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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, June 8, 2017, 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: June 2, 2017

A. MOMENT OF SILENCE

B. BOARD OF TRUSTEES
1. Welcome of newly-elected and re-elected Trustees

2. Election of officers of the Board of Trustees for June 1, 2017 through August 31,
2017

3. Authorized signatories for the Board of Trustees

4. Committees of the Board
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Consideration of possible Deferred Retirement Option Plan (DROP) account
distributions in accordance with DROP Policy Addendum and possible changes
to DROP Policy Addendum

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.

Possible changes to DROP Policy Addendum
Certification of reserve amount

Certification of excess liquidity amount
Determination of distribution amount

R R S

Possible sales of real estate interests in Napa County, California

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.

Hearthstone: Possible sale of 11.6 acres in Eagle, Idaho

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.

CDK Multifamily Fund

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.
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Bank loan manager search
NEPC

a. First Quarter 2017 Investment Performance Analysis
b. Fourth Quarter 2016 Private Markets & Real Assets Review

Violation of federal law (USERRA) by the City of Dallas
Legal issues

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.

Police Officer and Firefighter pay lawsuits
Potential claims involving fiduciaries and advisors
Eddington et al. v. DPFP

Rawlings v. DPFP

DPFP v. Columbus A. Alexander Il

Degan et al. v. DPFP (Federal suit)

DPFP plan legislation

City of Dallas violation of USERRA

Open records litigation
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10.
11.
12,
13.
14,

15.

16.

Investment reports

2016 audit status

Service Credit Repurchases Prior to September 1, 2017

Possible revisions to Education and Travel Policy and Procedure

Board approval of Trustee education and travel

a. Future Education and Business Related Travel
b. Future Investment Related Travel

Board Members’ reports on meetings, seminars and/or conferences attended

NCPERS 2017 Annual Conference & Exhibition

PRB: MET Online Core Training: Actuarial Matters

PRB: MET Online Core Training: Benefits Administration
PRB: MET Online Core Training: Risk Management
PRB: MET Online Core Training: Ethics

PRB: MET Online Core Training: Governance

D 00T

Unforeseeable Emergency Requests from DROP Members

Portions of the discussion under this topic may be closed to the public under the terms
of Section 551.078 of the Texas Government Code.
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17. Executive Staff Employment Agreements

Portions of the discussion under this topic may be closed to the public under the terms
of Sections 551.071 and 551.074 of the Texas Government Code.

18. 2017 Budget adjustment — Salaries and Benefits

19. Bank of America loan

E. BRIEFING ITEMS

Reports and concerns of active members and pensioners of the Dallas Police and
Fire Pension System

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.

6 of 6




F& D L A @
WP POLICE & FIRE
%‘?@%{ PENSION SYSTEM

ITEM #A

MOMENT OF SILENCE

In memory of our Members and Pensioners who recently passed away
(May 5, 2017 — May 31, 2017)

NAME ACTIVE/
RETIRED

DEPARTMENT DATE OF DEATH

Truly M. Holmes

Carl E. Lowe

Leslie L. Warnock

Homer W. Foster

Robert L. Phillips

Ernest J. Smith

Arthur Green

Retired
Retired
Retired
Retired
Retired
Retired
Retired

Police
Police
Fire
Fire
Fire
Police

Fire

Regular Board Meeting — Thursday, June 8, 2017

May 5, 2017
May 15, 2017
May 18, 2017
May 20, 2017
May 25, 2017
May 28, 2017
May 31, 2017
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ITEM #B1

Topic: Welcome of newly-elected and re-elected Trustees

Discussion: DPFP conducted an election from March 27 through April 6, 2017, to fill the expiring terms
of four Trustee positions. The Board certified the results of the election for Police Pensioner
Trustee Place 1 and Fire Pensioner Trustee Place 1 at the regular meeting of the Board on
April 13, 2017. The candidates for Police Trustee Place 1 and Fire Trustee Place 1 were
unopposed in their respective positions and were therefore, deemed elected.

The newly elected and re-elected Trustees will complete the Oath of Office form for the term

that began on June 1, 2017 and will end on August 31, 2017. This applies to the following
service trustees:

Police Trustee Place 1 (P-1) Fire Trustee Place 1 (F-1)
Kenneth Haben Samuel Friar

Police Pensioner Place 1 Fire Pensioner Place 1
Kenneth Sprecher Larry D. Williams
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ITEM #B1
(continued)

Staff
Recommendation: Welcome newly elected and re-elected Trustees and have them complete Oath of Office
forms.
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ITEM #B2

Topic: Election of officers of the Board of Trustees for June 1, 2017 through August 31, 2017

Discussion: In accordance with Section 3.01(f) of the Plan Document, the Board will elect from among its
Trustees a Chairman, a Vice Chairman and a Deputy Vice Chairman for the period June 1,
2017 through August 31, 2017. Current officers are as follows:
Chairman — Sam Friar
Vice Chairman — Ken Haben

Deputy Vice Chairman — Joe Schutz

Staff
Recommendation: Elect officers of the Board of Trustees.
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ITEM #B3

Topic: Authorized signatories for the Board of Trustees

Discussion: Certain signature authorizations are necessary to facilitate the day-to-day operations of the
System. In the past, the Board has authorized the Chairman to sign all documents (including
any necessary payments) for the Board and System. If the Chairman is not available, then the
Vice-Chairman may sign in the Chairman’s place. If both the Chairman and Vice-Chairman
are unavailable, then the Deputy Vice-Chairman is authorized to sign for the System.

Current procedures provide that the Chairman’s and Executive Director’s signatures are
digitized and may be placed on all checks to the retirees and vendors.

Staff
Recommendation: Complete the Signature Authorization Forms.

Regular Board Meeting — Thursday, June 8, 2017




DISCUSSION SHEET

ITEM #B4

Topic: Committees of the Board

Discussion: The Board Chairman, upon approval of the Board, may appoint a Committee Chairman and
Committee members to the Board’s standing and ad hoc committees. The current
appointments are as follows:

Standing Committees:
Professional Services Investment Advisory
Audit Committee Committee Committee
Jennifer Gates, Chair Ken Haben, Chair Pending
Sam Friar Sam Friar
Ken Sprecher Scott Griggs
*Jerry Brown —termended  Brian Hass

Ad Hoc Committee:

Governance Committee
Joe Schutz, Chair

Scott Griggs

Ken Haben

Brian Hass

Philip Kingston

*Jerry Brown — term ended
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ITEM #B4
(continued)

The Board may discuss the scheduling of committee meetings.

The Board’s Committee Policy is attached for reference.

Staff
Recommendation: The Chairman make Committee Chairman appointments as appropriate and the Board
approve the appointments and the schedule for committee meetings.

Regular Board Meeting — Thursday, June 8, 2017




Dallas Police and Fire Pension System
Thursday, May 11, 2017
8:30 a.m.
4100 Harry Hines Blvd., Suite 100
Second Floor Board Room
Dallas, TX

Regular meeting, Samuel L. Friar, Chairman, presiding:

ROLL CALL

Board Members

Present at 8:30

Absent:

Staff

Others

Samuel L. Friar, Kenneth S. Haben, Joseph P. Schutz, Brian Hass,
Erik Wilson, Tho T. Ho, Gerald D. Brown, Clint Conway, Kenneth
Sprecher

Scott Griggs, Jennifer S. Gates, Philip T. Kingston

Kelly Gottschalk, Josh Mond, Summer Loveland, John Holt, Damion
Hervey, Pat McGennis, Ryan Wagner, Milissa Romero, Christina Wu,
Greg Irlbeck, Linda Rickley, Cynthia Thomas

Chuck Campbell, Dale Addeo, Jarrett Vitulli (by telephone), Rob
Gauss (by telephone), James Elliston, Janis Elliston, Paul Jarvis,
Marlin Price, Larry Goldsmith, Lloyd D. Brown, Larry Williams,
David Williams, James Freeman, Carolyn Freeman, W. R. Bricker,
Tom Moore, Tom Moorman, Frank Ruspoli, Jerry M. Rhodes, Linda
Rhodes, Larry Lewis, William A. Paris, Jr., Dale Erves, Will Craven,
John Hanes, A. D. Donald, Andy Acord, W. G. Huffman, Aaron
Anderson, Jill S. Muncy, Philip Braun, Jesse Hill, Dan Wojcik, David
Dodson, Jim Aulbaugh, Joel Lavender, Charles Hale, Joseph
Thompson, Philip Murray, Larry T. Vialpando, Mel Sayavedra,
Tristan Hallman, Chris Kang, Zaman Hemani, Lori Brown, Monica
Hernandez, Ken Kalthoff, Josh Womack, Tim Ciesco, Andy Vigaras,
Tanya Eiserer, Barry Blonstein, Billy Bryant

* * * * X% % * *

The meeting was called to order at 8:30 a.m.

* * * * * k% * *
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Regular Board Meeting
Thursday, May 11, 2017

A. MOMENT OF SILENCE
The Board observed a moment of silence in memory of retired police officers, B. T.
Beddingfield, Thomas P. Poole, Arthur J. Jones, Jim G. Farr, Reginald S. Kay, Mansell
L. Hall, Finis O. Triplett, and retired firefighters, Robert H. Dunn, Roy G. Box, J. R.
Reeves.

No motion was made.

* * k* * k* X * %

B. CONSENT AGENDA
1. Approval of Minutes
Regular meeting of April 13, 2017
2. Approval of Refunds of Contributions for the Month of April 2017

3. Approval of Activity in the Deferred Retirement Option Plan (DROP) for
May 2017

4. Approval of Estate Settlements
5. Approval of Survivor Benefits
6. Approval of Service Retirements
7. Approval of Alternate Payee Benefits
8. Approval of Payment of Previously Withdrawn Contributions
9. Denial of Unforeseen Emergency Requests
After discussion, Mr. Hass made a motion to approve the items on the Consent Agenda,

subject to the final approval of the staff. Mr. Brown seconded the motion, which was
unanimously approved by the Board.

* % k% * % k% * %
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Regular Board Meeting
Thursday, May 11, 2017

C. DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR
INDIVIDUAL CONSIDERATION

1. Discussion and possible action on Legislative Matters

a. Status of DPFP plan legislation
b. Other pension-related legislative issues

Staff updated the Board on the status of the City’s and DPFP’s proposed plans at
the legislature as well as status of the discussions between the City and DPFP.

Staff briefed the Board on pension bills that have been filed which may bear on
DPFP.

No motion was made.

* * * * X% % * *

2. Consideration of possible Deferred Retirement Option Plan (DROP) account
distributions in accordance with DROP Policy Addendum

Certification of reserve amount
Certification of excess liquidity amount
Determination of distribution amount

coe

a. The Staff presented the components of the reserve amount calculated in
accordance with the DROP Policy Addendum for the Board’s
consideration. The reserve amount is used in determining whether DROP
distributions are available for payment to eligible members for the current
month and considers the following obligations that are essential to DPFP’s
efficient administration:

i.  No less than 12 months of monthly annuity benefit payments, less
monthly contributions for the same period;

ii.  No less than 12 months of anticipated operating expenses;

iii.  No less than 12 months of Minimum Annual Distributions pursuant
to the DROP Policy Addendum;

iv.  All anticipated Required Minimum Distributions for the coming year;

v.  All outstanding indebtedness; and
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Regular Board Meeting
Thursday, May 11, 2017

Consideration of possible Deferred Retirement Option Plan (DROP) account
distributions in accordance with DROP Policy Addendum (continued)

vi. All outstanding capital commitments for existing private market
investments as well as no less than 12 months of other anticipated
investment-related expenditures.

b. The Staff presented the determination of the excess liquidity amount
calculated in accordance with the DROP Policy Addendum for the Board’s
consideration. The excess liquidity amount represents the amount of total
liquid assets in excess of 1) the reserve amount, and 2) the Minimum Annual
Distributions to be paid for the current month.

c. The Staff discussed the possible effects of payment of excess liquidity
amounts on the efficient administration of DPFP.

The Board went into a closed executive session — legal at 8:58 a.m.
The meeting was reopened at 9:13 a.m.

After discussion, Mr. Sprecher made a motion to grant a $4 million pro-rata
DROP account distribution. Mr. Conway seconded the motion, which failed by
the following vote:

For: Sprecher, Hass, Conway

Against: Friar, Haben, Schutz, Wilson, Ho

Abstain: Brown

After discussion, Mr. Schutz made a motion to certify the reserve amount of
$942,233,768, the excess liquidity amount of $0.00, and pass a resolution that, as
a result, no amounts are available for pro-rata distribution in May 2017 under
Section 5 of the DROP Policy Addendum adopted by the Board on January 12,
2017. Mr. Ho seconded the motion, which was approved by the Board by the
following vote:

For: Schutz, Ho, Friar, Haben, Wilson, Brown

Against: Conway, Hass, Sprecher

The Resolution is shown in Minute Book 45 on Pages

* % k% * % k% * %
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Regular Board Meeting
Thursday, May 11, 2017

Resolution

WHEREAS, the Board of Trustees adopted a DROP Policy Addendum at its meeting
of January 12, 2017 to ensure that distribution of DROP accounts was consistent
with the efficient administration of the System;

WHEREAS, Section 2.c. of the Addendum provides that the Board is to certify a
“Reserve Amount” that is necessary to satisfy obligations essential to the efficient
administration of the System, including obligations relating to outstanding
indebtedness;

WHEREAS, Section 2.b. recognizes that the Reserve Amount will vary as the needs
associated with the obligations comprising the Reserve Amount change and that it
should include amounts necessary to ensure the System can satisfy its obligations
in a prudent and efficient manner;

WHEREAS, the System currently has outstanding indebtedness in connection with
its interest in Red Consolidated Holdings (RCH), and the terms of such debt require
that the System maintain a certain level of assets;

WHEREAS, the Board has been presented with information that reveals that failure
to maintain the required level of assets under the System would have an adverse
impact on the System’s interest in RCH that would be inconsistent with the efficient
and prudent administration of the System;

WHEREAS, the Board has been presented with information by staff that sets forth
arecommended Reserve Amount that includes an amount that the staff believes is
reasonably necessary to ensure that the level of the System’s assets do not fall
below the level required under the outstanding indebtedness in connection with
the System’s interest in RCH;

WHEREAS, the Board otherwise finds that the recommended Reserve Amount is
consistent with an appropriate liquidity reserve that should be retained by the

System in its present circumstances;

WHEREAS, Section 3.b. of the Addendum provides that the Board is to certify an
“Excess Liquidity Amount”, which is equal to the amount that the total liquid assets

Approved May 11, 2017
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Regular Board Meeting
Thursday, May 11, 2017

held by the System exceed the Reserve Amount as of the date the Board certifies
the Reserve Amount and any minimum annual distributions as described in Section
7 of the Addendum;

WHEREAS, Section 5.a of the Addendum provides that the Excess Liquidity Amount
certified by the Board will be available for pro-rata distribution to eligible DROP
participants that have made a valid request under the terms of the Addendum;

WHEREAS, the Board has been presented with information by staff that shows that
the total liquid assets of the System will not exceed the Reserve Amount and the
amount of minimum annual distributions, and thus no Excess Liquidity Amount is
available for pro-rata distribution; and

WHEREAS, Section 7.c of the Addendum provides that the unavailability of the pro-
rata distribution does not impact the minimum annual distributions under Section
7 of the Addendum;

NOW THEREFORE, BE IT RESOLVED that, pursuant to the Section 2.c. of the
Addendum, the Board certifies a Reserve Amount equal to $942,233,768, which is
the amount that the Board determines is necessary to satisfy the obligations
essential to the System's efficient administration and includes amounts necessary
for the System to retain an adequate level of total assets to ensure contractual
obligations under outstanding indebtedness related to the System’s interest in RCH
are satisfied;

RESOLVED further that, pursuant to Section 3.b. of the Addendum, the Board
certifies an Excess Liquidity Amount of $0.00, as total liquid assets held by the
System do not exceed the Reserve Amount certified by the Board, and as a result,
no amounts are available for pro-rata distribution under Section 5 of the
Addendum.

RESOLVED further that the Board also acknowledges that the minimum annual

distributions will still proceed and be unaffected by this action as provided under
Section 7.c. of the Addendum.

Approved May 11, 2017
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Regular Board Meeting
Thursday, May 11, 2017

3. Legal issues

Police Officer and Firefighter pay lawsuits
Potential claims involving fiduciaries and advisors
Eddington et al. v. DPFP

Rawlings v. DPFP

DPFP v. Columbus A. Alexander 111

Degan et al. v. DPFP (Federal suit)

Education and Travel Policy and Procedure

@roa0 o

The Board went into a closed executive session — legal at 9:47 a.m., which
included nine Trustees.

The meeting was reopened at 10:22 a.m.

No motion was made.

* * k* * * k¥ * %

The meeting was recessed at 10:22 a.m.

The meeting was reconvened at 10:26 a.m.

* % * * k% k¥ * %

4.  Violation of federal law (USERRA) by the City of Dallas

Ms. Gottschalk stated that pursuant to the Uniform Services Employment and
Reemployment Act (USERRA), members who have returned from military
service and continued their employment are entitled to make the contributions
they did not make while they were on military leave in order to receive pension
credit for the time they spent on military leave. USERRA provides that when
members make such contributions to receive pension credit, the employer is
required to make its share of contributions to the plan for that military leave time
that the member is “buying back.”

DPFP has tried for over a year to collect such contributions from the City. The
City contends that it is not required to make such contributions. USERRA
specifically provides rights to pension plans against employers who refuse to
make required contributions.

The Board directed the Executive Director to contact the City Manager regarding
this matter and for staff to bring a recommendation to the Board at the June
regular meeting regarding a law firm to engage in this matter.
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Regular Board Meeting
Thursday, May 11, 2017

* * k* * k* X * %

Possible changes to Education and Travel Policy and Procedure

Staff proposed changes to the policy and procedure covering education and travel
related expenses to address the approval of travel and reimbursement of expenses
for Trustees.

Staff also proposed that the Mileage Reimbursement Policy, as amended through
April 28, 2004, be repealed as the provisions of the policy have been incorporated
into the Education and Travel Policy and Procedure.

After discussion, Mr. Haben made a motion to approve the Education and Travel
Policy and Procedure as amended and approve the repeal of the Mileage
Reimbursement Policy. Mr. Brown seconded the motion, which was
unanimously approved by the Board.

* * * * X% % * *

North Texas Opportunity Fund

The North Texas Opportunity Fund, LP commenced in May 2000 and is
approaching the extended expiration of the fund on May 12, 2017. The manager
requests that the limited partners consent to a one-year extension to continue
managing the remaining investment, Irving Holdings, Inc., in a fund structure
rather than distributing in kind.

To save fund costs, the manager is also requesting an amendment to substitute an
annual audit of the one remaining holding in place of an audit at the fund level.

An additional amendment confirming that the partnership would not call any
additional capital is also being included.

This extension of the fund is the eighth extension requested by the manager under
the terms of the limited partnership and requires approval of two-thirds of the
limited partners. The partnership ceased payment of management fees to the
Investment Manager on July 1, 2013.

After discussion, Mr. Conway made a motion to approve the one-year extension
and authorize the Executive Director to negotiate and execute documentation and
perform all necessary acts and exercise all appropriate discretion to facilitate the
extension and amendments. Mr. Haben seconded the motion, which was
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Regular Board Meeting
Thursday, May 11, 2017

North Texas Opportunity Fund (continued)
approved by the following vote:

For: Conway, Haben, Friar, Schutz, Hass, Wilson, Ho, Brown
Against: Sprecher

* * k* kX k* X * %
Investment reports

Staff reviewed the investment performance and rebalancing reports for the period
ending April 30, 2017 with the Board.

No motion was made.
x ok ok ok ok ok Kk x
Quarterly financial reports
Ms. Loveland presented the first quarter 2017 financial statements.
No motion was made.
-
Recognition of outgoing Trustee
Mr. Friar and Ms. Gottschalk, on behalf of the Board, presented a plaque of
appreciation to Gerald Brown for his dedicated service on the Board of Trustees
as Fire Pensioner Trustee from June 1, 2013 through May 31, 2017. He

previously served on the Board for 28 years as an active Fire Trustee.

Gerald Brown’s plaque is shown in Minute Book 45 on Pages __.

* % * * % k¥ * %
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Regular Board Meeting
Thursday, May 11, 2017

S
JPOLICE & FIRE

PENSION SYSTEM

Presented in Appreciation to

Gerald D. Brown

in recognition of exceptional service on the

Board of Trustees

2013 through 2017

This certificate is a measure of appreciation for the time and
effort you have extended to preserve and improve the
Dallas Police and Fire Pension System.

Your fine work as the Pensioner Trustee
shall not be forgotten.

Clint Conway Samuel L. Friar Jennifer S. Gates Scott Griggs
Fire Trustee

Fire Trustee Councilmember Trustee Councilmember Trustee

Kenneth S. Haben Brian T, Hass Tho Tang Ho Philip T. Kingston
Police Trustee Fire Trustee Police Trustee Councilmember Trustee

Joseph P. Schutz Kenneth Sprecher Erik Wilson Kelly Gottschalk
Police Trustee Police Pensioner Trustee

Councilmember Trustee Executive Director
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Regular Board Meeting
Thursday, May 11, 2017

Investment of Excess Cash

Staff discussed the possibility of initiating searches for new investment managers
in order to prepare for future rebalancing of the portfolio. The cash allocation
remains above target due to uncertainty around legislation and timing of potential
capital commitment requirements. NEPC, DPFP’s investment consultant, has
recommended that they begin to work with staff on the process of manager
searches to grow the allocations to Emerging Market Equity, Emerging Market
Debt and Bank Loans.

Investment of Excess Cash (continued)

The Board directed staff to begin work on the process of manager searches for
investing excess cash in accordance with the Investment Policy Statement.

* * * * X% % * *

Board Members’ reports on meetings, seminars and/or conferences attended

PRB: MET Online Core Training: Actuarial Matters

PRB: MET Online Core Training: Benefits Administration
PRB: MET Online Core Training: Risk Management
PRB: MET Online Core Training: Ethics

PRB: MET Online Core Training: Governance

PRB: MET Online Core Training: Investments

-0 Q00T

Staff provided a record of the above training received by Ken Sprecher.

No motion was made.

* * k* * % k* * %

Unforeseeable Emergency Requests from DROP Members

There were no Unforeseeable Emergency Requests from DROP members
requiring Board action other than those items on the consent agenda.

* * * * * k% * *
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Regular Board Meeting
Thursday, May 11, 2017

D. BRIEFING ITEMS

1. Reports and concerns of active members and pensioners of the Dallas Police
and Fire Pension System

The Board heard member and pensioner comments.

* * * * X% k% * *

2. Executive Director’s report

a. Future Education and Business Related Travel
b. Future Investment Related Travel
C. Associations’ newsletters

e NCPERS Monitor (April 2017)

e NCPERS Monitor (May 2017)

e NCPERS PERSist (Spring 2017)

The Executive Director’s report was presented. No motion was made.

* * * * X% * * *

ADDENDUM
Potential action relating to NTE and LBJ
The Board went into closed executive session — real estate at 10:37 a.m.
The meeting was reopened at 11:34 a.m.
Mr. Conway made a motion to authorize the sale of DPFP's interest in the NTE
and LBJ managed lane projects, subject to the final approval of terms by the

Executive Director. Mr. Brown seconded the motion, which was unanimously
approved by the Board. Mr. Hass was not present when the vote was taken.

* * * * * k% * *
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Regular Board Meeting
Thursday, May 11, 2017

Ms. Gottschalk stated that there was no further business to come before the Board. On a
motion by Mr. Conway and a second by Mr. Hass, the meeting was adjourned at 1:37 p.m.

Samuel L. Friar
Chairman

ATTEST:

Kelly Gottschalk
Secretary
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Dallas Police and Fire Pension System
Wednesday, May 17, 2017
8:30 a.m.
4100 Harry Hines Blvd., Suite 100
Second Floor Board Room
Dallas, TX

Special meeting, Samuel L. Friar, Chairman, presiding:
ROLL CALL

Board Members

Present at 8:55 Samuel L. Friar, Scott Griggs, Brian Hass, Tho T. Ho, Gerald D.
Brown, Clint Conway, Kenneth Sprecher

Present at 10:02 Jennifer S. Gates, Erik Wilson
Absent: Kenneth S. Haben, Joseph P. Schutz, Philip T. Kingston

Staff Kelly Gottschalk, Josh Mond, Summer Loveland, John Holt, Pat
McGennis, Linda Rickley

Others Chuck Campbell (by telephone), John Turner, Rick Thomas, Max
Kirk, Larry Goldsmith, Larry Williams, Reuben Millsaps, Debbie
Carlin, Philip Braun, Lingburge Williams, Don Howard, Mark
Stovall, Salvador Morales, Steve Bass, Dan Wojcik, Sandino
Contreras, David Slaughter, Rojelio Rodriguez, Joel Lavender, Bobby
Yarberry, Cathy Yarberry, Steve Coffman, James Elliston, Sandy
Alexander

* * * % X% k% * *

The meeting was called to order at 8:55 a.m.

* % * * % k¥ * %

A DISCUSSION AND POSSIBLE ACTION REGARDING ITEM FOR
INDIVIDUAL CONSIDERATION:

DPFP plan legislation

The Board and staff discussed the Texas Senate’s Committee substitute and HB
3158, which has been approved by the Texas House.
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Special Meeting
Wednesday, May 17, 2017

DPFP plan legislation (continued)

The meeting was recessed at 9:50 a.m.
The meeting was reconvened at 9:58 a.m.
Further discussion was held.

The meeting was recessed at 11:00 a.m.
The meeting was reconvened at 11:07 a.m.

After discussion, Mr. Hass made a motion to state that the Board opposes the
substitute bill proposed by Senator West based upon actuarial analysis by DPFP’s
actuary, and supports a funding floor or other form of assurance of adequate future
funding past 2024 as well as other technical changes as proposed by the Executive
Director. Mr. Sprecher seconded the motion.

Mr. Griggs proposed an amendment to the motion as follows: The Board opposes
the substitute bill proposed by Senator West based upon actuarial analysis by DPFP’s
actuary, and supports a funding floor or other form of assurance of adequate future
funding past 2024 with another funding source as well as other technical changes as
proposed by the Executive Director. Mr. Brown seconded the proposed amendment.
The amendment failed by the following vote:

For: Griggs, Brown, Ho, Sprecher

Against: Conway, Wilson, Gates, Hass, Friar

The original motion, to state that the Board opposes the substitute bill proposed by
Senator West based upon actuarial analysis by DPFP’s actuary, and supports a
funding floor or other form of assurance of adequate future funding past 2024 as well
as other technical changes as proposed by the Executive Director, passed by the
following vote:

For: Hass, Ho, Brown, Conway, Friar

Against: Sprecher, Griggs, Gates, Wilson

* * * * X% % * *
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Special Meeting
Wednesday, May 17, 2017

B. BRIEFING ITEM

Reports and concerns of active members and pensioners of the Dallas
Police and Fire Pension System

The Board received comments during the open forum.

No motion was made.

* * * * X% k% * *

Ms. Gottschalk stated that there was no further business to come before the Board. On a
motion by Mr. Conway and a second by Mr. Brown, the meeting was adjourned at 11:19
a.m.

Samuel L. Friar
Chairman

ATTEST:

Kelly Gottschalk
Secretary
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Dallas Police and Fire Pension System
Monday, May 22, 2017
8:30 a.m.
4100 Harry Hines Blvd., Suite 100
Second Floor Board Room
Dallas, TX

Special meeting, Samuel L. Friar, Chairman, presiding:

ROLL CALL

Board Members

Present at 8:30

Present at 8:56
Absent:

Staff

Others

Samuel L. Friar, Joseph P. Schutz, Brian Hass, Erik Wilson, Tho T.
Ho, Gerald D. Brown, Clint Conway, Kenneth Sprecher

Scott Griggs
Kenneth S. Haben, Jennifer S. Gates, Philip T. Kingston

Kelly Gottschalk, Josh Mond, Summer Loveland, John Holt, Linda
Rickley, Cynthia Thomas

Chuck Campbell (by telephone), Ron Weimer, Bob Bricker, Connie
Bricker, Ramond Hargrove, Tom Payne, Evelyn Mayfield, Larry
Goldsmith, Marlene Davis, Jimmy Davis, Larry Williams, Loy Smith,
Carolyn Freeman, James Freeman, Jerry W. Knoerr, Nancy Lewis,
Larry Lewis, David Elliston, Michael McGehee, Mark Stovall, Tom
Moore, Tom Moorman, Jill S. Muncy, Mark Moeller, Dale Erves, Don
Whitten, Debbie Carlin, W. B. Smith, Joel Lavender, Joe Guzman,
Ron Acker, Hoyt Hubbell, Gart S. Beck, Tristan Hallman

* % * * % k¥ * %

The meeting was called to order at 8:32 a.m.

* * * * X% % * *

A DISCUSSION AND POSSIBLE ACTION REGARDING ITEM FOR
INDIVIDUAL CONSIDERATION:

DPFP plan legislation

The Board and staff discussed the Texas Senate’s Committee substitute and HB
3158, which has been approved by the Texas House.
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Special Meeting
Monday, May 22, 2017

DPFP plan legislation (continued)

The meeting was recessed at 9:36 a.m.

The meeting was reconvened at 9:43 a.m.

Further discussion was held.

The meeting was recessed at 10:26 a.m.

The meeting was reconvened at 10:31 a.m.
After discussion, Mr. Hass made a motion to state the Board supports the Committee
Substitute passed by the Senate State Affairs Committee with the amendments to be
proposed by Senator West as agreed to by all the stakeholders on May 18, 2017. Mr.
Ho seconded the motion, which passed by the following vote:

For: Hass, Ho, Friar, Griggs, Wilson, Brown
Against: Schutz, Conway, Sprecher

* * * * % k¥ * %

BRIEFING ITEM

Reports and concerns of active members and pensioners of the Dallas
Police and Fire Pension System

The Board received comments during the open forum.

No motion was made.

* % * * % k¥ * %
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Special Meeting
Monday, May 22, 2017

Ms. Gottschalk stated that there was no further business to come before the Board. On a
motion by Mr. Griggs and a second by Mr. Hass, the meeting was adjourned at 10:35 a.m.

Samuel L. Friar
Chairman

ATTEST:

Kelly Gottschalk
Secretary

30f3
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ITEM #D1

Topic: DPFP plan legislation

Discussion: Staff will update the Board on the status of the DPFP plan legislation.

Regular Board Meeting — Thursday, June 8, 2017
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Discussion:

DISCUSSION SHEET

ITEM #D2

Consideration of possible Deferred Retirement Option Plan (DROP) account
distributions in accordance with DROP Policy Addendum and possible changes to
DROP Policy Addendum

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.

. Possible changes to DROP Policy Addendum
. Certification of reserve amount

. Certification of excess liquidity amount

. Determination of distribution amount

. In the light of the Governor signing HB 3158 into law, staff is proposing possible changes

to the DROP Policy Addendum.

. Staff will present the components of the reserve amount calculated in accordance with the

January 12, 2017 DROP Policy Addendum for the Board’s consideration. The reserve
amount is used in determining whether DROP distributions are available for payment to
eligible members for the current month and considers the following obligations that are
essential to DPFP’s efficient administration:

I. No less than 12 months of monthly annuity benefit payments, less monthly
contributions for the same period;

Regular Board Meeting — Thursday, June 8, 2017




L A
OLICE & FIRE

D
P
'P

ENSION SYSTEM

DISCUSSION SHEET

ITEM #D2
(continued)

No less than 12 months of anticipated operating expenses;

ii. No less than 12 months of Minimum Annual Distributions pursuant to the DROP
Policy Addendum;

iv. All anticipated Required Minimum Distributions for the coming year;
All outstanding indebtedness; and

1. All outstanding capital commitments for existing private market investments as well
as no less than 12 months of other anticipated investment-related expenditures.

. Staff will present the determination of the excess liquidity amount calculated in accordance

with the DROP Policy Addendum for the Board’s consideration. The excess liquidity
amount represents the amount of total liquid assets in excess of 1) the reserve amount and
2) the Minimum Annual Distributions to be paid for the current month.

. The Staff will discuss the possible effects of payment of excess liquidity amounts on the

efficient administration of DPFP.

Regular Board Meeting — Thursday, June 8, 2017
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ITEM #D2
(continued)

Staff
Recommendation: a. Consider adoption of the proposed amendment to the DROP Policy Addendum.

. Certify the reserve amount, subject to a.
. Certify the excess liquidity amount, subject to a.

. To be provided at the meeting.

Regular Board Meeting — Thursday, June 8, 2017
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ITEM #D3

Possible sales of real estate interests in Napa County, California

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.

Attendees: Rhett Humphreys, Michael Yang (NEPC)
John Kolb, Stuart Turner (Barings Real Estate Advisors)
Rick Bodio (Hancock Agricultural Investment Group)

Discussion: Representatives from Barings and Hancock will discuss the potential sale of DPFP’s real estate
interests in Napa County, CA.

Aetna Springs and Lake Luciana are two related resort/golf/residential development projects
containing in total approximately 3,100 acres located in the Pope Valley area of Napa County,
CA. Barings Real Estate Advisors, formerly Cornerstone, was engaged by the Board in July
2015 to manage DPFP’s interests in the projects. DPFP’s holdings consist of a membership
interest in Lake Luciana, LLC as well as direct ownership of various lots. The projects were
previously managed by staff. Criswell Radovan was employed by Lake Luciana, LLC to assist
in the operation of the projects. In May 2016, the Board authorized Barings to market the two
projects for sale.

Regular Board Meeting — Thursday, June 8, 2017
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ITEM #D3
(continued)

Iron Corral is a 420-acre parcel with approximately 140-acres of commercial vineyard and
additional plantable acreage adjacent to the Lake Luciana project. This asset is directly owned
by DPFP and was originally managed by staff, overseeing the development and operations of
the vineyard land. In March 2015, the Board approved the transfer of Iron Corral to DPFP’s
agricultural portfolio managed by Hancock. This asset has been marketed in conjunction with
the Aetna Springs and Lake Luciana projects due to its close proximity to the two projects.

Barings and Hancock will discuss the marketing process and provide a recommended course
of action.

Staff
Recommendation: Available at the meeting.

Regular Board Meeting — Thursday, June 8, 2017




BARINGS

Aetna Springs Investment
Marketing Process:
Open Session

Presented to:



Background

Presentation Team — Barings Real Estate Advisers

John Kolb
Portfolio Manager

Stuart Turner
Vice President — Hotel Group

Overview - Aetna Springs resort site, Aetna Springs lots and Lake Luciana lots
*  Two related resort/golf/residential development sites (Aetna Springs and Lake Luciana)

Located in the Pope Valley area of northeastern Napa County, California, approximately 65 miles north of San Francisco

Approximately 3,100 acres of land which include the historic federally landmarked former Aetna Springs resort site, 44
luxury estate lots, two commercial vineyards, a restored 9-hole golf course, and golf club house built in 2008

Entitlement and permits received for Aetna Resort development, construction documents prepared

BARINGS

For investment professionals only
Compliance Code



Background
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Background

Investment Timeline
Key Events

* 2005-2006 Criswell/Radovan Original Development Plan:
* Re-permit/Renovate/Reconstruct historic Aetna Springs Resort
* Renovate accompanying 9-hole Aetna Springs Golf Course
* Re-configure/Develop luxury homes sites adjacent to Aetna Springs Resort and Lake Luciana

* Permit/Develop new 18-hole golf course on Lake Luciana

Develop/Operate vineyards and winery near both golf courses

« 2006 - 2009 Dallas Police and Fire Pension System (“DPFP”) contributes equity.

* 2007 - 2012 Developers pursue entitlement for 18-hole golf course on Lake Luciana; ultimately not approved.

» 2008 Renovation complete on the 9-hole golf course at Aetna Springs - course reopens.

e 2010 -current DPFP supports operational short-falls, as well as on-going oversight, permitting and legal expenses, with

additional capital investment.
« January 2012 Redevelopment of the 80-bed Aetna Springs Resort is approved.

« 2012 -2015 Developers continue to pursue permits for other aspects of the project including lot line

adjustments for residential lots and seek construction financing.

* July 2015 DPFP engaged Barings Real Estate Advisers to manage DPFP’s interests in the investment.

BARINGS

For investment professionals only 4
Compliance Code



Background

Barings Real Estate Advisers Team Assigned

Account Management John Kolb
Marty Kane

Asset Management Eric Grossman
Rob Giffin

Hotel Team Stuart Turner

Jim O’'Shaughnessy

Accounting Rosa Epperson
Nick Cioffi
Legal Kelly Kinnon
Valuation Tyler Brown
Insurance Louise King

DPFP tasked Barings Real Estate Advisers to:
* Recommend whether DPFP should continue to pursue the development as originally envisioned, or to consider an exit or

another strategy.
» Assess feasibility of additional vineyard development.

* Provide asset management oversight of the investment.

May 2016: Obtained DPFP Board approval to market the entire investment for sale.

BARINGS

For investment professionals only 5
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Background

Marketing Process

June/July 2016: Ran competitive BOV process with three highly qualified national brokerage teams
September 2016: Engaged brokerage teams of CBRE / Pacific Union under a co-brokerage arrangement
October 2016: High level ‘Teaser Summary’ marketed at major US Lodging Investor Conference in Phoenix

November/December 2016: Brokerage Offering Memorandum and Marketing Package finalized. Selective site

tours with ‘early’ interested parties

January 2017: Broad marketing launch to both national and international investors. Highlighted offering at major
International Lodging Conference held in Los Angeles

February — May 2017: Continued marketing efforts and site tours

May 2017: First round Call for Offers — May 5, 2017; Best & Final Call for Offers — May 25, 2017

Summary of Marketing Statistics
* 6,368 Launch Audience
» 118 Confidentially Agreements signed
» 18 site tours conducted from November 2016 to May 2017

e 8 written offers received

BARINGS

For investment professionals only 6
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Aetna Springs Marketing Flyer
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INVESTMENT HIGHLIGHTS EXCLUSIVE MARKETING ADVISORS

Fully entitled, Napa County resort community
3,100+ fee simple acres in two locations

Operating vineyards with axpansion opportunitias

JEFF WOOLSON HENRY BOSE HILLARY RYAN PAVI LAWSON
Managing Director Senior Vice President Pacfic Union Pacfic Union
License 01077147 License 01512190 License 01934302 License 0157852
+1760 438 8530 +1415 772 0261 +1 415 425 3639 +1707 738 2219
jeff.woolson@chre.com henry.bose@cbre.com hillary@pacunion.com plawson@pacunion.com

44 planned estate lots (16 resort and 28 Lake Luciana)
9-hole golf course re-designed by Tom Doak
Winery permitted for 57,000 gallons annually
Ability to develop 80 rooms in the resort village

Historic mineral springs resort village with
social hall designed by renowned Bay Area
architect Bernard Maybeck

Formere information plesse visit: www.chresetsasprisgs.com Follow us on @cbregolfresort

CBRE GOLF & RESORT PROPERTIES | 5780 Fleat Street #100 | Carisbad, CA 92008 | +1 760 438 8500 | www.cbre.com/golfandresert
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Disclosures

The information provided herein is believed to be obtained from sources deemed to be accurate, timely and reliable. However, no assurance is given in that
respect. This material is intended solely for the use of the Dallas Police & Fire Pension System. Copyright in this document is owned by Barings LLC.
Information in this document may be used for your own use, but may not be altered, reproduced or distributed without Barings LLC’s consent..

Any opinions expressed herein reflect our judgment at this date and are subject to change without notice, as are statements of market conditions and trends.

Certain of the statements contained herein are statements of future expectations and other forward-looking statements that are based on our current views and
assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those
expressed or implied in such statements.

Real estate investments are subject to various risks, many of which are beyond the control of Barings Real Estate Advisers or its Clients, such as adverse
changes in international, national or local economic and demographic conditions; adverse changes in financial conditions of buyers and sellers of properties;
reduction or change in sources of debt or equity financing, including changes in interest rates; increases in real estate taxes and operating expenses, including
energy prices; changes in law, regulations and governmental policies, including environmental laws, zoning laws and governmental fiscal policies; changes in
the relative popularity of properties; risks due to dependence on cash flow; risks and operating problems arising out of the presence of certain construction
materials; natural and unnatural disasters; acts of terrorism; uninsurable losses; condemnations; and others.

BARINGS

For investment professionals only 8
Compliance Code



f E?&JE&?&EEEE DISCUSSION SHEET

ITEM #D4

Hearthstone: Possible sale of 11.6 acres in Eagle, Idaho

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.

Attendees: Bryce Brunsting, Todd Rosa (Hearthstone) — by telephone
Rhett Humphreys, Michael Yang (NEPC)

Discussion: Hearthstone will discuss the potential sale of two lots in Eagle, Idaho totaling 11.6 acres. These

properties are adjacent to the Spring Valley property, which is also part of Project Holdings,
LLC; however, these lots are unrelated to the Spring Valley proposed development.
Hearthstone took over management of Project Holdings from CDK in February 2015.

Staff
Recommendation: Authorize Hearthstone to consummate the sale of the two lots in Eagle, Idaho, subject to the
final approval of terms by the Executive Director.

Regular Board Meeting — Thursday, June 8, 2017
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ITEM #D5

CDK Multifamily Fund

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.

Discussion: Staff will brief the Board on the status of a possible sale of DPFP’s interest in this fund.

Regular Board Meeting — Thursday, June 8, 2017




DISCUSSION SHEET

ITEM #D6

Topic: Bank loan manager search

Attendees: Rhett Humphreys, NEPC-Partner
Keith Stronkowsky, NEPC-Senior Consultant
Michael Marzouk, Pacific Asset Management-Portfolio Manager
Michael Spitler, Pacific Asset Management-Senior Director

Discussion: After researching the managers on NEPC’s Bank Loan Focus Placement List, staff
recommends engaging Pacific Asset Management as a bank loan manager to redeploy excess
cash and to build out the Bank Loans sub-asset allocation of the Fixed Income portfolio. NEPC

concurs with this recommendation. Staff and NEPC will discuss their recommendation and
Pacific Asset Management will present their bank loan strategy to the Board.

Pacific Asset Management is a fixed income manager specializing in bank loans. Prior to 2007,
Pacific managed fixed income assets for their parent company, Pacific Life. Current assets
under management are $6.3 billion.

Staff

Recommendation: Staff recommends approving an initial investment of up to $50 million to the Pacific Asset
Management Bank Loan strategy within DPFP’s Bank Loans sub-asset allocation of the Fixed
Income asset class, with authority to increase the investment as permitted by the Investment
Policy Statement.

Regular Board Meeting — Thursday, June 8, 2017




Bank Loan Manager Recommendation




Overview

* Redeploy excess cash
« Current Bank Loans sub-allocation 2.6%/Target 6%

« Structure Study proposed hiring 1-2 additional managers
to complete the allocation

* Retain existing Bank Loan Manager, Loomis Sayles
Senior Floating Rate & Fixed Income ($57 million)
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Process

* Reviewed Bank Loan Manager Search Book with NEPC
» Conducted manager calls

* Internal analysis and further due diligence

* Debriefed with NEPC

» Spoke with References
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Recommendation

Hire Pacific Asset Management for the following considerations:

« Small, conservative manager

» High conviction security selection process
* Low default & distressed sales rates

» Strong 2008 & 2015 performance

« Consistent Returns

* Discounted Fee
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As of 3/31/17

Historical Trailing Inception

Period Returns Date 1Yr (%)

Pacific Asset Mgmt 2007 8.5 3.7 5.0 5.4 5.3
CS Leveraged Loans 9.7 3.7 4.9 5.0 4.2
S&P/LSTA Leveraged Loans 9.7 3.6 4.6 4.8 4.6

eVestment Peer Group Rank 35

Sharpe Ratio

Pacific Asset Mgmt 1.7
eVestment Peer Group Rank 36




INVESTMENT RECOMMENDATION

Date: June 8, 2016

To: DPFP Board

From: DPFP Investments Staff

Subject: Pacific Asset Management Bank Loan Strategy
Recommendation

Staff recommends approving an initial investment of up to $50 million to the Pacific Asset
Management Bank Loan strategy within DPFP’s Bank Loans sub-asset allocation of the Fixed Income
asset class, with authority to increase the investment as permitted by the Investment Policy
Statement.

Executive Summary
In anticipation of redeploying excess cash, staff requested NEPC’s Bank Loan Focus Placement List

(FPL) and manager search book to evaluate all recommended FPL managers. At the May 11, 2017
Board meeting, staff discussed initiating new investment manager searches to redeploy the excess
cash. Staff worked with NEPC on selecting an investment manager for the Bank Loans allocation,
conducted calls with managers, and spoke to several references.

Bank loans are designed for investors who desire the higher level of income than what is typically
associated with investment-grade bonds, but are less risky in comparison to high yield. Bank loans
are generally senior in the capital stack and secured with a first priority lien on all of the borrower’s
assets. Bank loans have a floating rate which will be positively impacted by the Fed rate hikes and
will reduce duration risk in the fixed income portfolio.

Current Allocation to Bank Loans is 2.61% and the target allocation is 6%. Currently, Loomis Sayles
Senior Floating Rate & Fixed Income (Loomis SFRFI) is DPFP’s only manager in the Bank Loans sub-
asset allocation. Per the Fixed Income structure study presented at the April 2016 Board meeting,
staff and NEPC proposed hiring 1-2 additional bank loan managers from a structural standpoint to
fulfill the allocation and complement our existing investment.

Process

Staff and NEPC reviewed the manager search book together and evaluated the 6 FPL managers in
depth comparing their strategies, fees, track record, performance, risk allocations, and several other
characteristics. Staff and NEPC plan to retain Loomis SFRFI for the time being and complement it
with a more conservative manager to build out the Bank Loans allocation and to redeploy the excess



cash. During the review, the managers were grouped as either conservative or aggressive. In the
conservative group are: Crescent Capital Group (Crescent), Pacific Asset Management (Pacific) and
Loomis Sayles.

To avoid confusion, the Loomis Sayles strategy that is included in NEPC’s FPL is a pure play bank
loan strategy and is considered their more conservative strategy. DPFP’s current investment in
Loomis SFRFI is considered their more aggressive bank loan strategy because it allows up to 33%
leverage, but has never used leverage since inception. Also, it is more opportunistic and has a high
yield component which allows up to 35% of the portfolio in high yield, but currently is at 7.5%.

DPFP is invested in another Loomis Sayles strategy, Global Opportunity which is held in DPFP’s
High Yield portfolio. Both investments, Loomis SFRFI and Global Opportunity, represent 6% of
DPFP’s net asset value (NAV) (approximately $136 million). Staff concluded DPFP’s manager
exposure to Loomis is ample and would not want to increase beyond that and decided to pass on
Loomis’s conservative bank loan strategy to avoid manager concentration risk and an overlap in
security holdings between Loomis’s two bank loan strategies.

Staff did further analysis and due diligence with NEPC’s assistance and selected Pacific for various
considerations discussed below.

Portfolio

Most conservative managers have similar objectives and strategies such as: seeking capital
preservation, income generation, providing downside protection and using a bottom up credit
analysis approach. Alternatively, Pacific puts a greater emphasis on macro factors when assessing
the market as their first step in the investment process providing the framework for portfolio risk
and sector positioning. Also, Pacific utilizes the bottom up credit analysis during the security
selection process which is where they add the most value. Pacific invests in the large and liquid
portion of the broadly syndicated bank loan market and targets issuers greater than $300 million
issue size and $100 million or more EBITDA.

Pacific is the smallest firm of all the FPL managers with $6.3 billion assets under management
(AUM), but is owned 100% by Pacific Life Insurance and has $2.3 billion in the bank loan strategy.
At almost 40% of firm AUM this shows that bank loans are their specialty and being smaller allows
them to be nimble and more selective in their security selection. Typical loan size is $25 million
which makes it easier for them to enter/exit an investment compared to larger size firms that have
a larger stake in an investment. They are highly selective and do not have to participate in deals if
they do not want to and can avoid being a closet indexer. They have a high conviction US centric
portfolio, only investing in about 80-150 issuers

Pacific does have a marginal allocation to high yield, currently at 6%. It has ranged from 0-10%
historically. Pacific only invests in high yield in unique circumstances, such as when the bonds are
yielding more than the bank loans and most of the time are equivalent in the capital structure as
bank loans which does not expose them to any additional risk.
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Pacific exhibits great downside protection with only 3 defaults since their inception. They were the
only manager that also provided their distressed sales in their presentation. They believe by
providing the distressed sales rate shows a secondary measure of downside risk protection and how
they protect investor’s capital. A distressed sale is defined as greater than 20 point loss from cost
(usually at par), but most of Pacific’s distressed sales were energy holdings which were sold at
seventy cents on the dollar recovering as much value as possible before the holding dropped and
traded lower. They are not scared to sell a security, more worried about downside protection,
preserving capital and generating income.

As of 3/31/17

Historical Returns % 2016 2015 2014 2013 2012 2011 2009 2008 2007

Pacific Asset Management-

Bank Loan Strategy 8.9 15 09 6.0 | 10.2 | 29 | 10.2 | 38.8 | (19.9) 3.1

S&P/LSTA Leveraged Loan 10.2 | (0.7) | 1.6 | 53 | 9.7 15 | 10.1 51.6 (29.1) NA
CS Leveraged Loan 99 | (04 21 6.2 9.4 1.8 | 10.0 | 449 | (28.8) 1.9

Pacific’s performance stood out when the benchmark was down specifically in 2015 and 2008. They
incurred higher distressed sales in 2015, selling off many energy names, which is the cause of this
strong performance and evidence of capital preservation. However, they lagged the benchmark in
2016 because they did not hold those energy names, but did not want that additional risk. Also, their
performance in 2008 was indicative of their strong focus on downside protection.

Pacific is expected to outperform during down markets with high volatility and defaults and lag on
the upside due to higher quality bias. However, Pacific’s information ratio indicates they have
consistent performance and can achieve higher returns more efficiently.

Pricing

Pacific has offered DPFP a discounted management fee of 37 basis points inclusive of any additional
fees such as audit, taxes, administration, etc. on the commingled fund from their NEPC discounted
management fee of 40 basis points. The commingled fund is over $500 million with monthly liquidity
and Pacific will waive the 3 weeks’ notice for DPFP.

Summary
Staff and NEPC agree Pacific’s bank loan strategy would be a good complement to DPFP’s existing

bank loan manager, Loomis SFRF], because it’s a conservative manager that will preserve DPFP’s
capital and generate income. Other considerations that lead to recommending Pacific include their
high conviction and selective portfolio, low default and distressed sales rates, consistent returns,
strong performance in down years, and great pricing to name a few. Additionally, NEPC ran an alpha
return correlation to measure the correlation of outperformance and Pacific is negatively correlated
to Loomis SFRFI. Lastly, Pacific conforms to the Investment Policy Statement requirements for a new
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manager. NEPC provided the rankings for Pacific versus the Floating Rate Bank Loans peer group
and Pacific ranked 36th for the Sharpe ratio and 35th for the 3 year trailing return relative to their
peers. Approving an initial investment of $50 million would also bring the Bank Loans sub-asset
allocation closer to the 6% target.
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To: Trustees & Staff
Dallas Police & Fire Pension System (DPFP)

From: Rhett Humphreys, CFA, Partner
Keith Stronkowsky, CFA, Sr. Consultant
Date: June 8, 2017
Subject: Bank Loans Allocation
BACKGROUND:

In March 2016, DPFP approved a new long-term strategic Asset Allocation plan which
calls for a 6% target allocation to Bank Loans within the liquid portion of the Fixed
Income portfolio. As a reminder, Bank Loans are senior secured, floating rate debt
instruments that provide increased current income (yield) to the portfolio without
adding duration risk. Yields are typically 3-month LIBOR + several percentage points.

Currently, DPFP has approximately $57 million (~2.7% of total assets) invested in the
Bank Loan space via the Loomis Sayles Senior Rate and Fixed Income Fund (Loomis).
While this fund targets a majority position to bank loans, Loomis has the flexibility to
tactically invest in other out-of-benchmark fixed income assets (e.g., high vyield,
emerging market debt, and non-U.S. issuers) in an attempt to either be defensive or
to enhance returns. The minimum bank loan position is set at 65%. The fund also
has the ability to use leverage.

Loomis’ minimum threshold to bank loans along with the portfolio’s yield and duration
characteristics combine to make it a suitable component of the DPFP’s Bank Loan
allocation. To further develop the full 6% to Bank Loans, NEPC has recommended
that DPFP engage a manager search process with the goal of identifying a
complementary Bank Loan manager.

MANAGER SEARCH PROCESS & FINDINGS:

Over the past several months, NEPC and Staff has conducted research and due
diligence on potential managers to complete the allocation to the Bank Loan space,
including:

e A review of NEPC’s Bank Loan Focused Placement List (FPL) of preferred
strategies—this is a group of strategies that NEPC expects will provide
positive net-of-fee alpha over the long term.

e Additional due diligence meetings with potential candidates and analysis
of DPFP’s existing investment with Loomis.

We find the flexibility of Loomis’ mandate to be attractive. However, we also believe
that an allocation to a more “pure play” bank loan manager is an important piece to
the formation of a more complete long-term portfolio in the floating rate space. After
the review and due diligence mentioned above, we found that Pacific Asset
Management’s bank loan strategy (Pacific), which targets the largest and most liquid
issuers in the bank loan universe, to be a good complement to Loomis’. In fact,

BOSTON | ATLANTA | CHARLOTTE | CHICAGO | DETROIT | LAS VEGAS | SAN FRANCISCO
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further analysis showed negatively correlated alphas between the two, further
supporting the diversification benefits of adding Pacific to the portfolio.

Pacific also meets the following criteria as set forth in DPFP’s Investment Policy
Statement:

e Sharpe ratio generally would exceed 0.3, which may not be possible
following a prolonged bear market in that respective market, and must
exceed 50% of its peer group over a three year rolling period. (As of
3/31/17).

e Three year rolling total return, on a net of fee basis, must exceed 50% of its
peer group. (As of 3/31/2017).

RECOMMENDATION:

After completion of the review of NEPC’s Bank Loan Focused Placement List (FPL),
additional due diligence of potential candidates, and analysis of DPFP’s existing
floating rate portfolio, we concur with Staff's view that Pacific would be an ideal
candidate to fill the remaining portion of the 6% Bank Loan target allocation, and
accordingly, NEPC recommends that the Board retain Pacific for this purpose.
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PACIFIC ASSET MANAGEMENT
Corporate (Bank) Loan Strategy
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Pacific Asset Management

INVESTMENT PROFESSIONALS

Michael Marzouk, CFA

Michael is a Managing Director and Bank Loan Portfolio Manager. In addition, Michael has credit research responsibilities
across select sectors. Prior to joining Pacific Asset Management in 2007, Michael worked in investment banking most
recently as Vice President in the Leveraged Finance Group at Royal Bank of Scotland. During his tenure in investment
banking, Michael’s experience included leveraged buy-outs and merger and acquisitions advisory work. He received his B.A.
summa cum laude in Business-Economics from UCLA and his MBA from the Anderson School of Management at UCLA.
Michael is a CFA Charterholder and member of the CFA Society of Los Angeles.

Michael Spitler, CFA

Michael is a Senior Director, responsible for institutional business development, product, and account management. Prior to
joining Pacific Asset Management in 2011, from 2004-2010, Michael was a fixed income product and account manager for
the Macquarie Funds Group in Los Angeles. Michael is a specialist in fixed income with a particular emphasis on credit
strategies. Michael holds a BS in Business from Sacramento State University and completed part of his undergraduate
coursework at the London School of Economics and the University of Pittsburgh’s foreign study program. Michael is a CFA
Charterholder and member of the CFA Society of Los Angeles.
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Summary

BANK LOAN STRATEGY

Pacific Asset Management has specialized in bank loans since our founding with investment professionals managing loan
investments for multiple decades.

Our philosophy is to participate to the upside while seeking to mitigate downside risk through a selective approach focused on the
larger issuers.

Our investment process has led to strong historical performance and downside risk protection relative to peers, notably in periods
of negative market performance. The Strategy has outperformed 84% of its peer group since inception.!

We greatly value the opportunity to present today. The chance to work with the Dallas Police and Fire Pension System is a
significant opportunity for our business.

Thank you,
Michael Marzouk, CFA Michael Spitler, CFA
Managing Director Senior Director

‘% PAC[ Flc 1. Source: eVestment Alliance U.S. Floating Rate Loan Peer Group as of March 31, 2017.

ASSET MANAGEMENT



%PACIFIC

ASSET MANAGEMENT

PACIFIC ASSET MANAGEMENT

Section 1




Pacific Asset Management

INTRODUCTION

Founded in 2007

Located in Newport Beach, California
$6.3bn assets under management?
Focused on corporate credit

A subsidiary of Pacific Life Insurance Company?

18 investment professionals I ACI I IC

Commitment to manage capacity ASSET MANAGEMENT

%PACIFIC P ——

ASSET MANAGEMENT 2. Pacific Asset Management is a business division and d/b/a of Pacific Life Fund Advisors, LLC




Pacific Asset Management

ORGANIZATION

% PACIFIC

A subsidiary of Pacific Life ASSET MANAGEMENT

Insurance Company

Institutional fixed income
management with a focus on

corporate credit JP Leasure Dominic Nolan, CFA
) . Senior Managing Director Senior Managing Director
Managing Directors average (20/MBA) (17/MBA)
over 20 years of industry
experience

Managing team has meaningful

stake fn e'nterprise value of Bob Boyd Brian Robertson, CFA Michael Marzouk, CFA David Weismiller, CFA
organization Managing Director Managing Director Managing Director Managing Director
(18/MBA) (13/BA) (19/MBA) (19/MBA)

Rex Olson, CFA Michael Lonia Ying Qiu, CFA Michael Long
Sr. Managing Director Managing Director Managing Director Managing Director
(29/MBA) (13/MBA) (17/MBA) (32/MBA)

John Brueggemann Matthew Cecil Shalini Viswanathan, CFA Michael Spitler, CFA
Analyst Director Senior Analyst Senior Director
(4/BS) (11/MBA) (9/MBA) (13/BS)

Megan Hyland Tommy Zhang, CPA Ronald Rangel* Valerie Chang?
Associate Analyst Analyst Trade Assistant
(2/BS) (4/BA)

‘% PACI Flc Information in parentheses indicates number of years experience/highest academic degree obtained.

ASSET MANAGEMENT 1. Pending hire to start 2Q17



Research Structure

Pacific Asset Management’s
research team is organized by
industry

Industry based research
structure provides our team a
unique perspective on relative
value across credit quality and
capital structures

Integration between PMs and
analysts provides for a fluid
transfer of information

Due to the size of our
infrastructure and parent,
Pacific Asset Management
receives similar access to deal
flow, street research, and
access as much larger firms

PACIFIC ASSET MANAGEMENT

Bob Boyd

e Leisure
e Restaurants

David Weismiller, CFA

o Utilities

Michael Lonia

* Rails

Michael Marzouk, CFA Michael Long

* REITs

Brian Robertson, CFA

¢ Packaging
¢ Paper & Forest Products

Shalini Viswanathan, CFA

¢ Healthcare

e Pharma

e Technology

* Aerospace/Defense

* Wireline

Gaming

Lodging

Food & Beverages
Cons. Products/Services

Ying Qiu, CFA

e ABS
* Airlines / Aircraft

Rex Olson, CFA

Autos

Financials

Media Cable/Non-Cable
Wireless

John Brueggemann

* Retail

e Energy

e Construction Machinery
* Diversified Manufacturing

Tommy Zhang

Chemicals

Metals & Mining
Homebuilders
Building Materials

%PACIFIC
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Pacific Asset Management

STRATEGIES
Focus on corporate debt AUM By Strategy AUM (Sm) Vehicle Availability?
Slaleeiest Bank Loan Strategies! 2,508 SA, CF, MF
Primary disciplines are bank Core Plus Bond Strategy 1,107 SA, MF
loans, high yield, and corporate High Yield Bond Strategy 914 SA, MF
debt. Investment Grade Strategies? 882 SA
Our single investment team Short Duration Strategies? 338 SA, MF
evaluates the entire capital Strategic Credit Strategy 336 SA, MF
structure of corporate debt.
Structured Products 194 CLO, ETF
Business is diversified among Limited Duration High Income Strategy 33 SA, MF
institutional clients, mutual Total AUM 6.312
’

funds, and sub-advisory.

Structured Products

$194m 7,000 7 firm AUM (Sm) by discipline
Sub-Advisory Mutual Funds 6,000 -
$1,615m $2,579m 5,000 -
4,000 -
3,000 -
2,000 -
1,000 -
Institutional
0 -
$1,924m
2007 2009 2011 2013 2015 2017
B Structured Products M Investment Grade
M High Yield M Bank Loan
PAC[ Flc 1 Contains two bank loan composites; 2 Contains investment grade bond composite, intermediate credit composite, intermediate gov/credit composite,
ASSET MANAGEMENT custom intermediate composite; 3 Contains two short duration composites; 4 Separate Accounts (“SA”); Commingled Private Fund (“CF”); Registered

Mutual Fund (“MF”); Collateralized Loan Obligation (“CLO”); Exchange Trade Fund (“ETF”)
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Corporate (Bank) Loan Strategy

STRATEGY DIFFERENTIATORS

We believe our differentiation is a focus on larger companies, selectivity, and downside risk management.

We focus on the larger issue/facility sizes with no exposure to middle-market or mezzanine type issuers. Our process screens out
issuers that are less than $300m in facility size or $100m in EBITDA. We do not invest in non-USD securities or CLO's.

We seek a highly selective portfolio of 80-150 issuers. We hold meaningful positions in companies with a fundamental catalyst for
outperformance.

We actively seek to minimize defaults and downside risk by focusing on large companies with a margin of safety. Since its
inception (2007), the Strategy has had three defaults and meaningful outperformance in periods of negative market returns.

%PACIFIC

ASSET MANAGEMENT



Corporate (Bank) Loan Strategy

INVESTMENT TENETS

Fundamental analysis

The core of our process evaluates companies in a rigorous framework of bottom up credit analysis. We seek a high degree
of comfort and understanding of the business, fundamentals, management, industry dynamics, and downside risk.

Selective construction

We believe security selection drives returns. We hold meaningful positions (80-150 issuers) in high conviction companies
having a fundamental catalyst for outperformance.

Top-down market assessment

We incorporate top-down views into portfolio strategy to identify risks and opportunities over the medium term. Current
top-down views include U.S. domestic earnings focus, and limiting exposure to European and Asian centric revenues.

Capital preservation

We actively seek to minimize defaults by focusing on large-cap companies with a margin of safety and downside risk
protection. The Strategy has had three defaults versus 258 for the benchmark? since inception.

Team approach
Investment professionals have worked together since inception, and prior to forming the firm through Pacific Life’s

Investment Management Division. We believe in a collaborative process of idea vetting, challenge, and discussion amongst
individuals who have worked together for 17 years on average.

‘% PACI Flc 1. Strategy defaults are benchmarked against the Moody’s bank loan issuer universe, as of March 31, 2017
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Investment Process

PACIFIC ASSET MANAGEMENT

We assess the economic climate to identify potential headwinds and tailwinds. This
Market Assessment assessment is used as a framework to determine portfolio risk positioning.

Sect All ti We identify potential economic impacts on various sectors and consider secular trends in
ector ocation the industries. These considerations drive our sector allocation.

We utilize a team approach with close communication between Portfolio Management
and Research to promote idea generation.

F d t I A Ivsi The bottom-up approach comes into play during our security selection. We perform
undamenta nalysis fundamental credit analysis on each company and a relative value analysis .

| t t Decisi Our team draws on the group’s experience which provides a blend of investment insight
nvestmen ecision and perspective. We strive for consensus and thoroughly vet each investment we make.

We consistently monitor the portfolio and utilize performance attribution analysis as a
quantitative check on the results of our decision making process.

- -
1 1 1
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PACIFIC ASSET MANAGEMENT

Market

Assessment

Sector
Allocation

Screen

Fundamental
Analysis

Investment Process

Investment
Decision

Monitor

Portfolio Risk
Position
Determined

Formal Risk
Weighting

OAS
Credit Quality

Macro Landscape
Corporate Health
Relative Value
Government policy
Global Events
Market technicals

Trends in interest

rates

Weekly Sector
Reviews

Sector Weightings
Current Holdings

Short/Long Term
outlook

Key Themes
Industry Dynamics

Investment Thesis

Initial screen by
Portfolio Managers &
Research Team

Investment
opportunities
focused on larger
issuers and facilities

Primary market
Secondary market

Research

Credit Underwriting
Process

Industry dynamics

Competitive position

Cost structure

Management

Collateral

Capital Structure

Recommendations
presented to
Investment Team

Investment Merits
Risk/Reward Profile
Relative Value

vs. Sector

vs. Benchmark

vs. Credit Quality
Catalyst

Investment Horizon

Final decision and
weighting determined
by Portfolio Managers

W,

Daily discussion of
market variables

Daily credit meetings

Portfolio reviews

Written assessment
of quarterly earnings
and material events

Distressed credits
are re-underwritten

*
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LLoan Selection Process

PACIFIC ASSET MANAGEMENT

Fundamental Analysis Investment Decision

: u LA . w
Bank Loan Loan Credit Loan Capital Loan Catalyst
. Facilities Analysis Structure Structure Economics c
Universe reater than Fundamentals Portfolio
}g } Leverage Guarantor Enterprise } Price Amend/Extend
1,200 [ g $300mm 5 Free Cash Group Value ' Coupon Potential 80-150
Companies 90% of index flow Collateral 1 Lien Yield Capital Markets Loans
market value Competitive Financial Coverage Relative Take-out
EBITDA Position Covenants Junior Bonds Value
greater than Industry Equity
$100mm Dynamics
Management

%PACIFIC
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Performance

CORPORATE (BANK) LOAN STRATEGY COMPOSITE

Annualized — Ending 1Q17 1Year 2Year 3Year 4Year 5Year 6Year 7Year 8 Year 9 Year 10 Year Inception

Corporate (Bank) Loan Strategy (Gross) 893 535 412 438 538 523 587 845 6,51 572 5.82
Corporate (Bank) Loan Strategy (Net) 839 483 361 386 486 471 534 792 598 519 5.30
Credit Suisse Leveraged Loan Index 9.74 418 372 405 488 450 502 897 544 424 4.34
eVestment U.S. Floating Rate Loan Peer Group 49 19 38 39 35 33 36 59 27 15 16

Calendar Year Performance 1Q17 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007
Corporate (Bank) Loan Strategy (Gross) 142 933 185 126 6.43 1069 3.29 10.67 39.30 -19.55 3.50
Corporate (Bank) Loan Strategy (Net) 130 879 134 0.76 591 10.14 2.78 10.12 38.62 -19.96 2.99
Credit Suisse Leveraged Loan Index 120 983 -038 206 615 943 1.82 997 44387 -28.75 1.88
eVestment U.S. Floating Rate Loan Peer Group 21 53 23 76 44 35 37 47 68 4 22

‘% PACI Flc Inception of the Strategy was January 1, 2007.

ASSET MANAGEMENT Past performance is m'J guarantee, prediction or indication of future results.
Source: eVestment Alliance as of March 31, 2017.



Strategy Default Experience

HISTORICALLY LOW DEFAULT RATE

We believe loss avoidance is a 18 -
critical factor in our long term 3 B Corporate (Bank) Loan Strategy Default Rate
performance. % 16 1 B Moody's Loan Issuer Default Rate
&‘E 14 -
Since inception, the Strategy £ 12 -
has experienced three defaults, o
two occurring in 2009 and one a 10 - Since Inception the Strategy
in 2017. T 8 - has had only three defaults.
S
The since inception default rate g
is 0.45% versus the Moody . 4 —
Default rate of 3.41% during 2 9 -
the same time period. 2 I I u
O - T T - T T T - T . T
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 YTD 17
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Strategy Distressed Sales Rate (%)! 0 0 2.46 0 0 0 0.87 0 459 0.87 0
Strategy Issuer Default Rate (%)? 0 0 3.92 0 0 0 0 0 0 0 0.90
Moody’s Issuer Default Rate (%) 0.30 354 119 275 060 3.12 237 093 197 246 195
Strategy Number of Issuer Defaults 0 0 2 0 0 0 0 0 0 0 1
Moody’s Number of Issuer Defaults 2 31 101 21 4 21 17 8 21 31 1

% PACIFIC swwwsowaasizon

ASSET MANAGEMENT 1.  Distressed Sales Rate is calculated on an annual basis. PAM defines a distressed sale as a greater than 20 point loss from cost.
2. Idearc, Charter Communications, Ocean Rig
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Strategy Attribution

1Q17 PERFORMANCE

The Strategy outperformed the benchmark for the quarter due to security selection and credit quality allocations. In particular,
security selection in the Metals/Minerals, Healthcare, and Media/Cable sectors were strong contributors to performance.

Overweight's to Housing, Forest Products/Containers, and Manufacturing were additive to performance while underweights to
Service and Consumer Non-Durables detracted. The Strategy’s focus on larger issuers (Large-Cap Loans) detracted from
performance as smaller issue/facility sizes outperformed.

The Strategy’s since inception default rate is 0.45% versus the Moody’s issuer weighted default rate over the same time period of
3.41%.

0, -
3.0% W Strategy Composite Returns (Gross of Fees)
2.5% - ECS Leveraged Loan Index

2.0%
1.5%
1.0%
0.5%
0.0%
-0.5%
-1.0%

-1.5% -
Apr-15  Jun-15 Aug-15 Oct-15 Dec-15 Feb-16 Apr-16 Jun-16 Aug-16 Oct-16 Dec-16 Feb-17
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Strategy Characteristics

ASSET ALLOCATION

4Q16 1Q17
Bank Loans 94 96 95 97 95 96 95 93 95 95 93 90 100
High Yield Bonds 5 2 2 2 2 1 3 4 4 4 6 6 0
Corporate Bonds 0 0 0 0 0 1 1 2 0 0 0 0 0
Cash 1 1 4 2 3 2 2 1 1 2 1 4 0

4Q16 1Q17
Duration 0.42 0.37 0.30 0.29 0.29 0.32 0.39 0.47 0.40 0.37 0.44 0.40 0.25

Average Maturity 5.38 4.78 4.89 4.90 4.92 4.91 4.76 4.86 4.99 5.10 5.31 5.12 4.73
Average Price (S) 100.63 99.25 98.10 99.20 99.15 99.00 97.78 99.08 99.06 99.72 100.64 100.14 97.51

Coupon (%) 5.14 5.16 4.75 4.77 4.58 4.55 4.52 4.66 4.81 5.05 5.31 5.19 4.86
Effective Yield (4yr) 5.39 5.46 5.31 5.04 4.86 4.85 5.17 4.95 5.07 5.09 5.15 5.15 5.45
Average Quality B+ B+ B+ B+ B+ BB- BB- BB- B+ B+ B+ B+ BB-
Number of Issues 113 101 113 118 126 124 118 118 135 141 165 146 1,497
Number of Issuers 104 92 98 107 107 104 93 98 107 108 123 108 1,205
4Q16 1Qi17

BBB 2 2 2 3 0 2 8 6 2 3 1 4 8
BB 24 26 34 38 42 49 49 49 45 36 33 33 41
B 60 61 51 50 48 40 35 39 47 54 54 49 42
CCC 12 8 8 7 7 7 6 5 5 5 9 10 5
CC and below 0 0 0 0 0 0 0 0 0 0 2 0 2
NR 2 1 1 0 0 0 0 0 0 0 0 0 2
Cash 1 1 4 2 3 2 2 1 1 2 1 4 0

%PACIFIC

ASSET MANAGEMENT 1. Credit Suisse Leveraged Loan Index



Strategy Characteristics

FACILITY SIZES AND SECTOR WEIGHTS

By Facility/Loan Size 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 1Q17 Index!
$300m or less 1 2 1 1 0 0 0 1 0 0 1 1 6
$301-500m 12 10 10 10 10 10 8 7 7 6 4 5 12
$501m-$1bn 34 28 25 25 23 20 18 19 21 19 19 16 21
$1-5bn 48 52 53 56 60 63 61 61 65 67 67 69 54
S5bn+ 5 8 11 9 7 7 13 11 8 7 9 9 6
Sector Weights (%) 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15 4Q15 1Qi16 2Q16 3Q16 4Q16 1Q17 Index
Aerospace 6 4 3 3 4 5 4 2 3 1 0 0 2
Chemicals 3 7 7 4 4 3 3 3 5 5 5 5 3
Consumer Durables 0 0 0 0 0 0 0 0 0 0 0 0 1
Consumer Non-Durables 0 0 0 0 0 0 0 0 1 1 0 0 2
Energy 5 8 3 2 1 0 0 0 1 3 4 5 4
Financial 5 3 1 1 2 3 3 3 5 3 4 6 5
Food And Drug 7 4 7 6 5 5 4 3 3 4 4 3 1
Food/Tobacco 5 5 6 6 5 5 6 6 7 5 5 4 4
Forest Products 5 7 6 6 8 8 9 8 8 5 7 7 2
Gaming/Leisure 8 10 7 7 7 6 6 6 4 4 5 6 6
Healthcare 5 4 8 8 7 7 4 10 7 7 3 4 13
Housing 5 3 10 10 10 11 11 10 8 10 8 8 3
Information Technology 3 1 0 4 3 4 7 7 10 11 10 13 10
Manufacturing 8 6 6 6 8 8 7 5 5 7 8 8 5
Media/Telecom 3 6 9 8 10 10 8 10 11 10 16
Metals/Minerals 4 1 1 2 1 1 0 0 0 0 2 1 1
Retail 12 11 8 11 12 11 11 9 7 7 7 3 5
Service 8 15 12 12 11 12 12 13 14 11 11 10 11
Transportation 5 1 1 1 1 1 3 2 2 1 1 3
Utility 0 0 0 0 0 0 0 2 3 4 4

% PACI Flc 1. Credit Suisse Leveraged Loan Index
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Strategy Positioning

PORTFOLIO THEMES

¢ We remain focused on U.S. domestic companies given an outlook of better U.S. growth relative to Europe and Asia.

e We are modestly underweight risk as compared to our benchmark by effective yield (5.15% versus 5.45%). However, our
underweight in yield is driven by our limited exposure to distressed issuers. We are focused on the performing part of the
bank loan market.

¢ We are overweight Housing, Manufacturing and underweight Service, and Consumer Non-Durables. The Strategy has a
neutral weighting within the Energy sector.

* We are focused on the larger issuers within the bank loan index with 78% of the Strategy in loans/facility sizes over $1bn
versus 60% for the benchmark. We hold no CLO, middle market, or non-USD securities.

e While return profiles are expected to be a coupon like 4-6% in 2017, bank loans have proven to be a low volatility, credit
focused asset class, that can diversify traditional fixed income.

%PACIFIC
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Strategy Strategy CS Leveraged . . . Composite Size % of Total Firm Assets

(Gross) (Net) Loan Index it lLLE Dispersion (Sm) Firm Assets (Sm)
1Q17 1.42 1.30 1.20 6 0.70 2,332 36.94 6,312
2016 9.33 8.79 9.88 6 0.56 2,026 34.98 5,792
2015 1.85 1.34 -0.38 7 0.40 1,942 35.32 5,499
2014 1.26 0.76 2.06 <5 N/A 1,849 38.64 4,785
2013 6.43 5.91 6.15 <5 N/A 1,378 30.09 4,450
2012 10.69 10.14 9.43 <5 N/A 365 11.38 3,207
2011 3.29 2.78 1.82 <5 N/A 225 7.81 2,880
2010 10.67 10.12 9.97 <5 N/A 242 9.60 2,519
2009 39.30 38.62 44.87 <5 N/A 189 6.98 2,706
2008 -19.55 -19.96 -28.75 <5 N/A 159 6.06 2,623
2007 3.50 2.99 1.88 <5 N/A 178 62.89 283

COMPLIANCE STATEMENT. Pacific Asset Management claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report
in compliance with the GIPS standards. Pacific Asset Management has been independently verified for the periods of 2007 through 2015. Verification assesses whether (i) the
Firm has complied with all the composite construction requirements of the GIPS standards on a Firm-wide basis and (ii) the Firm’s policies and procedures are designed to
calculate and present performance in compliance with the GIPS standards. The Corporate (Bank) Loan Composite has been examined for the periods of 2007 through 2015. The
verification and performance examination reports are available upon request.

FIRM DEFINITION. Pacific Asset Management (the “firm”) is a business division of Pacific Life Fund Advisors LLC (PLFA), an SEC registered investment adviser and a subsidiary of
Pacific Life Insurance Company (Pacific Life). The firm, as defined for compliance with GIPS, includes assets managed by the investment professionals of Pacific Asset Management
for Pacific Life and for clients of Pacific Asset Management.

COMPOSITE DESCRIPTION. The Corporate (Bank) Loan Composite consists of fixed income portfolios comprised of primarily the bank debt of non-investment grade companies
managed with a view towards current income. The Corporate (Bank) Loan Composite includes all actual, fully discretionary bank loan portfolios managed by Pacific Asset
Management that meet the following criteria: minimum asset level of S5 million and no material client restrictions. For comparison purposes, the Corporate Bank Loan Composite
is measured against the Credit Suisse Leveraged Loan Index.

BENCHMARK. The Credit Suisse Leveraged Loan Index is an index designed to mirror the investable universe of the U.S. dollar denominated leveraged loan market. Index returns
assume reinvestment of all dividends and distributions, if any. The index is unmanaged, has no fees and is not available for investment. Comparisons of returns to a benchmark
index may be of limited value for various reasons. For example, indices not presented herein may have performed better (or worse) than the one used in the comparisons. There
may be differences in the types of assets contained in such investment vehicles and those in the index. The performance information is not audited and accordingly no assurance
is given with respect to its accuracy.

%PACIFIC
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CURRENCY. Valuations are computed and performance is reported in U.S. dollars.

PERFORMANCE. All calculations are on a total return basis and includes the reinvestment of all income. Actual performance results may differ from composite returns,
depending on the size of the account, investment guidelines and/or restrictions, inception date and other factors. Past performance is not indicative of future results. As with
any investment vehicle, there is always the potential for gains as well as the possibility of losses.

FEES AND FEE SCHEDULE. Gross-of-fee returns are presented before management and custodial fees but after all trading expenses. Net-of-fee returns are presented after
management fees and trading expenses. Net performance is calculated using the highest applicable fee as shown in the fee schedule provided. The treatment of withholding
tax on dividends, interest income and capital gains, if applicable have not been considered in the performance calculations and are subject to each investors tax situation. The
fee schedule, as stated in our ADV Part Il, for portfolios in the Corporate Bank Loan Composite is: First $100 million 0.50%, next $100 million 0.40%, excess 0.30%.

EX-POST STANDARD DEVIATION. The three-year annualized ex-post standard deviation measures the variability of the composite and the benchmark returns over the
preceding 36-month period, if available. The standard deviation of the composite and benchmark as of each year end is as follows:

Composite 3-year Standard Benchmark 3-year
Deviation (%) Standard Deviation (%)
2016 2.40 2.82
2015 2.11 2.07
2014 2.18 1.92
2013 4.12 3.51
2012 4.66 4.07
2011 7.74 7.52
2010 11.66 12.92
2009 11.75 12.93
2008 N/A N/A
2007 N/A N/A

POLICIES. Valuation, Calculation Methodology, and Presentation and Reporting Policies are available upon request.

LIST OF COMPOSITES. A complete list and description of Pacific Asset Management’s composites are available upon request.
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Important Disclosures

The Information presented herein has been provided by Pacific Asset Management. It has been provided for one-on-one presentation purposes only
and is not for distribution.

This information is intended for sophisticated investors who will understand and accept its inherent limitations, and will use it only for the purpose of
discussing preliminary interest in Pacific Asset Management. This material is not a solicitation of any offer to buy or sell any security, commodity or
other financial instrument (or related derivative) or to participate in any trading strategy.

Pacific Asset Management, formed on May 30, 2007, is a division and d/b/a of Pacific Life Fund Advisors LLC (PLFA), an SEC registered investment
adviser and subsidiary of Pacific Life Insurance Company (Pacific Life). Investment professionals at Pacific Asset Management also have investment
responsibilities at Pacific Life. The firm, as defined, includes assets managed at Pacific Life by the investment professionals of Pacific Asset
Management and assets managed within Pacific Asset Management.

. The Credit Suisse Leveraged Loan Index is an index designed to mirror the investable universe of the U.S. dollar denominated leveraged loan market.
Index returns assume reinvestment of all dividends and distributions, if any.

. The indices are unmanaged, have no fees and are not available for investment. Comparisons of returns to a benchmark index may be of limited value
for various reasons. For example, indices not presented herein may have performed better (or worse) than the one used in the comparisons. There
may be differences in the types of assets contained in such investment vehicles and those in the index. The performance information is not audited
and accordingly no assurance is given with respect to its accuracy.
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Dallas Police & Fire Pension System
As of 12/31/2016

U.S. RE IRR DPI TVPI Quartile Rank

Vintage  Sample ‘ 1st 3rd 1st 3rd 1st 3rd ‘
Fund Name Year Size Fund Quartile  Median Quartile Fund Quartile Median Quartile|[ Fund Quartile Median Quartile IRR DPI TVPI Benchmark
CDK Multifamily I 2014 35 1.22% 14.82% 11.42% 7.33% 0.00x 0.15x 0.06x 0.00x 1.03x 1.21x  1.15x 1.08x 4 4 4 U.S RE
Hearthstone MS II Homebuilding Investors 1999 16 26.70% 17.81% 10.22% 9.23% 1.38x 1.78x 1.46x 1.40x 1.38x 1.81x 1.48x 1.40x 1 4 4 U.S RE
Hearthstone MS III Homebuilding Investors 2003 25 24.71% 20.10% 10.81% -1.62% 1.22x 1.76x 1.39x 0.91x 1.27x 1.76x  1.52x 0.91x 1 3 3 U.S RE
European RE IRR DPI TVPI Quartile Rank
Vintage Sample 1st 3rd 1st 3rd 1st 3rd
Fund Name Year Size Quartile  Median Quartile Fund Quartile Median Quartile|[ Fund Quartile Median Quartile IRR DPI TVPI Benchmark
M&G Real Estate Debt Fund II 2013 12 -16.48% 6.81% -0.32% -2.71% 0.23x 0.27x 0.20x 0.04x 0.80x 1.12x  0.99x 0.93x 4 2 4 European RE
Global RE IRR DPI TVPI Quartile Rank

Vintage Sample 1st 3rd 1st 1st

Fund Name Year Size Quartile Median Quartile Quartile Median Quartile Quartile Median Quartile R DPI Benchmark
Lone Star Fund III (U.S.), L.P. 2000 17 31.88% 24.23% 18.37% 13.29% 2.05x 2.18x 1.53x 1.37x 2.05x 2.19x 1.75x 1.46x 1 2 2 Global RE
Lone Star Fund IV (U.S.), L.P. 2001 21 30.15% 25.99% 18.82% 7.95% 2.30x 1.89x 1.65x 1.30x 2.30x 1.89x  1.65x 1.43x 1 1 1 Global RE
Lone Star Fund V (U.S.), L.P. 2005 66 -1.40% 2.53% -1.49% -7.76% 0.77x 1.07x 0.72x 0.46x 0.93x 1.20x  0.92x 0.68x 2 2 2 Global RE
Lone Star Fund VI (U.S.), L.P. 2008 51 21.98% 11.96% 8.04% 4.87% 1.34x 1.42x 1.10x 0.71x 1.59x 1.56x  1.38x 1.25x 1 2 1 Global RE
Lone Star Real Estate Fund (U.S.), L.P. 2008 51 5.19% 11.96% 8.04% 4.87% 1.10x 1.42x 1.10x 0.71x 1.23x 1.56x  1.38x 1.25x 3 3 4 Global RE
Lone Star Real Estate Fund II 2011 53 24.96% 21.26% 16.44% 12.81% 1.34x 1.29x 1.09x 0.71x 1.48x 1.71x  1.49x 1.37x 1 1 3 Global RE
Lone Star Real Estate Fund III 2014 47 9.19% 14.09% 8.59% 1.39% 0.51x 0.15x 0.07x 0.01x 1.14x 1.19x 1.12x 1.02x 2 1 2 Global RE
Infrastructure IRR DPI TVPI Quartile Rank
Vintage Sample 1st 3rd 1st 3rd 1st 3rd
Fund Name Year Size Quartile  Median Quartile Quartile Median Quartile Quartile Median Quartile Benchmark
AIRRO 2008 9 2.47% 12.48% 7.83% 6.32% 0.13x 0.61x 0.50x 0.41x 1.14x 1.54x 1.51x 1.36x 4 4 4 Infrastructure
AIRRO II 2013 8 -15.68% === === === 0.00x === —== —== 0.60x === === === NA NA NA Infrastructure
J.P. Morgan Maritime Fund, L.P. 2009 3 -22.98% --- --- --- 0.06x --- --- --- 0.59x --- --- --- NA NA NA Infrastructure
JP Morgan Infrastructure Investments Fund 2007 7 2.23% === === === 0.35x === === === 1.17x === === === NA NA NA Infrastructure
LBJ Infrastructure Group Holding, LLC (LBJ) 2009 3 1.04% --- --- --- 0.04x --- --- --- 1.04x --- --- --- NA NA NA Infrastructure
NTE 3a-3b 2012 9 16.03% 21.20% 7.46% 2.03% 1.18x 0.49x 0.16x 0.09x 1.18x 1.47x 1.15x 1.04x 2 1 2 Infrastructure
NTE Mobility Partners Holding, LLC (NTE) 2009 3 1.11% --- --- --- 0.05x --- --- --- 1.05x --- --- --- NA NA NA Infrastructure
RREEF North American Infrastructure Fund 2007 7 12.59% === 8.11% === 1.09x === 0.58x === 1.09x === 1.42x === NA NA NA Infrastructure
Note:

Benchmark data is from Thomson One/Cambridge Associates as of 12.31.16
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