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AGENDA 

 
 

Date: June 7, 2019  
 
 
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 13, 2019, in the Second Floor Board Room at 4100 Harry 
Hines Boulevard, Dallas, Texas. Items of the following agenda will be presented to the Board: 
 
A. MOMENT OF SILENCE 

 
 

B. CONSENT AGENDA 
 
  1. Approval of Minutes 
 

a. Required Public meeting of May 9, 2019 
b. Regular meeting of May 9, 2019 

 
  2. Approval of Refunds of Contributions for the Month of May 2019 
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  3. Approval of Activity in the Deferred Retirement Option Plan (DROP) for June 
2019 

 
  4. Approval of Estate Settlements 
 
  5. Approval of Survivor Benefits 
 
  6. Approval of Service Retirements 
 
  7. Approval of Alternate Payee Benefits 
 
  8. Approval of Earnings Test 
 

 
C. DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR INDIVIDUAL 

CONSIDERATION 
 
  1. Board Chairman, Vice Chairman and Deputy Vice Chairman Election 
 
  2. January 1, 2019 Actuarial Valuation Assumptions  
 
  3. Staff Retirement Plan 
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  4. Review Fire Fighter Trustee applicant qualifications 
 

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

 
  5. Monthly Contribution Report 
 
  6. Audit Status 
 
  7. Legislative Update 
 
  8. Board approval of Trustee education and travel 
 

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

 
  9. Portfolio Update 
 
10. First Quarter 2019 Investment Performance Analysis and Fourth Quarter 2018 

Private Markets & Real Assets Review 
 

11. Hearthstone Portfolio Update and Possible Sale 
 

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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12. Natural Resources Overview - Hancock 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. 

 
13. 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. 

 
14. 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 Eddington et al. v. 
DPFP et al., USERRA contributions owed by the City of Dallas 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. 
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D. BRIEFING ITEMS 
 
  1. Reports and concerns of active members and pensioners of the Dallas Police and 

Fire Pension System 
 
  2. Executive Director’s report 

 

a. Associations’ newsletters 
• NCPERS Monitor (May 2019) 
• NCPERS PERSist (Spring 2019) 

b. Open Records 
c. Nominations Committee Update 
d. Employee Service Award 
e. Executive Performance Evaluation Input 

 
 
 
 
 
 
 
 

 
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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Regular Board Meeting – Thursday, June 13, 2019 

 

MOMENT OF SILENCE 
 

In memory of our Members and Pensioners who recently passed away 
 

 

 
 

NAME ACTIVE/ 

RETIRED 

DEPARTMENT DATE OF DEATH 

Stephen S. Comstra 

Bob L. Jones 

John L. Blume 

Henry L. Ellison 

Jerry W. Foster 

Jon P. Whatley 

Grady C. Ford 

Jerry D. Morgan 

Tommy G. Wyatt 

Active 

Retired 

Retired 

Retired 

Retired 

Retired 

Retired 

Retired 

Retired 

Police 

Police 

Fire 

Police 

Police 

Fire 

Police 

Fire 

Fire 

May 2, 2019 

May 3, 2019 

May 5, 2019 

May 7, 2019 

May 8, 2019 

May 10, 2019 

May 15, 2019 

May 19, 2019 

May 22, 2019 
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Dallas Police and Fire Pension System 
Thursday, May 9, 2019 

8:30 a.m. 
4100 Harry Hines Blvd., Suite 100 

Second Floor Board Room 
Dallas, TX 

 
 

Required Public Meeting, William F. Quinn, Chairman, presiding: 
 
 
ROLL CALL 
 
Board Members 
 
Present at 8:30 a.m. William F. Quinn, Nicholas A. Merrick, Gilbert A. Garcia, Susan M. 

Byrne, Tina Hernandez Patterson (by phone), Joseph P. Schutz, 
Kneeland Youngblood (by phone) 

 
Present at 8:47 Robert C. Walters (by phone) 
 
Present at 9:00 Kneeland Youngblood 
 
Absent: Blaine Dickens, Ray Nixon 
 
Staff Kelly Gottschalk, Josh Mond, Kent Custer, Brenda Barnes, John Holt, 

Damion Hervey, Cynthia Thomas, Ryan Wagner, Greg Irlbeck, 
Milissa Romero 

 
Others Janis Elliston, Darryl Wachsman, Kenneth Haben 
 
 

*  *  *  *  *  *  *  * 
 
 
The first of two annual public meetings of the Dallas Police and Fire Pension System Board 
of Trustees as required by Section 3.01 (j-9) of Article 6243a-1 of Vernon’s Revised Civil 
Statutes. 
 
The meeting was called to order at 8:30 a.m. 
 
 

*  *  *  *  *  *  *  * 
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  1. Report on the health and performance of the Pension System 
 
a. Monthly Contribution Report 
b. Portfolio Update 
c. Quarterly Financial Reports 
d. Audit Status 
 
The Executive Director, Chief Investment Officer and Chief Financial Officer reported 
on the health and performance of DPFP as required by Section 3.01 (j-9) of Article 
6243a-1 of Vernon’s Revised Civil Statutes. 
 
Mr. Walters left the meeting at 8:59 a.m. 
 
No motion was made. 
 

*  *  *  *  *  *  *  * 
 

  2. Public comment 
 

The Chairman extended an opportunity for public comment. No one requested to speak 
to the Board. 
 

*  *  *  *  *  *  *  * 
 
 
Ms. Gottschalk stated that there was no further business to come before the Board. On a 
motion by Mr. Garcia and a second by Ms. Byrne, the meeting was adjourned at 9:11 a.m. 
 

 
 

 
William F. Quinn 
Chairman 
 

ATTEST: 
 
 
 
_____________________ 
Kelly Gottschalk 
Secretary 
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Dallas Police and Fire Pension System 
Thursday, May 9, 2019 

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 8:30 a.m. William F. Quinn, Nicholas A. Merrick, Gilbert A. Garcia, Susan M. 

Byrne, Tina Hernandez Patterson (by phone), Joseph P. Schutz, 
Kneeland Youngblood (by phone) 

 
Present at 9:00 Kneeland Youngblood 
 
Absent: Blaine Dickens, Ray Nixon, Robert C. Walters 
 
Staff Kelly Gottschalk, Josh Mond, Kent Custer, Brenda Barnes, John Holt, 

Damion Hervey, Cynthia Thomas, Ryan Wagner, Greg Irlbeck, 
Milissa Romero, Trish Wiley, Ann Mathews 

 
Others Jeff Williams (by phone), Janis Elliston, Darryl Wachsman, Kenneth 

Haben, Zaman Hemani 
 

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

*  *  *  *  *  *  *  * 
 

The meeting was reconvened at 9:11 a.m.  
 

*  *  *  *  *  *  *  * 
 

A. MOMENT OF SILENCE 
 
The Board observed a moment of silence in memory of active police officer 
Horacio Quiroz, and retired police officers Johnnie D. Brooks, George S. Finley, 
David J. Hawkins, William M. Scott, active firefighter Lloyd Moseley, and 
retired firefighters Landrum B. Nolen, A. T. Pinka. 
 
No motion was made. 

*  *  *  *  *  *  *  * 
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Regular Board Meeting 
Thursday, May 9, 2019 
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B. CONSENT AGENDA 
 

  1. Approval of Minutes 
 

Regular meeting of April 11, 2019 
 
  2. Approval of Refunds of Contributions for the Month of April 2019 
 
  3. Approval of Activity in the Deferred Retirement Option Plan (DROP) for 

May 2019 
 
  4. Approval of Estate Settlements 
 
  5. Approval of Survivor Benefits 
 
  6. Approval of Service Retirements 
 
  7. Approval of Alternate Payee Benefits 
 
  8. Spouse Wed After Retirement (SWAR) 
 
  9. Approval of Payment of Military Leave Contributions 
 
10. Approval of Payment of Previously Withdrawn Contributions 
 
After discussion, Mr. Youngblood made a motion to approve the minutes of the 
meeting of April 11, 2019. Mr. Garcia seconded the motion, which was unanimously 
approved by the Board. 
 
After discussion, Mr. Youngblood made a motion to approve the remaining items on 
the Consent Agenda, subject to the final approval of the staff. Mr. Garcia seconded the 
motion, which was unanimously approved by the Board. 

 
*  *  *  *  *  *  *  * 

 
C. DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR 

INDIVIDUAL CONSIDERATION 
 
  1. Monthly Contribution 

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

  2. Portfolio Update 
 

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

 
No motion was made. 
 

*  *  *  *  *  *  *  * 
 
  3. Quarterly financial reports 

 
The Chief Financial Officer presented the first quarter 2019 financial statements. 
 
No motion was made. 
 

*  *  *  *  *  *  *  * 
 

  4. Audit Status 
 
The Chief Financial Officer provided a status update on the annual financial audit. 
 
No motion was made. 
 

*  *  *  *  *  *  *  * 
 

  5. Chairman’s Discussion Items 
 
a. Fire Fighter Trustee Vacancy 
b. Board Officer Election required in June 
 
The Chairman briefed the Board on the Fire Fighter Trustee Vacancy and Board 
Officer Election required in June. 
 
No motion was made. 
 

*  *  *  *  *  *  *  * 
 

  6. Fire Fighter Trustee Election Schedule and Application Packet 
 

The Trustee election policy requires that trustee vacancies be filled if the 
remaining term of the vacated position is more than nine months. The Fire Fighter 
term vacated by Sam Friar ends August 31, 2020.  
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  6. Fire Fighter Trustee Election Schedule and Application Packet (Continued) 
 

After discussion, Mr. Garcia made a motion to adopt the 2019 Fire Fighter 
Trustee Election schedule and application packet. Ms. Hernandez Patterson 
seconded the motion, which was unanimously approved by the Board. 
 

*  *  *  *  *  *  *  * 
 
  7. Legislative Update 

 
Staff briefed the Board on pending legislation which would affect DPFP. 
 
No motion was made. 
 

*  *  *  *  *  *  *  * 
 
  8. Board approval of Trustee education and travel 
 

a. Future Education and Business-related Travel 
b. Future Investment-related Travel 
 
No discussion was held, and no motion was made regarding Trustee education 
and travel. There was no future investment-related travel. 
 

*  *  *  *  *  *  *  * 
 

  9. Staff Retirement Plan 
 
Staff and Jeff Williams, representative of DPFP’s Actuary, Segal Consulting (by 
phone) presented a proposed Staff retirement plan structure for the Board’s 
consideration. 
 
After discussion, the Board directed staff to consult with Segal and bring back 
the proposed Staff Retirement Plan in June after further analysis and research is 
completed.  
 

*  *  *  *  *  *  *  * 
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10. Timber Portfolio Review 

 
Staff provided an overview of the portfolio and the strategy for DPFP’s timber 
holdings managed by Forest Investment Associates and BTG Pactual. 
 
The Board went into closed session executive session – Real Estate at 10:22 a.m. 
 
The meeting was reopened at 10:33 a.m. 
 
No Motion was made. 
 

*  *  *  *  *  *  *  * 
 
11. Lone Star Investment Advisors Update 

 
The Lone Star Growth Capital fund and the Lone Star CRA fund terms expire in 
October 2019. Investment Staff updated the Board on recent performance, 
operational, and administrative developments with respect to DPFP investments 
in funds managed by Lone Star Investment Advisors. 
 
The Board went into closed session executive session – Legal at 10:33 a.m. 
 
The meeting was reopened at 10:48 a.m. 
 
No Motion was made. 

 
*  *  *  *  *  *  *  * 

 
12. 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 
USERRA contributions owed by the City of Dallas 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 session executive session – Legal at 10:33 a.m. 
 
The meeting was reopened at 10:48 a.m. 
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12. 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 
USERRA contributions owed by the City of Dallas 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. (Continued) 
 
After discussion, Mr. Garcia made a motion to authorize the Executive Director 
and General Counsel to enter into a tolling agreement with the City of Dallas 
regarding DPFP’s claim for contributions under the Uniform Services 
Employment and Reemployment Act. Mr. Youngblood seconded the motion, 
which was unanimously approved by the Board. 
 

*  *  *  *  *  *  *  * 
 

 
D. BRIEFING ITEMS 
 

1. Reports and concerns of active members and pensioners of the Dallas Police 
and Fire Pension System 
 
No active member or pensioner requested to address the Board with concerns. 
 

*  *  *  *  *  *  *  * 
 

  2. Executive Director’s report 
 
a. Associations’ newsletters 

 NCPERS Monitor (April 2019) 
b. Open Records 
c. Nominations Committee Update 
 
The Executive Director’s report was presented. 
 

*  *  *  *  *  *  *  * 
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Ms. Gottschalk stated that there was no further business to come before the Board. On a 
motion by Mr. Youngblood and a second by Mr. Garcia, the meeting was adjourned at 10:49 
a.m. 
 
 
 

 
_______________________ 
William F. Quinn 
Chairman 

ATTEST: 
 
 
 
 
_____________________ 
Kelly Gottschalk 
Secretary 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C1 
 
 

Topic: Board Chairman, Vice Chairman and Deputy Vice Chairman Election 
 
Discussion: Section 3.01(g) of Article 6243a-1 requires the Board in June of every odd year 

to elect from among its trustees a chairman, vice chairman, and a deputy vice 
chairman, each to serve for two-year terms. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C2 
 
 

Topic: January 1, 2019 Actuarial Valuation Assumptions 
 
Attendees:  Jeff Williams, Vice President, Segal Consulting 
 
Discussion: Segal Consulting is preparing the January 1, 2019 actuarial valuation reports 

for the Regular Plan (Combined Plan) and the Supplemental Plan.  At the April 
Board meeting Segal reviewed the economic and demographic assumptions 
required to prepare the valuation.  The Board provided direction about most of 
the assumptions to be used in the valuation and requested additional information 
about the assumed rate of return assumption.  Segal will provide information 
about the assumed rate of return assumption.  

 
 Pursuant to Article 16, Section 67 (f)(3) of the Texas Constitution, the Board 

determines the assumptions used in the valuation. 
 

 
Recommendation: Provide direction to Segal on the assumptions to be used in preparing the 

January 1, 2019 actuarial valuation reports for the Regular Plan (Combined 
Plan) and the Supplemental Plan. 
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2727 Paces Ferry Road SE  Building One Suite 1400  Atlanta, GA 30339-4053 
T 678.306.3100  www.segalco.com 

 
 

 
 
 

 

 Benefits, Compensation and HR Consulting. Member of The Segal Group. Offices throughout the United States and Canada 

 

M E M O R AN D U M  

To: Board of Trustees – Dallas Police & Fire Pension System 

From: Jeffrey S. Williams, FCA, ASA, MAAA, EA 

Date: June 13, 2019 

Re: Discount Rate and Investment Return Assumptions 

This memo will discuss the discount rate and investment return assumption, the building block 

approach used in determining the viability of the assumption, and the lower rates of market returns 

expected over the next few years and why it is not appropriate to change a long-term assumption based 

on a few years of possibly lower-than-expected market returns. The terms “discount rate” and 

“investment return assumption” are often used interchangeably in terms of pension plans, and even 

though they are technically different assumptions, for the purpose of this memo, they should be 

considered the same thing. 

Investment Return and Building Block Approach 

To determine the appropriateness of the long-term expected rate of return on pension plan investments, 

a building-block method is employed, in which best-estimate ranges of expected future real rates of 

return (expected returns, net of pension plan investment expense and inflation) are developed for each 

major asset class. These ranges are combined to produce the long-term expected rate of return by 

weighting the expected future real rates of return by the target asset allocation percentage and by adding 

expected inflation. 

Segal Marco Advisors, a member of The Segal Group, provides their long-term expected real rates of 

return for each asset class in which the System is invested. Using the System’s target allocations, the 

long-term expected rate of return for the System’s investments was calculated to be 5.67% as of 

December 31, 2017 (see the chart on the following page). The System currently maintains a 2.75% 

inflation assumption. As a result, when taken together, the current 7.25% return assumption was 

justified for the January 1, 2018 actuarial valuation. An updated model will be used in the January 1, 

2019 actuarial valuation. 

Ultimately, the System’s investment advisor should provide feedback on their determination of the 

assumption, as they are in position to judge the appropriateness of the assumption based on the 

System’s asset allocation and performance. 

The chart on the following page was included in the January 1, 2018 actuarial valuation, on page 60 in 

Section 5. 

2019 06 13 Board Meeting - REGULAR AGENDA 2019 06 13

20



Page 2 

 

 

Asset Class 
Target 

Allocation 

Long-Term 
Expected Real 
Rate of Return1 

Global Equity 20% 6.54% 

Emerging Market Equity 5% 9.41% 

Private Equity 5% 10.28% 

Short-Term Core Bonds 2% 1.25% 

Global Bonds 3% 1.63% 

High Yield 5% 4.13% 

Bank Loans 6% 3.46% 

Structured Credit and Absolute Return 6% 5.38% 

Emerging Markets Debt 6% 4.42% 

Private Debt 5% 7.30% 

Natural Resources 5% 7.62% 

Infrastructure 5% 6.25% 

Real Estate 12% 4.90% 

Liquid Real Assets 3% 4.71% 

Asset Allocation 10% 4.90% 

Cash 2% 1.06% 

Total 100% 5.67% 

1As provided by Segal Marco Advisors, a member of The Segal Group. The real 
rates of return are net of inflation. 

What is Considered Long-Term? 

Investment advisors typically do not provide projections for greater than a 10 or 20-year period, as this 

is generally the longest term over which they are comfortable projecting returns. Actuaries consider 

long-term to be the next 60 to 100 years. Even though investment markets fluctuate and plans do not 

always meet their assumptions each year that does not necessitate changing the discount rate to match 

market performance, nor is it appropriate to do so each time returns do not meet the long-term 

assumption. 

An actuarial valuation is a snapshot of one day in time. Asset and demographic data is collected as of a 

single date. On the demographic side, benefit streams are projected into the future for all current 

participants, and for those among the current group who are projected to retire, along with their 

expected beneficiaries. New participants are not considered in an actuarial valuation. In the January 1, 

2018 actuarial valuation, benefit payments were projected to be paid for the next 100 years, just based 

on the participants and expected beneficiaries of those included in the valuation. This is the difference 

in projections between investment advisors and actuaries; investment advisors are projecting over the 

next couple of decades, actuaries are projecting over the next couple of generations. 

Expected Asset Returns Through Calendar Year 2022 and Funded Projections 

The System is currently trying to divest itself of certain investments. It is expected that over the next 

few years asset returns will be less than the current 7.25% assumption as this process is undertaken. It 

has been stated by the System’s internal investment professionals that market returns through 2022 are 

expected to be as follows: 

 5.25% in 2019, 5.75% in 2020, 6.25% in 2021, and 6.75% in 2022 
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Even though the returns are expected to be less than the assumption over this four-year period, this does 

not mean the assumption needs to be changed to match these expected returns. As discussed, it is not 

appropriate to change the return assumption based on temporary deviations from what is assumed. Over 

the course of a 100-year stream of projected benefit payments, discounting the payment stream at 

7.25%, versus discounting the payment stream with lower return assumptions for the first four years, 

followed by discounting the payment stream for 96 years at 7.25%, has a minimal impact on liabilities. 

In the years-to-full-funded projections that we complete, we are using the interim return projections for 

asset returns. These returns produce projected asset losses that are being smoothed in over the course of 

the five-year asset smoothing period. The interim returns are already accounted for; incorporating the 

interim returns in the discount rate directly would essentially be double-counting the impact. 

Subsequent to prior discussions with the Board on this topic, in order to clarify our previous thoughts 

on the matter, Segal completed projections using the select-and-ultimate discount rate approach that 

matches expected returns over the next four years. These projections were not presented to the Board as 

the impact on the long-term funding was negligible and did not warrant changing the assumption. 

At the April 11, 2019 Board meeting we provided a memo which included the impact of lowering the 

discount rate from 7.25% to either 7.00% or 6.75%. We would be comfortable with any of these 

discount rates for the January 1, 2019 actuarial valuation. 

 

cc: Kelly Gottschalk 

  

 

8922706v1/14362.002 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C3 
 
 

Topic: Staff Retirement Plan 
 

Attendees: Jeff Williams, Vice President, Segal Consulting  
 
Discussion: The retirement plan for the DPFP staff is a 401(a) defined contribution plan.  DPFP and 

the employee contribute 12% and 6.5% of compensation, respectively, to the plan on a bi-
weekly basis. 

 
 DPFP employees do not contribute to any retirement system where they are entitled to an 

annuity upon retirement.  Without some form of an annuity, employees are at risk of not 
having a secure retirement.  As providing secure retirements is the goal of DPFP, this would 
appear to be a reasonable goal to achieve for DPFP employees as well. 

 
 Without increasing cost to the system, based on Segal’s actuarial analysis, a defined benefit 

plan can be added for the current and future staff members to provide a basic retirement 
annuity for staff members.  

 
 At the May 2019 Board meeting Staff presented a proposed modification to the Staff 

retirement plan structure.  Additional information will be provided to address questions 
that were raised.   

 
Recommendation: Authorize staff to work with the actuary and counsel to prepare a new retirement plan and 

amendments as necessary to the existing 401(a) and 457(b) plans and bring the plans to the 
Board for final approval. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C4 
 
 

Topic: Review Fire Fighter Trustee applicant qualifications 
 

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

 
Discussion: Section 3.01(b-3) requires the Board to make a determination as to whether any 

potential candidates for the fire fighter trustee position meet the qualifications 
of Section 3.01(b-1) to serve as a trustee. Section 3.01 (b-1) requires that a 
trustee not be an elected official of the city and that a trustee have demonstrated 
financial, accounting, business, investment, budgeting, real estate or actuarial 
experience. 

 
Staff 
Recommendation: Evaluate the potential Trustee candidate and determine if the qualifications  

of Section 3.01(b-1) are met. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C5 
 
 

Topic: Monthly Contribution Report 
 

Discussion: Staff will review the Monthly Contribution Report. 
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Actual Comp Pay was 96% of the Hiring Plan estimate since the effective date of HB 3158.

The Hiring Plan Comp Pay estimate increased by 5.22% in 2019. 

Through 2024 the HB 3158 Floor is in place so there is no City Contribution shortfall. 

There is no Floor on employee contributions. 

Contribution Tracking Summary - June 2019 (April 2019 Data)

Since the effective date of HB 3158 actual employee contributions have been $3.4 million 
less than the Hiring Plan estimate.  Potential earnings loss due to the contribution shortfall 
is $259k at the Assumed Rate of Return.

In the most recent month Actual Comp Pay was 98% of the Hiring Plan estimate and 90% of 
the floor amount.

Combined the actual hiring is below the Hiring Plan estimate by 83 people.  Fire is over the 
estimate by 43 and Police is under by 126 officers. 
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City Contributions

Apr-19

Number of Pay 
Periods Beginning 

in the Month HB 3158 Floor City Hiring Plan

Actual 
Contributions 

Based on Comp 
Pay

Additional 
Contributions to 

Meet Floor 
Minimum

Comp Pay 
Contributions as 

a % of Floor 
Contributions 

Comp Pay 
Contributions as 

a % of Hiring Plan 
Contributions

Month 2 11,142,000$       10,164,231$          9,996,345$         1,145,655$            90% 98%

Year-to-Date 44,568,000$       40,656,923$          40,095,462$       4,472,538$            90% 99%

HB 3158 Effective Date 230,069,000$     210,662,308$       201,976,675$     28,092,325$         88% 96%

Due to the  Floor through 2024, there is no cumulative shortfall in City Contributions
Does not include the flat $13 million annual City Contribution payable through 2024.
Does not include Supplemental Plan Contributions.

Employee Contributions

Apr-19

Number of Pay 
Periods Beginning 

in the Month City Hiring Plan

Actual Employee 
Contributions 

Based on Comp 
Pay

Actual 
Contribution 

Shortfall 
Compared to 
Hiring Plan

Actuarial 
Valuation 

Contribution 
Assumption

Actual 
Contributions as 

a % of Hiring 
Plan 

Contributions

Actual 
Contributions as 
a % of Actuarial 
Val Assumption

Month 2 3,977,308$         3,919,023$            (58,285)$              3,692,278$            99% 106%

Year-to-Date 15,909,231$       15,686,606$          (222,625)$           14,769,112$         99% 106%

HB 3158 Effective Date 82,433,077$       79,040,666$          (3,392,411)$        78,867,908$         96% 100%

Potential Earnings Loss from the Shortfall based on Assumed Rate of Return (259,123)$           

Does not include Supplemental Plan Contributions.

Contribution Summary Data
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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 Bi-
weekly Floor

City Hiring Plan- 
Bi-weekly

HB 3158 Floor 
Compared to the 

Hiring Plan 
Hiring Plan as a 
% of the Floor

% Increase/ 
(decrease) in the 

Floor

% Increase/ 
(decrease)  in 

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

weekly 
Employee 

Contributions

Actuarial 
Valuation 

Assumption 
Converted to Bi-

weekly Employee 
contributions

Actuarial 
Valuation as a % 

of Hiring Plan
2017 1,931,538$         1,931,538$            100%
2018 1,890,000$         1,796,729$            95%
2019 1,988,654$         1,846,139$            93%
2020 2,056,154$         2,056,154$            100%
2021 2,118,462$         2,118,462$            100%
2022 2,191,154$         2,191,154$            100%
2023 2,274,231$         2,274,231$            100%
2024 2,357,308$         2,357,308$            100%

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 
2019-2024 and the associated 
percentage.

G:\Kelly\Contributions\Contribution Analysis 4 19.xlsx Page 3

2019 06 13 Board Meeting - REGULAR AGENDA 2019 06 13

41



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 and may change.

Actuarial 
Valuation GASB 67/68

YE 2017 (1/1/2018 Valuation)

(2,425,047)$        *
2018 Employee Contributions Assumption - 
based on 2017 actual plus growth rate not the 
Hiring Plan Payroll

*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 this did not impact the pension 
liability or the funded percentage.

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 

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

Actuarial/GASB Contribution Assumption Changes Since the Passage of HB 3158 The information on this page is 
for reference.  It is intended 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.
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Year Hiring Plan Actual Difference Hiring Plan Actual EOY Difference
2017 372,000,000$       Not Available Not Available 5,240                    4,935                      (305)                     
2018 364,000,000$       349,885,528$     (14,114,472)$        4,988                    4,983                      (5)                         
2019 383,000,000$       5,038                    
2020 396,000,000$       5,063                    
2021 408,000,000$       5,088                    
2022 422,000,000$       5,113                    
2023 438,000,000$       5,163                    
2024 454,000,000$       5,213                    
2025 471,000,000$       5,263                    
2026 488,000,000$       5,313                    
2027 507,000,000$       5,363                    
2028 525,000,000$       5,413                    
2029 545,000,000$       5,463                    
2030 565,000,000$       5,513                    
2031 581,000,000$       5,523                    
2032 597,000,000$       5,523                    
2033 614,000,000$       5,523                    
2034 631,000,000$       5,523                    
2035 648,000,000$       5,523                    
2036 666,000,000$       5,523                    
2037 684,000,000$       5,523                    

Comp Pay by Month - 2019
Annual Divided by 26 

Pay Periods Actual Difference
2019 Cumulative 

Difference
Number of Employees 

- EOM Difference
January 29,461,538$         29,084,185$       (377,354)$              (377,354)$           4963 (75)                       

February 29,461,538$         29,067,129$       (394,410)$              (771,763)$           4974 (64)                       
March 29,461,538$         29,092,504$       (369,035)$              (1,140,798)$        4962 (76)                       
April 29,461,538$         28,974,912$       (486,626)$              (1,627,424)$        4955 (83)                       
May 44,192,308$         -$                      (1,627,424)$        
June 29,461,538$         -$                      (1,627,424)$        
July 29,461,538$         -$                      (1,627,424)$        

August 29,461,538$         -$                      (1,627,424)$        
September 29,461,538$         -$                      (1,627,424)$        

October 44,192,308$         -$                      (1,627,424)$        
November 29,461,538$         -$                      (1,627,424)$        
December 29,461,538$         -$                      (1,627,424)$        

Computation Pay
City Hiring Plan - Annual Computation Pay and Numbers of Employees

Number of Employees
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C6 
 
 

Topic: Audit Status 
 

Discussion: The Chief Financial Officer will provide a status update on the annual financial 
audit. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C7 
 
 

Topic: Legislative Update 
 
Discussion: Staff will brief the Board on legislation adopted at the legislature this session 

which would affect DPFP. 
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S.B.ANo.A322

AN ACT

relating to the evaluation and reporting of investment practices

and performance of certain public retirement systems.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTIONA1.AASection 801.209(a), Government Code, is amended

to read as follows:

(a)AAFor each public retirement system, the board shall post

on the board’s Internet website, or on a publicly available website

that is linked to the board ’s website, the most recent data from

reports received under Sections 802.101, 802.103, 802.104,

802.105, 802.108, 802.109, 802.2015, and 802.2016.

SECTIONA2.AASection 802.103, Government Code, is amended by

amending Subsection (a) and adding Subsection (e) to read as

follows:

(a)AAThe [Except as provided by Subsection (c), the]

governing body of a public retirement system shall publish an

annual financial report showing the financial condition of the

system as of the last day of the fiscal year covered in the report.

The report must include:

(1)AAthe financial statements and schedules examined in

the most recent audit performed as required by Section 802.102;

(2)AA[and must include] a statement of opinion by the

certified public accountant as to whether or not the financial

statements and schedules are presented fairly and in accordance
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with generally accepted accounting principles;

(3)AAa listing, by asset class, of all direct and

indirect commissions and fees paid by the retirement system during

the system’s previous fiscal year for the sale, purchase, or

management of system assets; and

(4)AAthe names of investment managers engaged by the

retirement system.

(e)AAThe board may adopt rules necessary to implement this

section.

SECTIONA3.AASubchapter B, Chapter 802, Government Code, is

amended by adding Section 802.109 to read as follows:

Sec.A802.109.AAINVESTMENT PRACTICES AND PERFORMANCE

REPORTS. (a)AAExcept 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. Each evaluation must include:

(1)AAan 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)AAa detailed review of the retirement system ’s

investment asset allocation, including:

(A)AAthe process for determining target

allocations;
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(B)AAthe expected risk and expected rate of

return, categorized by asset class;

(C)AAthe appropriateness of selection and

valuation methodologies of alternative and illiquid assets; and

(D)AAfuture cash flow and liquidity needs;

(3)AAa review of the appropriateness of investment fees

and commissions paid by the retirement system;

(4)AAa 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)AAa review of the retirement system’s investment

manager selection and monitoring process.

(b)AAThe governing body of a public retirement system may

determine additional specific areas to be evaluated under

Subsection (a) and may select particular asset classes on which to

focus, but the first evaluation must be a comprehensive analysis of

the retirement system’s investment program that covers all asset

classes.

(c)AAIn selecting an independent firm to conduct the

evaluation described by Subsection (a), a public retirement system:

(1)AAsubject to Subdivision (2), may select a firm

regardless of whether the firm has an existing relationship with

the retirement system; and

(2)AAmay not select a firm that directly or indirectly

manages investments of the retirement system.

(d)AAA public retirement system shall conduct the evaluation
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described by Subsection (a):

(1)AAonce every three years, if the retirement system

has total assets the book value of which, as of the last day of the

last fiscal year considered in an evaluation under this section,

was at least $100 million; or

(2)AAonce every six years, if the retirement system has

total assets the book value of which, as of the last day of the last

fiscal year considered in an evaluation under this section, was at

least $30 million and less than $100 million.

(e)AAA public retirement system is not required to conduct

the evaluation described by Subsection (a) if the retirement system

has total assets the book value of which, as of the last day of the

preceding fiscal year, was less than $30 million.

(f)AAA report of an evaluation under this section must be

filed with the governing body of the public retirement system not

later than May 1 of each year following the year in which the system

is evaluated under Subsection (d).

(g)AANot later than the 31st day after the date the governing

body of a public retirement system receives a report of an

evaluation under this section, the governing body shall submit the

report to the board.

(h)AAA public retirement system shall pay the costs of each

evaluation of the system under this section.

(i)AAThe board shall submit an investment performance report

to the governor, the lieutenant governor, the speaker of the house

of representatives, and the legislative committees having

principal jurisdiction over legislation governing public
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retirement systems in the biennial report required by Section

801.203. The report must compile and summarize the information

received under this section by the board during the preceding two

fiscal years.

(j)AAA report of an evaluation by the Teacher Retirement

System of Texas and an investment report that includes the Teacher

Retirement System of Texas under this section satisfies the

requirements of Section 825.512.

(k)AAThe following reports may be used by the applicable

public retirement systems to satisfy the requirement for a report

of an evaluation under this section:

(1)AAan investment report under Section 10A, Article

6243g-4, Revised Statutes;

(2)AAan investment report under Section 2D, Chapter 88

(H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001

(Article 6243h, Vernon’s Texas Civil Statutes); and

(3)AAa report on a review conducted on the retirement

system’s investments under Section 2B, Article 6243e.2(1), Revised

Statutes.

(l)AAThe board may adopt rules necessary to implement this

section.

SECTIONA4.AANotwithstanding Section 802.109(d), Government

Code, as added by this Act, a report of the first evaluation of a

public retirement system, as required by Section 802.109,

Government Code, as added by this Act, must be filed with the

governing body of the system not later than May 1, 2020.

SECTIONA5.AAThe State Pension Review Board is required to
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implement a provision of this Act only if the legislature

appropriates money specifically for that purpose. If the

legislature does not appropriate money specifically for that

purpose, the State Pension Review Board may, but is not required to,

implement a provision of this Act using other appropriations

available for that purpose.

SECTIONA6.AAThis Act takes effect immediately if it receives

a vote of two-thirds of all the members elected to each house, as

provided by Section 39, Article III, Texas Constitution. If this

Act does not receive the vote necessary for immediate effect, this

Act takes effect September 1, 2019.
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______________________________AAAA______________________________
President of the SenateAAAAAAAAAAAAASpeaker of the House

I hereby certify that S.B.ANo.A322 passed the Senate on

AprilA17,A2019, by the following vote: YeasA31, NaysA0; and that

the Senate concurred in House amendment on MayA24,A2019, by the

following vote: YeasA31, NaysA0.

______________________________
AAAASecretary of the Senate

I hereby certify that S.B.ANo.A322 passed the House, with

amendment, on MayA22,A2019, by the following vote: YeasA144,

NaysA0, two present not voting.

______________________________
AAAAChief Clerk of the House

Approved:

______________________________
AAAAAAAAAAAAADate

______________________________
AAAAAAAAAAAGovernor

S.B.ANo.A322
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S.B.ANo.A1640

AN ACT

relating to the open meetings law.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTIONA1.AASection 551.001(2), Government Code, is amended

to read as follows:

(2)AA"Deliberation" means a verbal or written exchange

[during a meeting] between a quorum of a governmental body, or

between a quorum of a governmental body and another person,

concerning an issue within the jurisdiction of the governmental

body [or any public business].

SECTIONA2.AAThe heading to Section 551.143, Government Code,

is amended to read as follows:

Sec.A551.143.AAPROHIBITED SERIES OF COMMUNICATIONS

[CONSPIRACY TO CIRCUMVENT CHAPTER]; OFFENSE; PENALTY.

SECTIONA3.AASection 551.143(a), Government Code, is amended

to read as follows:

(a)AAA member [or group of members] of a governmental body

commits an offense if the member:

(1)AA[or group of members] knowingly engages in at

least one communication among a series of communications that each

occur outside of a meeting authorized by this chapter and that

concern an issue within the jurisdiction of the governmental body

in which the members engaging in the individual communications

constitute fewer than a quorum of members but the members engaging
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in the series of communications constitute a quorum of members; and

(2)AAknew at the time the member engaged in the

communication that the series of communications:

(A)AAinvolved or would involve a quorum; and

(B)AAwould constitute a deliberation once a quorum

of members engaged in the series of communications [conspires to

circumvent this chapter by meeting in numbers less than a quorum for

the purpose of secret deliberations in violation of this chapter].

SECTIONA4.AASection 551.143, Government Code, as amended by

this Act, applies only to an offense committed on or after the

effective date of this Act. An offense committed before the

effective date of this Act is governed by the law in effect on the

date the offense was committed, and the former law is continued in

effect for that purpose. For purposes of this section, an offense

was committed before the effective date of this Act if any element

of the offense occurred before that date.

SECTIONA5.AAThis Act takes effect immediately if it receives

a vote of two-thirds of all the members elected to each house, as

provided by Section 39, Article III, Texas Constitution. If this

Act does not receive the vote necessary for immediate effect, this

Act takes effect September 1, 2019.
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______________________________AAAA______________________________
President of the SenateAAAAAAAAAAAAASpeaker of the House

I hereby certify that S.B.ANo.A1640 passed the Senate on

AprilA9,A2019, by the following vote: YeasA30, NaysA1; and that

the Senate concurred in House amendment on MayA23,A2019, by the

following vote: YeasA31, NaysA0.

______________________________
AAAASecretary of the Senate

I hereby certify that S.B.ANo.A1640 passed the House, with

amendment, on MayA17,A2019, by the following vote: YeasA145,

NaysA1, one present not voting.

______________________________
AAAAChief Clerk of the House

Approved:

______________________________
AAAAAAAAAAAAADate

______________________________
AAAAAAAAAAAGovernor

S.B.ANo.A1640
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S.B.ANo.A2224

AN ACT

relating to requiring a public retirement system to adopt a written

funding policy.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTIONA1.AASubchapter C, Chapter 802, Government Code, is

amended by adding Section 802.2011 to read as follows:

Sec.A802.2011.AAFUNDING POLICY. (a)AAIn this section:

(1)AA"Funded ratio" means the ratio of a public

retirement system’s actuarial value of assets divided by the

system’s actuarial accrued liability.

(2)AA"Governmental entity" has the meaning assigned by

Section 802.1012.

(b)AAThe governing body of a public retirement system shall:

(1)AAadopt a written funding policy that details the

governing body’s plan for achieving a funded ratio of the system

that is equal to or greater than 100 percent;

(2)AAmaintain for public review at its main office a

copy of the policy;

(3)AAfile a copy of the policy and each change to the

policy with the board not later than the 31st day after the date the

policy or change, as applicable, is adopted; and

(4)AAsubmit a copy of the policy and each change to the

policy to the system’s associated governmental entity not later

than the 31st day after the date the policy or change is adopted.
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SECTIONA2.AANot later than January 1, 2020, each public

retirement system shall adopt a funding policy as required by

Section 802.2011, Government Code, as added by this Act.

SECTIONA3.AAThis Act takes effect September 1, 2019.

______________________________ ______________________________
President of the SenateAAAAAAAAAAAAASpeaker of the House

I hereby certify that S.B.ANo.A2224 passed the Senate on

AprilA11,A2019, by the following vote:AAYeasA31, NaysA0.

______________________________
AAAASecretary of the Senate

I hereby certify that S.B.ANo.A2224 passed the House on

MayA17,A2019, by the following vote:AAYeasA147, NaysA0,

twoApresent not voting.

______________________________
AAAAChief Clerk of the House

Approved:

______________________________
AAAAAAAAAAAAADate

______________________________
AAAAAAAAAAAGovernor

1

2

3

4

S.B.ANo.A2224

2

2019 06 13 Board Meeting - REGULAR AGENDA 2019 06 13

57



DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C8 
 
 

Topic: 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. 

 
b. 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. 
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Page 1 of 1 

Future Education and Business Related Travel 
Regular Board Meeting – June 13, 2019 

 
    ATTENDING APPROVED 

 
 
 Conference: TEXPERS Summer Educational Forum 

Dates: August 18-20, 2019 
Location: Frisco, TX 
Est. Cost: TBD 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C09 
 
 

Topic: Portfolio Update 
 

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

 

2019 06 13 Board Meeting - REGULAR AGENDA 2019 06 13

60



Portfolio Update

June 13, 2019
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Asset Allocation

2

% weight $ millions
5/31/19 Target Variance 5/31/19 Target Variance

Equity 37.2% 55.0% -17.8% 744 1,100 -356
Global Equity 22.2% 40.0% -17.8% 444 800 -356
Emerging Markets 2.5% 10.0% -7.5% 51 200 -149
Private Equity* 12.5% 5.0% 7.5% 249 100 149

Fixed Income 31.2% 35.0% -3.8% 624 700 -76
Safety Reserve - Cash 3.5% 3.0% 0.5% 71 60 11
Safety Reserve - ST IG Bonds 12.9% 12.0% 0.9% 258 240 18
Investment Grade Bonds 0.0% 4.0% -4.0% 0 80 -80
Global Bonds 3.3% 4.0% -0.7% 66 80 -14
High Yield Bonds 4.2% 4.0% 0.2% 83 80 3
Bank Loans 5.8% 4.0% 1.8% 116 80 36
Emerging Mkt Debt 1.0% 4.0% -3.0% 20 80 -60
Private Debt* 0.6% 0.0% 0.6% 11 0 11

Real Assets* 31.6% 10.0% 21.6% 632 200 432
Real Estate* 21.4% 5.0% 16.4% 427 100 327
Natural Resources* 7.3% 5.0% 2.3% 147 100 47
Infrastructure* 2.9% 0.0% 2.9% 58 0 58

Total 100.0% 100.0% 0.0% 2,000 2,000 0

Safety Reserve 16.4% 15.0% 1.4% 329 300 29
*Private Market Assets 44.6% 15.0% 29.6% 892 300 592
Source: JP Morgan Custodial Data, Staff Calculations
Preliminary data

DPFP Asset Allocation
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2019 Investment Review Calendar*

3

January  • Real Estate: Staff review of Vista 7, King’s Harbor, and 
Museum Tower

February • Real Estate:  Clarion Presentation
• Global Equity Structure Review (Staff/Meketa)

March • Real Estate: AEW Presentation

April • None

May • Staff Timber Portfolio Review (FIA & BTG)

June • Natural Resources: Hancock Presentation
• Real Estate: Hearthstone Presentation

2H19

• Infrastructure: Staff review of AIRRO and JPM Maritime
• Private Equity: Staff review of Lone Star, Huff, Hudson, and 

Industry Ventures
• Global Equity Manager Reviews
• Fixed Income Manager Reviews

*Future presentation schedule is subject to change. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C10 
 
 

Topic: First Quarter 2019 Investment Performance Analysis and Fourth Quarter 
2018 Private Markets & Real Assets Review 

 
Attendees: Alexandra Wallace, Principal - Meketa Investment Group 

Aaron Lally, Executive Vice President - Meketa Investment Group 
 
Discussion: Meketa and Investment Staff will review investment performance. 
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Dallas Police & Fire Pension System 

Quarterly Review 
As of March 31, 2019  
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Dallas Police and Fire Pension System 

Agenda 

 

 

Prepared by Meketa Investment Group 

1. Executive Summary 

2. 1Q19 Review 

3. Disclaimer, Glossary, and Notes 

Page 2 of 34
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Executive Summary
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

DPFP 1Q19 Flash Summary 

Category Result Notes 

Total Fund Performance Return Positive 4.8%  

Performance vs. Policy Index Trailed 4.8% vs. 7.0% 

DPFP Public Markets vs. 60/401 Trailed 7.8% vs. 8.2% 

Asset Allocation vs. Targets Detracted 
Underweight public equities, overweight PE 

and overweight RE all detracted 

Safety Reserve Exposure Sufficient 
$310 million  

(approximately 15%) 

Performance vs. Peers Underperformed 99th percentile in peer group in 1Q192 

Active Management Additive Outperformed in Global Equity and Natural Resources  

Compliance with Targets No 
Under minimums in Investment Grade Bond and 

EM Debt3 

                                        
1  Performance of Total Fund excluding private market investments relative to a 60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index. 
2  InvestorForce Public DB $1-$5 billion net accounts. 
3  Investment Grade Bonds and Emerging Market Debt are below target minimums in accordance with to following the implementation plan approved by the Trustees. 

Page 4 of 34
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

DPFP Trailing One-Year Flash Summary 

Category Trailing 1 YR Result 1 YR Notes 

Total Fund Performance Return Positive 2.6%  

Performance vs. Policy Index Outperformed 2.6% vs. 1.2% 

DPFP Public Markets vs. 60/401 Outperformed 3.3% vs. 1.2% 

Asset Allocation vs. Targets Additive Underweight global equity and overweight RE helped 

Performance vs. Peers Underperformed 65 percentile in peer group2 

Active Management Detracted PE, NR, IS Negative Selection 

DPFP Trailing Three-Year Flash Summary 

Category Trailing 3 YR Result 3 YR Notes 

Total Fund Performance Return Positive 4.4%  

Performance vs. Policy Index Trailed 4.4% vs. 7.7% 

DPFP Public Markets vs. 60/401 Outperformed 9.0% vs. 7.0% 

Performance vs. Peers Trailed 99th percentile in peer group1 

Active Management Detracted PE, NR, RE and PD Negative Selection 

                                        
1  Performance of Total Fund excluding private market investments relative to a 60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index. 
2  InvestorForce Public DB $1-$5 billion net accounts. 

Page 5 of 34
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

Quarterly Change in Market Value 

 

 Total market value increased due to positive investment performance. 
  

$2,024.8
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$2,000
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Value

$93.1
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

Quarterly Absolute Performance 

Asset Classes Dollar1 Gain/Loss   
Top Three and Bottom Three2  

Asset Class Absolute Performance 

 
 

 All asset classes with the exception of private equity generated positive absolute performance in the quarter. 

 In absolute terms, global equity appreciated the most, gaining $56.6 million in market value. 

  

                                        
1  Estimated gain/loss calculated by multiplying beginning market value by quarterly performance. 
2  Only Private Equity generated minimal negative absolute performance in the quarter. 
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

Quarterly Relative Performance 

Asset Classes vs. Benchmarks 

Top Three and Bottom Three 
Asset Classes vs. Benchmarks 

 In the quarter, the best relative performance came from natural resources, global equity and global bonds. 

 Infrastructure, private debt and high yield bonds had the worst relative performance in the quarter. 

 Six of the thirteen asset classes delivered positive relative performance versus respective benchmarks. 

-13.1%

-6.2%

-0.9%

-2.2%

0.8%

1.8%

4.9%

-15.0% -12.5% -10.0% -7.5% -5.0% -2.5% 0.0% 2.5% 5.0%
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

 Trailing Three-Year Relative Performance 

Asset Classes vs. Benchmarks 

Top Three and Bottom Three 
Asset Classes vs. Benchmarks 

 

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

 Over the trailing three-year period, the best relative performance came from infrastructure, high yield bonds 
and emerging market debt asset classes. 

 Private equity, private debt and natural resources had the worst relative performance over the three-year 
trailing period. 
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

Public Manager Alpha 

Top Three 
Outperformers in 

Quarter 

 

$354 million 
combined 
exposure 

 

Bottom Three 
Underperformers 

in Quarter 

 

$249 million 
combined 
exposure 
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

Liquidity Exposure 
as of March 31, 20191 

Exposure ($mm) Targets 

  

 Approximately 48% of the System’s assets are illiquid versus 15% of the target allocation.  

                                        
1* Assets can be redeemed between monthly and annual basis often with gating, lock-ups or notice of more than 30 days required. 

Page 11 of 34
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

 Legacy Assets 
 Exposure ($ mm) 

 
$515 million 

Net Asset Value of Legacy Assets 
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1Q19 Review 
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Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Allocation vs. Targets and Policy
Current

Balance
Current

Allocation Policy Policy Range Within IPS
Range?

_

Equity $756,066,642 37% 55%
Global Equity $457,567,002 23% 40% 18% - 48% Yes
Emerging Market Equity $49,279,249 2% 10% 0% - 12% Yes
Private Equity $249,220,391 12% 5%

Fixed Income and Cash $605,169,170 30% 35%
Cash $54,242,576 3% 3% 0% - 5% Yes
Short-Term Investment Grade Bonds $255,818,339 13% 12% 5% - 15% Yes
Investment Grade Bonds $0 0% 4% 2% - 6% No
Bank Loans $114,748,574 6% 4% 2% - 6% Yes
High Yield Bonds $83,529,659 4% 4% 2% - 6% Yes
Global Bonds $65,592,576 3% 4% 2% - 6% Yes
Emerging Market Debt $20,231,121 1% 4% 2% - 6% No
Private Debt $11,006,326 1% 0%

Real Assets $663,557,803 33% 10%
Real Estate $436,873,528 22% 5%
Natural Resources $168,942,189 8% 5%
Infrastructure $57,742,085 3% 0%

Total $2,024,793,615 100% 100%
XXXXX

Prepared by Meketa Investment Group

As of 3/31/2019, the Safety Reserve exposure was approximately $310.1 million (15.3%).
Rebalancing ranges are not established for illiquid assets (Private Equity, Private Debt, Natural Resources, Infrastructure and Real Estate)

Page 15 of 34

2019 06 13 Board Meeting - REGULAR AGENDA 2019 06 13

79



Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Attribution Summary
3 Months Ending March 31, 2019

Wtd. Actual
Return

Wtd. Index
Return

Excess
Return

Selection
Effect

Allocation
Effect

Total
Effects

Global Equity 14.1% 12.3% 1.7% 0.4% -1.0% -0.6%
Emerging Markets Equity 9.1% 10.0% -0.8% 0.0% -0.2% -0.3%
Private Equity 0.0% -0.4% 0.3% 0.0% -0.6% -0.5%
Cash Equivalents 0.6% 0.6% 0.0% 0.0% 0.0% 0.0%
Short Term Core Bonds 1.4% 1.0% 0.4% 0.1% 0.0% 0.0%
Global Bonds 3.0% 2.2% 0.8% 0.0% 0.0% 0.1%
Bank Loans 3.3% 4.0% -0.7% 0.0% -0.1% -0.1%
High Yield 5.4% 6.3% -0.9% 0.0% 0.0% 0.0%
Emerging Markets Debt 5.6% 4.9% 0.6% 0.0% 0.1% 0.1%
Investment Grade Bonds 0.0% 2.9% -2.9% 0.0% 0.2% 0.2%
Private Debt 0.6% 6.8% -6.2% 0.0% 0.0% 0.0%
Real Estate 1.2% 1.4% -0.2% 0.0% -1.0% -1.1%
Natural Resources 7.8% 2.9% 5.0% 0.4% -0.1% 0.3%
Infrastructure 1.0% 14.1% -13.1% -0.4% 0.2% -0.2%
Total 4.8% 7.0% -2.3% 0.3% -2.6% -2.3%

 

Attribution Summary
3 Months Ending March 31, 2019

Wtd. Actual
Return

Wtd. Index
Return

Excess
Return

Selection
Effect

Allocation
Effect

Total
Effects

Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

The performance claculation 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.

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

As of March 31, 2019
Asset Class Performance Summary (Net)

Market Value
($) % of Portfolio QTD

(%)
1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

DPFP 2,024,793,615 100.0 4.8 2.6 4.4 0.0 4.4 5.8 Jun-96
Policy Index   7.0 1.2 7.7 7.0 10.2 -- Jun-96
Allocation Index   4.5 3.1 7.7 7.2 9.2 7.2 Jun-96
Total Fund Ex Private Markets   7.8 3.3 9.0 5.3 10.7 5.7 Jun-96
60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index   8.2 1.2 7.0 4.3 8.7 6.0 Jun-96

XXXXX

Global Equity 457,567,002 22.6 14.1 4.5 12.6 7.9 13.0 6.3 Jul-06
MSCI ACWI IMI Net USD   12.3 1.9 10.6 6.3 12.3 5.9 Jul-06

Emerging Markets Equity 49,279,249 2.4 9.1 -1.7 -- -- -- -2.1 Jan-18
MSCI Emerging Market IMI Net   9.7 -8.0 10.1 3.4 9.1 -5.5 Jan-18

Private Equity 249,220,391 12.3 0.0 0.0 -9.4 -9.7 -2.7 -0.7 Oct-05
Cambridge Associates US All PE (1 Qtr Lag) -0.4 13.1 14.5 12.0 14.0 12.8 Oct-05

XXXXX

Cash Equivalents 54,242,576 2.7 0.6 2.1 1.3 -- -- 1.3 Apr-15
91 Day T-Bills 0.6 2.1 1.2 0.8 0.4 0.9 Apr-15

Short Term Core Bonds 255,818,339 12.6 1.4 3.5 -- -- -- 1.9 Jun-17
BBgBarc US Treasury 1-3 Yr TR 1.0 2.7 1.0 1.0 1.0 1.4 Jun-17

Global Bonds 65,592,576 3.2 3.0 -4.9 2.0 1.5 -- 2.6 Dec-10
BBgBarc Global Aggregate TR 2.2 -0.4 1.5 1.0 3.0 1.8 Dec-10

Bank Loans 114,748,574 5.7 3.3 2.6 6.9 3.9 -- 4.0 Jan-14
S&P/LSTA Leveraged Loan 4.0 3.0 5.7 3.6 -- 3.7 Jan-14

High Yield 83,529,659 4.1 5.4 1.9 9.9 3.4 -- 6.3 Dec-10
BBgBarc Global High Yield TR 6.3 2.4 7.3 4.0 11.1 6.3 Dec-10

Emerging Markets Debt 20,231,121 1.0 5.6 -1.7 6.8 3.1 -- 3.5 Dec-10
50% JPM EMBI/50% JPM GBI-EM 4.9 -1.8 4.6 2.2 -- 3.1 Dec-10

Private Debt 11,006,326 0.5 0.6 7.9 -3.8 -- -- -2.9 Jan-16
Barclays Global High Yield +2% 6.8 4.4 9.5 -- -- 10.2 Jan-16

XXXXX

Real Estate 436,873,528 21.6 1.2 5.7 5.3 -5.8 -4.1 3.8 Mar-85
NCREIF Property (1-quarter lagged) 1.4 6.7 7.2 9.3 7.5 8.1 Mar-85

Natural Resources 168,942,189 8.3 7.8 0.5 -0.4 3.0 -- 4.6 Dec-10
NCREIF Farmland Total Return Index 1Q Lag 2.9 6.7 6.7 8.6 11.2 12.5 Dec-10

Infrastructure 57,742,085 2.8 1.0 -6.8 16.5 8.5 -- 7.9 Jul-12
S&P Global Infrastructure TR USD 14.1 9.2 8.7 5.4 10.9 8.4 Jul-12

1 Please see the Appendix for composition of the Custom Benchmarks. 2 As of 3/31/2019, the Safety Reserve exposure was approximately $310.1 million (15.3%).3 All private market data is one quarter lagged, unless otherwise noted.

Prepared by Meketa Investment Group
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Trailing Net Performance
Market Value

($)
% of

Portfolio
% of

Sector
QTD

(%)
1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

DPFP 2,024,793,615 100.0 -- 4.8 2.6 4.4 0.0 4.4 5.8 Jun-96
Policy Index    7.0 1.2 7.7 7.0 10.2 -- Jun-96
Allocation Index    4.5 3.1 7.7 7.2 9.2 7.2 Jun-96
Total Fund Ex Private Markets    7.8 3.3 9.0 5.3 10.7 5.7 Jun-96
60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index    8.2 1.2 7.0 4.3 8.7 6.0 Jun-96

InvestorForce Public DB $1-5B Net Rank      99 65 99 99 99  79 Jun-96

Total Equity 756,066,642 37.3 37.3 8.7 2.6 0.4 0.5 -- 4.1 Dec-10
MSCI ACWI IMI Net USD    12.3 1.9 10.6 6.3 12.3 7.6 Dec-10

Public Equity 506,846,251 25.0 67.0 13.6 3.8 12.3 7.8 12.9 6.3 Jul-06
MSCI ACWI IMI Net USD    12.3 1.9 10.6 6.3 12.3 5.9 Jul-06

eV All Global Equity Net Rank      40 41 22 30 41  38 Jul-06

Global Equity 457,567,002 22.6 90.3 14.1 4.5 12.6 7.9 13.0 6.3 Jul-06
MSCI ACWI IMI Net USD    12.3 1.9 10.6 6.3 12.3 5.9 Jul-06

eV All Global Equity Net Rank      32 38 20 27 40  38 Jul-06

Boston Partners Global Equity Fund 103,570,251 5.1 22.6 9.2 -3.7 -- -- -- 2.6 Jul-17
MSCI World Net    12.5 4.0 10.7 6.8 12.4 7.5 Jul-17

eV Global Large Cap Value Eq Net Rank      76 69 -- -- --  66 Jul-17

Manulife Global Equity Strategy 118,554,769 5.9 25.9 14.6 6.7 -- -- -- 5.4 Jul-17
MSCI ACWI Net    12.2 2.6 10.7 6.5 12.0 7.2 Jul-17

eV Global Large Cap Value Eq Net Rank      2 5 -- -- --  26 Jul-17

OFI Global Equity Strategy 110,644,366 5.5 24.2 16.7 1.9 14.3 8.2 14.2 6.1 Oct-07
MSCI ACWI Net    12.2 2.6 10.7 6.5 12.0 4.0 Oct-07

eV Global Large Cap Growth Eq Net Rank      44 83 37 77 52  63 Oct-07

Walter Scott Global Equity Fund 124,797,615 6.2 27.3 15.4 12.8 13.9 9.6 -- 9.9 Dec-09
MSCI ACWI Net    12.2 2.6 10.7 6.5 12.0 8.3 Dec-09

eV Global Large Cap Growth Eq Net Rank      66 12 47 41 --  80 Dec-09

Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

160% 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.

Prepared by Meketa Investment Group
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Market Value
($)

% of
Portfolio

% of
Sector

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Emerging Markets Equity 49,279,249 2.4 9.7 9.1 -1.7 -- -- -- -2.1 Jan-18
MSCI Emerging Market IMI Net    9.7 -8.0 10.1 3.4 9.1 -5.5 Jan-18

eV Emg Mkts Equity Net Rank      66 3 -- -- --  10 Jan-18

RBC Emerging Markets Equity 49,279,249 2.4 100.0 9.1 -1.7 -- -- -- -2.1 Jan-18
MSCI Emerging Market IMI Net    9.7 -8.0 10.1 3.4 9.1 -5.5 Jan-18

eV Emg Mkts Equity Net Rank      66 3 -- -- --  10 Jan-18

Private Equity 249,220,391 12.3 33.0 0.0 0.0 -9.4 -9.7 -2.7 -0.7 Oct-05
Cambridge Associates US All PE (1 Qtr Lag)    -0.4 13.1 14.5 12.0 14.0 12.8 Oct-05

Total Fixed Income 605,169,170 29.9 29.9 2.5 1.6 4.5 2.0 9.0 5.3 Jul-06
BBgBarc Multiverse TR    2.4 -0.3 1.8 1.2 3.3 3.7 Jul-06

eV All Global Fixed Inc Net Rank      74 52 42 59 14  37 Jul-06

Cash Equivalents 54,242,576 2.7 9.0 0.6 2.1 1.3 -- -- 1.3 Apr-15
91 Day T-Bills    0.6 2.1 1.2 0.8 0.4 0.9 Apr-15

Public Fixed Income 539,920,269 26.7 89.2 2.7 1.3 6.9 3.1 -- 5.3 Dec-10
BBgBarc Multiverse TR    2.4 -0.3 1.8 1.2 3.3 2.0 Dec-10

Short Term Core Bonds 255,818,339 12.6 47.4 1.4 3.5 -- -- -- 1.9 Jun-17
BBgBarc US Treasury 1-3 Yr TR    1.0 2.7 1.0 1.0 1.0 1.4 Jun-17

IR&M 1-3 Year Strategy 255,818,339 12.6 100.0 1.4 3.5 -- -- -- 1.9 Jul-17
BBgBarc US Treasury 1-3 Yr TR    1.0 2.7 1.0 1.0 1.0 1.4 Jul-17

eV US Short Duration Fixed Inc Net Rank      60 22 -- -- --  43 Jul-17

Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group

1 All Private Equity market values are one quarter lagged unless otherwise noted. Huff and Lone Star valuations are more than a quarter lagged because updated valuations were not released at the time of report production.
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Market Value
($)

% of
Portfolio

% of
Sector

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Global Bonds 65,592,576 3.2 12.1 3.0 -4.9 2.0 1.5 -- 2.6 Dec-10
BBgBarc Global Aggregate TR    2.2 -0.4 1.5 1.0 3.0 1.8 Dec-10

eV All Global Fixed Inc Net Rank      62 95 76 68 --  67 Dec-10

Brandywine Global Fixed Income 65,592,576 3.2 100.0 3.0 -4.9 2.1 1.5 6.4 4.5 Oct-04
BBgBarc Global Aggregate TR    2.2 -0.4 1.5 1.0 3.0 3.4 Oct-04

eV All Global Fixed Inc Net Rank      62 95 73 70 41  49 Oct-04

Bank Loans 114,748,574 5.7 21.3 3.3 2.6 6.9 3.9 -- 4.0 Jan-14
S&P/LSTA Leveraged Loan    4.0 3.0 5.7 3.6 -- 3.7 Jan-14

eV US Float-Rate Bank Loan Fixed Inc Net Rank      85 47 1 15 --  10 Jan-14

Loomis Sayles Senior Rate and Fixed Income 61,537,700 3.0 53.6 2.8 2.2 6.8 3.9 -- 4.0 Jan-14
S&P/LSTA Leveraged Loan    4.0 3.0 5.7 3.6 -- 3.7 Jan-14

eV US Float-Rate Bank Loan Fixed Inc Net Rank      94 86 2 18 --  12 Jan-14

Pacific Asset Management Corporate (Bank) Loan Strategy 53,210,874 2.6 46.4 3.8 3.1 -- -- -- 3.8 Aug-17
Credit Suisse Leveraged Loan    3.8 3.3 5.9 3.8 -- 3.8 Aug-17

eV US Float-Rate Bank Loan Fixed Inc Net Rank      40 11 -- -- --  8 Aug-17

High Yield 83,529,659 4.1 15.5 5.4 1.9 9.9 3.4 -- 6.3 Dec-10
BBgBarc Global High Yield TR    6.3 2.4 7.3 4.0 11.1 6.3 Dec-10

eV Global High Yield Fixed Inc Net Rank      85 84 1 84 --  28 Dec-10

Loomis Sayles High Yield Fund 83,529,659 4.1 100.0 5.4 1.9 10.4 4.0 12.4 9.2 Oct-98
BBgBarc Global High Yield TR    6.3 2.4 7.3 4.0 11.1 8.2 Oct-98

eV Global High Yield Fixed Inc Net Rank      85 84 1 51 1  1 Oct-98

Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Market Value
($)

% of
Portfolio

% of
Sector

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Emerging Markets Debt 20,231,121 1.0 3.7 5.6 -1.7 6.8 3.1 -- 3.5 Dec-10
50% JPM EMBI/50% JPM GBI-EM    4.9 -1.8 4.6 2.2 -- 3.1 Dec-10

eV All Emg Mkts Fixed Inc Net Rank      46 57 18 53 --  56 Dec-10

Ashmore EM Blended Debt 20,231,121 1.0 100.0 5.6 -1.7 -- -- -- 0.8 Dec-17
Ashmore Blended Debt Benchmark    4.6 -0.9 4.4 2.4 5.8 0.8 Dec-17

eV All Emg Mkts Fixed Inc Net Rank      46 57 -- -- --  41 Dec-17

Private Debt 11,006,326 0.5 1.8 0.6 7.9 -3.8 -- -- -2.9 Jan-16
Barclays Global High Yield +2%    6.8 4.4 9.5 -- -- 10.2 Jan-16

Total Real Assets 663,557,803 32.8 32.8 2.8 3.2 6.4 -2.3 -- -1.8 Dec-10
Total Real Assets Policy Index    2.1 6.7 6.9 9.0 -- 11.6 Dec-10

Real Estate 436,873,528 21.6 65.8 1.2 5.7 5.3 -5.8 -4.1 3.8 Mar-85
NCREIF Property (1-quarter lagged)    1.4 6.7 7.2 9.3 7.5 8.1 Mar-85

Natural Resources 168,942,189 8.3 25.5 7.8 0.5 -0.4 3.0 -- 4.6 Dec-10
NCREIF Farmland Total Return Index 1Q Lag    2.9 6.7 6.7 8.6 11.2 12.5 Dec-10

Infrastructure 57,742,085 2.9 8.7 1.0 -6.8 16.5 8.5 -- 7.9 Jul-12
S&P Global Infrastructure TR USD    14.1 9.2 8.7 5.4 10.9 8.4 Jul-12

XXXXX

Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group

1 All Private Market market values are one quarter lagged unless otherwise noted.
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Statistics Summary
5 Years Ending December 31, 2018

Anlzd Return Anlzd Standard
Deviation Information Ratio Beta Sharpe Ratio Tracking Error

_

DPFP -0.5% 5.6% -1.3 0.5 -0.2 5.5%

     Policy Index 6.4% 4.5% -- 1.0 1.3 0.0%

Public Equity 5.3% 11.0% 0.4 1.0 0.4 1.8%

     Public Equity Weighted Index 4.5% 11.0% -- 1.0 0.4 0.0%

Global Equity 5.3% 11.0% 0.4 1.0 0.4 1.8%

     Global Equity Weighted Index 4.7% 11.0% -- 1.0 0.4 0.0%

Private Equity -9.5% 16.8% -1.0 0.0 -0.6 20.3%

     Private Equity Custom Benchmark 11.1% 11.2% -- 1.0 0.9 0.0%

Public Fixed Income 3.1% 4.7% -0.1 1.1 0.5 1.5%

     Public Fixed Income Weighted Index 3.3% 4.1% -- 1.0 0.6 0.0%

Global Bonds 1.5% 6.3% 0.1 1.1 0.1 3.8%

     BBgBarc Global Aggregate TR 1.1% 4.5% -- 1.0 0.1 0.0%

High Yield 2.9% 6.4% -0.4 1.2 0.3 2.3%

     BBgBarc US High Yield TR 3.8% 5.1% -- 1.0 0.6 0.0%

Emerging Markets Debt 2.3% 8.2% 0.3 1.0 0.2 2.1%

     50% JPM EMBI/50% JPM GBI-EM 1.8% 7.9% -- 1.0 0.1 0.0%

Real Estate -5.4% 13.7% -0.9 -1.3 -0.4 15.6%

     NCREIF Property Index 9.3% 3.9% -- 1.0 2.2 0.0%

Natural Resources 1.9% 5.0% -0.7 0.0 0.3 13.4%

     Natural Resources Benchmark (Linked) 11.0% 12.9% - 1.0 0.8 0.0%

Infrastructure 9.6% 29.1% 0.2 0.0 0.3 30.9%

     S&P Global Infrastructure TR USD 4.1% 10.1% - 1.0 0.3 0.0%

Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of March 31, 2019

Benchmark History
As of March 31, 2019

_

DPFP

1/1/2019 Present
40% MSCI ACWI IMI Net USD / 10% MSCI Emerging Market IMI Net / 5% Cambridge Associates US All PE (1 Qtr Lag) / 12% BBgBarc US Treasury 1-3 Yr TR / 4% BBgBarc
Global Aggregate TR / 4% BBgBarc Global High Yield TR / 4% BBgBarc US Aggregate TR / 4% S&P/LSTA Leveraged Loan / 4% 50% JPM EMBI/50% JPM GBI-EM / 5%
NCREIF Farmland Total Return Index 1Q Lag / 5% NCREIF Property (1-quarter lagged) / 3% 91 Day T-Bills

10/1/2018 12/31/2018
40% MSCI ACWI Gross / 10% MSCI Emerging Markets Gross / 5% Private Equity Custom Benchmark / 12% BBgBarc US Treasury 1-3 Yr TR / 4% 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

4/1/2016 9/30/2018

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% 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

4/1/2014 3/31/2016 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

1/1/2014 3/31/2014 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

Prepared by Meketa Investment Group

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
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Disclaimer, Glossary, and Notes 
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Dallas Police and Fire Pension System 

Disclaimer 

 

 

Prepared by Meketa Investment Group 

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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Dallas Police and Fire Pension System 

Notes 

 

 

Prepared by Meketa Investment Group 

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. 

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 regular dividends.  Sometimes a company that has good fundamentals may be viewed unfavorably by the market if it is an industry that 
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Dallas Police and Fire Pension System 

Notes 

 

 

Prepared by Meketa Investment Group 

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. 

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. 

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. 

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. 

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 
5.26% (current yield) 

= 6.26% (yield to maturity) 5 (yrs. to maturity) 

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

Page 34 of 34

2019 06 13 Board Meeting - REGULAR AGENDA 2019 06 13

98



 

F U N D  E V A L U A T I O N  R E P O R T  

 

 

Dallas Police & Fire Pension System 

Private Markets Review 
As of December 31, 2018 

 
 

 

 

 

M E K E T A   I N V E S T M E N T   G R O U P  

B O S T O N  
M A S S A C H U S E T T S  

C H IC A G O  
I L L I N O I S  

M I A M I  
F LO R I D A  

N E W  Y O R K  
N E W  Y O R K  

P O R T L A N D  
O R E G O N  

S A N  D IE G O  
C A L I F O R N I A  

LO N D O N  
U N I T E D  K I N G D O M  

www. m ek et a gr ou p . com  

2019 06 13 Board Meeting - REGULAR AGENDA 2019 06 13

99



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

Prepared by Meketa Investment Group

Dallas Police & Fire Pension System

Private Markets Review
As of December 31, 2018
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Dallas Police & Fire Pension System

Private Markets Review
As of December 31, 2018

Prepared by Meketa Investment Group

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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Prepared by Meketa Investment Group

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

Dallas Police & Fire Pension System

Private Markets Review
As of December 31, 2018
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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 by  Dallas Police and Fire  investment staff
4. The current quarter valuations for Huff and Lone Star are not yet available. These valuations will be reflected in the next quarterly report

Dallas Police & Fire Pension System

Active Funds with Unfunded Commitments Overview
As of December 31, 2018

Prepared by Meketa Investment Group
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Prepared by Meketa Investment Group

Dallas Police & Fire Pension System

Private Equity and Debt
As of December 31, 2018
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Dallas Police & Fire Pension System

Private Equity and Debt
As of December 31, 2018

Prepared by Meketa Investment Group

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

Private Equity and Debt
As of December 31, 2018

1. Private Markets performance reflected is composed of active investments only.
2. Current quarter valuations for Huff and Lone Star are not yet available. These valuations will be reflected in the next quarterly report. Lone Star valuations directed by Dallas Police and Fire investment staff.
 

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

Dallas Police & Fire Pension System

Real Estate
As of December 31, 2018

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

Real Estate
As of December 31, 2018

Prepared by Meketa Investment Group

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
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Dallas Police & Fire Pension System

Real Estate
As of December 31, 2018

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

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

Natural Resources
As of December 31, 2018

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

Natural Resources
As of December 31, 2018

Prepared by Meketa Investment Group

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
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Dallas Police & Fire Pension System

Natural Resources
As of December 31, 2018

Prepared by Meketa Investment Group

Natural Resource Investments Overview
_

Active Funds Commitments Valuations Performance
_

Investment Name Vintage
Year

Commitment
 ($)

Paid In Capital 
 ($)

Distributions
 ($)

Valuation
 ($)

Total Value
 ($)

Gain/Loss
 ($)

Call
Ratio DPI TVPI IRR

(%)
_

Agriculture
Hancock Agricultural 1998 74,420,001 74,420,001 125,555,634 133,221,698 258,777,332 184,357,331 1.00 1.69 3.48 15.40
Total Agriculture 74,420,001 74,420,001 125,555,634 133,221,698 258,777,332 184,357,331 1.00 1.69 3.48 15.40
Timber
BTG Pactual 2006 81,985,533 81,985,533 16,500,000 31,977,442 48,477,442 -33,508,091 1.00 0.20 0.59 -8.05
Forest Investment Associates 1992 59,649,696 59,649,696 100,530,209 8,721,764 109,251,973 49,602,277 1.00 1.69 1.83 7.73
Total Timber 141,635,229 141,635,229 117,030,209 40,699,206 157,729,415 16,094,186 1.00 0.83 1.11 2.02
Total 216,055,230 216,055,230 242,585,843 173,920,904 416,506,747 200,451,517 1.00 1.12 1.93 9.24

_

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.
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Dallas Police & Fire Pension System

Infrastructure
As of December 31, 2018

Prepared by Meketa Investment Group

1.'Other/Diversified' is composed of various operating and developing infrastructure project exposure
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Dallas Police & Fire Pension System

Infrastructure
As of December 31, 2018

Prepared by Meketa Investment Group

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

Infrastructure
As of December 31, 2018

Prepared by Meketa Investment Group

1. Private markets performance reflected is composed of active investments only
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Private Markets Review
List of Completed Funds
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Dallas Police & Fire Pension System

Private Markets Review
As of December 31, 2018

Prepared by Meketa Investment Group
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Prepared by Meketa Investment Group

Dallas Police & Fire Pension System

Private Markets Review
As of December 31, 2018
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Dallas Police and Fire Pension System 

Disclaimer 

 

 

Prepared by Meketa Investment Group 

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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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C11 
 
 

Topic: Hearthstone Portfolio Update and Possible Sale 
 
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: Todd Rosa, Vice President - Hearthstone 
 
Discussion: In 2015, Hearthstone was engaged to take over investment management of 

several DPFP land holdings. The two remaining assets in this portfolio, Spring 
Valley and Harris Creek, are in the Boise, Idaho area and have been marketed 
since 2017. Spring Valley consists of approximately 6,000 acres located in 
Eagle, Idaho planned for over 7,000 residential lots. Harris Creek consists of 
over 9,000 acres of raw land in the foothills of Boise County. Hearthstone will 
discuss the marketing process to date for each property and provide a 
recommended course of action. 

 
Staff 
Recommendation: Approve the sale of Spring Valley and Harris Creek.  
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The conclusions and recommendations contained in this Residential Portfolio Review are derived from forecasts and projections based on
Hearthstone’s assumptions and beliefs and on information currently available to Hearthstone. Such forecasts and projections are subject to risks
and uncertainties which could cause actual results to differ materially from those anticipated. Consequently, nothing contained in this Review
should be construed or implied as a representation, warranty, or guarantee that the conclusions and recommendations contained herein will ever be
realized or achieved. Nothing in this Review shall be deemed to impart legal, engineering, geologic, or environmental expertise nor should this
Review be considered or referred to as an appraisal.

Residential Portfolio Review

Spring Valley and Harris Creek

DPFPS Board Presentation – Open Session 
June 13, 2019

Confidential
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• Hearthstone was appointed Investment Manager in February 2015 of four real estate assets in Idaho (Spring Valley,

Harris Creek, Dry Creek, and Nampa) and one real estate asset in Colorado (Sandstone Ranch).

• Hearthstone presented a Strategic Review with initial findings and recommendations to the DPFPS Board in August

2015.

• Nampa sold in December 2015; Dry Creek sold in September 2016; and Sandstone Ranch sold in January 2018.

• Hearthstone prepared Spring Valley’s Asset Disposition Analysis in June 2017.

• The marketing of Harris Creek and Spring Valley began in April 2017 and August 2017, respectively. Spring Valley

and Harris Creek are now contracted to be sold. Approval of the sale of these assets is being sought from the

DPFPS Board.

1

Timeline of Engagement and Tasks

Confidential
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Spring Valley – Location Map

Spring Valley is located a few miles north east of Highway 16

and West Beacon Light Road at the north eastern corner of

the City of Eagle in unincorporated Ada County, Idaho. The

Project Site is situated on over 6,000 gross acres in a valley

surrounded by foothills and varied topography.

The conceptual development plan consists of 7,128

residential units on 4,470 acres at a density of 1.59 du’s/acre,

252 acres of commercial development, 170 acres for a golf

course and 1,171 acres of open space/utility.

Spring Valley is located north east of

Highway 16 and West Beacon Light Road

at the northeastern corner of the City of

Eagle in unincorporated Ada County,

Idaho. The Project Site is situated on

6,017 gross acres in a valley surrounded

by foothills and varied topography.

Boise Eagle

Spring Valley 33 minutes 15 minutes

Proximity to:

2 Confidential
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Harris Creek – Location Map

3 Confidential

Harris Creek is comprised of approximately

9,633 acres of non-contiguous land in the

foothills of Boise County, Idaho,

approximately 10 miles northeast of Spring

Valley. The majority of this acreage is

challenged by steep topography and a lack

of convenient access.
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, June 13, 2019 

ITEM #C12 
 
 

Topic: Natural Resources Overview - Hancock 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. 
 

Attendees:  Adam Gore, CFA, Portfolio Manager - Hancock 
 Rick Bodio, CFA, Director - Hancock 
 Skeet Ponder, Portfolio Analyst - Hancock  
 
Discussion: Representatives of Hancock Natural Resource Group will update the Board on 

the status and plans for DPFP’s agricultural portfolio, as well as provide a 
market update on the major crops in the DPFP portfolio – Almonds and 
Pistachios. Hancock has managed DPFP’s direct farmland investments since 
1998.  
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https://www.ncpers.org/ace


http://www.williamsandjensen.com/about-us/principals-associates/anthony-j-roda
http://www.williamsandjensen.com


https://www.ncpers.org/cos


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






http://www2.segalco.com/ps-teacher-pension-study-report-jan-2019.pdf










https://www.ncpers.org/ace


https://pointofview.northerntrust.com/there-are-hidden-risks-lurking-in-your-portfolios-3ceac74125ea
https://pointofview.northerntrust.com/there-are-hidden-risks-lurking-in-your-portfolios-3ceac74125ea


https://www.ncpers.org/cos


https://www2.deloitte.com/content/dam/insights/us/articles/us-generational-wealth-trends/DUP_1371_Future-wealth-in-America_MASTER.pdf
https://www2.deloitte.com/content/dam/insights/us/articles/us-generational-wealth-trends/DUP_1371_Future-wealth-in-America_MASTER.pdf
https://www.cfainstitute.org/en/research/survey-reports/esg-survey-2017
https://www.cfainstitute.org/en/research/survey-reports/esg-survey-2017
https://www.ncpers.org/membership


https://www.facebook.com/NCPERS
https://www.linkedin.com/company/national-conference-on-public-employee-retirement-systems
https://www.youtube.com/user/ncpers630
https://twitter.com/NCPERS
http://www.ncpers.org/blog_home.asp
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