVITIES (CONTINUED) 
 
INVESTMENT RETURNS (CONTINUED) 
 
The Plan returned 8.67% for the year ended September 30, 2016, as compared to a gain of .32% 
return for 2015 and a 7.6% return for 2014.  The Plan’s performance this year was the result of 
stronger returns in all asset classes, especially in the domestic equity markets.  The Plan’s 
performance in 2015 was weak and negative in all asset classes. In 2014 the Plan’s strong 
performance was a result of high returns in all aspects of the equity markets. 
 
ECONOMIC FACTORS AND FUNDING STATUS 
 
The Plan’s funding objectives are to meet long-term benefit obligations through investment 
income and contributions.  Accordingly, the collection of contributions and the income from 
investments are essential for providing the reserves needed to finance future retirement benefit 
payments.  The Plan’s investment activities are a function of the underlying marketplace for the 
period measured, money manager performance, and the investment policy’s asset allocation.  
Maintaining a diversified portfolio of investments is critical for an opportunity of positive 
returns.  A retirement plan’s funding is a long term concept, where temporary fluctuations in the 
market are expected.   
 
The schedule of changes in the City’s net pension liability and related ratios provides 
information of the Plan’s fiduciary net position as a percentage of total pension liability.  The 
higher the ratio, the better funded the Plan is from an actuarial perspective. This schedule shows 
as of September 30, 2016 the ratio of 74.65% fiduciary net position as percentage of the total 
pension liability and 73.83% as September 30, 2015.  The net pension liability as a percentage of 
covered employee payroll was 227.21% for 2016 and 242.73% for 2015. 
 
Management and its actuary believe that the Plan remains in sound financial position to meet its 
future obligations to the Plan participants and beneficiaries. 
 
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide the Board of Trustees, retired and active Plan 
participants with an overview of the Plan’s finances. Questions concerning any information 
provided in this report or requests for additional information should be addressed to: 
 

Florida Municipal Pension Trust Fund 
Florida League of Cities, Inc. 
Post Office Box 1757 
Tallahassee, FL  32302-1757 
Direct Line (850) 701-3633 
Fax (850) 222-3806 
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NOTE 1 – PLAN DESCRIPTION AND CONTRIBUTION INFORMATION 
 

The following brief description of the Plan is provided for general information purposes 
only.  Participants should refer to the Plan document for more complete information. 

 
PLAN ADMINISTRATION 

 
The Executive Employees’ Retirement Plan (the Plan) is a single-employer defined benefit 
plan coving the executive employees of the City of Boca Raton, administered by a five-
member Board of Trustees comprised of two members appointed by the city council, two 
members appointed by the city manager and shall be members of the plan and the city 
manager. The Plan was established by Ordinance 4745, adopted November 12, 2003, by 
City Council. The Plan is also governed by Chapter 112, Florida Statutes. 
 
 
PLAN MEMBERSHIP 

 
As of September 30, 2016 and 2015, membership in the Plan consisted of: 

 
 

PENSION BENEFITS 
 
The Plan provides for retirement, termination, disability and death benefits. 

 
Normal Retirement 
Plan members are assigned to one of four divisions, each providing different levels of 
benefits depending on their division and entry into the Plan. Division 1 includes D1, D2 and 
D3 pay classifications; Division 2 includes D4 and higher D pay classifications; Division 3 
includes DD pay classifications and Division 4 includes the City Manager and City 
Attorney, if they elect to participate in the Plan. Retirement benefits are calculated by 
multiplying the member’s earnings averaged over five year (for Division 1 through 
Division 3) or two year (for Division 4) times the member’s year of continuous service 
times a multiplier determined by their plan level subject to a maximum of 90%. 
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NOTE 1 – PLAN DESCRIPTION AND CONTRIBUTION INFORMATION (CONTINUED) 
 

PENSION BENEFITS (CONTINUED) 
 
Normal Retirement (continued) 
For members hired on or before September 30, 2010 Division 1, Division 2, and Division 3 
utilize multipliers of 3.05, 3.15 and 3.25 respectively. Division 4 utilizes a multiplier of 
4.45 for the first 10 years and 3.35 thereafter. After September 30, 2010 new members 
assigned to Division 1, Division 2, Division 3 and Division 4 utilize multipliers of 2.35, 
2.45, 2.55 and 2.65 respectively. 
 
Members are eligible to retire the earlier of reaching age 65 with at least 6 years of vesting 
service or reaching age 55 with at least 10 years of vesting service or for new members 
after September 30, 2010 age 58 with at least 10 years of vesting service. Monthly benefits 
are calculated as a percentage of average final compensation. A cost of living increase of 
2% per year for Divisions 1, 2 and 3 and 3% per year for Division 4 in current monthly 
benefits commence on October 1st following 5 year after retirement.  
 
Early Retirement 
The Plan permits early retirement for all participants at the age of 50 and the completion of 
10 year of vesting service or for new members after September 30, 2010 age 53 and the 
completion of 10 years of vesting service. Members qualify for early retirement benefits 
upon attaining age 50 with 10 years of continuous service or for new members after 
September 30, 2010 age 53 with 10 years of continuous service. If a participant terminates 
employment after having attained the early retirement date, they have the following two 
available options:  

 
1. The benefits can be deferred until the member’s normal retirement date, in which case the 

benefit will be calculated the same as normal retirement, or 
 

2. The member may take a reduced benefit, which may start any time prior to the normal 
retirement date. The reduction factor is 5% for each year early retirement precedes the 
normal retirement age 55 or 58 for new members who join the Plan after September 30, 
2010. 
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NOTE 1 – PLAN DESCRIPTION AND CONTRIBUTION INFORMATION (CONTINUED) 
 

PENSION BENEFITS (CONTINUED) 
 
Disability Retirement 
Active employees who become disabled receive 60% of the average final compensation as 
of the date of disability payable starting at age 65. Disability benefits are paid until the 
earlier of death or recovery from disability. 
 

 Preretirement Death Benefit 
If an active employee dies, a member’s beneficiary is entitled to an accrued benefit that 
varies with age, length of service and employee division. If an employee terminates his 
employment with the City and is not eligible for any other benefits under the Plan, the 
member is entitled to the following: 
 

1. With less than six year of continuous service, a refund of member contribution plus 5% 
interest. 
 

2. With six or more year of continuous service, the pension accrued to the date of 
termination, payable commencing at the member’s normal retirement date. 

 
Termination Refunds 
If an employee terminates employment and is not eligible for any other benefits under the 
Plan, he is entitled to the following: 

 
 With less than 6 years of continuous service, a refund of the member contribution is 

made plus 5% interest, or 

 With 6 or more years of continuous service, the pension accrued to the date of 
termination, payable commencing at his or her normal retirement date or at the 
member's option, lump-sum refund of the member contribution is made plus 5% 
interest. 

 
Deferred Retirement Option Plan 
The Deferred Retirement Option Plan (DROP) is available to active Plan members who are 
eligible for normal retirement.  Upon electing to participate in the DROP, members are 
considered to have retired for purposes of the pension plan but continue to remain in active 
employment with the City.  The member's normal retirement benefit is calculated as if the 
member had actually retired on the date of DROP participation, using continuous service 
and average monthly earnings as of that date. 
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NOTE 1 – PLAN DESCRIPTION AND CONTRIBUTION INFORMATION (CONTINUED) 
 

PENSION BENEFITS (CONTINUED) 
 
Deferred Retirement Option Plan (continued) 
 
Members who have reached normal retirement age may elect to participate in the DROP. 
They will remain active employees of the City, but will no longer contribute to the Plan. 
Their benefits will remain frozen and continue to accrue interest until they retire from the 
City, at which time DROP benefits will be paid. Maximum duration of participation is sixty 
months. At September 30, 2016, there were 6 DROP participants with a total balance of 
$1,745,783. At September 30, 2015, there were 8 DROP participants with a total balance of 
$1,608,206. 
 
Cost-of-Living Adjustment 
 
A cost of living increase of 2% per year for Divisions 1, 2 and 3 and 3% per year for 
Division 4 in current monthly benefits commence on October 1st following 5 year after 
retirement. 
 
CONTRIBUTIONS  
 
Contributions required from members are at the rate of 11% of compensation. Employer 
contributions for the year ended September 30, 2016, determined using the actuarial 
valuation dated October 1, 2014, were 34.09% of covered payroll.  Employer contributions 
for the year ended September 30, 2015, determined using the actuarial valuation dated 
October 1, 2013, were 32.84% of covered payroll. The Plan's funding policy provides for 
actuarially determined periodic employer contributions sufficient to pay the benefits 
provided by the Plan when they become due.   
 
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
BASIS OF ACCOUNTING 
 
The financial statements are prepared using the accrual basis of accounting. Contributions 
from members are recorded in the period the City makes payroll deductions from 
participants (members).  City contribution requirements are actuarially determined and 
remitted annually on October 1.  Benefit payments and refunds to members are recognized 
when due and payable in accordance with the terms of the Plan. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
USE OF ESTIMATES 
 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported 
amounts of additions and deductions in net position available for plan benefits.  Actual 
results could differ from those estimates. 
 
DEPOSITS 
 
The Plan’s cash deposits are held in qualified public depositories pursuant to State of 
Florida Statutes, Chapter 280, Florida Security for Public Deposits Act.  Therefore, all 
deposits are deemed as insured. 
 
INVESTMENTS 
 
Investments are held in the Florida Municipal Pension Trust Fund, administered by the 
Florida League of Cities.   
 

 DEFERRED OUTFLOWS/INFLOWS OF RESOURCES 
 
In addition to assets, the statement of fiduciary net position will sometimes report a separate 
section for deferred outflows of resources.  This separate financial statement element, 
deferred outflows of resources, represents a consumption of net position that applies to a 
future period(s) and so will not be recognized as an outflow of resources (expense) until 
then.  The Plan has no items that qualify for reporting in this category. 

 
In addition to liabilities, the statement of fiduciary net position will sometimes report a 
separate section for deferred inflows of resources.  This separate financial statement 
element, deferred inflows of resources, represents an acquisition of net position that applies 
to a future period(s) and so will not be recognized as an inflow of resources (revenue) until 
that time.  The Plan has one item that qualifies for reporting in this category, an advanced 
contribution from the City. 
 
TAX STATUS 
 
Management and tax counsel believe that the Plan is currently being operated in 
compliance with the applicable requirements of the Internal Revenue Code.  
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IMPLEMENTATION OF GOVERNMENTAL ACCOUNTING STANDARD BOARD STATEMENTS  
 
GASB Statement No. 72, Fair Value Measurement and Application 
 
GASB Statement No. 72, Fair Value Measurement and Application (GASB 72) was issued 
in February 2015. GASB Statement No. 72 focuses on financial reporting and accounting 
associated with fair value. Fair value is defined as the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transaction between market participants at 
the measurement date.  Its purpose is to aid in determining a fair value measurement for 
financial reporting. GASB Statement No. 72 also guides the application of fair value for 
investments and disclosures correlated with all fair value measurements. As required, the 
provisions of GASB Statement No. 72 were implemented during the fiscal year ended 
September 30, 2016  
 

NOTE 3 – DEPOSITS AND INVESTMENTS 
 
The following represents the fair value of deposits and investments at September 30th: 

 
The Florida Municipal Pension Trust Fund (FMPTF) is established as a Trust whereby 
governmental entities with employee pension plans may elect to join the trust (becoming a 
Participating Employer), and with the Trust providing the plans with administrative and 
investment services for the benefit of Participating Employers, Participating Employees, 
and Beneficiaries. All employee pension plan assets with the FMPTF are included in the 
trust’s Master Trust Fund. Employee pension plan assets of the defined benefit type are 
invested by the FMPTF through the Florida Municipal Investment Trust (FMIvT) for the 
benefit of the Participating Employers, Participating Employees and Beneficiaries. 
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NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED) 
 
The FMIvT was created under the laws of the State of Florida to provide eligible units of 
local government with an investment vehicle to pool their surplus funds and to reinvest 
such funds in one or more investment portfolios under the direction and daily supervision of 
an investment advisor.  The Florida League of Cities serves as the administrator, investment 
manager and secretary-treasurer of the Trust.   

 
FAIR VALUE HIERARCHY 
 
Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. The 
Plan categorizes its fair value measurements with the fair value hierarchy established by 
accounting principles generally accepted in the United States of America. The fair value 
hierarchy categorizes the inputs to valuation techniques used to measure fair value into three 
levels based on the extent to which inputs used in measuring fair value are observable in the 
market. The investments are measured and reported at fair value and classified according to 
the following hierarchy: 
 
 Level 1 – Investments reflect unadjusted quoted prices in active markets for identical 
 assets. 
 

Level 2 – Investments reflect prices that are based on inputs that are either directly or 
indirectly observable for an asset (including quoted prices for similar assets), which may 
include inputs in markets that are not considered to be active.  
 
Level 3 – Investments reflect prices based upon unobservable inputs. 

 
The categorization of investments within the hierarchy is based upon pricing transparency of 
the instrument and is not indicative of its quality. 
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NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED) 
 
FAIR VALUE HIERARCHY (CONTINUED)  
 
The following is a summary of the fair value hierarchy of the investments as of September 
30, 2016: 
 
 

  
 
 
FMIvT Broad Market High Quality Bond Fund 
This fund invests mainly in US government and agency securities, asset-backed securities and 
corporate bonds and notes. The underlying securities have observable Level 1 quoted pricing 
inputs or observable Level 2 significant other observable pricing inputs. Most of the security 
prices were obtained from a pricing service, Interactive Data Corporation (IDC). While the 
underlying asset values are based on quoted prices or market-corroborated inputs, the net 
asset value of the portfolio is not publicly quoted. Value is based on market-corroborated 
data.  (Level 2 inputs). 
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NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED) 

 
FAIR VALUE HIERARCHY (CONTINUED) 
 
FMIvT High Quality Growth Portfolio 
This portfolio invests mainly in domestic stocks. The majority of the underlying securities 
have observable Level 1 quoted pricing inputs. Most of the security prices were obtained 
from a pricing service, Interactive Data Corporation (IDC). While the underlying asset values 
are based on quoted market prices, the net asset value of the portfolio is not publicly quoted. 
Value is based on market-corroborated data. (Level 2 inputs). 
 
FMIvT Large Cap Diversified Value Portfolio 
This portfolio invests mainly in domestic stocks. The majority of the underlying securities 
have observable Level 1 quoted pricing inputs. Most of the security prices were obtained 
from a pricing service, Interactive Data Corporation (IDC). While the underlying asset values 
are based on quoted market prices, the net asset value of the portfolio is not publicly quoted. 
Value is based on market-corroborated data.   (Level 2 inputs). 
 
FMIvT Russell 1000 Enhanced Index Portfolio 
This portfolio invests in a single underlying fund, the Intech U.S. Broad Enhanced Plus Fund, 
LLC (Intech Fund), shares of which are not publicly quoted. The Intech Fund invests mainly 
in domestic stocks, all of which have observable Level 1 quoted pricing inputs. The value of 
the portfolio’s shares of the Intech Fund investment are determined based on the net asset 
value provided by the Intech Fund, which was calculated in accordance with generally 
accepted accounting principles. Value is based on market-corroborated data. (Level 2 inputs). 
 
FMIvT Diversified Small to Mid Cap Equity Portfolio 
This portfolio invests mainly in domestic stocks. The majority of the underlying securities 
have observable Level 1 quoted pricing inputs. Most of the security prices were obtained 
from a pricing service, Interactive Data Corporation (IDC). While the underlying asset values 
are based on quoted market prices, the net asset value of the portfolio is not publicly quoted. 
Value is based on market-corroborated data.   (Level 2 inputs). 
 
FMIvT International Equity Portfolio 
This portfolio invests in a single underlying fund, the Investec International Dynamic Equity 
Fund, LLC (Investec Fund), shares of which are not publicly quoted. The Investec Fund 
invests in stocks sold on U.S. and international exchanges, all of which have observable 
Level 1 quoted pricing inputs. The value of the portfolio’s shares of the Intech Fund 
investment are determined based on the net asset value provided by the Investec Fund, which 
was calculated in accordance with generally accepted accounting principles.  
Value is based on market-corroborated data.  (Level 2 inputs). 
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NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED) 
 

FAIR VALUE HIERARCHY (CONTINUED) 
 
FMIvT Core Plus Fixed Income Fund 
This fund invests in two underlying funds, the Franklin Templeton Global Multi-Sector Plus 
Fund, LP and the Pioneer Institutional Multi-Sector Fixed Income Portfolio, LLC. Shares of 
these funds are not publicly quoted. These underlying funds invest in a variety of financial 
instruments, including equity investments, asset-backed securities, debt securities, swaps, 
forward exchange contracts, credit-linked notes, escrow accounts, litigation trusts for both 
U.S. and foreign companies and governments.  Value is based on unobservable inputs.    
(Level 3 inputs). This fund is reported at NAV as a practical expedient. There are no 
unfunded commitment requirements. 
 
INVESTMENT MANAGEMENT 

 
The City has contracted with the Florida Municipal Pension Trust Fund (FMPTF) to 
administer the Executive Employees’ Retirement Plan. The FMPTF invests pension assets 
in the Florida Municipal Investment Trust (the Trust), an interlocal government entity 
created under the laws of the State of Florida as an investment vehicle for those 
participating governments. The Trust invests funds into one or more investment portfolios 
under the supervision of investment managers. The portfolio does not distribute income or 
capital gains to its members. All income earned and capital gains realized are retained by 
the portfolio and reinvested. 

 
INVESTMENT POLICY 
 
The Statement of Investment Policy, Objectives, and Guidelines (Policy), amended June 5 
2015, is reviewed periodically by the Board and administered by the FMPTF.  Compliance 
with the policy is required by the investment managers and is monitored by investment 
consultants from the FMPTF.  In an effort to accomplish the objectives of the Trust, this 
policy identifies various authorized investment instruments, issuer diversification, maturity 
constraints, investment ratings and liquidity parameters.  The asset mix and permitted 
investments established in the policy are as follows:  
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NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED) 

 
RATE OF RETURN 
 
For the years ended September 30, 2016 and 2015, the annual money-weighted rate of 
return on Plan investments, net of plan investment expense, was 8.55% and .3% 
respectively.  The money-weighted rate of return expresses investment performance, net of 
investment expense, adjusted for the changing amounts actually invested.  Inputs to the 
internal rate of return calculation are determined on a monthly basis. 
 
FIXED INCOME SECURITY INVESTMENT GUIDELINES AND RISK 
 
The Plan is potentially exposed to various types of investment risk including credit risk, 
custodial credit risk, concentration of credit risk, interest rate risk and foreign currency risk.  
Prohibited fixed income investments include tax exempt securities, private mortgages and 
private label residential mortgage-backed securities.  The following is a detailed discussion 
of these investment risks and related guidelines: 
 
Credit Risk 
 
The Plan  allows  investments  in  rated  investments  in  Commercial  Paper  with  A1/P1  
or  a comparable  rating  as  provided  by  two  of  the  top  nationally  recognized  
statistical  rating organizations; and that the corporation’s long-term debt, if any, is rated at 
least A1/A+ by a nationally recognized statistical rating organization or, if backed by a 
letter of credit (LOC), the long-term debt of the LOC provider must be rated at least AA (or 
comparable rating) by at least two of the nationally recognized statistical rating agencies 
publishing ratings for financial institutions. Banker’s Acceptances issued with the U.S. by 
institutions with a long-term debt rating of at least AA or short term debt rating of P1 (or 
comparable rating) as provided by one nationally recognized statistical rating organization.   
 
Non-negotiable Certificates of Deposit must be rated at least A1/P1 (or comparable rating) 
and a long-term rating of a least A (or comparable rating) as provided by two of the top 
nationally recognized rating agencies. Guaranteed Investment Contracts must be rated in 
the highest category by AM Best Rating System or a comparable nationally recognized 
statistical rating organization. All investments held in the portfolio meet these requirements. 
At September 30, 2016 and 2015 the portfolio met the credit rating limitations of the 
investment policy as presented in the preceding table. 
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NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED) 
 

FIXED INCOME SECURITY INVESTMENT GUIDELINES AND RISK (CONTINUED) 
 

Custodial Credit Risk 
 
The City’s investment policy requires that all securities, with the exception of certificates of 
deposit, be held with a third party custodian.   Security transactions between a 
broker/dealer and the custodian involving the purchase or sale of securities by transfer of 
money or securities are made on a “delivery vs. payment” basis to ensure that the 
custodian will have the security or money, as appropriate, in hand at the conclusion of 
the transaction.  As of September 30, 2016 and 2015, the City’s investment portfolio was 
held with a third-party custodian. 
 
Concentration of Credit Risk 
 
The Plan allows no more than $5 million in certificates of deposit with any one depository at 
one time.  Corporate fixed income securities are limited to no more than 5% of any one 
corporation at the time of purchase.  No more than $10 million in investment agreements with 
other financial institutions may be entered into with any one financial institution. GASB No. 
40 requires disclosures when the percent is 5% or more in any one issuer.  As of  September 
30, 2016 and 2015, all investments were within the allowable limits. 
 
Interest Rate Risk 
Interest rate risk exists when there is a possibility that changes in interest rates could 
adversely affect an investment’s fair value.  The Plan has a maximum maturity at purchase of 
180 days with a total average maturity, at any point in time, for all repurchase agreements 
held of not greater than 60 days.  Bankers’ Acceptances maximum maturity shall not exceed 
270 days from the time of purchase. Non-negotiable certificates of deposit shall not exceed 2 
year.  As of September 30, 2016 and 2015, no investments held in the portfolio exceeded 
these limits. 

 
RISKS AND UNCERTAINTIES 
 
The Plan invests in various investment securities.  Investment securities are exposed to 
various risks such as interest rate, market, and credit risks.  Due to the level of risk 
associated with certain investment securities, it is at least 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 Statements of Fiduciary Net Position.   
 
The Plan, through its investment advisor, monitors the Plan’s investments and the risks 
associated therewith on a regular basis which the Plan believes minimizes these risks. 
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NOTE 4 –NET PENSION LIABILITY OF THE CITY 

 
The components of the City’s net pension liability on September 30th were as follows:  
 

 
SIGNIFICANT ACTUARIAL ASSUMPTIONS  
 
The total pension liability was determined by an actuarial valuation as of October 1, 2015 
updated to September 30, 2016 using the following actuarial assumptions applied to all 
measurement periods. 
 

Inflation 3.00% 

Salary Increases Varies% 

Investment Rate of Return 7.50% 
 
Mortality is assumed to follow the RP-2000 Combined Health Mortality Table-
Dynamic with projection to valuation year. 
 
LONG-TERM EXPECTED RATE OF RETURN 
 
The long-term expected rates of return on classes of pension plan investments were 
developed by the investment consultant Asset Consulting Group (ACG) using Monte 
Carlo Simulations to analyze a range of possible outcomes and assist in making educated 
investment decisions. The output of the Monte Carlo Simulation is based on ACG’s 
capital market assumptions that are derived from proprietary models based upon well-
recognized financial principles and reasonable estimates about relevant future market 
conditions. The long-term expected rate of return was calculated by weighting the 
expected future real rates of return of each asset class by the target asset allocation 
percentage and by adding expected inflation. Best estimates of arithmetic real rates of 
return for each major asset class included in the pension plan's target asset allocation as of 
September 30, 2016 and 2015 (see the discussion of the pension plan's investment policy) 
are summarized in the following table: 
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NOTE 4 –NET PENSION LIABILITY OF THE CITY (CONTINUED) 
 

LONG-TERM EXPECTED RATE OF RETURN (CONTINUED) 

DISCOUNT RATE 
The discount rate used to measure the total pension liability was 7.50 percent for 2016 and 
2015. The projection of cash flows used to determine the discount rate assumed that plan 
member contributions will be made at the current contribution rate and that sponsor 
contributions will be made at rates equal to the difference between actuarially determined 
contribution rates and the member rate. Based on those assumptions, the pension plan's 
fiduciary net position was projected to be available to make all projected future benefit 
payments of current plan members. Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefit payments to 
determine the City’s total pension liability. 

 
SENSITIVITY OF THE NET PENSION LIABILITY TO CHANGES IN THE DISCOUNT RATE 
 
The following presents the net pension liability of the City, calculated using the 
discount rate of 7.5 percent, as well as what the City’s net pension liability would be if 
it were calculated using a discount rate that is 1-percentage-point lower (6.50 percent) or 
1-percentage-point higher (8.50 percent) than the current rate for 2016 and 2015: 
 

  
 



 

 

 
 

REQUIRED SUPPLEMENTARY INFORMATION 
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Note to Schedule:   
Ultimately, this schedule should present information for the last ten years. However, until ten 
years of information can be compiled, information will be presented for as many years as 
available. 
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Valuation date: 

Actuarially determined contribution rates are calculated as of 
October 1, 1 year prior to the end of the year in which 
contributions are reported. 

Methods and assumptions used to determine contribution rates: 

Measurement date October 1, 2014 
Actuarial cost method Entry age 
Asset valuation method 5-year smoothing 
Salary increases varies 
Inflation 3.00% 
Investment rate of return 7.50% 

Mortality rates were based on the RP-2000 Combined Healthy 
Mortality Table-Dynamic projected to valuation year 
improvements based on Scale AA. 
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SCHEDULE OF INVESTMENT RETURNS 

 

Note to Schedule:   
Ultimately, this schedule should present information for the last ten years. However, until ten 
years of information can be compiled, information will be presented for as many years as 
available. 
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INDEPENDENT AUDITORS' 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 

 
 
Board of Trustees  
City of Boca Raton Executive Employees’ Retirement Plan 
 
 
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 of the City of Boca Raton Executive Employees’ Retirement Plan  (the Plan), as of 
and for the year ended September 30, 2016 and the related notes to the financial statements, and 
have issued our report thereon dated March 30, 2017. 
 
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 a 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 that we consider to be material weaknesses.  
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Plan’s financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations and contracts, 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 noncompliance 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. 
 
 
 
West Palm Beach, Florida 
March 30, 2017 
 
 
 




