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The regular meeting of the Dallas Police and Fire Pension System Board of Trustees will be held
at 8:30 a.m. on Thursday, March 12, 2020, in the Second Floor Board Room at 4100 Harry
Hines Boulevard, Dallas, Texas. Items of the following agenda will be presented to the Board:

Date: March 6, 2020

A. MOMENT OF SILENCE

B. CONSENT AGENDA
1. Approval of Minutes
Regular meeting of February 13, 2020

2. Approval of Refunds of Contributions for the Month of February 2020
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3. Approval of Activity in the Deferred Retirement Option Plan (DROP) for March
2020

4. Approval of Estate Settlements
5. Approval of Survivor Benefits
6. Approval of Service Retirements
C. DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR INDIVIDUAL
CONSIDERATION
1. Chairman’s Discussion Items
Recap of the meeting with Dallas Citizens Council Representatives
2. Report on Professional Services Committee
3. Speakers at Board Meeting Policy
4. Fiduciary Duties of Trustees

Portions of the discussion under this topic may be closed to the public under the terms
of Section 551.071 of the Texas Government Code.
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10.

11.

12,

Monthly Contribution Report
Peer Reviews
Board approval of Trustee education and travel

a. Future Education and Business-related Travel
b. Future Investment-related Travel

Portfolio Update

Fourth Quarter 2019 Investment Performance Analysis and Third Quarter 2019
Private Markets & Real Assets Review

Investment Practices and Performance Review (SB 322)
Asset Allocation Review
Real Estate Overview — Clarion Partners Portfolio

Portions of the discussion under this topic may be closed to the public under the terms
of Section 551.072 of the Texas Government Code.

30f5




2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

13. Closed Session - Board serving as Medical Committee

Discussion will be closed to the public under the terms of Section 551.078 of the Texas
Government Code.

Application for death benefits for disabled child
14. Lone Star Investment Advisors Update

Portions of the discussion under this topic may be closed to the public under the terms
of Section 551.071 of the Texas Government Code.

15. Legal issues - In accordance with Section 551.071 of the Texas Government Code,
the Board will meet in executive session to seek and receive the advice of its
attorneys about pending or contemplated litigation or any other legal matter in
which the duty of the attorneys to DPFP and the Board under the Texas
Disciplinary Rules of Professional Conduct clearly conflicts with Texas Open
Meeting laws.

D. BRIEFING ITEMS

1. Public Comment
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2. Executive Director’s report

a. Associations’ newsletters
e NCPERS Monitor (February 2020)
e NCPERS PERSist (Winter 2020)
b. Open Records
c. Staffing Update

The term “possible action” in the wording of any Agenda item contained herein serves as notice that the Board may, as permitted by the Texas Government Code, Section 551, in its discretion,
dispose of any item by any action in the following non-exclusive list: approval, disapproval, deferral, table, take no action, and receive and file. At the discretion of the Board, items on this
agenda may be considered at times other than in the order indicated in this agenda.

At any point during the consideration of the above items, the Board may go into Closed Executive Session as per Texas Government Code, Section 551.071 for consultation with attorneys,
Section 551.072 for real estate matters, Section 551.074 for personnel matters, and Section 551.078 for review of medical records.
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ITEM #A

MOMENT OF SILENCE

In memory of our Members and Pensioners who recently passed away

NAME ACTIVE/ DEPARTMENT DATE OF DEATH
RETIRED
Armond C. Beaty Retired Police Feb. 7, 2020

R. B. Kimzey Retired Fire Feb. 8, 2020

Raymond R. Rowe Retired Fire Feb. 14, 2020
William F. Lovell Retired Police Feb. 16, 2020
Richard O. Walker Retired Police Feb. 21, 2020
Billy E. Barnes Retired Police Feb. 29, 2020

Regular Board Meeting — Thursday, March 12, 2020




2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

Dallas Police and Fire Pension System
Thursday, February 13, 2020
8:30 a.m.

4100 Harry Hines Blvd., Suite 100
Second Floor Board Room
Dallas, TX

Regular meeting, William F. Quinn, Chairman, presiding:

ROLL CALL

Board Members

Present at 8:31 a.m. William F. Quinn, Nicholas A. Merrick, Joseph P. Schutz, Susan M.
Byrne, Robert B. French, Steve ldoux, Mark Malveaux, Armando
Garza (by phone), Allen Vaught, Tina Hernandez Patterson

Absent: Gilbert A. Garcia

Staff Kelly Gottschalk, Josh Mond, Brenda Barnes, Kent Custer, John Holt,
Damion Hervey, Cynthia Thomas, Ryan Wagner, Michael Yan,
Milissa Romero

Others Rick Salinas, David Elliston, Manet Schuman, Sheri Kowalski, Rob
Gauss (by phone)

* k% * * % * k% %

The meeting was called to order at 8:31 a.m.

* k% * * % * k% %

A. MOMENT OF SILENCE

The Board observed a moment of silence in memory of retired police officer
Tommie R. Murphy, Donald Kirkpatrick, Jose Losoya, Jr., James W. Nunn,
Homer L. Hinton, and retired firefighters Joe B. Davis, J. W. McElroy, Gene E.
Bennett, Hubert Townsend.

No motion was made.

* k% * k% k% * k% %
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Regular Board Meeting
Thursday, February 13, 2020

CONSENT AGENDA

1. Approval of Minutes

Regular meeting of January 9, 2020

2. Approval of Refunds of Contributions for the Month of January 2020

3. Approval of Estate Settlements

4. Approval of Survivor Benefits

5. Approval of Service Retirements
After discussion, Ms. Byrne made a motion to approve the minutes of the meeting of
January 9, 2020. Mr. Vaught seconded the motion, which was unanimously approved
by the Board.
After discussion, Ms. Byrne made a motion to approve the remaining items on the

Consent Agenda, subject to the final approval of the staff. Ms. Hernandez Patterson
seconded the motion, which was unanimously approved by the Board.

* k% * k% k% * k% %

DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR
INDIVIDUAL CONSIDERATION

1. Quarterly Financial Statements

The Chief Financial Officer presented the fourth quarter 2019 financial
statements.

No motion was made.
* * k% k% * % % %
2. Monthly Contribution
Staff presented the Monthly Contribution Report.

No motion was made.

* k% * k% X% * X% *
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Regular Board Meeting
Thursday, February 13, 2020

Portfolio Update

Investment staff briefed the Board on recent events and current developments
with respect to the investment portfolio.

No motion was made.

* k% * % % k% % %

Rebalancing Report

In accordance with Investment Policy section 6.C.7, the staff reported on recent
rebalancing recommendations and activity. During January 2020 staff rebalanced
short term and high yield bonds to target and added $20 million to investment
grade bonds.

No motion was made.

* k% % % % k% k% %

Investment Policy Statement Review

Section 5.A.7 of the Investment Policy Statement (IPS) establishes a
responsibility for the Board of Trustees to review the IPS annually and revise as
needed. Staff reviewed the IPS and had a few recommended revisions. Meketa
concurred with these recommendations.

After discussion, Mr. Merrick made a motion to approve the proposed Investment
Policy Statement revisions. Mr. Malveaux seconded the motion, which was
unanimously approved by the Board.

* % * k% % * % *

Bank Loan Investment Allocation

Staff and Meketa analyzed the structure of the bank loan portfolio. Staff provided
the Board a recommendation memo and discussed the analysis.

After discussion, Mr. Malveaux made a motion to approve staff’s
recommendation to liquidate the Loomis Sayles’ Senior Floating Rate & Fixed
Income portfolio and redeploy assets to Pacific Asset Management Bank Loans
portfolio.  Ms. Hernandez Patterson seconded the motion, which was
unanimously approved by the Board.

* k% * * % * k% %
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Regular Board Meeting
Thursday, February 13, 2020

Correction of Errors in Benefit Payments Policy

Amendments to the interest provisions of the policy were proposed to clarify the
interest calculations on benefit payment errors.

After discussion, Mr. Malveaux made a motion to adopt the amended Correction

of Errors in Benefit Payments Policy. Ms. Hernandez Patterson seconded the
motion, which was unanimously approved by the Board.

* k% % % k% k% k% %

Board approval of Trustee education and travel

a. Future Education and Business-related Travel
b.  Future Investment-related Travel

After discussion, Ms. Hernandez Patterson made a motion to approve the
Southwest Trustee Education Program to be included on the Future Education

and Trustee Travel list. No future investment-related travel is currently
scheduled.

* * * % % * % %
SB 944

Counsel discussed SB 944 which was passed during the 2019 legislative session
and its requirements regarding preserving public information on private devices.

No motion was made.
* % % * * % % %
Lone Star Investment Advisors Update
The Board went into closed executive session — Legal at 9:53 a.m.
The meeting was reopened at 11:01 a.m.

No motion was made.

* k% * k% k% * k% %
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Regular Board Meeting
Thursday, February 13, 2020

Legal issues - In accordance with Section 551.071 of the Texas Government
Code, the Board will meet in executive session to seek and receive the advice
of its attorneys about pending or contemplated litigation, including DPFP’s
VCP filing with the Internal Revenue Service, consideration of legal options
regarding DPFP’s interests in funds managed by Lone Star Investment
Advisors or any other legal matter in which the duty of the attorneys to
DPFP and the Board under the Texas Disciplinary Rules of Professional
Conduct clearly conflicts with Texas Open Meeting laws.

The Board went into closed executive session — Legal at 9:53 a.m.
The meeting was reopened at 11:01 a.m.
After discussion, Ms. Byrne made a motion to authorize the Executive Director
to execute the Internal Revenue Service Closing Agreement. Mr. Schutz
seconded the motion, which was unanimously approved by the Board.
Mr. ldoux was not present when the vote was taken.
ok ok ok oKk ok Kk x

Closed Session - Board serving as Medical Committee

Disability application
The Board went into closed executive session — Medical at 11:02 a.m.

The meeting was reopened at 11:25 a.m.

Staff presented an application for On-Duty disability pension for consideration
by the Board in accordance with Section 6.03 of the Plan.

After discussion, Mr. ldoux made a motion to approve the On-Duty disability
pension for Police Officer 20-01, not subject to future medical recalls but subject

to the earning test until the age of 58. Mr. Quinn seconded the motion, which was
unanimously approved by the Board.

* k% * k% k% * k% *x
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Regular Board Meeting
Thursday, February 13, 2020

D. BRIEFING ITEMS
1. Public Comments

The Board received public comments during the open forum.

* k% * k% % * X% %

2. Executive Director’s report

a. Associations’ newsletters
NCPERS Monitor (January 2020)
b.  Open Records

The Executive Director’s report was presented.

* k% * k% % * k% %

Ms. Gottschalk stated that there was no further business to come before the Board. On a
motion by Ms. Hernandez Patterson and a second by Mr. Schutz, the meeting was adjourned
at11:26 a.m.

William F. Quinn
Chairman

ATTEST:

Kelly Gottschalk
Secretary

6 of 6
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& Polick & i ) DISCUSSION SHEET
ITEM #C1

Topic: Chairman’s Discussion Items

Recap of the meeting with Dallas Citizens Council Representatives

Discussion: The Chairman will brief the Board on this item.

Regular Board Meeting — Thursday, March 12, 2020
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Topic:

Discussion:

Staff
Recommendation:
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DISCUSSION SHEET
ITEM #C2

Report on Professional Services Committee

According to the Committee Policy and Procedure, the Professional Services
Committee is responsible for meeting privately with the external service
providers, without DPFP staff present, at minimum on an annual basis. The
purpose of such a meeting is to provide a forum for the service provider to
provide candid comments to the Professional Services Committee.

The Professional Services Committee will meet with the investment consultant,
Meketa, prior to the March Board meeting.

The Professional Services Committee shall report to the Board any material
comments and recommend to the Board any appropriate actions needed as a
result of the meeting with Meketa.

Regular Board Meeting — Thursday, March 12, 2020
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ITEM #C3

Topic: Speakers at Board Meeting Policy

Discussion: Staff is recommending changes to the policy to reflect changes to the state law
as well as providing discretion with respect to time limits for speakers.

Staff
Recommendation: Adopt the Speakers at Board Meeting Policy as amended.

Regular Board Meeting — Thursday, March 12, 2020
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SPEAKERS AT BOARD MEETINGS
POLICY

Amendeddepted Marchduly 122, 20201985
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DALLAS POLICE AND FIRE PENSION SYSTEM

SPEAKERS AT BOARD MEETINGS POLICY
Adopted July 22, 1985
Amended March 12, 2020

Tinr-the-discharge-of-ts-dutiesthe agenda for every Board meeting shall contain an item prior to

the consrderatlon of any aqenda item bv the Board of Trusteesef—'Frustees—ef—ﬂae—Flelwe—and-Frre

taken by the Board, aIIowmq members of the DUb|IC to address the Board concerning any item on
the agenda or any other matter affecting the Dallas Police and Fire Pension System. Each speaker
shall be allotted three minutes to speak, provided that the Chairman may allow speakers to
exceed such time limit if, in the Chairman’s discretion, allowing such extra time shall not unduly
disrupt or lengthen the Board meeting. The Chairman may also, in his or her discretion, allow
speakers at other points in the meeting if allowing such speakers will not unduly disrupt or
lengthen the Board meeting.

APPROVED on March 12, 2020 by the Board of Trustees of the Dallas Police and Fire Pension
System.

William F. Quinn
Chairman

Attested:

Kelly Gottschalk
Executive Director

@
*
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DISCUSSION SHEET
ITEM #C4

Fiduciary Duties of Trustees

Portions of the discussion under this topic may be closed to the public under the
terms of Section 551.071 of the Texas Government Code.

Chuck Campbell with Jackson Walker, fiduciary counsel for the Board, will
give a presentation on fiduciary duties of trustees.

Regular Board Meeting — Thursday, March 12, 2020
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Dallas Police and Fire Pension System

Fiduciary Considerations for Trustees

Chuck Campbell

Jackson Walker L.L.P.

March 12, 2020 100 Congress, Suite 1100
Austin, Texas 78701

512-236-2263

ccampbell@jw.com

© Jackson Walker LLP 2018
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Overview
e Why and When Are You a Fiduciary?

e What Are Your Key Fiduciary Duties?
 What Other Standards of Conduct Apply?

 Fiduciary Implications in Selecting Third-Party Providers

22
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Why Are You a Fiduciary?

* You are a fiduciary because you are a trustee of a trust

— Exercise your duties for the benefit of others
—Texas Constitution and State law

—Internal Revenue Code: all assets of tax-qualified retirement
plan held in trust for plan beneficiaries (members, retirees,
survivors, etc.)

23
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When Are You a Fiduciary?

*You are a fiduciary when you exercise discretion in
performing your duties as a Trustee of the System.

Board action items

Delegating authority or allocating responsibility
Monitoring prior Board decisions

Establishing policies and procedures

Exercising individual discretion with System activities
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Key Fiduciary Duties
e Duty of Loyalty

e Duty of Prudence

e Duty to Follow Governing Documents and Applicable
Law

25
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Duty of Loyalty

e Otherwise known as the “Exclusive Benefit Rule”

e Article 6243a-1, Section 3.01(a)

e “The board shall execute its fiduciary duty to hold and administer
the assets of the fund for the exclusive benefit of members and
their beneficiaries under Section 802.203, Government Code,
Section 67(f), Article XVI, Texas Constitution, and any other
applicable law, in a manner that ensures the sustainability of the

pension system for purposes of providing current and future
benefits to members and their beneficiaries.”

26
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Duty of Loyalty

* Your loyalty is to the members and beneficiaries of the
System.
e Duty of impartiality: duty of loyalty extends to all members and
beneficiaries—current and retired
e “...ensuring the sustainability of the pension system...”

e Wear your “trustee” hat in the Boardroom

* Your loyalty is to all members and beneficiaries—not the other “hats” you
might wear in your life or work, including your source of appointment or
electorate.

27
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Duty of Loyalty

* No Self-Dealing

e Using position (directly or indirectly) for personal profit or
advantage

e Avoid Conflicts of Interest

e Personal or business relationships that could reasonably be
expected to diminish the Trustee’s independence of judgment

e Use System assets and resources only to pay benefits and
reasonable expenses

28
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Duty of Prudence

 Prudence Standard

* “In making investments and supervising investments,
trustees shall exercise the judgment and care under the
circumstances then prevailing that persons of ordinary
prudence, discretion, and intelligence exercise in the
management of their own affairs...” Article 6243a-1, 84.07(b)

29
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Duty of Prudence —Education and Information

e Fiduciaries should become educated on topics

relevant to service as trustees:

e Plan Administration

Investments

Fiduciary and Ethics

Actuarial Matters

Governance and Risk Management

e Fiduciaries should also receive adequate background
information related to decisions in front of them.

30
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Duty of Prudence — Process
e Demonstrate required care was taken in the decision-
making process by:

e Ensuring adequate information provided to make informed
decision

e Establishing policies and procedures for significant aspects of
administration

e Adhering to policies and procedures

e Being consistent in process and decisions

31
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Duty to Follow Governing Documents

e Plan Documents include:
e Your Statute---Article 6243a-1
e Board and System Policies and Procedures

e If administrative or governance issue arises, the first place to
go is your governing documents.

* Note: failure to follow documents can also cause
administrative and tax-qualified plan issues giving rise to
other liability.
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Duty to Follow Applicable Law

e Applicable State Law
e Your Governing Statute, Article 6243a-1
* Texas Open Meetings Act
e Texas Public Information Act
e Texas Local Government Code Chapter 171 and 176
* Texas Government Code Chapter 802

33
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Standards of Conduct

e System governance and ethics policies provide written
guidelines around activities that implicate state ethics laws,
fiduciary duties, and other standards of conduct

* Help ensure compliance by providing guidance to Trustees,
DPFP staff, and contractors. These include:
e Board of Trustees and Employees Ethics and Code of Conduct
e Board of Trustees Governance and Conduct Policy
e Contractor’s Statement of Ethics

34
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Standards of Conduct — Key Aspects of Board and
System Policies

e Statements of Standards of Conduct and Fiduciary Duties
e Conflicts of Interest and Prohibited Transactions

e Gifts, Travel, and Expenses

e Undue Influence

e Confidentiality and System Information

e Trustee Communications—Internal and External

e Board Conduct at Meetings

35
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Duty of Loyalty and Selecting Third-Party Providers

e Trustees are to act for the exclusive benefit of
members and beneficiaries.

* No self-dealing and avoid conflict of interests in selecting
providers

* High quality at appropriate and reasonable cost

 What if Trustees believe that “collateral”
considerations in selecting providers are important?

* Are these considerations consistent with the exclusive
benefit rule?

37
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Examples of Collateral Considerations in Selecting
Investment Providers

* Minority or women-owned or controlled businesses
 Emerging manager programs

* Socially responsible investments (SRls)

e Economically targeted investments (ETIs)

e Environmental, social and governance investments (ESG)
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Legal Guidance--Texas AG Opinion GA-0871 (2011)

e State Board of Education (SBOE) asked the Attorney General (AG)
whether it could consider benefits to state policy when investing its

assets.

* AG held that the Texas Constitution and the Texas Education Code
both required the SBOE to consider only the financial attributes of
potential investments.

e Consideration of non-financial factors as part of its investment
decisions was not authorized.

* Not binding on the System, but instructive.
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DOL/EBSA Guidance under ERISA (IB 2015-01)

* Response to prior guidance which said consideration of collateral, non-
economic factors should be rare and only “tie-breakers”

e “ ..plan fiduciaries should appropriately consider factors that potentially
influence risk and return. Environmental, social, and governance issues
may have a direct relationship to the economic value of the plan’s
investment.”

e “ .. fiduciaries may invest in ETIs based, in part, on their collateral benefits
so long as the investment is economically equivalent, with respect to
return and risk to beneficiaries in the appropriate time horizon, to
investments without such collateral benefits.”
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Questions?

Chuck Campbell
Jackson Walker L.L.P.
100 Congress, Suite 1100
Austin, Texas 78701
512-236-2263
ccampbell@jw.com
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ITEM #C5

Topic: Monthly Contribution Report

Discussion: Staff will review the Monthly Contribution Report.

Regular Board Meeting — Thursday, March 12, 2020
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|Contribution Tracking Summary - March 2020 (January 2020 Data)

City Contributions - Floor, Hiring Plan and Actual
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G:\Kelly\Contributions\Contribution Analysis 1 20

Actual Comp Pay was 98% of the Hiring Plan estimate since the effective date of HB 3158.

In the most recent month Actual Comp Pay was 103% of the Hiring Plan estimate and 94% of the floor
amount.

The Hiring Plan Comp Pay estimate increased by 3.39% in 2020. The Floor increased by 2.75%.
Through 2024 the HB 3158 Floor is in place so there is no City Contribution shortfall.
The combined actual hiring was 73 higher than the Hiring Plan for the pay period ending February 4,

2020. Fire was over the estimate by 95 fire fighters and Police was short 22 officers. In total January
2020 has 173 more contributing members than January 2019.

Since the effective date of HB 3158 actual employee contributions have been $2.6 million less than
the Hiring Plan estimate. Potential earnings loss due to the contribution shortfall is $439k at the
Assumed Rate of Return.

Employee contributions exceeded the Hiring Plan estimate for the month and the year.

There is no Floor on employee contributions.

Page 1
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|Contribution Summary Data

City Contributions

Additional Comp Pay Comp Pay
Number of Pay Actual Contributions to |Contributions as a %| Contributions as
Periods Beginning Contributions Meet Floor of Floor a % of Hiring Plan
Jan-20 in the Month HB 3158 Floor City Hiring Plan | Based on Comp Pay Minimum Contributions Contributions
Month 2| S 11,448,000 | $ 10,509,231 | $ 10,795,519 | $ 652,481 94% 103%
Year-to-Date S 11,448,000 | $ 10,509,231 | $ 10,795,519 | $ 652,481 94% 103%
HB 3158 Effective Date S 341,795,000 | $ 312,649,615 | $ 305,852,727 | $ 35,942,273 89% 98%
Due to the Floor through 2024, there is no cumulative shortfall in City Contributions
Does not include the flat S13 million annual City Contribution payable through 2024.
Does not include Supplemental Plan Contributions.
Employee Contributions
Actuarial Actual
Number of Pay Actual Employee |Actual Contribution Valuation Actual Contributions| Contributions as
Periods Beginning Contributions Shortfall Compared Contribution | as a % of Hiring Plan| a % of Actuarial
Jan-20 in the Month City Hiring Plan |Based on Comp Pay to Hiring Plan Assumption Contributions Val Assumption
Month 2] S 4,112,308 | $ 4,223,761 | S 111,453 | $ 4,112,308 103% 103%
Year-to-Date S 4,112,308 | $ 4,223,761 | S 111,453 | $ 4,112,308 103% 103%
HB 3158 Effective Date S 122,341,154 | $ 119,692,842 | S (2,648,312)| $§ 117,231,946 98% 102%
Potential Earnings Loss from the Shortfall based on Assumed Rate of Return S (439,638)

Does not include Supplemental Plan Contributions.

G:\Kelly\Contributions\Contribution Analysis 1 20
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|Reference Information

City Contributions: HB 3158 Bi-weekly Floor and the City Hiring Plan Converted to Bi-weekly Contributions

HB 3158 Floor % Increase/ % Increase/

HB 3158 Bi- City Hiring Plan- | Compared to the |Hiring Plan as a % of| (decrease) in the | (decrease) in the

weekly Floor Bi-weekly Hiring Plan the Floor Floor Hiring Plan
2017 S 5,173,000 | S 4,936,154 | $ 236,846 95%
2018 S 5,344,000 | $ 4,830,000 | $ 514,000 90% 3.31% -2.15%
2019 S 5,571,000 | $ 5,082,115 | $ 488,885 91% 4.25% 5.22%
2020 S 5,724,000 | S 5,254,615 | S 469,385 92% 2.75% 3.39%
2021 S 5,882,000 | S 5,413,846 | S 468,154 92% 2.76% 3.03%
2022 S 6,043,000 | $ 5,599,615 | $ 443,385 93% 2.74% 3.43%
2023 S 5,812,000 | $ 5,811,923 | $ 77 100% -3.82% 3.79%
2024 S 6,024,000 | S 6,024,231 | S (231) 100% 3.65% 3.65%

The HB 3158 Bi-weekly Floor ends after 2024

Employee Contributions: City Hiring Plan and Actuarial Val. Converted to Bi-weekly Contributions

City Hiring Plan
Converted to Bi-

Actuarial Valuation
Assumption

weekly Converted to Bi-

Employee weekly Employee | Actuarial Valuation

Contributions contributions  |as a % of Hiring Plan

2017 S 1,931,538 | $ 1,931,538 100%
2018 S 1,890,000 | $ 1,796,729 95%
2019 S 1,988,654 | $ 1,885,417 95%
2020 S 2,056,154 | S 2,056,154 100%
2021 S 2,118,462 | S 2,118,462 100%
2022 S 2,191,154 | $§ 2,191,154 100%
2023 S 2,274,231 | S 2,274,231 100%
2024 S 2,357,308 | $ 2,357,308 100%

G:\Kelly\Contributions\Contribution Analysis 1 20
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The information on this page is
for reference. The only numbers
on this page that may change
before 2025 are the Actuarial
Valuation Employee Contributions
Assumptions for the years 2020-
2024 and the associated
percentage.
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|Reference Information - Actuarial Valuation and GASB 67/68 Contribution Assumptions

Actuarial Assumptions Used in the Most Recent Actuarial Valuation - These assumptions will be reevaluated annually & may change.

City Contributions are based on the Floor through 2024, the Hiring Plan from 2025 to 2037, after 2037 an annual growth rate of 2.75% is assumed

Employee Contributions for 2018 are based on the 2017 actual employee contributions inflated by the growth rate of 2.75% and the Hiring Plan for
subsequent years until 2038, when the 2037 Hiring Plan is increased by the 2.75 growth rate for the next 10 years

|ActuariaI/GASB Contribution Assumption Changes Since the Passage of HB 3158

Actuarial
Valuation

GASB 67/68

YE 2017 (1/1/2018 Valuation)

2018 Employee Contributions Assumption -
based on 2017 actual plus growth rate notthe | $  (2,425,047)
Hiring Plan Payroll

2019 Estimate (1/1/2019 Valuation)

2019 Employee Contribution Assumption S 9,278

*

pension liability or the funded percentage.

*90% of Hiring Plan was used for the Cash Flow Projection for future years in the
12/31/2017 GASB 67/68 calculation. At 12-31-17 and 12-31-18 this did not impact the

The information on this page is for
reference. Itisintended to
document contribution related
assumptions used to prepare the
Actuarial Valuation and changes to
those assumptions over time,
including the dollar impact of the
changes. Contribution changes
impacting the GASB 67/68 liability
will also be included.

G:\Kelly\Contributions\Contribution Analysis 1 20
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City Hiring Plan - Annual Computation Pay and Numbers of Employees

Computation Pay

Number of Employees

Year Hiring Plan Actual Difference Hiring Plan Actual EOY Difference
2017 S 372,000,000 | Not Available Not Available 5,240 4,935 (305)
2018 S 364,000,000 | $ 349,885,528 | $ (14,114,472) 4,988 4,983 (5)
2019 S 383,000,000 | $§ 386,017,378 | $ 3,017,378 5,038 5,104 66
2020 S 396,000,000 5,063

2021 S 408,000,000 5,088

2022 S 422,000,000 5,113

2023 S 438,000,000 5,163

2024 S 454,000,000 5,213

2025 S 471,000,000 5,263

2026 S 488,000,000 5,313

2027 S 507,000,000 5,363

2028 S 525,000,000 5,413

2029 S 545,000,000 5,463

2030 S 565,000,000 5,513

2031 S 581,000,000 5,523

2032 S 597,000,000 5,523

2033 S 614,000,000 5,523

2034 S 631,000,000 5,523

2035 S 648,000,000 5,523

2036 S 666,000,000 5,523

2037 S 684,000,000 5,523

Annual Divided by 26 2020 Cumulative Number of Employees ]
Comp Pay by Month - 2020 Pay Periods Actual Difference Difference EOM Difference
January S 30,461,538 | S 31,291,360 | $ 829,821 | S 829,821 5136 73
February S 30,461,538
March S 30,461,538
April S 45,692,308
May S 30,461,538
June S 30,461,538
July S 30,461,538
August S 30,461,538
September S 45,692,308

October S 30,461,538
November S 30,461,538
December S 30,461,538

G:\Kelly\Contributions\Contribution Analysis 1 20
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R Dotick & [:;R;; DISCUSSION SHEET
ITEM #C6

mg?’ PENSION SYSTEM

Topic: Peer Reviews

Discussion: The Executive Director’s 2020 Performance Objectives include conducting a
peer review of staff compensation and an organizational and expense review.

The Executive Director will discuss options for conducting the studies, the
scope and the estimated cost.

Regular Board Meeting — Thursday, March 12, 2020
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& Polick & ini G DISCUSSION SHEET
gt PENSIONSYSTEM
ITEM #C7

Board approval of Trustee education and travel

a. Future Education and Business-related Travel
b. Future Investment-related Travel

Discussion: a. Per the Education and Travel Policy and Procedure, planned Trustee
education and business-related travel and education which does not involve
travel requires Board approval prior to attendance.

Attached is a listing of requested future education and travel noting
approval status.

Per the Investment Policy Statement, planned Trustee travel related to
Investment monitoring, and in exceptional cases due diligence, requires
Board approval prior to attendance.

There is no future investment-related travel for Trustees at this time.

Regular Board Meeting — Thursday, March 12, 2020
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Future Education and Business Related Travel
Regular Board Meeting — March 12, 2020

Conference:

Dates:
Location:
Est. Cost:

Conference:

Dates:
Location:
Est. Cost:

Conference:

Dates:
Location:
Est. Cost:

Conference:

Dates:
Location:
Est. Cost:

Conference:

Dates:
Location:
Est. Cost:

AIF Institute Annual Southwest Trustee Education Program
March 30-31, 2020

Austin, TX

$1,700

TEXPERS Basic Trustee Training
May 2, 2020

Galveston, TX

$875

TEXPERS Advanced Trustee Training
May 2, 2020

Galveston, TX

$800

TEXPERS 31st Annual Conference
May 3-6, 2020

Galveston, TX

$1,311

NCPERS Trustee Education Seminar (TEDS)
May 9 — 10, 2020

Las Vegas, NV

$2,000

ATTENDING APPROVED

AG

Page 1 of 2
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Conference:

Dates:
Location:
Est. Cost:

Conference:

Dates:
Location:
Est. Cost:

NCPERS Annual Conference
May 10 - 13, 2020

Las Vegas, TX

$2,900

TEXPERS Summer Education Forum
August 16-18, 2020

San Antonio, TX

TBD

ATTENDING APPROVED

Page 2 of 2
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ITEM #C8

Topic: Portfolio Update

Discussion: Investment Staff will brief the Board on recent events and current developments
with respect to the investment portfolio.

Regular Board Meeting — Thursday, March 12, 2020
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S D A L L A S
V2¢) POLICE & FIRE

“ge® PENSION SYSTEM

Portfolio Update

March 12, 2020
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DPFP Asset Allocation

Equity
Global Equity
Emerging Markets
Private Equity*

Fixed Income
Safety Reserve - Cash
Safety Reserve - ST |G Bonds
Investment Grade Bonds
Global Bonds
Bank Loans
High Yield Bonds
Emerging Mkt Debt
Private Debt*

Real Assets*
Real Estate*
Natural Resources*
Infrastructure*

Total

Safety Reserve
*Private Market Assets

2020 03 12 Board Meeting

Asset Allocation

S millions
2/29/20  Target
804 1,100
463 800
48 200
293 100
639 700
42 60
251 240
59 80
67 80
111 80
81 80
20 80
8 0
557 200
375 100
128 100
54 0
2,000 2,000
293 300
858 300

Source: JP Morgan Custodial Data, Staff Estimates and Calculations

S D A L L A S
"&;;“PDLICE&FIRE
Y PENSION SYSTEM

54

Variance
-297
-337
-152

193
-61
-18

11
-21
-13
31

558

- REGULAR AGENDA 2020 03 12

2/29/20
40.2%
23.1%

2.4%
14.6%
32.0%

2.1%
12.5%

2.9%

3.4%

5.5%

4.1%

1.0%

0.4%
27.9%
18.7%

6.4%

2.7%

100.0%

14.6%
42.9%

% weight

Target  Variance
55.0% -14.8%
40.0% -16.9%
10.0% -7.6%
5.0% 9.6%
35.0% -3.0%
3.0% -0.9%
12.0% 0.5%
4.0% -1.1%
4.0% -0.6%
4.0% 1.5%
4.0% 0.1%
4.0% -3.0%
0.0% 0.4%
10.0% 17.9%
5.0% 13.7%
5.0% 1.4%
0.0% 2.7%
100.0% 0.0%

15.0% -0.4%

15.0%  27.9%
PRELIMINARY
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Investment |Initiatives

Managing liquidation of private market assets remains the top focus with key
initiatives discussed quarterly and as part of periodic asset class reviews.
Staff monitoring investment commentary and performance in light of Coronavirus,
but no action anticipated. Maintain strategic asset allocation and implementation.
$30 million contribution to PAM Bank Loans on Feb 29. Most Loomis Bank Loan
Assets expected mid-March with remainder in mid-April.
Investment Grade Bond Search

 Meketa provided preliminary short-list of candidates on February 28.

» Staff/Meketa Conference call scheduled for March 6.

e Invitation RFP expected mid-March.

e Target funding in June 2020
High Yield and equity structure evaluations moving forward slowly.
SB322 independent consultant evaluation completed for March presentation.
Asset allocation assumptions and update completed for March presentation.
On deck - Public market manager IMA/fee reviews

L A S
PGL]CE&'HHE 3
PENSION SYSTEM
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January v
March

August
September
October

*Presentation schedule is subject to change.

"?;*;} PL}LICI:. -.'Sz E IRE

iq;l‘- PENSION SYSTEM

2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

2020 Investment Review Calendar*

Real Estate Reviews: Vista 7, King’s Harbor, & Museum Twr.
Real Estate: Clarion Presentation

Real Estate: AEW Presentation

Timber: Staff Review of FIA & BTG

Natural Resources: Hancock Presentation
Real Estate: Hearthstone Presentation

Infrastructure: Staff review of AIRRO and JPM Maritime
Staff review of Private Equity and Debt

Global Equity Manager Reviews

Fixed Income Manager Reviews
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it L L

X PolicE & [f}RfE DISCUSSION SHEET
e’ PENSION SYSTEM
ITEM #C9

Topic: Fourth Quarter 2019 Investment Performance Analysis and Third
Quarter 2019 Private Markets & Real Assets Review

Attendees: Leandro Festino, Managing Principal - Meketa Investment Group
Aaron Lally, Principal - Meketa Investment Group

Discussion: Meketa and Investment Staff will review investment performance.

Regular Board Meeting — Thursday, March 12, 2020
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MEKETA

INVESTMENT GROUP

Dallas Police & Fire Pension System

December 31, 2019

arterly Review

|
BOSTON CHICAGO LONDON MIAMI NEWYORK PORTLAND SAN DIEGO MEKETA.COM
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M E KETA Dallas Police & Fire Pension System

Agenda

Agenda

1. Executive Summary
2. 4Q19 Review

3. Disclaimer, Glossary, and Notes

I —— |
MEKETA INVESTMENT GROUP Page 2 of 38
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Executive Summary
As of December 31, 2019

Page 3 of 38
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M E KETA Dallas Police and Fire Pension System

Executive Summary

DPFP 4Q19 Flash Summary

Category

Total Fund Performance Return Positive 2.2%

Performance vs. Policy Index Underperformed 2.2% vs. 5.4%

Performance vs. Peers' Underperformed 2.2% vs. 5.1% median (99th percentile in peer group)

Overweight private markets and

Asset Allocation vs. Targets Detractive g ey

Safety Reserve Exposure Sufficient $354 million (approximately 17%)

Active Management Detractive Underperformed benchmarks in most asset classes
DPFP Public Markets vs. 60/40? Underperformed 47% vs. 5.6%

DPFP Public Markets vs. Peers Underperformed 4.7% vs. 5.1% median (78th percentile in peer group)
Compliance with Targets No Below minimums in Inv. Grade Bonds and EM Debt?

" InvestorForce Public DB $1-5 billion net

2 Performance of Total Fund excluding private market investments relative to a 60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index.

3 Investment Grade Bonds and Emerging Market Debt (EMD) are below target minimums in accordance with following the implementation plan approved by the Trustees. The EMD minimum was
subsequently lowered to zero percent in February 2020.

S s EEEEETETTEeTEee——S—S—S—S—S—“—"————"_"_MMMM——----——--—
MEKETA INVESTMENT GROUP Page 4 of 38
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M E KETA Dallas Police and Fire Pension System

Executive Summary

DPFP Trailing One-Year Flash Summary

Category

Total Fund Performance Return Positive 1.6%

Performance vs. Policy Index Underperformed 11.6% vs. 15.7%

Performance vs. Peers' Underperformed 11.6% vs. 17.1% median (99th percentile in peer group)

Overweight private markets and

Asset Allocati T t D i ; . "
sset Alocationvs. 1argets etractive underweight public equities hurt
Active Management Additive Outperformed in private equity and global equity
DPFP Public Markets vs. 60/402 Underperformed 15.5% vs. 18.4%
DPFP Public Markets vs. Peers Underperformed 15.5% vs. 17.1% median (75th percentile in peer group)

" InvestorForce Public DB $1-5 billion net.

2 Performance of Total Fund excluding private market investments relative to a 60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index.
S s TeeTTE———S—S—S—————S_—_—_MM——S..S.--....
MEKETA INVESTMENT GROUP Page 5 of 38
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M E KETA Dallas Police and Fire Pension System

Executive Summary

DPFP Trailing Three-Year Flash Summary

Category

Total Fund Performance Return Positive 4.9%

Performance vs. Policy Index Underperformed 49% vs. 81%

Performance vs. Peers' Underperformed 4.9% vs. 8.7% median (99th percentile in peer group)
Active Management Mixed Favorable in public equity and detractive in PE, NR, RE and PD
DPFP Public Markets vs. 60/40? Underperformed 7.2% vs. 9.1%

DPFP Public Markets vs. Peers Underperformed 7.2% vs. 8.7% median (99th percentile in peer group)

1 InvestorForce Public DB $1-5 billion net

2 Performance of Total Fund excluding private market investments relative to a 60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index.
e ————S—S—S—S—_MMMMMM———---------

MEKETA INVESTMENT GROUP Page 6 of 38
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MEKETA Dallas Police and Fire Pension System

Executive Summary

Quarterly Change in Market Value

$2,100

$2.075 $46.1 $2,074.1

$2,051.4

$2,050

$2,025

$2,000

$1,975

$1,950

$1,925

$1,900
Beginning  Net Cash Flow Net Investment Ending Market
Market Value Change Value

e Total market value increased due to positive investment performance.

s EETTee————S—“S—“__S“SM———
Page 7 of 38

MEKETA INVESTMENT GROUP
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M E KETA Dallas Police and Fire Pension System

Executive Summary

Quarterly Absolute Performance

Asset Classes Dollar Gain/ Loss'

Asset Class Absolute Performance
Top Three and Bottom Three ss€

$45,000,000 $41.2
Positive = Negative = Flat
$35,000,000
$25,000,000
$15,000,000
$4.8
$5,000,000 $27
_ L
-$5,000,000 E -$2.3 -$1.6 9
Q Q & ' & @
& & & & & &
~o°\ S o\ S ¢ s
g o® & b\q. «®
() Q & 3
\g&"

e Asset class performance was mixed during the quarter.
e In absolute terms, global equity appreciated the most, gaining approximately $41.2 million in market value.
e Private equity depreciated the most, losing approximately $4.4 million in value.

" Estimated Gain/ Loss calculated by multiplying beginning market value by quarterly performance.
S e eesEEE———S—S—S—S—S—“S—“—S—S—S"Sr"rME—------.
MEKETA INVESTMENT GROUP Page 8 of 38
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M E KETA Dallas Police and Fire Pension System

Executive Summary

Quarterly Relative Performance

Asset Classes vs Benchmarks

Asset CI Bench k
sset Classes vs Benchmarks Top Three and Bottom Three

Beat = Trailed -8.0%

o 0
\qg' g 0.1%

) e
> L 0.1%
NICA

< .
Q »
& & e 3.5%

% o@ -10% -8% -5% -3% 0% 3% 5%

e Inthe quarter, global bonds had the best relative performance.
e Infrastructure, private debt and natural resources had the worst relative performance in the quarter.

e Only three of fourteen asset classes delivered positive relative performance versus respective benchmarks.

MEKETA INVESTMENT GROUP Page 9 of 38
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M E KETA Dallas Police and Fire Pension System

Executive Summary

Trailing 3 Year Relative Performance

Asset Classes vs Benchmarks

Asset CI Bench ks’
e LG RA LIS Top Three and Bottom Three

Beat = Flat = Trailed
Private Equity -18.0%

' Private Debt
Natural Resources

4 Global Bonds 1.1%
Global Equity 2.0%
Infrastructure 3.7%

-25% -20% -15% -10% -5% 0% 5%

e Four of the eleven asset classes with trailing three-year return history delivered positive relative performance
versus respective benchmarks.

e Over the trailing three-year period, the best relative performance came from infrastructure, global equity
and global bonds.

e Private equity, private debt, and natural resources had the worst relative performance over the trailing
three-year period.

1 Analysis excludes asset classes with a performance history of less than three years.

S e eesEEE———S—S—S—S—S—“S—“—S—S—S"Sr"rME—------.
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Top Three
Outperformers in
Quarter

Bottom Three
Underperformers in
Quarter

14%
12%
10%
8%
6%
4%
2%
0%

12%
10%

4%

2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

Dallas Police and Fire Pension System

Public Manager Alpha

B NetReturn Index Return M Alpha
12.6%
9.0%
3.6% 4.0% 3.5%
I I 0.5% . 0.6% 0.6% 0.0%
—
Invesco Brandywine IR&M
H Net Return Index Return M Alpha
1.6%
10.0%
9.0% 8.6%
7.0% 7.1%
-2.0% -1.6% -1.5%
Manulife RBC Boston Partners

Executive Summary

$463 million

Combined exposure

$310 million

Combined exposure

MEKETA INVESTMENT GROUP
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M E KETA Dallas Police and Fire Pension System

Executive Summary

Liquidity Exposure
As of December 31, 2019

Exposure ($ mm) Targets

= Daily or Weekly Monthly = llliquid = Daily or Weekly Monthly = llliquid

O 0

e Approximately 41% of the System’s assets are illiquid versus 15% of the target allocation.

e EEeTeeeEee—S—S—S“S—“—MBME————-————-————-————
MEKETA INVESTMENT GROUP Page 12 of 38
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M EKETA Dallas Police and Fire Pension System

Executive Summary

Legacy Assets

¥ Non-Legacy * Legacy B Real Estate " Infrastructure M Private Equity
$600
$500
$400
$300
$23.6
$200

$100

$0

$549 miillion

Net Asset Value of Legacy Assets

MEKETA INVESTMENT GROUP Page 13 of 38
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4Q19 Review

Page 14 of 38
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Asset Category Asset Classes

Actual vs Target Allocation (%) Actual vs Target Allocation (%)
As of December 31, 2019 As of December 31, 2019

248
Global Euw—- i 400

; 26
Emerging Marked Equnh'r = 100

24 e

150.0 l::asthEI 4
' Short Term Imestment Grade Bonds N 2|
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39
140

Publc Equity

Prvate Equity
5.0 Bank Loans

4.1
High Yield Bor.ds!lm

1 34
Global Bonds 140

1350 Errerging Market MF:Q@D

Fixed Income and Cash

Private Debt |ﬂtlﬂ-l
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Allocation vs. Targets and Policy

Current Current Policy Range Within IPS
Balance Allocation i 9 Range?

Equity $861,093,487 42% 55%
Global Equity $515,138,013 25% 40% 18% - 48% Yes
Emerging Market Equity $53,160,484 3% 10% 0% - 12% Yes
Private Equity $292,794,990 14% 5%

Fixed Income and Cash $658,090,519 32% 35%
Cash $91,181,180 4% 3% 0% - 5% Yes
Short-Term Investment Grade Bonds $263,096,788 13% 12% 5% - 15% Yes
Investment Grade Bonds $36,718,202 2% 4% 2% - 6% No
Global Bonds $69,661567 3% 4% 2% - 6% Yes
Bank Loans $81,261,689 4% 4% 2% - 6% Yes
High Yield Bonds $86,038,276 4% 4% 2% - 6% Yes
Emerging Market Debt $21,184,707 1% 4% 2% - 6% No
Private Debt $8,948,111 0% 0%

Real Assets $554,921,870 27% 10%
Real Estate $373,841107 18% 5%
Natural Resources $126,859,018 6% 5%
Infrastructure $54,221,745 3% 0%

Total $2,074,105,877 100% 100%

As of 12/31/2019, the Safety Reserve exposure was approximately $354.3 million (17%).
Rebalancing ranges are not established for illiquid assets (Private Equity, Private Debt, Natural Resources, Infrastructure and Real Estate)

e, |
MEKETA INVESTMENT GROUP Page 16 of 38
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Allocation History vs. Policy

rs Ending December 31, 2019

-
g
5
=
8
<
#
2015 2016 2017 2018 ms
B Public Equity [T Private Equity [ Fixed Income and Cash [0 Real Assels B GAA
MEKETA INWESTMENT GROUP Page 17 of 38
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Met Return Summary

Ending December 31, 2019

200
167 187
150
116 116
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E
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019
Attribution Effects vs. Policy Benchmark
3 Months Ending December 31, 2019

DFFP| 0
Global Equity |
Emerging Markets Equity
Private Equity|
Cash Equivalents |
Short Term Core Bm:ls.
Investment Grade Bonds
Global Bonds |
Bank Loans
High Yield Bonds
Emerging Markets Debt|
Private Debt|
Real Es-tale;

B Allocation Effect
] Selection Effect
@ Total Effect

Natural Resources |

Infrasl:uctura_
-3.5% 3.0% 2.5 % 2.0 % 15% A0% 05% 0.0 % 0.5 %

Attribution Summary
3 Months Ending December 31, 2019

Wtd. Actual Wtd. Index Excess Selection Allocation
Return Return Return Effect Effect

Total 2.2% 5.4% -3.2% -1.2% -2.0% -3.2%

The performance calculation methodology in attribution tables is different from the standard time weighted returns (geometric linkage of monthly returns) found throughout the rest of the report. In attribution
tables, the average weight of each asset class (over the specified time period) is multiplied by the time period performance of that asset class and summed. Values may not foot due to rounding.

D — |
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Attribution Effects vs. Policy Benchmark

1 Year Ending December 31, 2019

OPFP|

Global Equity |

Emerging Markets Equity
Private Equity|

Cash Equivalents

Short Term Core Bonds
Investment Grade Bonds
Global Bonds

Bank Loans

High Yield Bonds |
Emerging Markets Debt
Private Debt|

Real Estate |

Natural Resources |
Infrastructure

5.0 % 4.0 % -2.'5 % 0.0% E.d % 4.0 %

I 4location Effect
[0 Selection Effect
@ Total Effect

Attribution Summary
1Year Ending December 31, 2019

Wtd. Actual Wtd. Index Excess Selection Allocation
Return Return Return Effect Effect

Total 11.6% 16.2% -4.6% 0.1% -4.7% -4.6%

The performance calculation methodology in attribution tables is different from the standard time weighted returns (geometric linkage of monthly returns) found throughout the rest of the report. In attribution
tables, the average weight of each asset class (over the specified time period) is multiplied by the time period performance of that asset class and summed. Values may not foot due to rounding.

D ]
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Net Annualized Return vs. Annualized Standard Deviation

3 Years Ending December 31, 2019
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Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

MEKETA

Quarterly Excess Performance vs. Policy Benchmark

Exc Ret
Q318
04-18
19
Q219
Q319
Q419

n-18
Q218

Year

Q317
Q417

45

17
Q217

B Cuartery Outperformance
I Quartery Underperformance

Page 22 of 38
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Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Total Fund Correlation Matrix
3 Years Ending December 31, 2019

MEKETA
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1 Year Ending December 31, 2019
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Total Plan vs. InvestorForce Public DB $1-5B Net Accounts
Ending December 31, 2019
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o Quarter ¥TD 1 Year 3 Years 5 Years 10 Years
Period
Return (Rank)
Sth Percentile 62 220 220 115 83 9.6
25th Percentile 57 irs 178 93 74 g5
Median 51 17.1 171 ar 6.6 79
75th Percentile 48 154 154 83 6.3 75
95th Percentile 39 148 148 81 6.0 7.0
# of Portfolios 45 45 45 45 45 39
DPFP 22 (99) 16 (99) 116 (99) 49  (99) 08  (99) 33 (99)
Policy Index 54 {41) 187 (74) 157 (T4) 8.1 (95) [ § )] 85  (25)

D |
MEKETA INVESTMENT GROUP Page 24 of 38

81



2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Total Plan ex Privates vs. InvestorForce Public DB $1-5B Met Accounts

As of December 31, 2019
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5055
o Quarter ¥TD 1 Year 3 Years 5 Years 10 Years
Period
Return (Rank)
Sth Percentile 62 220 220 115 83 9.6
25th Percentile 57 ir8 178 93 74 g5
Median 5.1 17.1 171 ar 6.6 79
75th Percentile 48 154 154 83 6.3 75
95th Percentile 39 148 148 81 6.0 70
# of Portfolios 45 45 45 45 45 kit
Total Fund ex Privates 47  (78) 155  (75) 155  (75) 72 (%9) 55  (99) 74 (81)
60% MSCI ACWI IMI Net/40% Barclays Global 56 (34) 184 (22 184 22) 8.1 (35) 6.1 (92} 65 (99
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Asset Class Performance Summary (Net)

Market Value % of QTD
(8) Portfolio (%)

DPFP 2,074,105,877 100.0 2.2 1.6 4.9 0.8 33 5.9 Jun-96
Policy Index 54 15.7 81 7.7 85 - Jun-96
Allocation Index 34 1.5 74 74 7.8 7.3 Jun-96
Total Fund Ex Private Markets 47 155 7.2 55 7.4 56 Jun-96
60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index 56 184 9.1 6.1 6.5 6.2 Jun-96

Global Equity 515,138,013 24.8 8.7 28.3 141 9.6 10.0 6.9 Jul-06
MSCI ACWI IMI Net USD 9.0 264 21 83 89 6.5 Jul-06

Emerging Markets Equity 53,160,484 2.6 10.0 17.9 = = = 2.9 Jan-18
MSCI Emerging Market IMI Net 6 7.7 1.0 53 36 0.0 Jan-18

Private Equity 292,794,990 1441 -1.4 23.5 -3.8 -6.8 -1.0 0.8 Oct-05
Cambridge Associates US All PE (1Qtr Lag) 13 80 142 14 4.1 127 Oct-05

Cash Equivalents 91,181,180 4.4 0.5 2.4 1.7 - - 1.5 Apr-15
91 Day T-Bills 04 21 16 11 0.6 11 Apr-15

Short Term Core Bonds 263,096,788 127 0.6 4.3 == == = 2.5 Jun-17
BBgBarc US Treasury 1-3 Yr TR 05 36 19 14 12 20 Jun-17

Investment Grade Bonds 36,718,202 18 0.0 = = = == 0.0 Oct-19
BBgBarc US Aggregate TR 02 87 4.0 30 37 02 Oct-19

Global Bonds 69,661,567 3.4 4.0 9.3 5.4 2.7 = 3.0 Dec-10
BBgBarc Global Aggregate TR 05 6.8 43 23 25 21 Dec-10

Bank Loans 81,261,689 3.9 0.9 6.9 4.3 4.5 = 41 Jan-14
S&P/LSTA Leveraged Loan 17 86 43 44 -- 4.0 Jan-14

High Yield Bonds 86,038,276 4.1 2.7 9.1 5.6 4.6 = 6.2 Dec-10
BBgBarc Global High Yield TR 35 126 6.0 58 7.3 6.5 Dec-10

Emerging Markets Debt 21,184,707 1.0 31 10.6 6.2 5.2 = 3.8 Dec-10
50% JPM EMBI/50% JPM GBI-EM 35 14.3 6.9 46 - 38 Dec-10

Private Debt 8,948,111 0.4 0.2 2.5 -3.7 = = -1.9 Jan-16
Barclays Global High Yield +2% 4.0 14.8 82 7.9 -- 102 Jan-16

]
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Asset Class Performance Summary (Net)

Market Value % of QTD

($) Portfolio (%)
Real Estate 373,841,107 18.1 -0.1 0.2 34 -6.0 -3.5 3.7 Mar-85
NCREIF Property (1-quarter lagged) 14 6.2 6.8 86 98 80 Mar-85
Natural Resources 126,859,018 6.1 -1.8 3.6 -2.6 1.1 = 3.7 Dec-10
NCREIF Farmland Total Return Index 1Q Lag 10 53 6.1 7.9 1.0 7z Dec-10
Infrastructure 54,221,745 2.6 -2.9 -5.6 15.0 6.6 = 6.1 Jul-12
S&P Global Infrastructure TR USD 51 27.0 1.3 6.6 7.7 9.0 Jul-12

! Please see the Appendix for composition of the Custom Benchmarks. 2 As of 12/31/2019, the Safety Reserve exposure was approximately $354.3 million (17%). 3 All private market data is one quarter lagged,
unless otherwise noted. 4 Huff Alternative Fund 6/30/2019 valuation used.
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Trailing Net Performance

Market Value % of % of

($) Portfolio Sector
DPFP 2,074,105,877 100.0 - 2.2 1.6 4.9 0.8 3.3 5.9 Jun-96
Policy Index 54 15.7 81 7.7 85 - Jun-96
Allocation Index 34 n5 74 74 78 73 Jun-96
Total Fund Ex Private Markets 47 154 72 55 74 56 Jun-96
60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index 56 184 91 6.1 6.5 6.2 Jun-96
InvestorForce Public DB $1-5B Net Rank 99 99 99 929 99 81 Jun-96
Total Equity 861,093,488 415 41.5 5.1 26.0 4.0 2.6 = 5.5 Dec-10
MSCI ACWI IMI Net USD 9.0 264 121 83 89 83 Dec-10
Public Equity 568,298,497 274 66.0 8.8 27.2 13.7 9.4 9.9 6.8 Jul-06
MSCI ACWI IMI Net USD 9.0 264 121 83 89 6.5 Jul-06
eV All Global Equity Net Rank 46 44 31 33 37 39 Jul-06
Global Equity 515,138,013 24.8 90.6 8.7 28.3 14.1 9.6 10.0 6.9 Jul-06
MSCI ACWI IMI Net USD 9.0 264 121 83 89 6.5 Jul-06
eV All Global Equity Net Rank 49 38 29 30 35 37 Jul-06
Boston Partners Global Equity Fund 127,967,394 6.2 24.8 71 19.6 - - -- 5.6 Jul-17
MSCI World Net 86 277 126 87 9.5 10.7 Jul-17
eV Global Large Cap Value Eq Net Rank 77 83 - - - 76 Jul-17
Manulife Global Equity Strategy 129,297,700 6.2 251 7.0 304 - - - 9.2 Jul-17
MSCI ACWI Net 9.0 26.6 124 84 88 102 Jul-17
eV Global Large Cap Value Eq Net Rank 78 1 - - - 14 Jul-17

'60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index composed of 60% MSCI ACWI (Net)/ 40% Barclays Global Aggregate in periods before 2/1/1997.

e,
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Market Value % of % of

(8) Portfolio Sector
Invesco (fka OFI) Global Equity 129,905,674 6.3 25.2 126 320 16.1 10.6 10.8 6.8 Oct-07
MSCI ACWI Net 2.0 26.6 124 84 88 48 Oct-07
eV Global Large Cap Growth Eq Net Rank 10 64 85 68 65 53 Oct-07
Walter Scott Global Equity Fund 127,967,245 6.2 248 81 305 17.0 1.5 10.5 104 Dec-09
MSCI ACWI Net 9.0 26.6 124 84 88 89 Dec-09
eV Global Large Cap Growth Eq Net Rank 79 83 69 37 71 74 Dec-09
Emerging Markets Equity 53,160,484 2.6 9.4 10.0 17.9 = = = 2.9 Jan-18
MSCI Emerging Market IMI Net 16 17.7 1.0 53 36 0.0 Jan-18
eV Emg Mkts Equity Net Rank 72 63 - - - 15 Jan-18
RBC Emerging Markets Equity 53,160,484 2.6 100.0 10.0 17.9 - - - 29 Jan-18
MSCI Emerging Market IMI Net 16 7.7 1.0 53 36 0.0 Jan-18
eV Emg Mkts Equity Net Rank 72 63 - - - 15 Jan-18
Private Equity 292,794,990 14.1 34.0 -1.4 235 -3.8 -6.8 -1.0 0.8 Oct-05
Cambridge Associates US All PE (1 Qtr Lag) 13 80 142 14 14.1 127 Oct-05
Total Fixed Income and Cash 658,090,519 31.7 31.7 1.3 5.7 3.1 2.7 5.9 5.2 Jul-06
BBgBarc Multiverse TR 0.6 71 44 25 27 39 Jul-06
eV All Global Fixed Inc Net Rank 59 88 92 68 20 36 Jul-06
Cash Equivalents 91,181,180 4.4 13.9 0.5 2.4 1.7 - - 1.5 Apr-15
91 Day T-Bills 04 21 16 11 0.6 11 Apr-15

! All Private Equity market values are one quarter lagged unless otherwise noted.
2Huff Alternative Fund 6/30/2019 valuation used.

e, |
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Market Value % of % of

(8) Portfolio Sector
Public Fixed Income 557,961,228 26.9 84.8 14 6.2 5.2 4.1 = 5.2 Dec-10
BBgBarc Multiverse TR 0.6 7.1 44 25 27 23 Dec-10
eV All Global Fixed Inc Net Rank 57 86 40 38 - 23 Dec-10
Short Term Core Bonds 263,096,788 12.7 47.2 0.6 4.3 = = = 2.5 Jun-17
BBgBarc US Treasury 1-3 Yr TR 05 36 19 14 12 20 Jun-17
IR&M 1-3 Year Strategy 263,096,788 127 100.0 0.6 4.3 - -- - 25 Jul-17
BBgBarc US Govt/Credit 1-3 Yr. TR 0.6 4.0 21 17 15 23 Jul-17
eV US Short Duration Fixed Inc Net Rank 34 54 - - - 43 Jul-17
Investment Grade Bonds 36,718,202 1.8 6.6 0.0 = = = = 0.0 Oct-19
BBgBarc US Aggregate TR 02 87 4.0 30 37 02 Oct-19
Vanguard Total Bond Market Index Inst 36,718,202 18 100.0 0.0 - - - - 0.0 Oct-19
BBgBarc US Aggregate Float Adjusted TR o1 89 41 31 38 0.1 Oct-19
Global Bonds 69,661,567 34 12.5 4.0 9.3 54 2.7 = 3.0 Dec-10
BBgBarc Global Aggregate TR 05 6.8 43 23 25 21 Dec-10
eV All Global Fixed Inc Net Rank 10 53 34 68 - 61 Dec-10
Brandywine Global Fixed Income 69,661,567 34 100.0 4.0 9.3 54 24 4.7 47 Oct-04
BBgBarc Global Aggregate TR 05 6.8 43 23 25 36 Oct-04
eV All Global Fixed Inc Net Rank 10 53 34 72 39 44 Oct-04

e, |
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Market Value % of % of

(8) Portfolio Sector
Bank Loans 81,261,689 3.9 14.6 0.9 6.9 4.3 4.5 = 4.1 Jan-14
S&P/LSTA Leveraged Loan 17 86 43 44 - 4.0 Jan-14
eV US Float-Rate Bank Loan Fixed Inc Net Rank 92 84 20 34 - 17 Jan-14
Loomis Sayles Senior Rate and Fixed Income 39,807,214 1.9 49.0 0.4 53 3.9 4.2 -- 39 Jan-14
S&P/LSTA Leveraged Loan 17 86 43 44 — 4.0 Jan-14
eV US Float-Rate Bank Loan Fixed Inc Net Rank 99 92 60 48 - 42 Jan-14
Pacific Asset Management Corporate (Bank) Loans 41,454,475 20 51.0 15 87 - - - 4.6 Aug-17
Credit Suisse Leveraged Loan 17 82 45 45 - 44 Aug-17
eV US Float-Rate Bank Loan Fixed Inc Net Rank 69 22 - - - 15 Aug-17
High Yield Bonds 86,038,276 4.1 15.4 27 9.1 5.6 4.6 = 6.2 Dec-10
BBgBarc Global High Yield TR 35 126 6.0 58 7.3 6.5 Dec-10
eV Global High Yield Fixed Inc Net Rank 54 99 74 89 - 55 Dec-10
Loomis Sayles High Yield Fund 86,038,276 41 100.0 27 9.1 57 49 76 9.0 Oct-98
BBgBarc Global High Yield TR 35 126 6.0 58 7.3 82 Oct-98
eV Global High Yield Fixed Inc Net Rank 54 99 73 72 24 22 Oct-98
Emerging Markets Debt 21,184,707 10 3.8 31 10.6 6.2 5.2 = 3.8 Dec-10
50% JPM EMBI/50% JPM GBI-EM 35 14.3 6.9 46 - 38 Dec-10
eV All Emg Mkts Fixed Inc Net Rank 55 91 61 53 - 58 Dec-10
Ashmore EM Blended Debt 21,184,707 1.0 100.0 31 10.6 - - - 28 Dec-17
Ashmore Blended Debt Benchmark 31 122 6.2 43 43 39 Dec-17
eV All Emg Mkts Fixed Inc Net Rank 55 91 - - - 75 Dec-17

e, |
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Market Value % of % of

(8) Portfolio Sector
Private Debt 8,948,111 0.4 14 0.2 2.5 -3.7 = = -1.9 Jan-16
Barclays Global High Yield +2% 4.0 148 82 7.9 - 102 Jan-16
Total Real Assets 554,921,870 26.8 26.8 -0.8 0.5 4.7 -2.9 = -1.9 Dec-10
Total Real Assets Policy Index 12 58 6.4 82 104 1.0 Dec-10
Real Estate 373,841,107 18.0 67.4 -0.1 0.2 34 -6.0 -3.5 37 Mar-85
NCREIF Property (1-quarter lagged) 14 62 6.8 86 98 80 Mar-85
Natural Resources 126,859,018 6.1 229 -1.8 3.6 -2.6 11 = 3.7 Dec-10
NCREIF Farmland Total Return Index 1Q Lag 10 53 6.1 7.9 1.0 nz Dec-10
Infrastructure 54,221,745 2.6 9.8 -2.9 -5.6 15.0 6.6 = 6.1 Jul-12
S&P Global Infrastructure TR USD 51 27.0 13 6.6 7.7 9.0 Jul-12

T All Private Market market values are one quarter lagged unless otherwise noted.
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M EKETA Dallas Police & Fire Pension System

DPFP | As of December 31, 2019

Benchmark History

As of December 31, 2019

DPFP
DPFP Policy Benchmark is based upon the asset class target weight multiplied by its respective benchmark for every period and was updated when
benchmark or asset allocation targets changed. The most recent Policy Benchmark changes are shown below.

1/1/2019 Present
50% JPM EMBI/50% JPM GBI-EM / 5% NCREIF Farmland Total Return Index 1Q Lag / 5% NCREIF Property (I-quarter lagged) / 3% 91 Day T-Bills

40% MSCI ACWI Gross / 10% MSCI Emerging Markets Gross / 5% Private Equity Custom Benchmark / 12% BBgBarc US Treasury 1-3 Yr TR / 4%
10/1/2018 12/31/2018 BBgBarc Global Aggregate TR / 4% BBgBarc Global High Yield TR / 4% S&P/LSTA Leveraged Loan / 4% BBgBarc US Aggregate TR / 4% 50% JPM
EMBI/50% JPM GBI-EM / 5% Natural Resources Benchmark (Linked) / 5% NCREIF Property Index / 3% 91 Day T-Bills

20% MSCI ACWI Gross / 5% MSCI Emerging Markets Gross / 5% Private Equity Custom Benchmark / 2% BBgBarc US Treasury 1-3 Yr TR / 3%
BBgBarc Global Aggregate TR / 5% BBgBarc Global High Yield TR / 6% S&P/LSTA Leveraged Loan / 6% HFRI RV: FI (50/50-ABS/Corp) / 6% 50%

4112016 9/30/2018 JPM EMBI/50% JPM GBI-EM / 5% Barclays Global High Yield +2% / 5% 60% MSCI ACWI/40% Barclays Global Agg / 3% 60% MSCI ACWI/40%
Barclays Global Agg / 2% HFRX Absolute Return Index / 5% Natural Resources Benchmark (Linked) / 5% S&P Global Infrastructure TR USD / 12%
NCREIF Property Index / 3% CPI + 5% (Seasonally Adjusted) / 2% 91 Day T-Bills

15% MSCI ACWI / 15% S&P 500 + 2% / 10% Total Global Natural Resources Custom Benchmark / 15% BBgBarc Global Aggregate TR/ 20% CPI + 5%
(Seasonally Adjusted) / 10% CPI + 5% (Seasonally Adjusted) / 15% NCREIF Property Index

15% MSCI ACWI / 15% Private Markets / 10% Total Global Natural Resources Custom Benchmark / 15% BBgBarc Global Aggregate TR / 20% CPI +
5% (Seasonally Adjusted) / 10% Infrastructure / 15% Real Estate

4/1/2014 3/31/2016

1/1/2014 3/31/2014

Ashmore EM Blended Debt
12/1/2017 Present 50% JP Morgan EMBI Global Diversified / 25% JPM ELMI+ TR USD / 25% JP Morgan GBI EM Global Diversified TR USD

Total Real Assets
12/31/2010 Present 50% NCREIF Property (1-quarter lagged) / 50% NCREIF Farmland Total Return Index 1Q Lag

e, |
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Disclaimer, Glossary, and Notes
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_M_ EKETA Disclaimer, Glossary, and Notes

WE HAVE PREPARED THIS REPORT (THIS “REPORT") FOR THE SOLE BENEFIT OF THE INTENDED RECIPIENT (THE “RECIPIENT").

SIGNIFICANT EVENTS MAY OCCUR (OR HAVE OCCURRED) AFTER THE DATE OF THIS REPORT AND THAT IT IS NOT OUR FUNCTION OR
RESPONSIBILITY TO UPDATE THIS REPORT. ANY OPINIONS OR RECOMMENDATIONS PRESENTED HEREIN REPRESENT OUR GOOD FAITH VIEWS
AS OF THE DATE OF THIS REPORT AND ARE SUBJECT TO CHANGE AT ANY TIME. ALL INVESTMENTS INVOLVE RISK. THERE CAN BE NO
GUARANTEE THAT THE STRATEGIES, TACTICS, AND METHODS DISCUSSED HERE WILL BE SUCCESSFUL.

INFORMATION USED TO PREPARE THIS REPORT WAS OBTAINED FROM INVESTMENT MANAGERS, CUSTODIANS, AND OTHER EXTERNAL
SOURCES. WHILE WE HAVE EXERCISED REASONABLE CARE IN PREPARING THIS REPORT, WE CANNOT GUARANTEE THE ACCURACY OF ALL
SOURCE INFORMATION CONTAINED HEREIN.

CERTAIN INFORMATION CONTAINED IN THIS REPORT MAY CONSTITUTE “FORWARD - LOOKING STATEMENTS,” WHICH CAN BE IDENTIFIED BY THE
USE OF TERMINOLOGY SUCH AS "MAY,” “WILL," “SHOULD,” "EXPECT,” "AIM", “ANTICIPATE,” “TARGET,” "“PROJECT,” “ESTIMATE," “INTEND,
“CONTINUE" OR “BELIEVE,” OR THE NEGATIVES THEREOF OR OTHER VARIATIONS THEREON OR COMPARABLE TERMINOLOGY. ANY
FORWARD-LOOKING STATEMENTS, FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS IN THIS PRESENTATION ARE BASED UPON CURRENT
ASSUMPTIONS. CHANGES TO ANY ASSUMPTIONS MAY HAVE A MATERIAL IMPACT ON FORWARD - LOOKING STATEMENTS, FORECASTS,
PROJECTIONS, VALUATIONS, OR RESULTS. ACTUAL RESULTS MAY THEREFORE BE MATERIALLY DIFFERENT FROM ANY FORECASTS,
PROJECTIONS, VALUATIONS, OR RESULTS IN THIS PRESENTATION.

PERFORMANCE DATA CONTAINED HEREIN REPRESENT PAST PERFORMANCE. PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS.

|
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Credit Risk: Refers to the risk that the issuer of a fixed income security may default (i.e, the issuer will be unable to make timely principal and/or interest payments on the security.)

Duration: Measure of the sensitivity of the price of a bond to a change in its yield to maturity. Duration summarizes, in a single number, the characteristics that cause bond prices to
change in response to a change in interest rates. For example, the price of a bond with a duration of three years will rise by approximately 3% for each 1% decrease in its yield to maturity.
Conversely, the price will decrease 3% for each 1% increase in the bond's yield. Price changes for two different bonds can be compared using duration. A bond with a duration of six years
will exhibit twice the percentage price change of a bond with a three-year duration. The actual calculation of a bond's duration is somewhat complicated, but the idea behind the calculation
is straightforward. The first step is to measure the time interval until receipt for each cash flow (coupon and principal payments) from a bond. The second step is to compute a weighted
average of these time intervals. Each time interval is measured by the present value of that cash flow. This weighted average is the duration of the bond measured in years.

Information Ratio: This statistic is a measure of the consistency of a portfolio’s performance relative to a benchmark. It is calculated by subtracting the benchmark return from the
portfolio return (excess return), and dividing the resulting excess return by the standard deviation (volatility) of this excess return. A positive information ratio indicates outperformance
versus the benchmark, and the higher the information ratio, the more consistent the outperformance.

Jensen's Alpha: A measure of the average return of a portfolio or investment in excess of what is predicted by its beta or “market” risk. Portfolio Return- [Risk Free Rate+Beta*(market
return-Risk Free Rate)].

Market Capitalization: For a firm, market capitalization is the total market value of outstanding common stock. For a portfolio, market capitalization is the sum of the capitalization of each
company weighted by the ratio of holdings in that company to total portfolio holdings; thus it is a weighted-average capitalization. Meketa Investment Group considers the largest 65% of
the broad domestic equity market as large capitalization, the next 25% of the market as medium capitalization, and the smallest 10% of stocks as small capitalization.

Market Weighted: Stocks in many indices are weighted based on the total market capitalization of the issue. Thus, the individual returns of higher market-capitalization issues will more
heavily influence an index’s return than the returns of the smaller market-capitalization issues in the index.

Maturity: The date on which a loan, bond, mortgage, or other debt/security becomes due and is to be paid off.

Prepayment Risk: The risk that prepayments will increase (homeowners will prepay all or part of their mortgage) when mortgage interest rates decline; hence, investors' monies will be
returned to them in a lower interest rate environment. Also, the risk that prepayments will slow down when mortgage interest rates rise; hence, investors will not have as much money as
previously anticipated in a higher interest rate environment. A prepayment is any payment in excess of the scheduled mortgage payment.

Price-Book Value (P/B) Ratio: The current market price of a stock divided by its book value per share. Meketa Investment Group calculates P/B as the current price divided by Compustat's
quarterly common equity. Common equity includes common stock, capital surplus, retained earnings, and treasury stock adjusted for both common and nonredeemable preferred stock.
Similar to high P/E stocks, stocks with high P/B's tend to be riskier investments.

|
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Price-Earnings (P/E) Ratio: A stock's market price divided by its current or estimated future earnings. Lower P/E ratios often characterize stocks in low growth or mature industries,
stocks in groups that have fallen out of favor, or stocks of established blue chip companies with long records of stable earnings and reqular dividends. Sometimes a company that has
good fundamentals may be viewed unfavorably by the market if it is an industry that is temporarily out of favor. Or a business may have experienced financial problems causing investors
to be skeptical about is future. Either of these situations would result in lower relative P/E ratios. Some stocks exhibit above-average sales and earnings growth or expectations for above
average growth. Consequently, investors are willing to pay more for these companies' earnings, which results in elevated P/E ratios. In other words, investors will pay more for shares of
companies whose profits, in their opinion, are expected to increase faster than average. Because future events are in no way assured, high P/E stocks tend to be riskier and more volatile
investments. Meketa Investment Group calculates P/E as the current price divided by the I/B/E/S consensus of twelve-month forecast earnings per share.

Quality Rating: The rank assigned a security by such rating services as Fitch, Moody's, and Standard & Poor's. The rating may be determined by such factors as (1) the likelihood of
fulfillment of dividend, income, and principal payment of obligations; (2) the nature and provisions of the issue; and (3) the security's relative position in the event of liquidation of the
company. Bonds assigned the top four grades (AAA, AA, A, BBB) are considered investment grade because they are eligible bank investments as determined by the controller of the
currency.

Sharpe Ratio: A commonly used measure of risk-adjusted return. It is calculated by subtracting the risk free return (usually three-month Treasury bill) from the portfolio return and
dividing the resulting excess return by the portfolio’s total risk level (standard deviation). The result is a measure of return per unit of total risk taken. The higher the Sharpe ratio, the
better the fund's historical risk adjusted performance.

STIF Account: Short-term investment fund at a custodian bank that invests in cash-equivalent instruments. It is generally used to safely invest the excess cash held by portfolio managers.

Standard Deviation: A measure of the total risk of an asset or a portfolio. Standard deviation measures the dispersion of a set of numbers around a central point (e.g, the average return).
If the standard deviation is small, the distribution is concentrated within a narrow range of values. For a normal distribution, about two thirds of the observations will fall within one standard
deviation of the mean, and 95% of the observations will fall within two standard deviations of the mean.

Style: The description of the type of approach and strategy utilized by an investment manager to manage funds. For example, the style for equities is determined by portfolio
characteristics such as price-to-book value, price-to-earnings ratio, and dividend yield. Equity styles include growth, value, and core.

Tracking Error: A divergence between the price behavior of a position or a portfolio and the price behavior of a benchmark, as defined by the difference in standard deviation.
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Yield to Maturity: The yield, or return, provided by a bond to its maturity date; determined by a mathematical process, usually requiring the use of a “basis book.” For example, a 5% bond
pays $5 a year interest on each $100 par value. To figure its current yield, divide $5 by $95—the market price of the bond—and you get 5.26%. Assume that the same bond is due to
mature in five years. On the maturity date, the issuer is pledged to pay $100 for the bond that can be bought now for $95. In other words, the bond is selling at a discount of 5% below par
value. To figure yield to maturity, a simple and approximate method is to divide 5% by the five years to maturity, which equals 1% pro rata yearly. Add that 1% to the 5.26% current yield,
and the yield to maturity is roughly 6.26%.

5% (discount) ~ 1% pro rata, plus
5 (yrs. to maturity) 5.26% (current yield)

= 6.26% (yield to maturity)

Yield to Worst: The lowest potential yield that can be received on a bond without the issuer actually defaulting. The yield to worst is calculated by making worst-case scenario assumptions
on the issue by calculating the returns that would be received if provisions, including prepayment, call, or sinking fund, are used by the issuer.

NCREIF Property Index (NPI): Measures unleveraged investment performance of a very large pool of individual commercial real estate properties acquired in the private market by
tax-exempt institutional investors for investment purposes only. The NPl index is capitalization-weighted for a quarterly time series composite total rate of return.

NCREIF Fund Index - Open End Diversified Core Equity (NFI-ODCE): Measures the investment performance of 28 open-end commingled funds pursuing a core investment strategy that
reflects funds' leverage and cash positions. The NFI-ODCE index is equal-weighted and is reported gross and net of fees for a quarterly time series composite total rate of return.

Sources: Investment Terminology, International Foundation of Employee Benefit Plans, 1999.
The Handbook of Fixed Income Securities, Fabozzi, Frank J., 1991

The Russell Indices, TM, SM are trademarks/service marks of the Frank Russell Company.
Throughout this report, numbers may not sum due to rounding.
Returns for periods greater than one year are annualized throughout this report.

Values shown are in millions of dollars, unless noted otherwise.

e
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M EKETA Dallas Police & Fire Pension System

Private Markets Review | As of September 30, 2019

Private Market Investments as of September 30, 2019

Market Value Allocation by Asset Class

Private Equity
$319,332,830
362 %

Real Estate
S£3798M 905
431%

Infrastructure
554447596
62 %

Agriculture
591079512
103%

Timber
S36BT9506
42 %

B sgricutture IO infrastructure [ Private Equity [ Real Estate [l Timber

1. Private Equity is composed of Private Equity and Private Debt
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M EKETA Dallas Police & Fire Pension System

Private Markets Review | As of September 30, 2019

Private Market Investments as of September 30, 2019
DPI and TVPI by Asset Class

B cr VPRI

1. Private Equity is composed of Private Equity and Private Debt
2. Private markets performance reflected is composed of active investments only
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Asset Class

Taotal Agriculture
Total Infrastructure
Total Private Equity
Total Real Estate
Total Timber

Total

Commitment
($)
74,420,001
97.000,000
414,034,369
964,623520
141,824,220

1,691,902,110

2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

Dallas Police & Fire Pension System

Private Markets Review | As of September 30, 2019

Private Market Investments Overview

Paid In Capital
()

74,420,001
Q2,757,053
444 27,476
953,073,999
141,824,220
1,707,246,749

1. Private Equity is composed of Private Equity and Private Debt

2. Private markets performance reflected is composed of active investments only

Distributions
($)

163842840
21,348,653
172,977,962
415,083,690
119,230,209
892,483,354

3. Commitment value is equal to paid in capital for direct investments made outside of a traditional limited

. ———, ]
Page 4 of 20
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Valuation

(s)

91,079,512
54,447,596
319,332,830
379,871,905
36,879,506
881,611,349

Total Value
(5)

254,922 352
75,796,249
492,310,792
794,955,596
156,109 7115
1,774,094,703

180,502,351
16,960,804
48,039 316
-159,018,404
14,285 495
66,847,954

1.00
096
1.07
099
1.00

220
023
0.39
0.44
084
0.52

343
082
m
083
110
1.04

1499
-3.80
174
-2.63
177
0.61
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Dallas Police & Fire Pension System

Active Funds with Unfunded Commitments Overview | As of September 30, 2019

Active Funds with Unfunded Commitments

A RE AT Vintage Vear Commitment Paid In Capitai_

(s) (s)
Infrastructure
TRG AIRRO 2008 37,000,000 37,038,332 3,289,100
TRG AIRRO 1l 2013 10,000,000 7133745 2453943
JPM Maritime Fund, LP 2009 50,000,000 48584975 1,365,941
Total Infrastructure 97,000,000 92,757,053 7,108,985
Private Equity
Huff Energy Fund LP 2006 100,000,000 98,932,684 19,979
Industry Wentures Partnership IV 2016 5,000,000 3,380,000 1,620,000
Lone Star Growth Capital 20086 165,000,000 26,560,000 2,240,000
Riverstone Credit Partners LP 2016 10,000,000 12,242,390 770,350
Yellowstone Capital 2008 5283254 5,112,307 170,947
Total Private Equity 136,283,254 146,227,381 4,921,276
Real Estate
Hearthstone MS Il Homebuilding Investors 1999 10,000,000 7,973,058 1,008,131
Hearthstone MS Ill Homebuilding Investors 2003 10,000,000 1221446 1,278,554
Total Real Estate 20,000,000 9,194,504 2,286,685
Total 253,283,254 248,178,938 14,316,946

1. Private markets performance reflected is composed of active investments only

2. The funds and figures above represent investments with unfunded capital commitments

3. Lone Star valuations as directed bv Dallas Police and Fire investment staff

e, |
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M EKETA Dallas Police & Fire Pension System

Private Equity and Debt | As of September 30, 2019

Private Equity and Debt Investme

Market Value Allo on by Strategy

Growth Equity
586454552
271%

Debt
56579678
30%

Buyout
532246031
101%

Venture Capital
$3,860,072
2%

Other/Diversified
S18T192 497
5686 %

I Buyout [0 pebt M Growth Equity I Other/Diversified [l Venture Capital

e - |
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M EKETA Dallas Police & Fire Pension System

Private Equity and Debt | As of September 30, 2019

Private Equity and Debt Investments as of September 30, 2019
DPI and TVPI by Strategy

BWOP T TVR

1. Private markets performance reflected is composed of active investments only
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M EKETA Dallas Police & Fire Pension System

Private Equity and Debt | As of September 30, 2019
Private Equity and Debt Investments Overview

Distributions Valuation Total Value Gain/Loss

Vintagel| Commitment Paid In Capital

Investment Name (3) (s) (s) (s) DPI TVRI
Buyout

Huff Alternative Fund 2000 65795 T8 78,818,394 5738676 32245031 89632747 10814353 18 073 14 160
Total Buyout 66,7958 78,818,354 57,386,716 32,246,031 89632747 10,814,353 118 073 114 160
Debt

Highland Crusader Fund 2003 50,955,397 50,953,397 63,168,765 1521980 64690745 13735348 100 124 127 418
Riverstone Credit Partners LP 2016 10,000,000 12,242 390 6,121,861 BOS7.698 14,179,559 1,937,169 122 050 16 9.27
Total Debt 60,955,397 63,197,787 69,290,626 9,579,678 T8870,304 15672517 104 110 125 441
Growth Equity

Hudson Clean Energy 2009 25,000,000 24,994,470 4732352 2834556 7566008 -17427562% 100 Q19 030 -1759
Lane Star CRA 2008 50,000,000 58,075,361 12928698 59,026,786 TI935484 13880123 e 022 124 746
Lone Star Growth Capital 2006 16,000,000 26,360,000 12,800,000 8,937,751 21737731 -4822249 166 048 082 -1042
Lone Star Opportunities v 201z 75,000,000 75,000,000 53,444 14148181 14,679,625 -60,320,375 100 001 020 -4588
Naorth Texas Opportunity Fund 2000 10,000,000 10,000,000 9,127,239 1507278 10,634,517 534 517 100 091 106 070
Total Growth Equity 176,000,000 194,629,831 40,119,733 86,454,552 126,574,285 -68,055,546 1N 021 0.65 -14.67
Other/Diversified

Huff Energy Fund LP 2006 100,000,000 98,932,684 4477304 187192497 191669891 92.?3?.20?'. 099 005 194 T.06
Yellowstone Capital 2008 5,283,254 512,307 1458572 i} 1458572 -3653735 097 029 029 -3245
Total Other/Diversified 105,283,254 104,044,991 5935966 187192497 193128463 89,083472 099 0.06 186 665
Venture Capital

Industry Ventures Partnership IV 2016 5,000,000 3,380,000 244921 3860072 4104993 724,993 068 007 121 1408
Total Venture Capital 5,000,000 3,380,000 244,921 3860072 4104993 724993 068 007 121 1408
Unclassified

Miscellaneous Private Equity Expenses 2016 200,473

Total Unclassified _ 200473 :

Total 414,034,369 4442476 172,977,962 319,332,830 492,310,792 48,039,316 107 039 11 174

1. Private Markets performance reflected is composed of active investments only.
2. Lone Star valuations directed by Dallas Police and Fire investment staff.
3.Current quarter valuation for Huff Alternative Fund not yet available. 6/30/2019 valuation shown.

|
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M EKETA Dallas Police & Fire Pension System

Real Estate | As of September 30, 2019

Real Estate Investments as of September 30, 2019

Market Value Allocation by Strategy

Other/Diversified
535043215
92.3%
Real Estate Value Real Estate Core
S0 520439190
00% T7%

B cther/Diversified [ Real Estate Core [l Real Estate Value

1. Other/Diversified is composed of direct real estate investments made by the fund

— |
MEKETA INVESTMENT GROUP Page 9 of 20

104



2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

M EKETA Dallas Police & Fire Pension System

Real Estate | As of September 30, 2019

Real Estate Investments as of September 30, 2019

DPI and TVPI Call Ratio by Strategy

| DR
1. Other/Diversified is composed of direct real estate investments made by the fund
2. Private markets performance reflected is composed of active investments only
LR —————————————————————
MEKETA INVESTMENT GROUP Page 10 of 20
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M EKETA Dallas Police & Fire Pension System

Real Estate | As of September 30, 2019

Real Estate Investments Overview

Commitment P;:u!d D Distributions Valuation Total Value
Investment Name o Capital ( o
(%) (3) () (5)
($)
Total Other/Diversified 905,231,636 905,231,636 369,726,981 350,432 715 720,159,697 -185,071939 100 041 080 -32
Real Estate Core
Total Real Estate Core 39,391884 39,391,884 29,477,265 29,439,190 58,916,455 19,524571F 100 075 150 591
Real Estate Value
Total Real Estate Value 20,000,000 2194504 15,206,576 0 15,206,576 6,012072)] 046 165 165 2593
Total 064,623,520 953,973,999 415,083,690 379,871,905 794,955596 -159,018404 0.99 0.44 0.83 -2.63

1. Private markets performance reflected is composed of active investments only
2. Commitment value is equal to paid in capital for direct investments made outside of a traditional Limited Partnership fund structure

I ]
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M EKETA Dallas Police & Fire Pension System

Natural Resources | As of September 30, 2019

Natural Resources Investments as of September 30, 2019

Market Value Allocation by Asset Class

Agriculture
591079512
7.2 %

Timber
$36,879,506
288%

Il Aqgriculture [ Timber

— |
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M EKETA Dallas Police & Fire Pension System

Natural Resources | As of September 30, 2019

Natural Resource Investments as of September 30, 2019
DPI and TVPI by Strategy

40

335

30

25

& &

® WOPI W TVPI

1. Agriculture 'Other/Diversified' is composed of permanent and row crops exposure.
2.Timber 'Other/Diversified' is composed of domestic and global timber exposure.
3. Private markets performance reflected is composed of active investments only

T, , e |
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Investment Name

Agriculture

Hancock Agricultural

Total Agriculture

Timber

BTG Pactual

Forest Investment Associates
Total Timber

Total

2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

Commitment

Vintage

($)

Year

1998 74,420,001
74,420,001

2006 81,985,533
1992 59,649,696
141,635,229

216,055,230

Paid In
Capital
©)

74,420,001
74,420,001

81,985,533
59,649,696
141,635,229
216,055,230

1. Private markets performance reflected is composed of active investments only
2. Commitment value is equal to paid in capital for direct investments made outside of a traditional limited partnership fund structure.

Distributions

($)

163,842,840
163,842,840

18,300,000
100,930,209
119,230,209

283,073,049

109

Dallas Police & Fire Pension System

Natural Resources | As of September 30, 2019

Natural Resource Investments Overview

Valuation

($)

91,079,512
91,079,512

28,400,042
8,479,464
36,879,506
127,959,018

Total Value

(s)
254,922,352 180,502,351
254,922,352 180,502,351
46,700,042 -35,474,482
109,409,673 49,759,977
156,109,715 14,285,496
411,032,067 194,787,847

1.00
1.00

1.00
1.00
1.00
1.00

2.20
2.20

0.22
1.69
0.84
1.31
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M EKETA Dallas Police & Fire Pension System

Infrastructure | As of September 30, 2019

Infrastructure Investments as of September 30, 2019

Market Value Allocation by Strategy

Other/Diversified Transpaortation
£2349:M160 530956427
431% 569 %

B Cther/Diversifiad T Transportation

1'Other/Diversified' is composed of various operating and developing infrastructure project exposure

— |
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M EKETA Dallas Police & Fire Pension System

Infrastructure | As of September 30, 2019

Infrastructure Investments as of September 30, 2019

DPl and TVPI by Strategy

0.8—

0.6

0.4

02—

. L VPRI

1. Other/Diversified' is composed of various operating and developing infrastructure project exposure
2. Private markets performance reflected is composed of active investments only

MEKETA INVESTMENT GROUP Page 16 of 20
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M EKETA Dallas Police & Fire Pension System

Infrastructure | As of September 30, 2019

Infrastructure Investments Overview

Vintagefl Commitment Paid In Capital | Distributions Valuation Total Value Gain/Loss | Call

Investment Name () (3) (s) (s) Ratio DPI TVPI
Infrastructure

TRG AIRRO 2008 37,000,000 37038332 17873234 19310875 37184109 145777 100 048 100 006
TRG AIRRO 2m3 10,000,000 1133745 58,731 4180294 4239025 -2894,720 o7 001 059 -880
JPM Maritime Fund, LP 2009 50,000,000 48,584 975 3416,688 30,056,427 3437315  -14.21186! 097 007 0N -733
Total Infrastructure 97,000,000 92,757,053 21,348,653 54,447,596 75,796,249 -16960,804 096 0.23 082 -3.80

1. Private markets performance reflected is composed of active investments only

D |
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Private Markets Review

List of Completed Funds
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M EKETA Dallas Police & Fire Pension System

Private Markets Review | As of September 30, 2019

Total Real Assets Program

complatsa Romes Vear . Amount . Copltal  beFunded Fees Dlsiibutons VONSHOD TotalVale Gainfloss L gl IR
AEW Creative Holdings 2007 13,038,849 13,038 849 o 1] [+] o v] 13,038,849 0.00 0.00 Ni&
BTG U.S. Timbariand 2007 22230000 22,230,000 0 o 33063920 o 33065920 10,835,920 149 149 dB2%
CO¥ Multifamily | 2014 10359876 10,617,376 o o 10,025,434 o 10025434 =591,942 054 0,94 159
Clarion 1210 South Lamar c0td 10,500,000 1020489 Q o 13,214,065 o 13,214,065 3012576 130 130 1285
Clarion 4100 Harry Hines Land 2006 3088310 3,002,788 o o 3641945 o] 3541045 549158 118 e LEoR
Clarion Beat Lofts 20058 8.729.783 8730183 o o L3787 0 L3T.8IT -T.592.368 Q13 013 -30.76%
Clarion Bryan Street Lofts 2003 5.N2.048 502048 o 4] 4163659 o 4163659 -948.389 08 o8 223
Clarian Four Leal 20038 16,892.78T 18892767 o +] 373348 o 3733048 13,159,519 a.22 022 -39.89%
Hearthstone Dry Creek 20035 52,303.043 52303043 ] 4] 573059 Q BETA0S9 -43329.984 017 QI -3878%
Hearthstone Nampa 2006 1,666,284 1,666,284 o 4] 2,362 654 ] 2562654 2103630 022 022 =3190%
JB Margan Infrastructure Investments Fund 2007 ST000,000 37000000 0 -5658 4d 30230 Q 44 302131 7307789 120 120 2 dE%
LLB Realty Adusiors Beach Walk 2006 33013796 33013796 o o 35752690 o 25732690 3733894 in A 2198
L&B Realty Advisors KO Olina 2008 26,609,658 28,609,658 o] Q 30,529,136 ] 30,529,136 1919478 107 LOT LT
LEB Realty Advisors West Bay Villas 2007 srzan &maz.an o o 3 TB54B0 o 3785480 -4926.93 043 043 -B29E
LB Infrastructure Group Holdings, LLC (LBU) 2009 50,000,000 44346229 (1] 0 71852000 ] TTE92.000 33545 176 176 1277
Lone Star Fund 1 (US), LP 2000 20,000,000 19.827.576 o 4] 40, 700280 o 40,701.250 20873674 205 203  3L68%
Lone Star Fund IV (US.], LP. 2001 20,000,000 19,045,866 o o 435898442 o 43898442 24852.576 230 230 3005
Lone Star Fund ¥ (US]), LP. 2008 22500000 22,278,229 o +] 20605895 o 20608895 1,669,334 093 093 L4
Lone Star Fund VI (LS., LP 2008 23,000,000 20,034,008 ] o N2 eed Q Ti2 e68 WET8.950 158 158  2L76%
Lone Star Real Estate Fund [US), LP 2008 25,000,000 20,743,759 o [+] 28403707 o 28403707 4,689,938 122 122 515%
Lone Star Real Estate Fund Il 20 25,000,000 22169907 +] o J2T85.3T o 2 Teeam 10,619 464 148 L4 2473
Lone Star Real Estate Fund Il 2014 23,000,000 23490784 o o 26638028 o 25638028 347244 13 L3 B20%
MG Real Estate Debt Fund II 2013 29.808.841 21523663 ] Q 17088107 Q 7,088,107 -4,435.556 are 079 -15.04%
MNTE 3a-3b e S0.000.000 23794565 o o 28185378 o SBIBE69TE 4352413 118 L& 16,03%
MTE Mokility Partners Holding. LLC (NTE) 2009 50,000,000 43,397,054 [+] [+] 108,690,000 o] 103,890,000 62492946 244 244 19.33%
Clympus [FHyphen Solutions 2007 Bag3sN 836,51 o o L4M8 0 o 1418149 SEL638 170 Lo 3961
PEF Housing IV 2006 134,015,869 134,015,889 o [+] 83,179,802 o B3, 79802 -50,836,087 062 062  -BddE
RREEF Morth American Infrastructure Fund 2007 S0000000 30000000 0 846289 55238755 o 55228735 4392450 LOG 10y 1259
Sungate 2008 6,451568 5,481568 o v] 308624 o oas24 8172944 005 008 -2230%
Tutson Loan 2014 4500000 4,500,000 o o 5082785 o 5082785 582785 113 113 5.75%
Total Completed Funds T99,597134 T37,700,320 0 840,631 791,922,000 0 791,922,000 53,381,049 1.07 1.07

D — |
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M EKETA Dallas Police & Fire Pension System

Private Markets Review | As of September 30, 2019

Private Equity & Debt Funds

Completed Funds :i':t:ng. :::?::m."t ::::Ii:l ::::::‘: "::::1 :T:::‘:;::: Valuation Total Value Gain/Loss R::Iﬂ ::: IRR
Ashmore Global Special Situations Fund I 2007 T0000.000 70,012,300 Q o 38,652,711 Q IR63I2TN  -30.359389 osT Q.57 -10a2%
BankCap Partners Fund | 2007 20,000,000 20,000,000 a o 24260956 o 24,960,985 4960985 125 125 258%
BankCap Partners Oopertunity Fund, LP 2012 20000000 19,387,052 Q o 18266454 o 18.266,454 -1A20.508 093 093 -360
COK Southern Cross 2008 1538,316 1835,316 [+} o o o 0 1535316 000 000 -2008%
Highland Crodit Qps 2008 35.348163 35348165 Q o 20904150 1] 29994190 -3.353873 0.Aa5 083 -206%
MM Capital Secter Perfarmance Fund 2008 ATI00000 44354248 0 1933378 35,792,545 o 38,792,545 -6,495,081 0BE 0B85  -40M
Huft Alternative income Fund 1994 40000000 40,000,000 o 2086Te G5 940,198 1] 66,940,198 24921522 159 159 1Az
Kalnos Capital Partrers, LP. 2013 35,000,000 30,336,015 a o 43,263,638 o 43,263,688 12947673 143 143 2476%
Lewine Leichtman Capital Partners IV 2008 50000000 38009085 Q o TE 6 TEN 4] TEHGTER 20507703 2.08 208  2012%
Levine Leichtman Capital Partners W, LP 2013 25,000,000 19181272 0 -4,405 24,506,336 o 24506336 5,320,469 128 128 I5.26%
Levine Leichtman Deep Value Fund 2008 THO00000  THO0O0000 0 nozséez B8.668224 [+] BEsaE 224 2062362 103 103 0T
Lewin Leichiman Private Capital Solutians I, LP. 2012 25,000,000 17961807 a 75 18651764 o 18691764 730,132 104 104 130%
Lone Star Fund IX (LS., LP. 2014 25,000,000 24 241467 Q o 23458730 1] 23459730 T T 097 Q87 -2t
Lone Star Fund Wil {US), LP 201 25000000 23.469.024 a o 41624566 o 41624 366 18,155,542 LT 177 AT54¢
Lone Star Fund VIRl (US), LP. 2013 25000000 225684537 a o 26,017,551 o 28017851 5453014 124 124 B26%
Mert Energy Parners E- 2004 T.0I8.930 To3052 Q -1 T41 975,776 o 14975776 T.546465 213 213 14.48%
Maerit Energy Partners F-1 2008 8,748 3426 BT49.2TE a 3800208 [+] 2801208 4,948,069 0.43 043 TSR
Merit Energy Partners G, LP 2008 39200000 39320050 Q o 26,756,651 o 2675665  -12563,399 068 06E  -9.96%
Merit Energy Partners H, LP 2010 10,000,000 1003308 a o B.ET0.4% 4] 887045 -3182,984 0.58 o&8  -1378%
Qaktree Fund IV 2001 30000000  30.000000 Q o 82,506,550 o B2.316.350 A2.316,580 165 163 2B.36%
Oaktree Loan Fund 2X 2007 80000000 S£0004628 a o S5 088,08 0 6504655 5082323 108 LOB 2243
Qaktree Power Fund Il 20m 30,000.000 16,167,147 Q ] 23639.95F o 2383955% 7672882 147 147 12.35%
Pharos Capital Co-investment, LLC 2007 20,000,000 20000000 a o 10,019.157 a 10,019187 0,980,843 050 080 -0.02
Pharos Capital Co-lrvestment, LP 2008 40000000 40,000,000 Q o ET438.2M o 74592 2razpam 169 LE% Bz
Pharos Capital Partners IL&, LP. 2008 20000000 20,080,306 a o 7. N5189 a 17,1810 -2, 368,107 088 088  -239%
Pharos Capital Partners Il LP 2012 50,000,000 28.397.038 0 -34.286 20,186,532 o 20196532 -B1a5.820 a7 am g
Total Completed Funds 864,150,757 781,363,199 o 14,917,109 905,993,874 0 905993874 109,713,566 114 114
]
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Discussion:

Staff

Recommendation:

2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

DISCUSSION SHEET
ITEM #C10

Investment Practices and Performance Review (SB 322)

Leandro Festino, Managing Principal - Meketa Investment Group
Aaron Lally, Principal - Meketa Investment Group

Senate Bill 322 modified Section 802.109 of the Texas Government Code to
require that a public retirement system shall select an independent firm to
evaluate the appropriateness, adequacy, and effectiveness of the retirement

system's investment practices and performance and to make recommendations
for improving the retirement system's investment policies, procedures, and
practices. The initial report specified by the bill must be submitted to the DPFP
Board no later than May 1, 2020 and to the Pension Review Board within 31
days of submission to the DPFP Board.

At the October 10, 2019 meeting, the Board approved hiring Meketa to conduct
the evaluation. Meketa has completed their evaluation and their report is
attached. Meketa will discuss their evaluation and recommendations.

Approve the report submitted by Meketa and authorize submission of the
report to the Texas Pension Review Board.

Regular Board Meeting — Thursday, March 12, 2020
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Investment Practices and Performance Evaluation

Background

e To assist Dallas Police and Fire Pension System (“DPFP") with the preparation and filing of the first
independent evaluation report required by Texas Government Code Section 802.109(a)(1-5), DPFP has
engaged Meketa Investment Group, Inc. (the “Consultant” or “Meketa”) to prepare and file with the Board a
report (the “Report”) that includes the topics required to be analyzed and/or reviewed by the Law

e This report was prepared in January and February 2020. Any references to current exposure, policies, or
procedures were accurate or applicable at that time and may not be the same or accurate in the future.

MEKETA INVESTMENT GROUP Page 2 of 66
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Disclosure Statement by Independent Firm
e Meketa is a corporation organized in the Commonwealth of Massachusetts and which is owned entirely by
its senior professionals. Meketa has no parent organization.

e Meketa does not have any affiliations with brokerage firms, nor any broker-dealer relationships. Meketa
does not receive soft dollars, finder fees, commissions, or third-party marketing fees. Meketa's line of
business is providing investment consulting and advisory services. Meketa works only for its clients.

o Effective April 16, 2018, Meketa entered into an agreement with DPFP to serve as its general investment
consultant (“Agreement”).

e Under the Agreement, Meketa receives its fees for the services it provides to DPFP from DPFP directly and
does not receive any fees other than those set forth in the Agreement.

e Meketa does not (directly or indirectly) manage DPFP's investments. Meketa's role is strictly limited to
non-discretionary advice.

s
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Qualifications

e Meketa is a full-service independent investment-consulting firm.

e Meketa has been providing consulting services for over four decades (since 1978) and currently consults
on over $14 trillion for over 200 institutional clients.

e Meketa has over 198 full-time employees and operates out of seven offices.

e Investment professionals at Meketa average 11 years with the firm and 21 years of investment experience.
Meketa currently has 40 CFA Charter holders and 24 CAIA Charter holders.

e Meketa's mission is to provide the highest quality investment advisory services. Meketa aims to utilize, and
continuously hone, the best practices that have been developed over its 40-year plus history. Meketa seeks
to be a thought leader by evaluating investment industry information with healthy skepticism and
performing value-added original research.

s
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Scope

e Sec.802.109. INVESTMENT PRACTICES AND PERFORMANCE REPORTS.

e (a) Except as provided by Subsection (e) and subject to Subsections (c) and (k), a public retirement
system shall select an independent firm with substantial experience in evaluating institutional
investment practices and performance to evaluate the appropriateness, adequacy, and effectiveness of
the retirement system's investment practices and performance and to make recommendations for
improving the retirement system's investment policies, procedures, and practices.

e Each evaluation must include:

(1) an analysis of any investment policy or strategic investment plan adopted by the retirement
system and the retirement system's compliance with that policy or plan;

(2) a detailed review of the retirement system's investment asset allocation, including:
(A) the process for determining target allocations;
(B) the expected risk and expected rate of return, categorized by asset class;

(C) the appropriateness of selection and valuation methodologies of alternative and
illiquid assets; and

(D) future cash flow and liquidity needs;

s EE————————
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Scope (continued)

(3) a review of the appropriateness of investment fees and commissions paid by the retirement
system;

(4) a review of the retirement system's governance processes related to investment activities,
including investment decision-making processes, delegation of investment authority, and
board investment expertise and education; and

(5) areview of the retirement system's investment manager selection and monitoring process.

s
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Section 802.109 - Subsection (a) 1

Law Requirement
Sec. 802.109, “an analysis of any investment policy or strategic investment plan adopted by the retirement
Subsection (a) 1 system and the retirement system's compliance with that policy or plan”

Criteria or Topic DPFP Status

Most Recent Investment Policy Statement e Started in December 2019. Minor changes were adopted in February 2020.

Review? e The Investment Policy Statement (the “IPS") was reviewed by DPFP Staff,
the Investment Advisory Committee (“IAC"), investment consultant, and the
Board.

e 4Q18

e Significant modifications were implemented after hiring a new Chief
Investment Officer and new investment consultant (Meketa).

Most Recent Significant Modifications?

e During 4Q18 the Board reviewed and discussed multiple rounds of edits
including red-lined versions.

e The IPS was formally adopted by the Board of Trustees on January 10, 2019.

e The IPS was submitted to the Texas Pension Review Board on January 14,
2019. It was further amended in March 2019 to include modest changes
regarding the IAC.
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Section 802.109 - Subsection (a) 1 (continued)

Criteria or Topic DPFP Status

Requirement for (at least) annual review? ® Yes
Compliance with annual review? ® Yes
Current IPS Structure? Section 1- Introduction and Purpose

Section 2 - Goals, Objectives, and Constraints

Section 3 - Ethics, Standards of Conduct, and Fiduciary Responsibility
Section 4 - Core Beliefs and Long-Term Acknowledgements
Section 5 - Roles and Responsibilities

Section 6 - Strategic Asset Allocation and Rebalancing

Section 7 - Investment Manager Search, Selection, and Monitoring
Section 8 - Risk Management

Section 9 - Approval and Effective Date

Appendix A - Asset Class Descriptions

Appendix B - Strategic Asset Allocation and Rebalancing Ranges
Appendix Bl - Asset Allocation Implementation Plan

Appendix C - Investment Consultant Reporting Requirements
Appendix D - Alternative Investments

e |
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Section 802.109 - Subsection (a) 1 (continued)

Consultant Analysis

e The IPS is well thought-out and in line (or better) than industry standards.

e |tis consistent with guidance from the CFA Institute.

e Roles and responsibilities of all key parties involved are clearly outlined (Board of Trustees, Investment Advisory
Committee, Executive Director, Investment Staff, Consultants, Investment Managers, Custodian).

e The document is written in “plain-English” and easy for a layperson to understand.

e There is no evidence of any known compliance violations with the IPS at this time (other than asset class range threshold
violations as the portfolio is undergoing a transition from a legacy allocation with substantial exposure to illiquid private
markets investments to a more traditional asset allocation profile).

e DPFP is not meeting most of its investment return objectives. (As noted above, and multiple times throughout this Report,
the portfolio is undergoing a multi-year transition period as it seeks to exit a number of legacy non-performing illiquid
investments made at a time when there were different Board of Trustees, Staff, and investment consultant).

e Itisour opinion that the Board of Trustees and Staff will be able to stay committed to the guidance detailed in the IPS during
a stressed or prolonged market scenario.

e Overall: The existing Investment Policy Statement appears appropriate, adequate, and effective in our opinion.

Recommendations

e The “Core Beliefs and Long Term Acknowledgments” is thoughtful and should be reviewed any time significant investment
changes are considered. It offers good guidance without being overly prescriptive or prohibitive.

e DPFP Staff and the Consultant should continue to conduct an annual review of the IPS.

e
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Section 802.109 - Subsection (a) 2

Law Requirement
Sec. 802.109, “a detailed review of the retirement system'’s investment asset allocation, including:
Subsection (a) 2 (A) the process for determining target allocations;

(B) the expected risk and expected rate of return, categorized by asset class;

(C) the appropriateness of selection and valuation methodologies of alternative and
illiquid assets; and

(D) future cash flow and liquidity needs”

e ]
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Section 802.109 - Subsection (a) 2.A

Criteria or Topic DPFP Status

Written policy for asset allocation e Yes, outlined in the IPS.
development?

Who has formal approval authority e Board of Trustees

of the strategic policy asset

allocation?

Frequency of review? e Accordingto the IPS, “a formal asset allocation study will be conducted as directed

by the Board, but at least every three years. Asset allocation targets will be
reviewed annually for reasonableness in relation to significant economic and
market changes or to changes in the investment objectives” (Section 6 Strategic
Asset Allocation and Rebalancing, Subsection A.2-3)

Tactical vs. Strategic? e Minimal tactical decisions have been implemented in the past two years.
e According to the IPS “the Strategic asset allocation determines the risk reward
profile of the portfolio and thus drives overall portfolio performance and volatility”

e
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Timeline of Most Recent Asset Allocation Review and Adoption

e DPFP's approach to asset allocation is detailed in Section 6 of its IPS.

e The most recent significant asset allocation review was conducted over the second half of 2018. A detailed review of the
timeline and process is listed below:

e March 2018 - During the hiring process, Meketa shared preliminary observations and recommendations on DPFP’s asset
allocation with a subcommittee of the Board of Trustees.

e April 2018 - Meketa presented additional thoughts to the full Board of Trustees during a Board meeting. The message
focused on preservation of capital, downside risk protection, and preliminary potential long term return expectations for
DPFP given its exposure to “legacy assets” as defined by Staff as illiquid investments made by the prior Board of Trustees
with minimal return expectations going forward.

e May 2018 - In the first Board meeting since being formally retained, Meketa presented the concept of a Safety Reservee.
A Safety Reservee® portfolio is a mix of high quality, low volatility, short duration fixed income instruments and cash. It was
established to meet ongoing expenses and benefit payments (for at least 2.5 years), ensuring that no other assets would
need to be sold at a potentially inopportune time/price during a market correction. It was recommended to DPFP because
of a combination of the following that limit DPFP's ability to rebound from a significant market correction: weak funded
status, negative net benefit payments per year of approximately 5-6%, and illiquid legacy assets comprising approximately
25% of the Fund, with potentially binary outcomes. Meketa recommended, and the Board and Staff agreed, to source the
proceeds for the Safety Reserve® from the termination of DPFP's global asset allocation (“GAA") asset class. This led to the
recommendation and termination of four strategies. The decision to terminate the GAA program and move the proceeds
into short-term core bonds was expected to reduce DPFP's standard deviation.

e August 2018 - DPFP Staff and Meketa conducted weekly conference calls and evaluated numerous potential asset allocation
mixes that incorporated the themes and goals outlined from discussions with the Board of Trustees earlier in the year.

s EEe————————
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Timeline of Most Recent Asset Allocation Review and Adoption (continued)

e September 2018 - Meketa presented a comprehensive asset allocation policy review and risk analysis to the Board of
Trustees. The report included Mean Variance Optimization analysis, probability testing, stress testing, historical market
testing, liability stress testing, Value at Risk analysis, liquidity analysis, and details on Meketa Investment Group's annual
asset class capital markets assumption development. The Board evaluated the tradeoffs of three different asset mixes
presented that each had varying degrees of exposure to private market assets.

e October 2018 - With feedback from the Board of Trustees, DPFP Staff and Meketa conducted additional analysis and
prepared a unified recommendation for the Board to consider. The recommendation was the product of numerous
discussions with DPFP Staff as well as the DPFP's actuary in regards to the projected future liabilities of DPFP. It included a
policy mix for adoption that had 15% target to private market investments (relative to the ~ 50% exposure at the time).
Other asset allocation mixes were shown for the Board to compare/contrast. The Board evaluated the expected impact on
total DPFP standard deviation, risk budgeting, liquidity, manager transitions required, expected costs, expected timeframe,
etc. With data from DPFP's actuary, Meketa conducted various stress tests to DPFP’'s short term returns and the potential
impact on future funded status. The Board evaluated different implementation plans and discussed the potential pros/cons
of four different approaches of rebalancing to target.

e November 2018 - Additional discussions ensued with DPFP Staff and Meketa on the recommended implementation plan.
Meketa presented an Implementation Plan to the Board of Trustees that focused on rebalancing to the new asset allocation
based on expected risk of underweight asset classes. As proceeds from the private markets are distributed to DPFP, the cash
would be redeployed into lower standard deviation asset classes first (up to target weight) then into higher standard deviation
asset classes. The Board had some reservations on emerging markets and recommended minor modifications to the plan.

e December 2018 - Meketa presented recommended asset class ranges and asset class benchmarks with corresponding
rationale. Staff presented a revised Investment Policy Statement that included the agreed upon new policy asset allocation
and implementation plan. The Board provided feedback to DPFP staff.

e January 2019 - The Board approved the new IPS inclusive of the asset allocation policy, ranges, benchmarks and

implementation plan. The implementation plan is detailed below for reference in Exhibit #1.

s
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Exhibit #1 — Asset Allocation Implementation Plan

Order of Reallocation

Allocate up to Target, then Proceed to the Next Asset Class

—_

Safety Reserve - Cash

Safety Reserve - Short-Term Investment Grade Bonds

Global Equity, only if current exposure is less than 22% of DPFP'

Emerging Market Equity, only if current exposure is less than 2.5% of DPFP:
Investment Grade Bonds

Global Bonds

Bank Loans

High Yield Bonds

O © N o o B~ W DN

Global Equity above 22%, contributions limited to 6% per year.

S

Emerging Markets Debt
1. Emerging Markets Equity above 2.5%, contributions limited to 2.5% per year
12. Private Real Estate (aggregate illiquid exposure must be under 20%)

13. Private Equity (aggregate illiquid exposure must be under 15%)

1 Global Equity target weight is 40%. If current exposure is more than 22% proceed to next asset class in the matrix. The reallocation framework is designed to maintain at least the mid-2018 exposure to
public equity, prior to increasing fixed-income exposure.

2 Emerging Market Equity Target weight is 10%. If current exposure is more than 2.5% proceed to next asset class in the matrix. The reallocation framework is designed to maintain at least the mid-2018
exposure to public equity, prior to increasing fixed-income exposure.

D ]
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Section 802.109 - Subsection (a) 2.B

Criteria or Topic DPFP Status

Active vs. Passive - Policy e According to the IPS (Section 4 Core Beliefs and Long-Term
Acknowledgements, Subsection C):

“I. The opportunity for active manager risk-adjusted outperformance (alpha) is not
uniformly distributed across asset classes or Investment Managers’ strategies

2. Active strategies are preferred when there is strong conviction that they can be
expected to add alpha, net of fees

3. Passive strategies should be considered if alpha expectations are unattractive.”

Active vs. Passive -Implementation e DPFP has been 100% active over the recent history.

e DPFP recently funded its first passive mandate (on a temporary basis).

MEKETA INVESTMENT GROUP Page 17 of 66
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Section 802.109 - Subsection (a) 2.B (continued)

Criteria or Topic DPFP Status

Asset Class Return and Standard e DPFP uses capital markets assumptions developed by its Consultant.
Deviation Expectations Development

e A summary of Meketa's process is listed below.
e Meketa recommends its client use the 20 year projections.

— Each year Meketa Investment Group conducts an Asset Study to
attempt to forecast future expected returns, future expected risk
and correlation measures for over 65 asset classes and
sub-asset classes.

— The process relies on both quantitative and qualitative
methodologies.

— First, a large set of quantitative models are used to arrive at a set
of baseline expected ten-year annualized returns for major asset
classes.

— These models attempt to forecast a gross “beta” return for each
public market asset class; that is, it does not model “alpha,” nor
does it apply an estimate for management fees or other
operational expenses.

— The models are fundamentally based (based on theoretically
defined return relationship with current observable factors).

" our expectations are net of fees where passive management is not available (e.g., private markets and hedge funds).

e |
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Section 802.109 - Subsection (a) 2.B (continued)

Criteria or Topic DPFP Status

Asset Class Return and Standard — Some of the models are more predictive than others. For this
Deviation Expectations Development reason, a qualitative overlay is required, which takes the form of
(Continued) a data-driven deliberation among the research team at Meketa

and the Investment Policy Committee at Meketa.

— Return assumptions for hard-to-predict asset classes as well as
those with limited data are influenced more heavily by the
qualitative analysis.

— As a result of this process, ten-year annualized return
expectations are calculated, which serve as the foundation of the
longer-term, twenty-year expectations.

— The twenty-year annualized return expectations are formed by
systematically considering historical returns on an asset class by
asset class level. Qualitative assessments are made on the value
of the historical data and the confidence we have (or lack thereof)
that the historical average return is representative of future
returns

— Specifically, a weighted average of the ten-year expectations and
average historical returns in each asset class is calculated.

e |
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Section 802.109 - Subsection (a) 2.B (continued)

Criteria or Topic DPFP Status

Asset Class Return and Standard — The weights are determined by a qualitative assessment of the
Deviation Expectations Development value of the historical data. Generally, if there is little confidence
(Continued) that the historical average return is representative of what an

investor can expect,the weight of the ten-year forecast will be
greater. Therefore, the weight on the ten-year forecasts ranges
from 0.5 to 0.9.

— Volatility and correlation expectations are developed differently.
These assumptions rely primarily on historical averages, with an
emphasis given to the experience of the trailing ten years.

— Qualitative adjustments, when applied, usually serve to increase
the correlations and volatility over and above the historical
estimates (e.g., using the higher correlations usually observed
during a volatile market).

— Adjustments to volatility are made based on the historical
skewness of each asset class (e.g. increasing the volatility for an
asset class that has been negatively skewed).

— In the case of private markets and other illiquid asset classes
where historical volatility and correlations have been artificially
dampened, public market equivalents are used as a base for
estimates before applying any qualitative adjustments.

" For example, Meketa has less confidence in historical data that do not capture many possible market scenarios or that are overly polluted by survivorship bias.

., ]
MEKETA INVESTMENT GROUP Page 20 of 66

136



2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

M E K ETA Dallas Police and Fire Pension System
B

Investment Practices and Performance Evaluation

Section 802.109 - Subsection (a) 2.B (continued)

Criteria or Topic DPFP Status

Asset Class Return and Standard — These volatility and correlation expectations are then combined
Deviation Expectations Development with our twenty-year return expectations to assist us in
(Continued) subsequent asset allocation work, including mean-variance

optimization and scenario analyses.

e ]
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Exhibit #2 — Target Asset Allocation and Minimum/Maximum Weights

Target Weight Minimum Weight Maximum Weight
Strategic Target Asset Allocation’ (%) (%) (%)
Equities 55
Global Equity 40 22 48
Emerging Market Equity 10 25 12
Private Equity 5 N/Az N/Az
Safety Reserve and Fixed Income 35
Cash Equivalents 3 0 5]
Short-term Investment Grade Bonds 12 5 15
Investment Grade Bonds 4 2 6
High Yield Bonds 4 2 6
Bank Loans 4 2 6
Global Bonds 4 2 6
Emerging Market Bonds (50/50) 4 0 6
Real Assets 10
Private Real Estate 5 N/A: N/A:
Private Natural Resources 5 N/Az N/A:
Expected Return (20 years) 7.2
Expected Standard Deviation (20 years) 23

1 Expected return and standard deviation are based upon Meketa Investment Group’s 2020 Annual Asset Study. Throughout this document, returns for periods longer than one year are annualized.

“Private” is defined by all asset classes not traded on public exchange or broker to broker. Specifically: private equity, private debt, private real estate, private natural resources and private
infrastructure.

2 Rebalancing Ranges are not established for illiquid asset classes.

I ]
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Exhibit #3 - Capital Market Assumptions

20 Year Return 20 Year Standard Deviation
Expectations’ Expectations'
Asset Classes (%) (%)
Global Equity 78 17.0
Emerging Market Equity 9.1 24.0
Private Equity 9.4 26.0
Cash Equivalents 24 1.0
Short-term Investment Grade Bonds 2.6 1.0
Investment Grade Bonds 3.0 4.0
High Yield Bonds 52 1.0
Bank Loans 5.0 9.0
Global Bonds 2.4 8.0
Emerging Market Bonds 4.7 13.0
Real Estate 75 15.0
Natural Resources (Private) 8.8 21.0

1 Expected return and standard deviation are based upon Meketa Investment Group’s 2020 Annual Asset Study. Throughout this document, returns for periods longer than one year are annualized.
“Private” is defined by all asset classes not traded on public exchange or broker to broker. Specifically: private equity, private debt, private real estate, private natural resources and private
infrastructure.
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Section 802.109 - Subsection (a) 2.C

Criteria or Topic DPFP Status

Selection process e DPFP has not made a new alternative investment since July 2016.

e The most recent private market investment was a private equity fund of funds (Industry
Ventures, $5 mm commitment, July 2016).

e DPFP requires a 2/3 approval of the Board for any new investments in alternative assets.
DPFP does not plan to make any illiquid or alternative investments for the foreseeable future
as it works to rebalance its portfolio to the new policy asset allocation.

e We agree with this decision given the funded status, liquidity profile, and estimated net benefit
payments.

Valuation approach e |nnearly all cases, DPFP values its alternative investments based on fair value determinations
provided by audited financial statements and appraisals provided to DPFP from its alternative
investment managers.

e DPFP Staff has/will question managers' valuations if they feel it is warranted.

e For one private equity relationship, DPFP has engaged its own valuation firm to conduct
annual evaluations of DPFP's interests in the private equity funds because DPFP felt the
manager (and manager's independent auditor) were overstating the investment value.

Exposure to e The current exposure is high relative to industry averages.
.alternative e DPFP has a significantly lower target weight to illiquid investments (relative to current
investments exposure) and has been working hard over the past few years to reduce its exposure.

e The IPS outlines target weights to alternatives but does not put rebalancing ranges on illiquid
assets because such assets cannot be easily traded.

s
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Section 802.109 - Subsection (a) 2.D

Criteria or Topic DPFP Status

Annual expected
contributions

Tracking Actual
Contributions vs.
Hiring Plan

Annual contributions into the plan (both employee and City) are expected to average $224
million per year over the next five years (2020-2024), according to the floor established by
HB 3158 and the City Hiring Plan..

City contributions have a minimum floor through the end of 2024.

Employees contribute 13.5% of pay?

The Employer (City) contributes 34.5% of pay (excluding overtime pay) plus an additional
$13 million per year into DPFP through the end of 2024.

To be proactive DPFP has been tracking the computation pay relative to the city's hiring
plan because if hiring and pensionable compensation do not keep pace with projections less
contributions will go into DPFP starting in 2025 after the contribution floor is lifted.

DPFP Staff monitors progress and reports to the Board at each meeting.

Contributions based on pensionable compensation® have been 97% of the Hiring Plan
contributions estimate since the effective date of HB 3158 and on an improving trend (100%
YTD through November 2019 and 104% in the month of November 2019).

This has resulted in $3.2 million less?® in cumulative employee contributions into DPFP vs.
the Hiring Plan estimates.

Meketa (with data from DPFP's actuary) modeled different asset-liability scenarios in 2018
based on different contribution rates.

1 According to the January 1, 2019 Actuarial Valuation report by actuary Segal Consulting.

2 According to Article 6243a-1 of the Texas Statutes.
3As reported at the December 2019 Board meeting.
s AAA,,MMMMMMMMMMSSEEEE——
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Section 802.109 - Subsection (a) 2.D (continued)

Criteria or Topic DPFP Status

Annual expected e Annual benefit payments are expected to average approximately $349 million per year
benefit payments over the next five years (2020-2024).

Annual expected e According to the actuary, annual expected administration expenses for DPFP are projected
administration to be the greater of $8.5 million per year, or 1% of computation pay. This projection excludes
expenses investment expenses.

Annual expected net e Net expected cash flows out of DPFP to pay benefit payments are expected to average
cash flows approximately -$134 million per year over the next five years (based on the contributions,

benefit payments and administrative expenses in the actuarial valuation report).
e On an average plan size of approximately $2 billion, net expected cash outflows per year
are approximately -6.7%. (-$134 / $2,000 = -6.7%).

1 According to the January 1, 2019 Actuarial Valuation report by actuary Segal Consulting.

., ]
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Section 802.109 - Subsection (a) 2.D (continued)

Criteria or Topic DPFP Status

Asset Liability e The most recent actuarial valuation report was published in October 2019, with data as of
Analysis January 1, 2019.
o Meketa included liability analysis during the asset allocation review in 2018.
e The actuary (Segal) is expected to conduct a 5-year experience study in 2020 which may
result in assumption changes that could positively or negatively affect the funding status and
years to fully funded status.

Actuarial Assumed e The Board of Trustees adopted a laddered assumed rate of return over the next few years as
Rate(s) of Return it transitions its portfolio out of the legacy illiquid assets.
e The assumed rate of return is 7.25%. However, due to the time to transition the portfolio, the
portfolio’s expected return is 5.25% in 2019, 5.75% in 2020, 6.25% in 2021, 6.75% in 2022 and
7.25% thereafter.

Actuarial Highlights e Funded status is 48% based on the actuarial value of assets and 45% based on the market
value of assets!

e Funding level is expected to drop for the next 12 years even if all assumptions are met (as it
will take time for the impact of plan design changes to be fully felt).

e According to the actuary, the projected year of full funding is 2057, if all assumptions are met.

1 According to the January 1, 2019 Actuarial Valuation report by actuary Segal Consulting.
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Section 802.109 - Subsection (a) 2.D (continued)

Criteria or Topic DPFP Status

Actuarial Highlights e The actuary highlighted in its report that funded status could be significantly lower (than
(continued) forecast) if the City Hiring Plan is not met and contributions (starting in 2025) are based solely
on computation of pay going forward (i.e. once the minimum contribution floor is lifted).
e Article 6243a-1 requires an analysis in 2024 to gauge whether the funding plan is on track.
‘In 2024, an independent actuarial analysis shall be conducted with the actuary making
recommendations to the Board for changes to bring the plan in line with funding guidelines set by
the Texas Pension Review Board if needed.”

e HB 3158 added a requirement to Article 6243a-1 that mandates the Board adopt changes if
DPFP is not on track to meet the Texas Pension Review Board funding guidelines in 2024.
Potential changes include increases to City contribution rates, increases to member
contribution rates, or benefit decreases.

e As detailed in the 2018 DPFP CAFR: ‘the Board believes it's certain that additional changes will be
required. The member contributions are approximately equal to the normal cost of their benefit,
therefore the most appropriate option is additional funding from the City. The Board also believes
that it is prudent to explore options, including pension obligation bonds, for additional City funding
as soon as possible and not wait until 2024.”

Funding Policy e The Board of Trustees adopted a funding policy in December 2019, as required by SB 2224,
which was passed by the Texas Legislature in 2019.

s
MEKETA INVESTMENT GROUP Page 28 of 66

144



2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

M E K ETA Dallas Police and Fire Pension System
-

Investment Practices and Performance Evaluation

Section 802.109 - Subsection (a) 2.D (continued)

Criteria or Topic DPFP Status

Stress Testing e As noted previously, the Consultant conducted significant stress testing surrounding the
anticipated liabilities of DPFP and the impact of not earning the plan’s actuarial return.

e In response to the analysis, the Board adopted a Safety Reserve® portfolio and is following a
risk-based implementation plan designed to minimize the potential impact of a severe
near-term market correction. A sample of the analysis conducted in 2018 is included in
Exhibits #4 - 6 on the following pages.
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Exhibit #4 - Example of Stress Testing Conducted in 2018

Actuarial Return Projections
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e The chart above projects the funded status (under different contribution rates) with the assumption DPFP earns the
actuarial return every year.

e With higher contributions into the plan, the funded status is expected to improve faster.
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Exhibit #5 - Example of Stress Testing Conducted in 2018
Funded Status' Under Different “Shock” Time Points

=== Assumed (7.3%) Shock - Year 1 Shock - Year5  ====Shock - Year10  ====Shock - Year 15
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e The timing of a potential equity shock is impactful. A shock now is much worse than a shock in the future.

e Allthe “shock” lines above have the exact same total annualized returnz

1 Model assumes the average contribution rate of the city payroll forecast and the actual payroll contributions net of expected benefit payments.
2 Returns modeled as 7.3% in 19 of 20 years, but one year of -15.8%. The total twenty-year return decreases to 6.0%, annualized.
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Exhibit #6- Example of Stress Testing Conducted in 2018

Scenario Analysis

e Meketa analyzed several scenarios for DPFP over the next 20 years.
e In each case we modeled different return paths in years 1-5.

e In each case! we assume that DPFP earns the expected return rate for the recommended long-term mix (7.3%) in years
6-20.

e The most optimistic scenario evaluated is the baseline actuarial return assumption.

e The most dire (worst case) scenario is a full write-off all the legacy assets over the five years with the rest of the Fund
generating a zero percent return.

e FEach scenario is detailed below.

2018 2019 2020 2021 2022
DPFP DPFP DPFP DPFP DPFP Years
“Grade” Scenario Description Return Return Return Return Return 6-20
Actuarial Base Line 5.0% 5.25% 6.25% 7.25% 7.25% 7.25%
B Bond-like performance for 5 years 4.0% 4.0% 4.0% 4.0% 4.0% 7.30%
C Legacy assets negate performance of rest of portfolio for 5 years 0.0% 0.0% 0.0% 0.0% 0.0% 7.30%
D 1/2 of legacy assets is written off over next 5 years -2.5% -2.5% -2.5% -2.5% -2.5% 7.30%
F All legacy assets are written off over next five years -5.0% -5.0% -5.0% -5.0% -5.0% 7.30%

e A chart on the following page details the expected impact of each scenario on funded status.

' For Path A “Actuarial Base Line"” we used 7.25% instead of the recommended long-term mix 7.3% assumed return for years 6-20.

I ]
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Exhibit #6 (continued)
e |f DPFP earns the actuarial baseline return for the next five years or 4% annualized for the next five years
(Paths A and B), the funded status takes a moderate hit but begins to eventually rebound.

e Flat or negative returns in years 1-5 could put DPFP into a severe unfunded situation (paths C, D, F below).
Funded Status with City Hiring Plan Contributions

50%

45% /
e

40%

35%

30%
25%

20%

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

e A\: Actuarial Baseline - City Hiring Plan e B: 4% per year for five years then 7.3% - City Hiring Plan
C: 0% for five years then 7.3% - City Hiring Plan = D): -2.5% per year for 5 years then 7.3% - City Hiring Plan
e -5% per year for five years then7.3% - City Hiring Plan

e e |
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Section 802.109 - Subsection (a) 2

Consultant Analysis

o DPFP staff and Board recognize their current exposure is very different from policy weights and have been working very hard
to shift the portfolio (out of illiquid investments).

e DPFP's current approach to asset allocation (2018) is thorough and robust.

« Itis on par (or better) than industry standards.

e In our opinion, the approach DPFP takes to formulate asset allocation is sound, consistent with best practices, and leads to a
well-diversified portfolio.

e The existing exposure is very different than target weights, but that is a residual of past decisions made many years ago by
Trustees, Staff and Consultants that are no longer a part of DPFP.

e Current DPFP Staff is doing a commendable job with a very challenging situation, as it works to liquidate private market
investments at the best possible price.

e The Board is kept informed on all progress, challenges, and general developments.

e
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Section 802.109 - Subsection (a) 2 (continued)

Consultant Analysis (continued)

e The current asset allocation targets are consistent with peer systems of similar size. The existing exposure of DPFP is an
outlier relative to peers (as it pertains to private markets exposure) but all constituents involved recognize this and are
working to move DPFP closer to its new target weights in a prudent and measured fashion.

o DPFP's Board of Trustees acknowledgement and understanding of the plan’s funded status and cash flow situation were crucial
data points that helped guide the overriding theme of the most recent asset allocation decision-making process.

e The Board is mindful of adopting a return expectation that is realistic given capital market return expectations.
e The target asset allocation is well diversified and built with a global perspective in mind given the globally investable universe.
e DPFP's approach to passive management makes it an outlier among other public pension plans.

e DPFP has less than 2% total passive exposure (in an Investment Grade Bond index) that is only a temporarily place holder
while an active core bond manager search is conducted.

. ]
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Section 802.109 - Subsection (a) 2 (continued)

Recommendations

e We recommend the Board consider increasing passive exposure in efficient asset classes where the likelihood of
risk-adjusted outperformance, net of fees, is lowest. A recent survey! of similar sized public pension plans showed that the
average passive exposure is 18% of total plan assets.

e We recommend DPFP Staff continue its process of working with the Board of Trustees and external advisors to prudently
exit illiquid investments to the extent possible.

e We recommend the Board remains patient with asset allocation as the portfolio is transitioned and doesn't feel obligated
to conduct comprehensive asset allocation overhaul every year. (Surveys have shown many large state plans are moving
towards once every three - five years).

e We recommend the Board and Staff closely monitor contribution levels and maintain constructive and open dialogue with
the City.

e If (based on the actuary's advice) it becomes likely that DPFP is not on track to meet targets by 2024, we encourage the
Board to act as soon as reasonably possible to discuss and implement additional plan design changes to avoid delaying
and compounding any known shortfalls.

e We recommend DPFP consider adjusting actuarial valuation assumptions as necessary based on the outcomes and advice
of the actuary upon conclusion of the experience study expected in 2020.

1 Greenwich Associates 2018 U.S. Institutional Market Trends Survey. Universe is public defined benefit plans with assets between $1- $5 billion. Majority of the passive exposure is from U.S. equities.

e
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Section 802.109 - Subsection (a) 3

Law Requirement

Sec. 802109, “a review of the appropriateness of investment fees and commissions paid by the retirement system”

Subsection (a) 3

Criteria or Topic DPFP Status

Policy Language e According to the IPS, “Investment costs will be monitored and minimized with the context of
maximizing net return.” (Section 4 Core Beliefs and Long Term Acknowledgements, Subsection
B2).

Internal process for e Fees that are paid via invoice are reviewed by the appropriate DPFP analyst based on the

paying and monitoring assigned asset class coverage.

fees e According to conversations with Staff, the analyst will typically calculate the expected quarterly

fee via an excel spreadsheet and reconcile with what is billed by the investment manager.

e Any external wire to pay fees requires a three person authorization.

e DPFP Staff keeps an excel sheet with all investment related fees paid (direct investment
management fees, incentive fees, commissions, custodian fees, investment consultant fees,
legal related investment fees).

e DPFP publishes summary fee information in its annual CAFR in a clear and understandable
way.

., ]
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Section 802.109 - Subsection (a) 3 (continued)

Criteria or Topic DPFP Status

Public Markets Fees e DPFP Staff and Consultant monitor investment manager fees and appropriateness relative to

similar investment strategies.

e The Consultant provided a fee review as part of its Initial Fund Review of DPFP in the summer
of 2018.

e Each public markets manager fee was calculated (in annual terms, in dollars) and compared
relative to peer percentiles (Source: eVestment).

¢ Intotal, nine of the eleven public markets managers charge less than the median manager for
their respective peer groups. Of the two that were more expensive than median, DPFP
restructured one of those fee arrangements to a performance-based fee within the past year.

Private Markets Fees e Asis expected in the industry, private market strategies represent a larger proportion of fees

than their pro-rata market value exposure.

e DPFP has little to no control on the fee arrangements of private market strategies that were
committed to many years ago with contractually required fees detailed in previously executed
Limited Partnership Agreements or other governing documents.

e Where possible, DPFP Staff and the Board of Trustees have been able to receive discounted
fee (or no fees) on extension periods for select private markets strategies.

e DPFP has incurred additional legal costs the past few years related to litigation and/or
disposition of private market investments.

e These costs are communicated by DPFP staff to the Board and are included in annual budgets.

s
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Subsection 802.109 - Subsection (a) 3 (continued)

Criteria or Topic DPFP Status

Total Fees Paid e DPFP paid a blended average fee of 0.74% bps in calendar year 2018. This is above the industry
average of 0.60% (according to the latest available NCPERS survey conducted).

e The biggest source of fees was in private real estate and private equity.

e Feesfor calendar year 2019 are still being invoiced and paid but are expected to be lower due to
the elimination of the Global Asset Allocation strategies and a decrease in private market
investments.

e Total fees paid for calendar year 2018 are detailed in Exhibit #7 (sourced from 2018 CAFR Report).

Communication to e Total fees paid are detailed to the Board of Trustees as part of the annual budget.

the Board e The Board of Trustees has access to a summary fee grid that lists each investment strategy’'s fee
schedule.

Brokerage Fees and e The public market equity managers pay explicit commission costs and implicit opportunity costs

Commissions inherent in bid-ask spread differentials (equity and fixed income strategies).

e These cost are shared by all investors in a commingled trust or specific to DPFP in the
investments that are structured as separately managed accounts.

e Commission costs are tracked by Staff (from data provided by the custodian JP Morgan).

e Total commissions paid are listed in DPFP's annual CAFR.

e 2018's brokerage fees and commissions are detailed below in Exhibit #8.

Legal Review e Internal DPFP legal counsel reviews all legal contracts and fee arrangements for new
investments.

' The 2018 NCPERS Public Retirement Systems Study includes responses from 167 state and local government pension funds with more than 18.7 million active and retired members and total assets
of $2.6 trillion. Roughly half the survey participants were Police/Fire pension plans.
D —— |
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Exhibit #7 -Investment Management Fees Paid in 2018

Total Investment 2018 Average Total Management Fee
Management Fee Market Value Paid as a Percent of
Asset Class Paid (000's)' (000's) Average Market Value
Equity (public and private) $7,303 $736,922 0.99%
Fixed Income and Cash $1,506 $538,634 0.28%
Real Assets $5,734 $724,561 0.79%
Global Asset Allocation $736 $51,786 1.42%
Total $15,279 $2,051,903 0.74%

T All dollar are expressed in thousands, sourced from DPFP 2018 CAFR. According to the CAFR, investment management fees includes incentive, performance and/or disposition fees.

e e |
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Exhibit #8 — Brokerage and Commissions Paid in 2018

Number of Shares Total Fees and Fees and Commissions
Traded Commissions Per Share

Brokerage Firm

(000’ s)

(000's)

J.P. Morgan Secuirities, Ltd. 1,752 44 0.025
Citigroup Global Markets, Ltd. 635 28 0.044
Credit Suisse Securities (USA) LLC 846 16 0.019
Citigroup Global Markets Inc, NY 1,362 15 0.011
Jefferies International London 132 10 0.080
Morgan Stanley and Co International 67 8 0.125
Stifel Nicolaus & Co Inc 253 8 0.031
Morgan Stanley and Co,, Inc. 279 7 0.026
Goldman Sachs New York 249 7 0.028
Davy Stockbrokers 73 7 0.092
All other firms 0,466 158 0.017
Total 15,114 $308 $0.020

1 Al dollar are expressed in thousands, sourced from DPFP 2018 CAFR.
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Subsection 802.109 - Subsection (a) 3 (continued)

Consultant Analysis

e DPFP has done a good job of identifying public market's managers with competitive fees.
e DPFP's process for reconciling and paying fees appears in-line with industry standards.
e DPFP's tracking and monitoring of fees appears in-line with industry standards.

e The private markets related fees are expensive but not surprising.

e Private market fees will decrease as exposure to the asset class decreases.

e The commissions paid appear reasonable and in-line with industry norms.

e The transparency and disclosure of fees in the annual CAFR are clear and unambiguous.

Recommendations

e Passive strategies could reduce overall investment related fees for DPFP.
e We recommend that Staff, the Board, and the Consultant all remain diligent in monitoring fees.

e We recommend continued efforts on seeking no fee or discounted fee arrangements on private market investments that
enter extension periods.

e We recommend DPFP staff document its internal process for fee reconciliation and payment in a formal procedure
document or memo.

e |
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Section 802.109 - Subsection (a) 4

Law Requirement
Sec. 802.109, ‘a review of the retirement system's governance processes related to investment activities, including
investment decision-making processes, delegation of investment authority, and board investment expertise

Subsection (a) 4 .
and education

Criteria or Topic DPFP Status
Website and e The website is easy to navigate and user friendly.
transparency

e DPFP is as transparent, if not more, than most similar sized pension public plans.
e The website includes (non-exhaustive list):

— Board meeting calendar

Board meeting agendas

— Board meeting materials

— Board meeting minutes

— Trustee biographies

— Investment Advisory Committee (“IAC") biographies
— DPFP Staff information

— Consultant performance reports

e ]
MEKETA INVESTMENT GROUP Page 45 of 66

161



MEKETA

2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

Dallas Police and Fire Pension System

Investment Practices and Performance Evaluation

Section 802.109 - Subsection (a) 4 (continued)

Criteria or Topic DPFP Status

Website and
Transparency
(continued)

Actuarial valuation reports

Comprehensive Annual Financial Reports
Investment Policy Statement

Contractor's Statement of Ethics

DROP Policy

Uniformed Services Leave and Payback Policy
Governance and Board Conduct Policy
Trustee Election Procedures

Annual budgets

Plan documents

Description of 2017 plan design changes and ancillary documents
Frequently Asked Questions links

Recent events and news

Notification of trustee elections

MEKETA INVESTMENT GROUP
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Section 802.109 - Subsection (a) 4 (continued)

Criteria or Topic DPFP Status

Delegation of e The Board of Trustees has investment authority.
Investment Authority?

e Any action by the Board, except those where the Plan specifically requires approval by
2/3 of all the Trustees of the Board (e.g. benefit or contribution changes), is required to be
approved by a majority of all the Trustees of the Board, i.e. at least six Trustees must
approve any Board action regardless of the number Trustees present.

e DPFP Staff is authorized to rebalance the portfolio.

e DPFP staff is responsible for submitting a rebalancing recommendation to the Consultant
and must receive signoff from the Consultant before implementing.

e All rebalancing recommendations and activity shall be reported to the Board and IAC.

Investment Decision e Most investment decisions are based on the recommendation of DPFP Staff and/or
Making Process Consultant upon the guidance of the Board of Trustees.

e The Board of Trustees frequently debates the pros-and-cons of each investment decision
in open public meetings.

e All investments (except one) are managed by external investment managers. See
directly below.

e DPFP owns three condo units (that it has been seeking to exit) in a condo building in
downtown Dallas. The assets are not managed by an external institutional real estate
manager. DPFP has been selling its interest in the property over the past few years.

s
MEKETA INVESTMENT GROUP Page 47 of 66

163



2020 03 12 Board Meeting - REGULAR AGENDA 2020 03 12

M E K ETA Dallas Police and Fire Pension System
-

Investment Practices and Performance Evaluation

Section 802.109 - Subsection (a) 4 (continued)

Criteria or Topic DPFP Status

Investment Decision e For all other directly owned real estate investments DPFP has hired external institutional

Making Process quality real estate experts to manage the operations, and/or disposition of the assets.

(continued)

Investment Consultant e DPFP hired Meketa Investment Group in May 2018 after conducting a national RFP
process.

o Prior to the hire of Meketa, the most recent investment consultant search occurred in
2006.

e Currently, there is requirement for the Board to conduct a competitive selection process
for each Advisor to the board at least once every five years (on a rotational basis).
However the Board has the authority to postpone or waive the five year requirement.

e Meketa Investment Group receives a hard dollar fee (specified in advance) from DPFP
and does not receive any additional fees (unless pre-approved by the Board of Trustees
for projects beyond the scope of the investment advisory agreement).

e Meketa's fee is included in the annual budget disclosure to the Trustees and reported in
the annual CAFR.

e Meketa Investment Group is an independent employee owned organization with no
affiliation to investment managers or brokerage firms.
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Section 802.109 - Subsection (a) 4 (continued)

Criteria or Topic DPFP Status

Board Composition e 11 member Board of Trustees

e Six are appointed by the Mayor, one police representative is elected by active members,
one fire representative is elected by active members, three non-members are selected
by a nominations committee representing various associations in the city and elected by
active members and pensioners.

e Term limits of 6 consecutive years apply to non-police and firefighter trustees.
e Election notices (and the Trustee election procedures) are posted on the DPFP website.

e A new board of Trustees was appointed following House Bill 3158 in September 2017, with
the exception of one police trustee and one fire trustee from the prior Board of Trustees.

e The Board went through quite a bit of turnover in late 2019, with only five trustees
remaining from the 11 appointed/elected just two years ago.

e Six board members have less than six months tenure on the Board (as of the start of

2020).
Board Leadership and e Board leadership appointments (Chairman, Vice Chairman and Deputy Chairman) are
IAC Appointment conducted in an open and transparent manner during board members upon the vote of

fellow Trustees.

e Investment Advisory Committee members are appointed by the board of Trustees.
(Additional information to follow on role of the IAC).
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Section 802.109 - Subsection (a) 4 (continued)

Criteria or Topic DPFP Status

Board Investment e Numerous board members have significant investment expertise across asset classes.
Expertise

e Some board members sit on other pension trustee boards.
e Board member specialties include: equities, fixed income, private equity, and hedge funds.
e A number of trustees have legal experience.

e According to Article 6243a-1 Trustees must have demonstrated financial, accounting,
business, investment, real estate or actuarial experience.

Board Education e The Board is expected to be educated on investment matters applicable to overseeing a
pension fund such as DPFP.

e DPFP Staff typically meets with new trustees and provides a primer on DPFP history and
recent activity.

Governance and e The Board is expected to abide by the Board of Trustees Governance and Conduct Policy.

Conduct Policy e The policy was last amended February 2018.
e |t summarizes the expected conduct and procedures Trustees are expected to follow in
their role as Trustees to DPFP both during Board meetings and communication outside of
meetings.

e |t states that Trustees should refrain from communicating directly with DPFP staff other
than through the Executive Director, the Chief Investment Officer, the Chief Financial
Officer, the General Counsel or another designee of the Executive Director.

R . ]
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Section 802.109 - Subsection (a) 4 (continued)

Criteria or Topic DPFP Status

Governance and e |t also provides guidance on communication with external parties and plan participants.
Conduct Policy
(continued)

e Trustees are entitled to information necessary to make informed decisions relating to
their role and responsibilities as Trustees to DPFP.

Contractor’s Statement e The Board of Trustees has a policy that provides guidance on the dealings between
of Ethics Trustees and all contractors who provide, or actively seek to provide, goods or services to
DPFP.

e Contractor must be honest in their dealings with DPFP, comply with applicable laws, and
maintain proper ethical standards of behavior.

e Trustees and Staff are prohibited from receiving any gifts or anything of
substantial/material value where the clear purpose of such expense is to affect the
determination of the selection of a new contractor or continuation, or additional business
to an existing contractor.

e |tis expected that at all contracts with Contractors will have the Statement of Ethics as an
exhibit to said contract.

e While Meketa has not independently verified all contracts DPFP has on file, we confirm
that the contract with Meketa does include this Statement of Ethics as an exhibit.
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Section 802.109 - Subsection (a) 4 (continued)

Criteria or Topic DPFP Status

Frequency of board e Monthly meetings are required.

meetings

Board meeting e Most Board meetings contain a mix of investment and non-investment related agenda
dynamics items.

e Most investment related decisions are accompanied by spirited debate between Trustees,
Staff and Consultant.

e There is very little (to no) “rubber stamping.”
e The agenda for each Board meeting is set by the Executive Director.
e The Executive Director is required to consult with the Chairman on the agenda.

e Any Trustee may file a written request with the Chairman asking that a particular item be
placed on the agenda for a future meeting.

Role of the IAC e The IAC meetings are still in a development phase. All positions on the IAC were recently
filled in 4Q19. Its roles and responsibilities are detailed in the IPS but its interplay with the
broader Board of Trustees is still yet to be applied in practice.

e
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Section 802.109 - Subsection (a) 4 (continued)

Criteria or Topic DPFP Status

Frequency of IAC e Quarterly

Meetings

Transparency of Board e Board meeting agendas (with open session meeting materials) are posted to the DPFP
Activities website at least 72 hours prior to board meetings.

e Materials include minutes from prior meetings. The minutes are sufficiently detailed.

House Bill 3158 o Effective September 2017, resulted in numerous plan design changes.
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M E K ETA Dallas Police and Fire Pension System
-

Investment Practices and Performance Evaluation

Section 802.109 - Subsection (a) 4

Consultant Analysis

e Monthly meetings are common for public pension plans.

e DPFP's website and transparency are better than most similar sized public pension plans.

e The meeting minutes (posted to the website) are sufficiently detailed to get a good sense of the discussion and decisions
conducted at a meeting.

e They are also published in a reasonable amount of time following each meeting (typically within 30 days).
e Not granting investment authority to staff is common for a $2 billion pension with investment staff of four people.

e DPFP's Staff is appropriately following the rebalancing protocol and does a great job of conveying all rebalance
recommendations with appropriate supporting data and rationale.

e DPFP's board members are more sophisticated and knowledgeable than most similar sized public pension plans.
e The Board composition appears sufficiently diversified in terms of subject matter expertise.

e DPFP's meeting frequency is standard for public pension meetings. We have conducted surveys of large public pension
plans and found that many are moving towards less frequent meetings but more in depth (lengthy) meetings.

Recommendations

e To the extent possible, we would like to see increased continuity of Trustees on the Board.

s
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Investment Practices and Performance Evaluation

Section 802.109 - Subsection (a) 5

Law Requirement

Sec. 802.109,
Subsection (a) 5

"A review of the retirement system's investment manager selection and monitoring process”

Criteria or Topic DPFP Status

Responsibility for
selecting investment
managers?

e Board of Trustees, with the advice and recommendation of the Investment Advisory
Committee, Staff, and investment consultant.

e According to the IPS, “The Board...prudently hires, monitors, and terminates key investment
service providers including: Consultant(s), Investment Managers and Custodian” (IPS Section
5, A. Board of Trustees, subsection 3).

e “The IAC will advise regarding the search and selection process for investment managers”
(IPS Section 5, B. Investment Advisory Committee (IAC), subsection 2.b).

e ]
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Investment Practices and Performance Evaluation

Section 802.109 - Subsection (a) 5 (continued)

Criteria or Topic DPFP Status

Last Five Manager Hires Funding
Amount

Strategy ($ mm) Asset Class
09/2019 Vanguard Total Bond 37 Fixed income- IGB
12/2017 RBC Emerging Mkts 50 Public Equity- EM
11/2017 Ashmore EMD 20 Fixed Income- EMD
7/2017 Pacific Bank Loans 50 Fixed Income- Bank Loans
6/2017 IR+M 1-3Yr 50 Fixed Income- Short Term IGBs
Evaluation process e No active managers have been hired since the formation of the Investment Advisory

Committee and the hiring of the current investment consultant.

e Investment manager search and selection criteria is detailed in Section 7 of the IPS

e According to the IPS, “Staff and Consultant shall define and document the search process,
including evaluation criteria, prior to initiating the search process.”

e The Consultant “Assists in the selection process and monitoring of Investment Managers”
(IPS Section 5, E. Consultant(s), subsection 7).

' Dates in the table above are inception/ funding dates. Each strategy was funded intra-month so performance start dates are the first of the next month.
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Section 802.109 - Subsection (a) 5 (continued)

Criteria or Topic DPFP Status

Evaluation Process e |n addition the Consultant “documents and delivers to Staff written recommendations on
(Continued) Investment Manager new hire, hold and termination reviews” (IPS Section 5, E.
Consultant(s), subsection 8).

e Meketa has a process where it continuously monitors and reviews investment
managers in the industry. From this work, Meketa creates a “bullpen” of high conviction
products that have been thoroughly vetted through Meketa's multi-phase process.

e According to the IPS, each hiring recommendation will include information on
Investment Manager's organization, key people, investment process, philosophy, past
performance, future expectations, risks, proper time horizon for evaluation,
comparative measures such as benchmarks and peer groups, role within the relevant
asset class and expected costs.

e While no active managers have been hired during Meketa's tenure as DPFP's current
consultant, the Consultant typically produces a “search document” that compares and
contrasts eligible strategies on the basis of firm ownership/structure, investment teams,
investment philosophies, processes/risk management, performance, fees, and
strengths & weaknesses.

Benchmarking e Policy benchmarks for each asset class and the total DPFP are included in the IPS.

e The Consultant identified recommended benchmarks, per asset class, which were
presented and discussed with DPFP Staff in 4Q18.

N . ]
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Investment Practices and Performance Evaluation

Section 802.109 - Subsection (a) 5 (continued)

Criteria or Topic DPFP Status

Benchmarking
(continued)

Performance
measurement

MEKETA INVESTMENT GROUP

Individual manager benchmarks are determined based on each investment strategy’'s
mandate and will generally, but not always, match the recommended benchmark
identified by the investment manager.

Example: in April 2019, the Consultant conducted a comprehensive review of the four
global equity strategies and each manager's recommended benchmark. In one case,
Walter Scott, the Consultant recommended a different benchmark due to subtle (but
potentially significant) regional weight differences between the historic exposure in the
strategy and the manager’'s recommended benchmark.

DPFP's total fund performance and individual manager performance is monitored by
Staff, Consultant, IAC and the Board of Trustees.

The Consultant produces a quarterly performance report that is shared with Staff,
Board of Trustees, and IAC.

Among other things, the report includes:

Net of fees performance

Executive Summary with a one page green/red flash summary (for the
quarter) along with similar metrics for trailing one-year and three-year
periods

Quarterly cash flow summary
Summary of asset classes absolute and relative performance for the quarter
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Section 802.109 - Subsection (a) 5 (continued)

Criteria or Topic DPFP Status

Performance — Total fund performance relative to peer pension plans (InvestorForce Public
Measurement (continued) Pension net performance for plans between $1bb- $5 bb) as well as multiple
fund level benchmarks (Policy Index, Allocation Index, Total Fund Ex- Private
Markets, and a 60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index)

— Total exposure vs. target weights

— Asset allocation history over trailing five years

— Trailing time weighted returns for investment managers, and asset classes,
over recent trailing time periods (QTD, FYTD,1YR, 3 YR, 5 YR, 10 YR and Since
Inception) relative to benchmarks and peer groups

— Attribution effects for the quarter vs. policy benchmarks

— Risk statistics over trailing five year period including annualized standard
deviation, information ratio, share ratio, beta and tracking error

Performance monitoring e DPFP Staff and investment consultant are primarily responsible for monitoring the

performance of the investment managers and reporting to the Board of Trustees and
IAC.

e Qver the course of calendar year 2019 DPFP staff presented an overview and deep dive
into each asset class (and investment managers) at the majority of the Board of
Trustees meetings.

e The Consultant conducts periodic meetings, conference calls and constant oversight of
the investment managers.

s
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Section 802.109 - Subsection (a) 5 (continued)

Criteria or Topic DPFP Status

Investment Manager
Termination/Replacement

e DPFP staff and investment consultant discuss individual strategies in more depth, as
warranted.

e Discussions are also held with the IAC.

e In the past two years, only four investment managers were terminated (prior to the
formation of the IAC).

e The Consultant prepared a written recommendation citing the reasons for the
termination recommendation. It was primarily an asset allocation decision that led to
the elimination of the global asset allocation (“GAA”") portfolio. At the time, a report was
prepared that detailed the terminated strategies' collective exposure, historical
performance, fees, forward looking return/risk expectations, and forward looking
correlation expectations to global equities and global bonds.

e |t was discussed with DPFP Staff and went through a round of edits and further
evaluation.

e The Board evaluated the expected total Fund return expectations pre- and
post- termination and rebalance. The decision to terminate the GAA program and move
the proceeds into short-term core bonds was expected to reduce the standard
deviation of DPFP.

e The recommendation to terminate, and reallocate, was approved by the Board of
Trustees in May 2018.

e |
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Section 802.109 - Subsection (a) 5

Consultant Analysis

e The evaluation process for new investment manager hires is untested in its current form, but appears adequate (as written
on paper) and in-line with industry best practices.

e DPFP Staff is very knowledgeable and informed on the investment activities of its individual investments and investment
managers.

e Performance monitoring and benchmarking is in-line with industry best practices.

e Evaluation (and thoughtful discussion) by DPFP Staff on performance drivers and considerations for need for any portfolio
adjustments is measured, well thought out, and more complete than typical for similar sized pension plans.

Recommendations

e We recommend Staff continue to prepare deep dive reviews into each asset class with the goal of covering the entire
portfolio in each calendar year.

e We recommend DPFP formally documents the rationale for all hiring and firing decisions.
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Conclusions
Adhering to
Subsection Overall Status established policies?
1. Investment Policy Statement analysis Meets Industry Best Practices Yes
2. Asset allocation (and liability) process review and execution Meets Industry Best Practices Yes
3. Feesreview and procedures Meets Industry Best Practices Yes
4. Governance processes Meets Industry Best Practices Yes
5. Investment manager selection and monitoring Meets Industry Best Practices Yes

e — ]
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Summary of Recommendations

Subsection (a) 1

e The “Core Beliefs and Long Term Acknowledgments” is thoughtful and should be reviewed any time significant investment
changes are considered. It offers good guidance without being overly prescriptive or prohibitive.

e DPFP Staff and the Consultant should continue to conduct an annual review of the IPS.

Subsection (a) 2

e We recommend the Board considers increasing passive exposure.

e We recommend DPFP Staff continues its process of working with the Board of Trustees and external advisors to prudently
exit illiquid investments to the extent possible.

e We recommend the Board remains patient with asset allocation as the portfolio is transitioned and doesn't feel obligated
to conduct comprehensive asset allocation overhaul every year. (Surveys have shown many large state plans are moving
towards once every three years.

e We recommend the Board and Staff closely monitor contribution levels and maintain constructive and open dialogue with
the City.

e If (based on the actuary's advice) it becomes likely that DPFP is not on track to meet targets by 2024, we encourage the
Board to act as soon as reasonably possible to discuss and implement additional plan design changes to avoid delaying
and compounding any known shortfalls.

e Werecommend DPFP consider adjusting actuarial valuation assumptions as necessary based on the outcomes and advice
of the actuary upon conclusion of the experience study expected in 2020.

s
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Subsection (a) 3
e Passive strategies could reduce overall investment related fees for DPFP.
e We recommend that Staff, the Board, and the Consultant all remain diligent in monitoring fees.

e We recommend continued efforts on seeking no fee or discounted fee arrangements on private market investments that
enter extension periods.

e We recommend DPFP staff documents its internal process for fee reconciliation and payment in a formal procedure
document or memo.

Subsection (a) 4

e To the extent possible, we would like to see increased continuity of Trustees on the Board.

Subsection (a) 5

e We recommend staff continue to prepare deep dive reviews into each asset class with the goal of covering the entire
portfolio in each calendar year.

e We recommend DPFP formally documents the rationale for all hiring and firing decisions.
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Investment Practices and Performance Evaluation

Sources Reviewed in Creation of the Report

Investment Policy Statement

Annual CAFR reports

Board Meeting minutes

IAC Meeting Minutes

DPFP website

Meketa performance reports

Meketa attendance at Board meetings
Meketa attendance at IAC meetings
Statute Article 6243a-1

HB 3158 Pension Changes presentation

Texas PRB Guidance for Inv. Practices and Perf. Evaluations
Conversations with Staff

Segal Actuarial Valuation Report

DROP policy

Board of Trustees Governance and Conduct Policy

Trustee Election Procedures

Contractors Statement of Ethics

Funding Policy

MEKETA INVESTMENT GROUP
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. DISCUSSION SHEET

ITEM #C11

% D A L L A
e <! : .
‘bﬁ' POLICE & FIR
gt PENSION SYSTE

Topic: Asset Allocation Review

Attendees: Leandro Festino, Managing Principal - Meketa Investment Group
Aaron Lally, Principal - Meketa Investment Group

Discussion: Meketa and Staff will review DPFP’s strategic asset allocation, capital market

assumptions, and expectations for performance and volatility.

Regular Board Meeting — Thursday, March 12, 2020
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https://www.ncpers.org/surveys
https://www.ncpers.org/membersonly2019dashboard






https://legiscan.com/ME/bill/LD594/2019



https://www.calsavers.com



https://www.cobaltcommunityresearch.org
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https://www.facebook.com/NCPERS/
https://twitter.com/NCPERS
https://www.linkedin.com/company/national-conference-on-public-employee-retirement-systems/
https://www.youtube.com/ncpers
https://www.ncpers.org/blog_home.asp
https://williamsandjensen.com/personnel/anthony-j-roda/
https://williamsandjensen.com



https://www.ncpers.org/membership






https://www.ncpers.org/legislative
https://www.ncpers.org/university
https://www.ncpers.org/university
https://www.ncpers.org/teds
https://www.ncpers.org/pats
https://www.ncpers.org/naf
https://www.ncpers.org/ace
https://www.ncpers.org/cos
https://www.youtube.com/watch?v=oKSGD3lQUe8&feature=youtu.be
https://www.ncpers.org/files/Tax%20Loopholes%20Final.pdf
https://www.ncpers.org/files/Tax%20Loopholes%20Final.pdf
https://www.ncpers.org/files/Tax%20Loopholes%20Final.pdf
https://www.youtube.com/watch?v=dVvJ89puzQU&feature=youtu.be
https://protectpensions.org
https://www.ncpers.org/legislative
https://www.facebook.com/NCPERS/videos/823776038088005/
https://www.facebook.com/NCPERS/videos/179380293281671/
https://www.ncpers.org/files/Conference%20Docs/Legislative%20Conf/2020/2020%20Issues%20Book_Final.pdf
https://www.facebook.com/NCPERS/
https://www.ncpers.org/files/2019%20NCPERS%20Public%20Retirement%20Systems%20Study%20Report%20Final(1).pdf
https://www.ncpers.org/files/2019%20NCPERS%20Public%20Retirement%20Systems%20Study%20Report%20Final(1).pdf
https://www.ncpers.org/membersonly2019dashboard
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