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AGENDA 

 
 

Date: December 5, 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, December 12, 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. TRUSTEES 

 
Welcome New and Reappointed Trustees 

 
 
B. MOMENT OF SILENCE 

 
 

C. CONSENT AGENDA 
 
  1. Approval of Minutes 
 

Regular meeting of November 19, 2019  
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  2. Approval of Refunds of Contributions for the Month of November 2019 
 
  3. Approval of Activity in the Deferred Retirement Option Plan (DROP) for 

December 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 Payment of Military Leave Contributions 
 
 

D. DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR INDIVIDUAL 
CONSIDERATION 
 
  1. Investment Advisory Committee Appointment 
 
  2. Chairman’s Discussion Items 
 

2020 Board Calendar  
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  3. 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 claims against City 
of Dallas regarding unpaid contributions under USERRA, claims involving 
overpayment of benefits, consideration of legal options regarding DPFP’s 
interests in funds managed by Lone Star Investment Advisors or any other legal 
matter in which the duty of the attorneys to DPFP and the Board under the Texas 
Disciplinary Rules of Professional Conduct clearly conflicts with Texas Open 
Meeting laws. 

 
  4. 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. 
 

  5. Portfolio Update 
 
  6. Third Quarter 2019 Investment Performance Analysis and Second Quarter 2019 

Private Markets & Real Assets Review 
 
  7. Fixed Income Portfolio Review 
 
  8. Interpretation of Qualified Surviving Spouse Special Death Benefit 
 
  9. 2020 Proposed Budget  
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10. Funding Policy – Combined Pension Plan 
 
11. Report on Professional Services Committee 
 
12. Monthly Contribution Report 
 
13. Board approval of Trustee education and travel 
 

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

14. Pension Obligation Bonds 
 
15. Performance Review of Executive Director 
 

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. 

 
 
E. BRIEFING ITEMS 

 
  1. Public Comment 
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  2. Executive Director’s report 

 

a. Associations’ newsletters 
• NCPERS PERSist (Fall 2019) 

b. Open Records 
c. Seeking Trustee Input for Executive Performance Reviews 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
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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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #A1 
 
 

Topic: Welcome New and Reappointed Trustees 
 
 
Discussion: The terms of Nicholas Merrick, Ray Nixon and Kneeland Youngblood ended on 

August 31, 2019. These three trustees have been serving as hold-over trustees 
waiting for Mayor Johnson to make his trustee appointments. Mayor Johnson 
made the following appointments: 
 
Steve Idoux 
Mark Malveaux 
Allen R. Vaught 
 
The terms of the new trustees will end on August 31, 2021. 
 
In addition, Robert Walters resigned from the Board and Mayor Johnson appointed 
Nicholas Merrick to complete the remaining term which ends August 31, 2020. 
 

 

2019 12 12 Board Meeting - REGULAR AGENDA 2019 12 12

6



2019 12 12 Board Meeting - REGULAR AGENDA 2019 12 12

7



Mayor Eric L. Johnson 
City of Dallas 

ROBERT C. WALTERS 

 

 

 

November 22, 2019 

 
 

Dear Mayor Johnson: 

Please accept this letter as the notice of my resignation from the Dallas Police and 
Fire Pension System's board. It has been my distinct honor and privilege to serve as a 
trustee for the past two years. 

As I know you appreciate, the health and of the pension system is crucial to public 
safety and the vitality of our City. During these important years, our board and system 
staff worked diligently and together to guide the system through the overhaul mandated by 
HB 315 8, a vital piece of legislation intended to normalize and place the system on a path 
to solvency. I endeavored to contribute my knowledge and efforts during this complex 
transition process. We made good progress, and while the fund is far from where it needs 
to be, we stabilized a pension system that threatened the City's finances, led to credit 
downgrades, and spurred an exodus of veteran police officers and firefighters. Because 
my expertise is less important for the board's purposes going forward, I believe it is in the 
City's and pension system's best interest that I step aside at this juncture. Of course, you 
may be assured that I will continue to work in. any way I can to advance the system's and 
the City's interests. 

Finally, I want to thank you for your leadership and for your service to Dallas. We 
are deeply in your debt for your ongoing efforts on behalf of the City and its citizens. I 
very much look forward to working with you in the years ahead to better our City. 
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Steve joined Lockton Dunning Benefits in March 2007 as partner and 

vice president. Prior to joining Lockton Dunning Benefits, Steve served 

in a sales and account management role at CIGNA. He is a recognized 

thought leader in employee benefits and possesses extensive 

experience aligning various types of health and welfare plans to 

corporate business objectives.  

Over the course of his career. Steve has helped his clients save 

hundreds of millions of dollars in all areas of human resources including 

employee benefits. compensation. technology and operations. 

 

 

Education 

The University of Oklahoma, B.B.A., Management Information Systems 

Professional Affiliations  

DFW Business Group on Health, Member  

International Society of Certified Employee Benefits Specialists. Member Southwest Benefits 

Association. Member  

Professional Licensing 

Group I - General Lines - Life, Accident. Health and HMO  

Texas Property and Casualty  

Civic Involvement  

Dallas Friday Group, Board Member  

Friends of the Dallas Police. Vice President  

March of Dimes. Board Member 

2015 Chair - March for Babies  

2015 - Ambassador Family  

2012-2015 - Breakfast with a Champion  

2018 Chair - Signature Chefs 

Step Up!, Board Member  

Teach for America  

State Fair of Texas. Chairman's Task Force  

Awards and Recognition  

Dallas Business Journal, 40 under 40  

University of Oklahoma. 40 Most Influential Alumni 
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Mark Malveaux joined the law firm of McCall, Parkhurst and Horton L.L.P. 

in 1993 and became a partner January 2000. Mr. Malveaux was the first 

African American public finance partner at a majority firm in the State of 

Texas. Mr. Malveaux received his Juris Doctor from the University of 

Virginia School of Law in 1992, where he was a quarterfinalist in the law 

school’s Minor-Lile Moot Court competition and was awarded the 

Bracewell & Patterson Oral Advocacy Award. 

Mr. Malveaux received his B.S. in Economics, magna cum laude, from 

Southern University in 1989. As an undergraduate, he was the first student 

at the school to be selected as a Harry S. Truman Scholar in 1987. Mr. 

Malveaux also studied public policy as a Sloan Fellow at Princeton 

University’s Woodrow Wilson School of Public and International Affairs. 

Mr. Malveaux’s practice includes work as bond counsel, underwriter’s 

counsel and disclosure counsel. 

Mr. Malveaux has extensive experience in public finance and fixed income. Mr. Malveaux has served 

as bond counsel to DFW Airport for nearly 20 years and has served as its counsel in over $10 billion 

dollars of debt obligations. Mr. Malveaux also has served on transactions for other large Texas issuers. 

Mr. Malveaux’s expertise extends to serving as securities/disclosure counsel to governmental entities. 

Moreover, Mr Malveaux has served on the board of the transportation solution startup company, 

Savoya, where he was an angel investor. 

Mr. Malveaux’s professional affiliations include membership in the Texas State Bar, the American Bar 

Association, the Dallas Bar Association and the National Association of Bond Lawyers (NABL). He is 

also a fellow at the American College of Bond Counsel. Mr. Malveaux also served as a member of the 

board of directors of Texas C-Bar, a non-profit organization that provides pro bono transactional legal 

services. Mr. Malveaux has also been a financial supporter of the groundbreaking Dallas area boarding 

school experience AT LAST!, which will provide boarding school opportunities to Dallas Independent 

School District students. 
 

 

Mark Malveaux 
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Allen Vaught has been a licensed attorney for over 21 years. His practice 

primarily focuses on employment law and includes wage payment 

requirements (FLSA), medical leave (FMLA), and military service leave 

(USERRA). Vaught has tried many cases in state and federal court and 

has the distinction of having won every FLSA case taken to trial. 

Vaught served in the Texas House of Representatives from 2007 to 2011 

where he was appointed as Vice Chair of the Committee on Defense and 

Veterans Affairs, Vice Chair of the Criminal Jurisprudence Committee, 

Chair of the Subcommittee on Violent Crimes, and Chair of the 

Subcommittee on Border, Health, and School Centered Emergencies. 

Vaught was also a member of the Family Law committee. He introduced 

and helped pass the Veteran’s Court Bill making Texas the second state 

in the United States to address mental health needs of our Veterans in 

the state judicial system. He received top legislator awards from many 

non-partisan groups, including the Texas Police Chiefs Association, Texas PTA, Children’s Hospital 

Association of Texas, and Texas District and County Attorneys Association.   

Vaught served as a U.S. Army captain in Iraq from April 2003 until March 2004 and led the first Civil 

Affairs/PSYOPS team to enter Fallujah. After eventually being transferred to Sadr City, Vaught was 

injured by an IED. He was honorably discharged from the Army as a result of his injuries. Vaught’s 

awards include the Purple Heart, Combat Action Badge, and Order of the Spur. His unit also received 

the Valorous Unit Award for their Fallujah operations. 

EDUCATION            

Baylor University (B.B.A. – Accounting, 1995). 

• Member, Baylor football team. 

• Vice President, Sigma Alpha Epsilon. 

South Texas College of Law (J.D., 1997). 

• Mock trial championship team 1997. 

• Phi Delta Phi.  

 

LAW PRACTICE            

Vaught Firm, LLC, 1910 Pacific Avenue, Suite 9150, Dallas, Texas 75201. Litigation practice 

primarily focused on federal and state employment law. Significant trial and appellate experience and 

many published federal cases. 
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LAW PRACTICE (cont.) 

Licensed Attorney:  

Texas, 1998, Mississippi, 2005. 

   Admitted to practice before the: 

▪ United States Courts of Appeal for the Fifth Circuit, Ninth Circuit, and Armed 

Forces;  

▪ United States District Courts for the following Districts: Eastern and Western 

Districts of Arkansas; District of Colorado; Southern District of Indiana; 

Southern District of Mississippi; District of New Mexico; Northern District of 

Ohio; Western District of Oklahoma; Northern, Eastern, Southern, and 

Western Districts of Texas; and the Eastern and Western Districts of 

Wisconsin; and 

▪ United States Court of Federal Claims. 

Legal Awards/Distinctions: 

Named 2012, 2013, 2014, 2015, 2016, 2017, 2018, & 2019 “Super Lawyer” by Thomson 

Reuters Super Lawyers publication (Employment and Labor Law emphasis – limited to 

top 5% of Texas lawyers). 

Texas Lawyer “Litigator of the Week” Award (Sep. 10, 2012) (relative to jury verdict for 

unpaid overtime wages for employees misclassified as independent contractors). 

Member of National Employment Lawyers Association (“NELA”). 

 

ELECTED OFFICE           

Texas House of Representatives, Texas House District 107 - Dallas, 2007 to 2011. 

Texas House Committee Leadership Positions: 

• Vice Chairperson, Committee on Defense and Veterans Affairs, 2009 to 2011. 

• Chairperson, Interim Subcommittee on Border Security, Health, and School Centered 

Emergencies, 2010 to 2011. 

• Chairperson, Subcommittee on Violent Crimes, 2009. 

• Vice Chairperson, Committee on Criminal Jurisprudence, 2007 to 2009. 

Top Legislator/Legislator of the Year Awards: 

• Golden Bootie Award, Children’s Hospital Association of Texas (2010). 

• Law and Order Award, Texas District and County Attorneys Association (2009).  

• Legislative Award, Texas Police Chiefs Association (2009). 

• Children’s Advocacy Award, Texas Pediatric Society (2009). 

• Legislative Advocate of the Year, Texas PTA (2009). 

• Legislative Initiatives Nurturing Children Award, Children’s Medical Center of Dallas (2009).  

• Legislator of the Year, Association of Texas Professional Educators, Region 10 (2009).  

• Friends of Veterans Award, Texas Criminal Justice Coalition (2009). 
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Regular Board Meeting – Thursday, December 12, 2019 

 
ITEM #B 

 
MOMENT OF SILENCE 

 
In memory of our Members and Pensioners who recently passed away 

 
 

 NAME ACTIVE/ 
RETIRED 

DEPARTMENT DATE OF DEATH 

Ricky P. Alberts 

Royce Massingill 

Terry L. Speulda 

Retired 

Retired 

Retired 

Fire 

Police 

Fire 

Nov. 12, 2019 

Nov. 17, 2019 

Nov. 17, 2019 
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Dallas Police and Fire Pension System 
Tuesday, November 19, 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 William F. Quinn, Nicholas A. Merrick, Joseph P. Schutz, Robert B. 

French, Ray Nixon, Susan M. Byrne, Tina Hernandez Patterson (by 
phone), Robert C. Walters, Armando Garza, Kneeland Youngblood 
(by phone) 

 
Present at 9:58 Tina Hernandez Patterson 
 
Absent: Gilbert A. Garcia 
 
Staff Kelly Gottschalk, Josh Mond, Kent Custer, Brenda Barnes, John Holt, 

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

 
Others Jill Svoboda, Matt Liu, Scott Freeman, Robert Jones, Jerry Rhodes, 

Sandy Alexander, Janis Elliston, David Elliston, Sheri Kowalski 
 

*  *  *  *  *  *  *  * 
 
The meeting was called to order at 8:30 a.m. 
 
The meeting was recessed at 10:22 a.m. and reconvened at 10:23 a.m. 
 

*  *  *  *  *  *  *  * 
 
 

A. MOMENT OF SILENCE 
 
The Board observed a moment of silence in memory of retired police officers 
Thomas E. Williams, Johnnie L. Sullivan, Felix G. Woodrow, Fredrick H. Smith, 
Robert E. McKinney, and retired firefighters M. E. Jungjohann, W. E. Sheppeard, 
Charles R. Pitman, John L. Ellison, Robert A. Davis, Luanne E. Kimball-East,  
H. K. Cops, Edward H. Ryer. 
 
No motion was made. 

  

2019 12 12 Board Meeting - REGULAR AGENDA 2019 12 12

15



Regular Board Meeting 
Tuesday, November 19, 2019 
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*  *  *  *  *  *  *  * 
 
 
B. CONSENT AGENDA 
 

  1. Approval of Minutes 
 

a. Required Public meeting of October 10, 2019 
b. Regular meeting of October 10, 2019 

 
After discussion, Ms. Byrne made a motion to approve the minutes of the required 
public meeting of October 2019. Mr. Walters seconded the motion, which was 
unanimously approved by the Board. 
 
After discussion, Mr. Nixon made a motion to approve the minutes of the regular 
meeting of October 2019. Mr. Walters seconded the motion, which was unanimously 
approved by the Board. 
 
After discussion, Mr. Merrick made a motion to approve the remaining items on the 
Consent Agenda, subject to the final approval of the staff. Ms. Byrne seconded the 
motion, which was unanimously approved by the Board. 

 
*  *  *  *  *  *  *  * 

 
 
C. DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR 

INDIVIDUAL CONSIDERATION 
 
  1. Lone Star Investment Advisors Fund Extensions and Update 

 
The Lone Star Growth Capital fund original term expired in October 2018 and 
has been extended twice. The Lone Star CRA fund original term expired in April 
2019 and has been extended once. The current extensions for both funds expired 
on October 25, 2019. The General Partner proposed a six-month extension of 
each fund term with no management fee. 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 executive session – Legal at 8:33 a.m.  
 
The meeting was reopened at 9:20 a.m. 
 
After discussion, Mr. Merrick made a motion to authorize the Executive Director 
to enter into six-month extensions with no management fee on the Lone Star 
Growth Capital and Lone Star CRA funds. Ms. Byrne seconded the motion, 
which was unanimously approved by the Board.  
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Regular Board Meeting 
Tuesday, November 19, 2019 
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*  *  *  *  *  *  *  * 
 

  2. 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 claims 
against City of Dallas regarding unpaid contributions under USERRA, 
consideration of legal options regarding DPFP’s interests in funds managed 
by Lone Star Investment Advisors, claims related to overpayment of benefits 
or any other legal matter in which the duty of the attorneys to DPFP and the 
Board under the Texas Disciplinary Rules of Professional Conduct clearly 
conflicts with Texas Open Meeting laws. 
 
The Board went into closed executive session – Legal at 8:33 a.m.  
 
The meeting was reopened at 9:20 a.m. 
 
No motion was made. 
 

*  *  *  *  *  *  *  * 
 
  3. Chairman’s Discussion Item 
 

Mayoral Trustee Appointments 
 
The Chairman briefed the Board on the status of the Mayoral Trustee 
Appointments. 
 
No motion was made. 
  

*  *  *  *  *  *  *  * 
 

  4. Financial Audit 
 

a. 2018 Audit Results 
b. Audit Committee 
c. 2019 Auditing Services Provider 
 
a. Representatives from BDO, DPFP’s independent audit firm, were present 

to discuss the results of their audit for the year ended December 31, 2018. 
 

After discussion, Ms. Byrne made a motion to approve issuance of the 2018 
audit report, subject to final review and approval by BDO and the Executive 
Director.  Mr. Walters seconded the motion, which was unanimously 
approved by the Board. 
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Regular Board Meeting 
Tuesday, November 19, 2019 
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  4. Financial Audit  (continued) 
 
b. The Audit Committee met with representatives of BDO on October 30, 

2019. The Committee Chair commented on Committee observations and 
advice. 

 
c. In 2015, the Board gave direction to conduct a competitive selection process 

for specific service providers, including the audit firm, every five years 
unless the Board explicitly waives or extends the requirement. BDO has 
conducted the audit for six years. Staff discussed the pros and cons of 
conducting a competitive selection process for auditing services. 

 
After discussion, Mr. Quinn made a motion to extend for one year the 
requirement to conduct a selection process for auditing services to allow 
BDO to conduct the 2019 audit. Ms. Hernandez Patterson seconded the 
motion, which was approved by the following vote: 
For: Mr. Quinn, Mr. Merrick, Mr. Schutz, Mr. Nixon, Ms. Byrne, Ms. 
Hernandez Patterson, Mr. Walters, Mr. Garza, Mr. Youngblood 
Against: Mr. French 

 
*  *  *  *  *  *  *  * 

 
  5. 2018 Comprehensive Annual Financial Report 

 
Staff presented a draft of the 2018 Comprehensive Annual Financial Report. 
 
The report is scheduled to be completed following final approval by the Executive 
Director, as well as BDO. Upon completion, the report will be posted to the DPFP 
website and provided to the Pension Review Board and the City of Dallas. 
 
After discussion, Mr. Nixon made a motion to authorize the Executive Director 
to issue the 2018 Comprehensive Annual Financial Report upon finalization. Ms. 
Hernandez Patterson seconded the motion, which was unanimously approved by 
the Board. 

 
*  *  *  *  *  *  *  * 

 
  6. Funding Path Sensitivity 

 
In response to Mr. Merrick’s request of the Actuary, Segal, at the October 2019 
Board meeting, staff presented detail about the impact of a 6.5% rate of return 
assumption on the projected funding path for the Combined Plan. 
 
No motion was made. 
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Regular Board Meeting 
Tuesday, November 19, 2019 
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*  *  *  *  *  *  *  * 

 
  7. Funding Policy 

 
Senate Bill 2224 was adopted by the Texas Legislature in 2019 and requires that 
the Board adopt a funding policy that details the Board’s plan for achieving a 
funded ratio for DPFP that is equal to or greater than 100 percent. 
 
The Funding Policy must be adopted prior to January 1, 2020. The Board 
provided feedback on the draft funding policy and staff will present the final 
policy for adoption at the December 2019 Board meeting. 
 
No motion was made. 

 
*  *  *  *  *  *  *  * 

 
Mr. Merrick and Mr. Nixon left the meeting at 10:39 a.m. 
 

*  *  *  *  *  *  *  * 
 

  8. Quarterly Financial Reports 
 
The Chief Financial Officer presented the third quarter 2019 financial statements. 
 
No motion was made. 
 

*  *  *  *  *  *  *  * 
 

  9. Monthly Contribution Report 
 

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

*  *  *  *  *  *  *  * 
 

10. Required Training Manual Delivery 
 
Section 3.013(c) of Article 6243a-1 requires the Executive Director annually 
deliver a training manual covering certain subject areas set forth in Section 
3.013(b). 
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Regular Board Meeting 
Tuesday, November 19, 2019 
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10. Required Training Manual Delivery  (continued) 

 
The Executive Director provided an overview of the contents, addressed new 
items in the manual and answered questions concerning the training manual. 
 
No motion as made. 
 

*  *  *  *  *  *  *  * 
 

11. Second reading and discussion of the 2020 Budget 
 

The Chief Financial Officer reviewed changes to the proposed budget from the 
first reading. 

 
After discussion, the Board directed staff to present the amended budget to the 
Board for consideration at the December 12, 2019 Board meeting.  The Board 
also authorized forwarding the 2020 proposed budget to the City of Dallas for 
comment and the posting of the proposed budget to www.dpfp.org for member 
review prior to the December meeting. 

 
*  *  *  *  *  *  *  * 

 
12. Portfolio Update 

 
Investment Staff briefed the Board on recent events and current developments 
with respect to the investment portfolio. 
 
No motion was made. 

 
*  *  *  *  *  *  *  * 

 
13. Benefit Underpayment Notification 

 
Pursuant to the Correction of Errors in Benefits Payments Policy the Executive 
Director briefed the Board about an underpayment of a benefit in excess of 
$10,000. 
 
No motion was made.  
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Regular Board Meeting 
Tuesday, November 19, 2019 
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*  *  *  *  *  *  *  * 
 

14. 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. 
 

*  *  *  *  *  *  *  * 
 

15. Hardship Request 
 
The Board went into closed executive session – Medical at 9:21 a.m.  
 
The meeting was reopened at 9:26 a.m. 
 
After discussion, Mr. Nixon made a motion to deny the hardship request because 
the expense could be relieved through other financial means.  Mr. Garza seconded 
the motion, which was unanimously approved by the Board. 
 

*  *  *  *  *  *  *  * 
 

 
D. BRIEFING ITEMS 
 

  1. Public Comment 
 

The Board received public comments during the open forum. 
 

*  *  *  *  *  *  *  * 
 

  2. Executive Director’s report 
 

a. Associations’ newsletters 
(1) NCPERS Monitor (October 2019) 
(2) NCPERS Monitor (November 2019) 

b. Open Records 
 
The Executive Director’s report was presented.  
 

*  *  *  *  *  *  *  * 
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Regular Board Meeting 
Tuesday, November 19, 2019 
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Ms. Gottschalk stated that there was no further business to come before the Board. On a 
motion by Mr. Schutz and a second by Ms. Byrne, the meeting was adjourned at 11:42 a.m. 
 
 
 
 

 
_______________________ 
William F. Quinn 
Chairman 
 
 

ATTEST: 
 
 
 
 
_____________________ 
Kelly Gottschalk 
Secretary 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D1 
 
 

Topic: Investment Advisory Committee Appointment 
 
 
Discussion: The Board will discuss possible candidates to serve on the Investment 

Advisory Committee. 
 
Staff 
Recommendation: Appoint members of the Investment Advisory Committee. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D2 
 
 

Topic: Chairman’s Discussion Items 
 

2020 Board Calendar 
 
 
Discussion: The Chairman will brief the Board on this item. 
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G:\Agendas Active 2019\2019 12\12 12 2019 Regular\D02a Att1 Board Meetings 2020.docx 

 
 
 

2020 BOARD MEETING DATES 
 

 

Date Starting 
Time 

 

Type of  
Meeting 

Posting/ 
Publication 

Date 
    
Jan. 9 8:30 AM Regular Jan. 3 

 
Feb. 13 8:30 AM Regular 

 
Feb. 7 

Mar. 12 8:30 AM Regular 
 

Mar. 6 

Apr. 9 8:30 AM Regular 
 

Apr. 3 

May 14 8:30 AM Regular and 
Required Public Meeting 

 

May 8 

Jun. 11 8:30 AM Regular 
 

Jun. 5 

Jul. 9 8:30 AM Regular 
 

Jul. 3 

Aug. 13 8:30 AM Regular 
 

Aug. 7 

Sep. 10 8:30 AM Regular and 
Required Public Meeting 

 

Sep. 4 

Oct. 8 8:30 AM Regular 
 

Oct. 2 

Nov. 12 8:30 AM Regular 
 

Nov. 6 

Dec. 10 8:30 AM Regular 
 

Dec. 4 

 
Board meetings normally are held on the second Thursday of the month in the Second Floor Board Room, 4100 Harry Hines Blvd., 
Dallas. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D3 
 
 

Topic: 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 
claims against City of Dallas regarding unpaid contributions under 
USERRA, claims involving overpayment of benefits, consideration of legal 
options regarding DPFP’s interests in funds managed by Lone Star 
Investment Advisors or any other legal matter in which the duty of the 
attorneys to DPFP and the Board under the Texas Disciplinary Rules of 
Professional Conduct clearly conflicts with Texas Open Meeting laws. 

 
 
Discussion: Counsel will brief the Board on these issues. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D4 
 
 

Topic: 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. 

 
 
Discussion: Investment Staff will update the Board on recent performance, operational, and 

administrative developments with respect to DPFP investments in funds 
managed by Lone Star Investment Advisors. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D5 
 
 

Topic: Portfolio Update 
 
 
Discussion: Investment Staff will brief the Board on recent events and current developments 

with respect to the investment portfolio. 
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Portfolio Update

December 12, 2019
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Asset Allocation

2

% weight $ millions
11/30/19 Target Variance 11/30/19 Target Variance

Equity 40.8% 55.0% -14.2% 846 1,142 -295
Global Equity 24.1% 40.0% -15.9% 500 830 -331
Emerging Markets 2.4% 10.0% -7.6% 50 208 -157
Private Equity* 14.3% 5.0% 9.3% 296 104 193

Fixed Income 31.8% 35.0% -3.2% 660 726 -66
Safety Reserve - Cash 4.8% 3.0% 1.8% 99 62 37
Safety Reserve - ST IG Bonds 12.7% 12.0% 0.7% 263 249 13
Investment Grade Bonds 1.8% 4.0% -2.2% 37 83 -46
Global Bonds 3.2% 4.0% -0.8% 67 83 -16
High Yield Bonds 4.1% 4.0% 0.1% 84 83 1
Bank Loans 3.9% 4.0% -0.1% 80 83 -3
Emerging Mkt Debt 1.0% 4.0% -3.0% 21 83 -62
Private Debt* 0.5% 0.0% 0.5% 9 0 9

Real Assets* 27.4% 10.0% 17.4% 569 208 362
Real Estate* 18.3% 5.0% 13.3% 379 104 276
Natural Resources* 6.5% 5.0% 1.5% 134 104 30
Infrastructure* 2.7% 0.0% 2.7% 56 0 56

Total 100.0% 100.0% 0.0% 2,076 2,076 0

Safety Reserve 17.4% 15.0% 2.4% 362 311 50
*Private Market Assets 42.2% 15.0% 27.2% 875 311 564
Source: Preliminary JP Morgan Custodial Data, Staff Calculations

DPFP Asset Allocation
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2019 Investment Review Calendar*

3

1Q19 
• Real Estate Reviews: Vista 7, King’s Harbor, & Museum Tower
• Real Estate Presentations:  Clarion, AEW
• Global Equity Structure Review (Staff/Meketa)

2Q19
• Staff Timber Portfolio Review (FIA & BTG)
• Natural Resources: Hancock Presentation
• Real Estate: Hearthstone Presentation

July  • Infrastructure: Staff review of AIRRO and JPM Maritime

Sept. • Private Equity: Staff review of Private Equity and Debt

October • Global Equity Manager Reviews

December • Fixed Income Manager Reviews

*Presentation schedule is subject to change. 
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D6 
 
 

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

 
 
Attendees: Aaron Lally, Executive Vice President – Meketa Investment Group 
 Shawn Bowen, Assistant 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 September 30, 2019  
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Dallas Police and Fire Pension System 

Agenda 

 

 

Prepared by Meketa Investment Group 

1. Executive Summary 

2. 3Q19 Review 

3. Disclaimer, Glossary, and Notes 
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Executive Summary
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

Third Quarter Performance Driver 

 Total third quarter DPFP performance was significantly skewed (positively) from one private equity 
investment.  

 The impact (+$83.7 million in unrealized appreciation) is due to the updated December 31, 2018 valuation 
of Huff Energy Fund.   

 DPFP’s net asset value in the fund increased from $98.0 million to $181.7 million.  No cash flows occurred 
in-between valuation dates.  The increase in fund NAV was directly attributable to a single portfolio company. 

 The December 31, 2018 valuation was released in late August 2019 and applied to the third quarter DPFP 
performance report.  

 Staff follow-up confirmed that the valuation process was consistent with the prior years and that the valuation 
increase was primarily driven by changes in assumptions.  

Page 4 of 36 
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

DPFP 3Q19 Flash Summary 

Category Result Notes 

Total Fund Performance Return Positive 4.1%  

Performance vs. Policy Index Outperformed 4.1% vs. 0.1% 

Performance vs. Peers Outperformed 1st percentile in peer group in 3Q191 

Asset Allocation vs. Targets Favorable Overweight PE and underweight EM helped 

Safety Reserve Exposure Sufficient $351 million (approximately 17%) 

Active Management Favorable Private Equity 

DPFP Public Markets vs. 60/402 Underperformed -0.3% vs. 0.2% 

DPFP Public Markets vs. Peers Underperformed 97th percentile in peer group in 3Q191 

Compliance with Targets No Under minimums in Investment Grade Bond and EM Debt3 

  

                                        
1  InvestorForce Public DB $1-$5 billion net accounts. 
2  Performance of Total Fund excluding private market investments relative to a 60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index. 
3  Investment Grade Bonds and Emerging Market Debt are below target minimums in accordance with following the implementation plan approved by the Trustees. 
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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 5.2%  

Performance vs. Policy Index Outperformed 5.2% vs. 1.9% 

Performance vs. Peers Outperformed 5th percentile in peer group1 

Asset Allocation vs. Targets Favorable Overweight PE and underweight EM helped 

Active Management Favorable PE, Global Equity, EM Equity - Positive Selection 

DPFP Public Markets vs. 60/402 Underperformed 3.2% vs. 3.7% 

DPFP Public Markets vs. Peers Underperformed 51st percentile in peer group1 

DPFP Trailing Three-Year Flash Summary 

Category Trailing 3 YR Result 3 YR Notes 

Total Fund Performance Return Positive 4.1%  

Performance vs. Policy Index Underperformed 4.1% vs. 6.3% 

Performance vs. Peers Underperformed 99th percentile in peer group1 

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

DPFP Public Markets vs. 60/402 Underperformed 5.6% vs. 6.4% 

DPFP Public Markets vs. Peers Underperformed 99th percentile in peer group1 

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

$2,051.4

-$31.5

$2,002.6

$1,900

$1,925

$1,950

$1,975

$2,000

$2,025

$2,050

$2,075

Beginning Market
Value

Net Cash Flow Net Investment
Change

Ending Market
Value

$80.3
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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 Three 

Asset Class Absolute Performance2 

 

 Asset class performance was mixed during the quarter. 

 In absolute terms, private equity appreciated the most, gaining approximately $84 million in market value. 

 Real estate depreciated the most, losing approximately $4 million in market value. 

  

                                        
1  Estimated gain/loss calculated by multiplying beginning market value by quarterly performance.  
2  Investment grade bonds was funded on September 4 and was not included in this analysis. 

-$5,000,000

$10,000,000

$25,000,000

$40,000,000

$55,000,000

$70,000,000
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

Quarterly Relative Performance 

Asset Classes vs. Benchmarks1 

Top Three and Bottom Three 
Asset Classes vs. Benchmarks 

 In the quarter, private equity, private debt and natural resources had the best relative performance. 

 Emerging markets debt, real estate and global bonds had the worst relative performance in the quarter. 

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

                                        
1  Investment grade bonds was funded on September 4 and was not included in this analysis. 
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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 

 

 Six 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, global equity and 
high yield bonds. 

 Private equity, private debt and natural resources had the worst relative performance over the three-year 
trailing period. 
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0.7%

1.6%
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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 

 

$280 million 
combined 
exposure 

 

Bottom Three 
Underperformers 

in Quarter 

 

$203 million 
combined 
exposure 

1.70%
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

Liquidity Exposure 
as of September 30, 20191 

Exposure ($mm) Targets 

  

 Approximately 43% 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. 
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Municipal Dallas Police and Fire Pension System 

Executive Summary 

 

 

Prepared by Meketa Investment Group 

 Legacy Assets 
 Exposure ($ mm) 

 
$574 million 

Net Asset Value of Legacy Assets 

 

 

$239 - RE

$25 - Infrastructure

$310 - PE
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3Q19 Review 

Page 14 of 36 

2019 12 12 Board Meeting - REGULAR AGENDA 2019 12 12

48



Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Allocation vs. Targets and Policy
Current

Balance
Current

Allocation Policy Policy Range Within IPS
Range?

_

Equity $835,669,923 41% 55%
Global Equity $473,766,806 23% 40% 18% - 48% Yes
Emerging Market Equity $48,313,408 2% 10% 0% - 12% Yes
Private Equity $313,589,709 15% 5%

Fixed Income and Cash $649,404,340 32% 35%
Cash $89,679,516 4% 3% 0% - 5% Yes
Short-Term Investment Grade Bonds $261,582,683 13% 12% 5% - 15% Yes
Investment Grade Bonds $36,706,556 2% 4% 2% - 6% No
Bank Loans $80,511,192 4% 4% 2% - 6% Yes
High Yield Bonds $83,880,156 4% 4% 2% - 6% Yes
Global Bonds $66,941,579 3% 4% 2% - 6% Yes
Emerging Market Debt $20,537,798 1% 4% 2% - 6% No
Private Debt $9,564,860 0% 0%

Real Assets $566,358,857 28% 10%
Real Estate $380,103,520 19% 5%
Natural Resources $130,193,631 6% 5%
Infrastructure $56,061,706 3% 0%

Total $2,051,433,119 100% 100%
XXXXX

Prepared by Meketa Investment Group

As of 9/30/2019, the Safety Reserve exposure was approximately $351.3 million (17.1%).
Rebalancing ranges are not established for illiquid assets (Private Equity, Private Debt, Natural Resources, Infrastructure and Real Estate)
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group
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Attribution Summary
3 Months Ending September 30, 2019

Wtd. Actual
Return

Wtd. Index
Return

Excess
Return

Selection
Effect

Allocation
Effect

Total
Effects

Global Equity -0.3% 0.1% -0.4% -0.1% 0.0% -0.1%
Emerging Markets Equity -5.1% -4.1% -1.0% 0.0% 0.3% 0.3%
Private Equity 36.5% 4.7% 31.8% 3.7% 0.3% 4.0%
Cash Equivalents 0.6% 0.5% 0.1% 0.0% 0.0% 0.0%
Short Term Core Bonds 0.8% 0.6% 0.2% 0.0% 0.0% 0.0%
Investment Grade Bonds -0.6% 2.3% -2.9% 0.0% -0.1% -0.1%
Global Bonds -1.5% 0.7% -2.3% -0.1% 0.0% -0.1%
Bank Loans 0.9% 1.0% -0.1% 0.0% 0.0% 0.0%
High Yield -0.6% -0.7% 0.1% 0.0% 0.0% 0.0%
Emerging Markets Debt -2.8% 0.4% -3.2% 0.0% 0.0% 0.0%
Private Debt 0.8% -0.2% 0.9% 0.0% 0.0% 0.0%
Real Estate -0.9% 1.5% -2.4% -0.5% 0.2% -0.3%
Natural Resources 1.7% 0.7% 0.9% 0.1% 0.0% 0.1%
Infrastructure 0.4% 0.6% -0.1% 0.0% 0.0% 0.0%
Total 4.1% 0.2% 3.9% 3.1% 0.8% 3.9%

 

Attribution Summary
3 Months Ending September 30, 2019

Wtd. Actual
Return

Wtd. Index
Return

Excess
Return

Selection
Effect

Allocation
Effect

Total
Effects

Dallas Police & Fire Pension System

DPFP
As of September 30, 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 September 30, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Asset Class Performance Summary (Net)
Market Value

($)
% of

Portfolio
QTD

(%)
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

DPFP 2,051,433,119 100.0 4.1 9.1 5.2 4.1 0.2 3.4 5.9 Jun-96
Policy Index   0.1 9.9 1.9 6.3 6.9 8.2 -- Jun-96
Allocation Index   1.0 8.0 3.0 6.7 7.1 7.9 7.2 Jun-96
Total Fund Ex Private Markets   -0.3 10.3 3.2 5.6 4.5 7.3 5.4 Jun-96
60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index   0.2 12.2 3.7 6.4 4.9 6.2 6.0 Jun-96

XXXXX

Global Equity 473,766,806 23.1 -0.3 18.1 2.1 11.0 8.3 9.5 6.4 Jul-06
MSCI ACWI IMI Net USD   -0.2 15.9 0.5 9.4 6.6 8.4 5.9 Jul-06

Emerging Markets Equity 48,313,408 2.4 -5.1 7.2 3.3 -- -- -- -2.2 Jan-18
MSCI Emerging Market IMI Net   -4.3 5.4 -2.4 5.4 2.0 3.4 -6.1 Jan-18

Private Equity 313,589,709 15.3 36.5 25.2 24.2 -4.9 -6.4 -0.7 1.0 Oct-05
Cambridge Associates US All PE (1 Qtr Lag) 4.7 8.0 12.0 15.6 11.7 14.7 12.9 Oct-05

XXXXX

Cash Equivalents 89,679,516 4.4 0.6 1.8 2.4 1.6 -- -- 1.5 Apr-15
91 Day T-Bills 0.5 1.7 2.3 1.5 1.0 0.5 1.1 Apr-15

Short Term Core Bonds 261,582,683 12.8 0.8 3.7 4.7 -- -- -- 2.5 Jun-17
BBgBarc US Treasury 1-3 Yr TR 0.6 3.1 4.4 1.5 1.3 1.2 2.0 Jun-17

Investment Grade Bonds 36,706,556 1.8
BBgBarc US Aggregate TR 2.3 8.5 10.3 2.9 3.4 3.7 8.8 Aug-18

Global Bonds 66,941,579 3.3 -1.5 5.1 3.8 1.9 1.8 -- 2.7 Dec-10
BBgBarc Global Aggregate TR 0.7 6.3 7.6 1.6 2.0 2.3 2.1 Dec-10

Bank Loans 80,511,192 3.9 0.9 5.9 2.7 4.8 4.1 -- 4.1 Jan-14
S&P/LSTA Leveraged Loan 1.0 6.8 3.1 4.5 4.0 -- 3.8 Jan-14

High Yield 83,880,156 4.1 -0.6 5.7 -0.4 5.5 3.2 -- 6.0 Dec-10
BBgBarc Global High Yield TR -0.7 8.8 5.0 4.8 4.5 7.4 6.2 Dec-10

Emerging Markets Debt 20,537,798 1.0 -2.8 7.0 6.5 3.8 3.3 -- 3.5 Dec-10
50% JPM EMBI/50% JPM GBI-EM 0.4 10.4 10.9 3.9 3.1 -- 3.5 Dec-10

Private Debt 9,564,860 0.5 0.8 2.3 0.9 -2.2 -- -- -2.1 Jan-16
Barclays Global High Yield +2% -0.2 10.4 7.1 6.9 -- -- 9.8 Jan-16

XXXXX

1 Please see the Appendix for composition of the Custom Benchmarks. 2 As of 9/30/2019, the Safety Reserve exposure was approximately $351.3 million (17.1%).3 All private market data is one quarter lagged, unless otherwise noted.

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group

All private market data is one quarter lagged, unless otherwise noted.

Asset Class Performance Summary (Net)
Market Value

($)
% of

Portfolio
QTD

(%)
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Real Estate 380,103,520 18.5 -0.9 0.3 0.9 4.2 -6.3 -3.5 3.7 Mar-85
NCREIF Property (1-quarter lagged) 1.5 4.8 6.5 6.9 8.8 9.3 8.1 Mar-85

Natural Resources 130,193,631 6.3 1.7 5.4 4.3 -2.0 1.4 -- 4.1 Dec-10
NCREIF Farmland Total Return Index 1Q Lag 0.7 4.3 5.7 6.3 8.0 11.1 11.9 Dec-10

Infrastructure 56,061,706 2.7 0.4 -2.8 -6.0 16.1 7.1 -- 6.8 Jul-12
S&P Global Infrastructure TR USD 0.6 20.8 14.6 8.0 5.8 7.8 8.6 Jul-12

XXXXX
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Trailing Net Performance
Market Value

($)
% of

Portfolio
% of

Sector
QTD

(%)
YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

DPFP 2,051,433,119 100.0 -- 4.1 9.1 5.2 4.1 0.2 3.4 5.9 Jun-96
Policy Index    0.1 9.9 1.9 6.3 6.9 8.2 -- Jun-96
Allocation Index    1.0 8.0 3.0 6.7 7.1 7.9 7.2 Jun-96
Total Fund Ex Private Markets    -0.3 10.3 3.2 5.6 4.5 7.3 5.4 Jun-96
60% MSCI ACWI IMI Net/40% Barclays Global Aggregate Index    0.2 12.2 3.7 6.4 4.9 6.2 6.0 Jun-96

InvestorForce Public DB $1-5B Net Rank      1 98 5 99 99 99  82 Jun-96

Total Equity 835,669,923 40.7 40.7 10.6 19.9 9.5 1.0 2.1 -- 5.1 Dec-10
MSCI ACWI IMI Net USD    -0.2 15.9 0.5 9.4 6.6 8.4 7.5 Dec-10

Public Equity 522,080,214 25.4 62.5 -0.7 17.0 2.2 10.6 8.0 9.4 6.3 Jul-06
MSCI ACWI IMI Net USD    -0.2 15.9 0.5 9.4 6.6 8.4 5.9 Jul-06

eV All Global Equity Net Rank      60 47 40 30 33 43  41 Jul-06

Global Equity 473,766,806 23.1 90.7 -0.3 18.1 2.1 11.0 8.3 9.5 6.4 Jul-06
MSCI ACWI IMI Net USD    -0.2 15.9 0.5 9.4 6.6 8.4 5.9 Jul-06

eV All Global Equity Net Rank      51 39 40 26 30 40  39 Jul-06

Boston Partners Global Equity Fund 119,473,739 5.8 25.2 0.4 11.7 -4.8 -- -- -- 3.1 Jul-17
MSCI World Net    0.5 17.6 1.8 10.2 7.2 9.0 7.9 Jul-17

eV Global Large Cap Value Eq Net Rank      47 61 78 -- -- --  64 Jul-17

Manulife Global Equity Strategy 120,848,508 5.9 25.5 1.7 21.9 8.2 -- -- -- 7.1 Jul-17
MSCI ACWI Net    0.0 16.2 1.4 9.7 6.7 8.3 7.2 Jul-17

eV Global Large Cap Value Eq Net Rank      15 1 1 -- -- --  13 Jul-17

Invesco (fka OFI) Global Equity 115,255,884 5.6 24.3 -3.8 17.3 -1.8 12.0 7.9 10.1 5.9 Oct-07
MSCI ACWI Net    0.0 16.2 1.4 9.7 6.7 8.3 4.1 Oct-07

eV Global Large Cap Growth Eq Net Rank      93 87 89 73 84 74  65 Oct-07

Walter Scott Global Equity Fund 118,188,675 5.8 24.9 0.4 20.8 6.3 13.6 9.9 -- 9.9 Dec-09
MSCI ACWI Net    0.0 16.2 1.4 9.7 6.7 8.3 8.2 Dec-09

eV Global Large Cap Growth Eq Net Rank      36 65 49 39 34 --  70 Dec-09

Dallas Police & Fire Pension System

DPFP
As of September 30, 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
(%)

YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Emerging Markets Equity 48,313,408 2.4 9.3 -5.1 7.2 3.3 -- -- -- -2.2 Jan-18
MSCI Emerging Market IMI Net    -4.3 5.4 -2.4 5.4 2.0 3.4 -6.1 Jan-18

eV Emg Mkts Equity Net Rank      82 57 22 -- -- --  10 Jan-18

RBC Emerging Markets Equity 48,313,408 2.4 100.0 -5.1 7.2 3.3 -- -- -- -2.2 Jan-18
MSCI Emerging Market IMI Net    -4.3 5.4 -2.4 5.4 2.0 3.4 -6.1 Jan-18

eV Emg Mkts Equity Net Rank      82 57 22 -- -- --  10 Jan-18

Private Equity 313,589,709 15.3 37.5 36.5 25.2 24.2 -4.9 -6.4 -0.7 1.0 Oct-05
Cambridge Associates US All PE (1 Qtr Lag)    4.7 8.0 12.0 15.6 11.7 14.7 12.9 Oct-05

Total Fixed Income 649,404,340 31.7 31.7 0.2 4.3 3.2 3.0 2.0 6.4 5.2 Jul-06
BBgBarc Multiverse TR    0.6 6.5 7.5 1.8 2.1 2.5 3.9 Jul-06

eV All Global Fixed Inc Net Rank      75 85 81 64 76 14  39 Jul-06

Cash Equivalents 89,679,516 4.4 13.8 0.6 1.8 2.4 1.6 -- -- 1.5 Apr-15
91 Day T-Bills    0.5 1.7 2.3 1.5 1.0 0.5 1.1 Apr-15

Public Fixed Income 550,159,964 26.8 84.7 0.1 4.7 3.4 4.6 3.3 -- 5.2 Dec-10
BBgBarc Multiverse TR    0.6 6.5 7.5 1.8 2.1 2.5 2.3 Dec-10

eV All Global Fixed Inc Net Rank      76 83 81 36 48 --  24 Dec-10

Short Term Core Bonds 261,582,683 12.8 47.5 0.8 3.7 4.7 -- -- -- 2.5 Jun-17
BBgBarc US Treasury 1-3 Yr TR    0.6 3.1 4.4 1.5 1.3 1.2 2.0 Jun-17

IR&M 1-3 Year Strategy 261,582,683 12.8 100.0 0.8 3.7 4.7 -- -- -- 2.5 Jul-17
BBgBarc US Treasury 1-3 Yr TR    0.6 3.1 4.4 1.5 1.3 1.2 2.0 Jul-17

eV US Short Duration Fixed Inc Net Rank      56 57 45 -- -- --  46 Jul-17

Investment Grade Bonds 36,706,556 1.8 6.7         
BBgBarc US Aggregate TR    2.3 8.5 10.3 2.9 3.4 3.7 8.8 Aug-18

Vanguard Total Bond Market Index Inst 36,706,556 1.8 100.0         
BBgBarc US Aggregate TR    2.3 8.5 10.3 2.9 3.4 3.7 -- Oct-19

Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

1 All Private Equity market values are one quarter lagged unless otherwise noted. Lone Star NAV as of 12/31/2018.

Prepared by Meketa Investment Group
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Market Value
($)

% of
Portfolio

% of
Sector

QTD
(%)

YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Global Bonds 66,941,579 3.3 12.2 -1.5 5.1 3.8 1.9 1.8 -- 2.7 Dec-10
BBgBarc Global Aggregate TR    0.7 6.3 7.6 1.6 2.0 2.3 2.1 Dec-10

eV All Global Fixed Inc Net Rank      91 81 79 75 79 --  67 Dec-10

Brandywine Global Fixed Income 66,941,579 3.3 100.0 -1.5 5.1 3.8 1.9 1.6 4.4 4.5 Oct-04
BBgBarc Global Aggregate TR    0.7 6.3 7.6 1.6 2.0 2.3 3.6 Oct-04

eV All Global Fixed Inc Net Rank      91 81 79 75 84 46  57 Oct-04

Bank Loans 80,511,192 3.9 14.6 0.9 5.9 2.7 4.8 4.1 -- 4.1 Jan-14
S&P/LSTA Leveraged Loan    1.0 6.8 3.1 4.5 4.0 -- 3.8 Jan-14

eV US Float-Rate Bank Loan Fixed Inc Net Rank      68 75 61 10 29 --  11 Jan-14

Loomis Sayles Senior Rate and Fixed Income 39,671,717 1.9 49.3 0.5 4.9 1.9 4.5 3.9 -- 4.0 Jan-14
S&P/LSTA Leveraged Loan    1.0 6.8 3.1 4.5 4.0 -- 3.8 Jan-14

eV US Float-Rate Bank Loan Fixed Inc Net Rank      90 90 81 15 42 --  14 Jan-14

Pacific Asset Management Corporate (Bank) Loan Strategy 40,839,475 2.0 50.7 1.4 7.1 3.6 -- -- -- 4.4 Aug-17
Credit Suisse Leveraged Loan    0.9 6.4 3.1 4.7 4.1 -- 4.1 Aug-17

eV US Float-Rate Bank Loan Fixed Inc Net Rank      19 19 21 -- -- --  7 Aug-17

High Yield 83,880,156 4.1 15.2 -0.6 5.7 -0.4 5.5 3.2 -- 6.0 Dec-10
BBgBarc Global High Yield TR    -0.7 8.8 5.0 4.8 4.5 7.4 6.2 Dec-10

eV Global High Yield Fixed Inc Net Rank      89 94 95 64 90 --  61 Dec-10

Loomis Sayles High Yield Fund 83,880,156 4.1 100.0 -0.6 5.7 -0.4 5.5 3.5 8.0 8.9 Oct-98
BBgBarc Global High Yield TR    -0.7 8.8 5.0 4.8 4.5 7.4 8.2 Oct-98

eV Global High Yield Fixed Inc Net Rank      89 94 95 63 85 11  26 Oct-98

Emerging Markets Debt 20,537,798 1.0 3.7 -2.8 7.0 6.5 3.8 3.3 -- 3.5 Dec-10
50% JPM EMBI/50% JPM GBI-EM    0.4 10.4 10.9 3.9 3.1 -- 3.5 Dec-10

eV All Emg Mkts Fixed Inc Net Rank      94 85 86 54 56 --  58 Dec-10

Ashmore EM Blended Debt 20,537,798 1.0 100.0 -2.8 7.0 6.5 -- -- -- 1.3 Dec-17
Ashmore Blended Debt Benchmark    0.0 8.8 9.0 3.6 3.0 4.2 2.7 Dec-17

eV All Emg Mkts Fixed Inc Net Rank      94 85 86 -- -- --  67 Dec-17

Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group
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Market Value
($)

% of
Portfolio

% of
Sector

QTD
(%)

YTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

10 Yrs
(%)

Inception
(%)

Inception
Date

_

Private Debt 9,564,860 0.5 1.5 0.8 2.3 0.9 -2.2 -- -- -2.1 Jan-16
Barclays Global High Yield +2%    -0.2 10.4 7.1 6.9 -- -- 9.8 Jan-16

Total Real Assets 566,358,857 27.6 27.6 -0.2 1.3 1.2 5.4 -3.0 -- -1.8 Dec-10
Total Real Assets Policy Index    1.1 4.5 6.1 6.6 8.4 -- 11.2 Dec-10

Real Estate 380,103,520 18.5 67.1 -0.9 0.3 0.9 4.2 -6.3 -3.5 3.7 Mar-85
NCREIF Property (1-quarter lagged)    1.5 4.8 6.5 6.9 8.8 9.3 8.1 Mar-85

Natural Resources 130,193,631 6.3 23.0 1.7 5.4 4.3 -2.0 1.4 -- 4.1 Dec-10
NCREIF Farmland Total Return Index 1Q Lag    0.7 4.3 5.7 6.3 8.0 11.1 11.9 Dec-10

Infrastructure 56,061,706 2.7 9.9 0.4 -2.8 -6.0 16.1 7.1 -- 6.8 Jul-12
S&P Global Infrastructure TR USD    0.6 20.8 14.6 8.0 5.8 7.8 8.6 Jul-12

XXXXX

Dallas Police & Fire Pension System

DPFP
As of September 30, 2019

Prepared by Meketa Investment Group

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

DPFP
As of September 30, 2019

Benchmark History
As of September 30, 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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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. 
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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 June 30, 2019
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Dallas Police & Fire Pension System

Private Markets Review
As of June 30, 2019

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 June 30, 2019
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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

Dallas Police & Fire Pension System

Active Funds with Unfunded Commitments Overview
As of June 30, 2019

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 June 30, 2019
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Dallas Police & Fire Pension System

Private Equity and Debt
As of June 30, 2019

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 June 30, 2019

1. Private Markets performance reflected is composed of active investments only.
2. 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 June 30, 2019

Prepared by Meketa Investment Group
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Dallas Police & Fire Pension System

Real Estate
As of June 30, 2019

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 June 30, 2019

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 June 30, 2019

Prepared by Meketa Investment Group

Page 12 of 21 

2019 12 12 Board Meeting - REGULAR AGENDA 2019 12 12

82



Dallas Police & Fire Pension System

Natural Resources
As of June 30, 2019

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 June 30, 2019

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
 ($)

Unrealized
Gain/Loss

 ($)

Call
Ratio DPI TVPI IRR

(%)
_

Agriculture
Hancock Agricultural 1998 74,420,001 74,420,001 153,803,328 101,742,930 255,546,258 181,126,257 1.00 2.07 3.43 15.09
Total Agriculture 74,420,001 74,420,001 153,803,328 101,742,930 255,546,258 181,126,257 1.00 2.07 3.43 15.09
Timber
BTG Pactual 2006 82,115,647 82,115,647 18,300,000 29,982,683 48,282,683 -33,832,964 1.00 0.22 0.59 -7.74
Forest Investment Associates 1992 59,649,696 59,649,696 100,730,209 8,707,530 109,437,739 49,788,043 1.00 1.69 1.83 7.72
Total Timber 141,635,229 141,635,229 119,030,209 38,690,213 157,720,422 15,955,079 1.00 0.84 1.11 1.97
Total 216,185,344 216,185,344 272,833,537 140,433,143 413,266,680 197,081,336 1.00 1.26 1.91 9.02

_

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.

Page 14 of 21 

2019 12 12 Board Meeting - REGULAR AGENDA 2019 12 12

84



Dallas Police & Fire Pension System

Infrastructure
As of June 30, 2019

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 June 30, 2019

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 June 30, 2019

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 June 30, 2019

Prepared by Meketa Investment Group
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Prepared by Meketa Investment Group

Dallas Police & Fire Pension System

Private Markets Review
As of June 30, 2019
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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, December 12, 2019 

ITEM #D7 
 
 

Topic: Fixed Income Portfolio Review 
 
 
Discussion: Staff will provide an overview of DPFP public fixed income investments. 
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Public Fixed Income Portfolio Review

December 12, 2019
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Public Fixed Income Structure Overview

Fixed Income Portfolio Milestones

• April 2016 : Added short-term investment grade bond allocation and funded IR+M with $50MM in June 2017
• December 2017: Transition from Ashmore Dollar Denominated Emerging Market Debt & Ashmore Local 

Currency Emerging Market Debt portfolios to Ashmore’s Blended Emerging Market Debt portfolio
• April 2018: Increased safety reserve allocation and added $198MM to IR+M in 2Q 2018
• Oct 2018: Approved new asset allocation which included a new 4% allocation to investment grade bonds
• Dec 2018: Approved Vanguard (VBTIX) as new investment grade bond investment and funded with $37MM in 

Sept 2019
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Portfolio Performance & Characteristics

3

Performance as of 9/30/19 QTD YTD 1 Yr 3 Yrs 5 Yrs SI (Dec-10)
DPFP Public Fixed Income 0.1% 4.7% 3.3% 4.5% 3.3% 5.2%
DPFP Public Fixed Income (ex IR+M) -0.5% 5.7% 2.2% 4.3% 3.2% 5.1%
Barclays Multiverse Total Return 0.6% 6.5% 7.5% 1.8% 2.1% 2.3%
*Performance is net of investment management fees provided by Meketa

as of 9/30/19
IR+M Vanguard Brandywine Loomis Loomis Pacific Asset Ashmore DPFP

(Short Investment Grade) (Investment Grade) (Global Bonds) (High Yield) (Bank Loans) (Bank Loans) (Emerging Market Debt) (Total)

Yield to Maturity 2.1% 2.3% 3.8% 6.2% 6.4% 5.6% 7.4% 3.6%
Average Quality AA AA A BB B B BB A
Weighted Avg Maturity 1.9 8.3 9.8 5.2 4.7 4.6 10.1 4.2
Average Duration 1.8 6.2 5.5 3.7 0.4 0.3 6.0 2.5

3 Year Statistics

Standard Deviation 0.96% 3.45% 6.99% 4.61% 2.65% 3.34% 2.31% 2.71%
Beta 0.91 1.01 1.14 0.75 0.91 1.04 1.24 0.38
Information Ratio 1.74 -0.17 0.06 0.24 -0.02 0.61 0.03 0.78
Sharpe Ratio 0.46 0.40 0.05 0.91 1.26 1.28 0.28 1.11

5 Year Statistics

Standard Deviation 0.89% 3.22% 6.75% 6.77% 3.62% 3.04% 8.63% 4.51%
Beta 0.90 1.01 1.17 1.04 1.13 0.89 1.30 0.60
Information Ratio 1.69 -0.17 -0.11 -0.30 -0.06 0.32 0.29 0.28
Sharpe Ratio 0.89 0.75 0.08 0.39 0.85 1.35 0.33 0.51
*Metrics provided by Meketa
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Investment Manager Performance

4

as of 9/30/19 QTD YTD 1 Yr 3 Yrs* 5 Yrs* 10Yrs* SI (6/2017)
Income Research + Management Short-term Investment Grade 0.76% 3.66% 4.72% 2.10% 1.91% 2.24% 2.36%
Barclays UST 1-3 Year 0.58% 3.07% 4.43% 1.53% 1.33% 1.18% 2.01%
Excess Return 0.18% 0.59% 0.29% 0.57% 0.58% 1.06% 0.35%
as of 9/30/19 QTD YTD 1 Yr 3 Yrs 5 Yrs 10Yrs SI (9/1995)
Vanguard Total Bond Market Index Fund (VBTIX)** 2.43% 8.70% 10.45% 2.91% 3.36% 3.71% 5.17%
Barclays US Aggregate Float Adjusted*** 2.33% 8.72% 10.44% 2.96% 3.40% 3.78% --
Excess Return 0.10% -0.02% 0.01% -0.05% -0.04% -0.07% --
as of 9/30/19 QTD YTD 1 Yr 3 Yrs 5 Yrs 10Yrs SI (12/2004)
Brandywine Global Bonds -1.50% 5.14% 3.82% 1.97% 1.58% 4.32% 4.52%
Barclays Global Aggregate 0.71% 6.32% 7.60% 1.59% 1.99% 2.34% 3.26%
Excess Return -2.21% -1.18% -3.78% 0.38% -0.41% 1.98% 1.26%
as of 9/30/19 QTD YTD 1 Yr 3 Yrs 5 Yrs 10Yrs SI (11/1998)
Loomis Sayles Full Discretion High Yield -0.39% 6.29% -0.29% 5.59% 3.60% 7.97% 9.43%
Barclays Global High Yield -0.67% 8.76% 4.97% 4.40% 4.69% 7.14% 7.79%
Excess Return 0.28% -2.47% -5.26% 1.19% -1.09% 0.83% 1.64%
as of 9/30/19 QTD YTD 1 Yr 3 Yrs 5 Yrs 10Yrs SI (1/2014)
Loomis Sayles Senior Floating Rate & Fixed Income 0.46% 4.85% 1.94% 4.51% 3.91% -- 3.99%
S&P Leveraged Loan 0.99% 6.79% 3.10% 4.53% 3.98% -- 3.84%
Excess Return -0.53% -1.94% -1.16% -0.02% -0.07% -- 0.15%
as of 9/30/19 QTD YTD 1 Yr 3 Yrs* 5 Yrs* 10Yrs* SI (7/2017)
Pacific Asset Management Bank Loans 1.34% 7.13% 3.58% 4.98% 4.27% 5.51% 4.55%
Credit Suisse Leveraged Loan 0.92% 6.39% 3.11% 4.68% 4.11% 5.38% 4.11%
Excess Return 0.42% 0.74% 0.47% 0.30% 0.16% 0.13% 0.44%
as of 9/30/19 QTD YTD 1 Yr 3 Yrs* 5 Yrs* 10Yrs* SI (12/2017)
Ashmore Emerging Market Debt -2.74% 7.27% 6.88% 3.86% 3.95% 5.15% 1.32%
50% JPM EMBI GD / 25% JPM ELMI+ / 25% JPM GBIEM GD 0.04% 8.75% 8.97% 3.56% 3.00% 4.20% 2.70%
Excess Return -2.78% -1.48% -2.09% 0.30% 0.95% 0.95% -1.38%
*Composite returns for IR+M, Pacific Asset Management and Ashmore EM Debt for 3yr, 5yr and 10yr returns
**DPFP invested in Vanguard (VBTIX) in September 2019.  VBTIX is a mutual fund and historical returns are shown for the fund.
***Barclays US Aggregate Float Adjusted does not go back to inception
****Performance is net of investment management fees and provided by investment managers and Meketa
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5

Market Value (09-30-2019): $261,572,726 Inception Date: June 2017

Investment Structure: Separate Account Benchmark: Barclays US Treasury 1-3Yr

Philosophy

• Relative-value orientation with a duration neutral approach that emphasizes bottom-up security selection 
• Careful security selection and risk management provide superior results over the long term
• Allocations to securitized bonds can add both high-quality diversification and yield to a portfolio
• This allocation is used as a secondary source of liquidity to DPFP while offering enhanced returns over cash

Process

• The Investment Committee sets sector allocation targets and the sector teams focus on security selection
• Research analysts perform security analysis on structure, price and credit (quality, liquidity and management)
• Portfolio construction is handled by the portfolio strategy team who takes into consideration the sector 

positioning, security selection, investment guidelines and cash flow needs of the portfolio
• Risk team conducts market risk evaluation, accesses relative value and monitors exposure to sectors & issuers

Organization

• Headquartered in Boston with consistent management since inception (1987)
• ~200 employees and 49 investment professionals with average tenure of 15 years for investment committee
• 55 employee shareholders who own >50% of the company, excluding founders’ ownership
• $75 Billion of assets focused exclusively on US fixed income management

Short Term Investment Grade BondsIncome Research + Management
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Income Research + Management

6

Performance SI Composite
as of 9/30/19 QTD YTD 1 Yr (6/2017) 3 Yrs 5 Yrs 10 Yrs
IR + M 0.76% 3.66% 4.72% 2.36% 2.10% 1.91% 2.24%
Barclays UST 1-3 Yr 0.58% 3.07% 4.43% 2.01% 1.53% 1.33% 1.18%
Excess Return 0.18% 0.59% 0.29% 0.35% 0.57% 0.58% 1.06%
Alpha -- -- 0.67% 0.34% 0.57% 0.61% 1.12%
Beta -- -- 0.82 0.87 0.91 0.90 0.91
*Performance is net of investment management fees

Volatility
as of 9/30/19 3 Yrs 5 Yrs 10 Yrs
Standard Deviation 0.96% 0.89% 0.95%
Tracking Error 0.24% 0.25% 0.52%
*Composite used for metrics prior to inception

Max Drawdown Feb-18 Nov-16 2008 2Q ’04
IR + M -0.59% -0.41% -3.44% -0.93%
Barclays UST 1-3 Yr -0.80% -0.59% -1.14% -1.06%

Performance Expectations

• Stable returns with low volatility, consistent with the fund mandate and role in our portfolio
• Long-term outperformance driven by overweight of high-quality spread sectors relative to the benchmark
• Modest underperformance during risk-off/spread widening environments
• Down-market protection is provided by typically having shorter duration than the benchmark, coupon interest 

and positive convexity

Performance Commentary

• Followed expectations with outperformance in 2018 and 2019 due to a decline in rates and an overweight to 
high quality spread sectors.  The fund experienced slight underperformance in 4Q18 due to underperformance 
of spread sectors vs. US Treasuries during the risk-off environment.

• Currently underweight US Treasuries and overweight all other sectors, which is in line with the strategy.  This 
results in a higher yield and lower credit quality relative to the benchmark.

• Added incrementally to high-quality, liquid securitized sectors in the first half of 2019.
• There has been minimal changes in allocation in 3Q19.

2019 12 12 Board Meeting - REGULAR AGENDA 2019 12 12

98



7

Market Value (09-30-2019): $36,706,555 Inception Date: Sept 2019

Investment Structure: Mutual Fund
Ticker: VBTIX Benchmark: Barclays US Aggregate Float Adjusted

Philosophy

• Provide broad passive diversified exposure to the investment-grade US bonds
• Provide moderate current income with high credit quality
• Track the Bloomberg Barclays US Aggregate Float Adjusted Index using index sampling

Process

• Tight index tracking is accomplished with duration and yield-curve matching, broad sector matching, 
subsector, quality & mortgage backed structure matching and tight issuer risk controls

Organization

• Vanguard is an American registered investment advisor based in Malvern, PA 
• Largest provider of mutual funds and second largest provider of ETFs with $5.3 trillion of assets
• More than 180 portfolio managers, traders, analysts, researchers and support

Investment Grade BondsVanguard Total Bond Market Index Fund
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Vanguard Total Bond Market Index Fund (VBTIX)

8

Performance
as of 9/30/19 QTD YTD 1 Yr 3Yrs 5Yrs 10Yrs
Vanguard (VBTIX)** 2.43% 8.70% 10.45% 2.91% 3.36% 3.71%
Barclays US Agg Float Adj 2.33% 8.72% 10.44% 2.96% 3.40% 3.78%
Excess Return 0.10% -0.02% 0.01% -0.05% -0.04% -0.07%
Alpha -- -- 0.01% -0.06% -0.06% -0.13%
Beta -- -- 1.00 1.01 1.01 1.02
*Performance is net of investment management fees
**Returns include changes in share price and reinvestments of dividends and capital gains

Performance Expectations

• To track the Bloomberg Barclays US Aggregate Float Adjusted Index with minimal tracking error
• The fund is expected to trail the benchmark slightly due to management fees of 3.5 bps

Performance Commentary

• Fund has tracked the benchmark with minimal tracking error as expected
• Asset class positioning: 43% US Treasuries, 22% Government Mortgage Backed Securities, 16% Industrials, 9% 

financials, 5% foreign government and 5% other
• Maturity positioning: 1% (< 1year), 24% (1-3 year), 26% (3-5 year), 30% (5-10 year), 4% (10-20 year), 14% (20-30 

year) & 1% (>30 years)

Volatility
as of 9/30/19 3Yrs 5 Yrs 10 Yrs
Standard Deviation 3.45% 3.22% 3.06%
Tracking Error 0.00% 0.00% 0.02%

Max Drawdown Oct-18 Nov-16 Aug-13 Oct-08
Vanguard (VBTIX) -2.44% -3.64% -3.72% -3.93%
Barclays US Agg Float Adj -2.51% -3.42% -3.65% -3.83%
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Market Value (09-30-2019): $66,941,578 Inception Date: December 2004

Investment Structure: Separate Account Benchmark: Barclays Global Aggregate

Philosophy

• Value oriented & focused on real yields; believes extreme asset prices trigger economic policies leading to 
mean reversion

• Macroeconomic driven; believes interest rates and currencies are regulators of economic activity
• Benchmark agnostic because benchmarks tend to favor the biggest debtors, not most disciplined debtors
• Performance objective is to exceed the Barclays Global Aggregate Index by 1.50% net over a full market cycle

Process

• Starts with systematic macro-economic research focused on business & liquidity cycles, politics and ESG
• Then incorporates valuation research focused on real yields & rates, inflation, default, PPP and currencies 
• Constructs portfolio and establishes investment themes (country, currency, duration & credit) using research
• Investment, performance, trading & compliance teams manage risk at the security, portfolio & firm level

Organization

• Headquartered in Philadelphia & founded in 1986; became a wholly owned subsidiary of Legg Mason in 1998
• 253 employees and 52 investment professionals with an average tenure of 21.5 years
• Last major departure in Global Fixed Income Portfolio was a portfolio manager in 2014
• $75B in assets that have been steadily growing with $50B in fixed income, $17.5B in equities and $7.2B in 

alternatives

Global BondsBrandywine
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Brandywine

10

Performance
as of 9/30/19 QTD YTD 1 Yr 3 Yrs 5yrs 10Yrs

SI 
(12/2004)

Brandywine -1.50% 5.14% 3.82% 1.97% 1.58% 4.32% 4.52%
Barclays Global Agg 0.71% 6.32% 7.60% 1.59% 1.99% 2.34% 3.26%
Excess Return -2.21% -1.18% -3.78% 0.38% -0.41% 1.98% 1.26%
Alpha -- -- -5.11% 0.38% -0.58% 1.80% 1.06%
Beta -- -- 1.25 1.14 1.17 1.10 1.10
*Performance is net of investment management fees

Volatility
as of 9/30/19 3 Yrs 5 Yrs 10 Yrs SI (12/2004)
Standard Deviation 6.99% 6.75% 6.61% 7.29%
Tracking Error 4.65% 4.38% 4.00% 4.33%

Max Drawdown Oct-18 Q4 ’15 2013 2008/09
Brandywine -9.80% -9.84% -8.11% -15.75%
Barclays Global Agg -5.84% -10.26% -7.27% -8.96%

Performance Expectations

• Relative underperformance during periods of stress in global bonds, but relative outperformance during market recoveries 
(due to a focus on under-valued bonds and currencies, with real yield being the primary definition of value) and risk-neutral 
markets (due to inefficiencies in the index)

Performance Commentary

• The fund is overweight emerging market bonds and currencies while underweight the US Dollar, Euro and Yen. 
• Brandywine believes the US Dollar is over-valued and avoids countries with negative interest rates.  This has hurt 2019 

performance as changes in US monetary policy and the US/China trade war has fueled the US market and US Dollar while 
slowing foreign growth.  In addition, bonds with negative yields continued to head into more negative territory in 2019.

• Recent underperformance is consistent with expected positioning and tracking error.  
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Market Value (09-30-2019): $83,852,777 Inception Date: November 1998

Investment Structure: Separate Account Benchmark: Barclays Global High Yield

Philosophy

• Uses top down and bottom up research to make investment decisions
• Believe 80% of high yield returns are driven by coupon income, 20% by capital appreciation
• Contrarian value-driven approach with a strong emphasis on security selection to avoid defaults

Process

• Starts with top down research from the macro, US Yield Curve and global asset allocation teams 
• Then goes to product teams who apply long-term themes & sector strategies for security selection
• Broad investment guidelines allow for flexibility to invest opportunistically outside of the benchmark
• Portfolio managers manage the strategy by monitoring sector targets, security selection, quality & duration
• Overall risk is monitored through sensitivity testing of rates, spreads, currencies and concentration 

Organization

• Headquartered in Boston & founded in 1926; wholly owned by Natixis Global Asset Management
• 695 employees and 293 investment professionals with an average tenure of 10 years
• $288B firmwide assets; $221B in fixed income ($7.4B with the Full Discretion HY team) and $67B in equities
• Dan Fuss (Vice Chairman and Lead Portfolio Manager) transitioned off the portfolio in April 2019.  His 

responsibilities have been transferred to Matt Eagan and Elaine Stokes (Co-Portfolio managers).

High YieldLoomis Sayles Full Discretion High Yield
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Loomis Sayles Full Discretion High Yield

12

Performance
as of 9/30/19 QTD YTD 1 Yr 3 Yrs 5yrs 10Yr

SI 
(11/1998)

Loomis Sayles HY -0.39% 6.29% -0.29% 5.59% 3.60% 7.97% 9.43%
Barclays Global HY -0.67% 8.76% 4.97% 4.40% 4.69% 7.14% 7.79%
Excess Return 0.28% -2.47% -5.26% 1.19% -1.09% 0.83% 1.64%
Alpha -- -- -4.94% 1.90% -1.24% -0.56% 0.50%
Beta -- -- 0.88 0.75 1.04 1.21 1.19
*Performance is net of investment management fees

Volatility
as of 9/30/19 3 Yrs 5 Yrs 10 Yrs

SI 
(11/1998)

Standard Deviation 4.61% 6.77% 7.55% 11.26%
Tracking Error 3.16% 3.34% 3.35% 4.37%

Max Drawdown Dec -18 Jan-16 Nov-08 Jul-02
Loomis Sayles HY -6.07% -17.95% -36.40% -24.57%
Barclays Global HY -5.19% -9.63% -33.37% -11.68%

Performance Expectations

• Underperform during down markets, but outperform during the following market recovery
• Higher volatility than the benchmark in this strategy due to the opportunistic approach 

Performance Commentary

• Underperformance in the past year is attributed to barbell overweights to cash/short-term US Treasuries and high 
yield energy credit which have lagged as high yield rebounded in 2019.

• Negative selection in the energy sector also detracted in 2019
• Starting in 3Q 2019, Loomis is gradually reducing the barbell to more closely align with the composite
• As a result of this re-allocation, the portfolio has experienced a modest decline in credit quality as cash is deployed
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Market Value (09-30-2019): $39,675,374 Inception Date: January 2014

Investment Structure: Commingled Fund 
(Biweekly Liquidity) Benchmark: S&P Leveraged Loan

Philosophy

• Long term, value-driven and opportunistic approach focused on macro-economic risk
• Believes the risk environment drives alpha more than security selection, because bank loans do not have many 

disparities to exploit through security selection (exception is when defaults are unusually high)
• Allocates outside of benchmark for offensive & defensive purposes in different business cycles

Process

• Starts with top down global asset allocation research that looks at a risk-on risk-off model comparing BBs and Bs
• Then portfolio managers combine bottom up research from sector teams to construct the portfolio
• Overall risk is monitored through sensitivity testing and awareness of concentration risk

Organization

• Headquartered in Boston & founded in 1926; wholly owned by Natixis Global Asset Management
• 695 employees and 293 investment professionals with an average tenure of 10 years
• $288B firmwide assets; $221B in fixed income ($7.3B in floating rate loan strategies) and $67B in equities
• Kevin Perry (co-portfolio manager) retired in March 2019.  John Bell (co-portfolio manager) has become the sole 

portfolio manager and has final authority on all portfolio decisions.

Bank LoansLoomis Sayles Senior Floating Rate and Fixed Income
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Loomis Sayles Senior Floating Rate & Fixed Income
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Performance
as of 9/30/19 QTD YTD 1 Yr 3 Yrs 5yrs

SI 
(1/2014)

Loomis Sr Floating Rate 0.46% 4.85% 1.94% 4.51% 3.91% 3.99%
S&P Leveraged Loan 0.99% 6.79% 3.10% 4.53% 3.98% 3.84%
Excess Return -0.53% -1.94% -1.16% -0.02% -0.07% 0.15%
Alpha -- -- -1.05% 0.25% -0.46% -0.18%
Beta -- -- 0.86 0.91 1.13 1.11 
*Performance is net of investment management fees

Volatility 
as of 9/30/19 3 Yrs 5 Yrs

SI 
(1/2014)

Standard Deviation 2.65% 3.62% 3.42% 
Tracking Error 0.97% 1.33% 1.29%

Max Drawdown Dec-18 Feb-16 Dec-14
Loomis Sr Floating Rate -2.77% -7.69% -1.33%
S&P Leveraged Loan -3.45% -4.95% -1.25%

Performance Expectations

• Goal is to exceed the S&P/LSTA Leveraged Loans Index by 100 basis points annually, gross of fees
• Outperform in up markets and underperform in down markets due to the strategic focus on higher yield and an 

overweight to lower credit quality (Bs & CCCs).  

Performance Commentary

• Historically we see underperformance during risk-off followed by outperformance.  For example, during the energy 
crisis of 2015 the fund had a max drawdown of -7.69% (vs. -4.95% benchmark) from Aug 2015 to Feb 2016.  The 
subsequent market recovery saw the fund return +11.86% (vs. +8.70% benchmark) from March 2016 to Sept 2016).

• However, in the past year we have seen Beta decrease as the portfolio has increased credit quality. 
• While the addition of US Treasuries and a higher allocation to cash has shifted the portfolio up in quality, the 

portfolio remains overweight to lower rated credits (Bs & CCCs).  This overweight has caused underperformance as 
BBs have outperformed over the past year.

• Security selection in the energy sector also detracted.
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Market Value (09-30-2019): $40,621,888 Inception Date: July 2017

Investment Structure: Commingled Fund 
(Biweekly Liquidity) Benchmark: Credit Suisse Leveraged Loan

Philosophy

• Target the largest and most liquid US bank loans using bottom up credit analysis focused on capital 
preservation and downside risk

• Minimize defaults by investing in companies with large margins of safety (3 defaults since inception)
• High conviction approach that leads to a selective portfolio of 80-150 issuers

Process

• Begins with top down research looking at macro and sector trends to determine portfolio weights
• Then portfolio managers and research teams screen the US Bank Loans universe for size and liquidity
• Bottom up credit analysis is incorporated and looks at loan structure, capital structure and credit
• Securities are then selected and brought to the investment committee for approval
• Risk is monitored through attribution analysis as a quantitative check on the results of the decision making

Organization

• Headquartered in Newport Beach, CA & founded in 2007 as a subsidiary of Pacific Life Insurance
• $11.7B institutional fixed income firm with $4.2B in bank loans (largest and longest tenured asset class)
• In 2019 the firm had inflows of $2 Billion in assets with $200MM going to bank loans
• 22 investment professionals with an average tenure of 8 years; employees own 30% of the equity of Pacific
• No investment professional departures and 4 additions to the team in the last 3 years

Bank LoansPacific Asset Management
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Pacific Asset Management
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Performance SI Composite
as of 9/3019 QTD YTD 1 Yr (7/2017) 3 Yrs 5 Yrs 10 Yrs
Pacific Asset 1.34% 7.13% 3.58% 4.55% 4.98% 4.27% 5.51%
CS Leveraged Loan 0.92% 6.39% 3.11% 4.11% 4.68% 4.11% 5.38%
Excess Return 0.42% 0.74% 0.47% 0.44% 0.30% 0.16% 0.13%
Alpha -- -- 0.43% 0.44% 0.18% 0.50% 0.03%
Beta -- -- 1.05 1.00 1.04 0.89 1.02
*Performance is net of investment management fees

Volatility 
as of 9/30/19 3 Yrs 5 Yrs 10 Yrs SI* (1/2007)
Standard Deviation 3.34% 3.04% 3.68% 8.01%
Tracking Error 0.43% 1.06% 1.21% 3.30%
*Since Inception of Composite

Max Drawdown Dec-18 Feb-16 Dec-14
Pacific Asset -3.20% -1.11% -1.25%
CS Leveraged Loan -3.09% -4.70% -1.10%
**Composite used for metrics prior to inception

Performance Expectations

• Outperformance in down markets and underperformance in up markets due to the quality bias of the strategy 
• Low number of defaults as a result of investing in large firms with high margins of safety

Performance Commentary

• Bank loans have rallied this year and we would expect modest underperformance from Pacific due to the quality 
bias. However, the bank loan market has been driven by high quality loans which as been a tailwind for this 
strategy.

• The portfolio also focuses on large-cap bank loans which has benefited performance. During the year, larger facility 
sizes outperformed smaller facility sizes.  

• The portfolio has seen a shifted up in quality in 2019.  The goal is to be positioned with a particularly high-quality 
portfolio at the end of the year.
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17

Market Value (09-30-2019): $20,537,798 Inception Date: December 2017

Investment Structure: Commingled Fund 
(Biweekly Liquidity) Benchmark:

50% JP Morgan Emerging Market Bond Global Diversified
25% JP Morgan Emerging Local Markets Plus 
25% JP Morgan Government Bond Emerging Markets

Philosophy

• Strategy allocates across EM external debt, local currency debt, corporate debt and rates
• Predominately top-down focused on macro-economics, politics, interest rates and currencies
• Value driven to exploit a lack of quality information in EM and liquidity obsessed for risk monitoring

Process

• Investment committee meets weekly to review macros, countries, corporate credit, FX and theme allocation
• Portfolio construction considers investment committee outlooks, absolute & relative value, liquidity, 

concentration, portfolio limits/mandates and funding availability for each trade idea
• Risk is monitored through frequent portfolio sensitivity analysis of G7 duration, credit risk, FX risk, liquidity, 

yield curve, concentration and correlation

Organization

• Headquartered in London, founded in 1992 as part of the Australia and New Zealand Banking Group
• Became independent in 1999 and listed on the London exchange (FTSE: ASHM) in 2006
• 307 employees and 95 investment professionals with average tenure of 17 years for investment committee
• Mark Coombs (founder) owns 40% and other employees own 9%
• $92B of assets all in emerging markets with $84.4B in EM Debt and $20.4B in EM Blended Debt

Emerging Markets DebtAshmore Emerging Markets Blended Debt
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Ashmore Emerging Markets Blended Debt

18

Performance SI Composite
as of 9/30/19 QTD YTD 1 Yr (12/2017) 3 Yrs 5 Yrs 10 Yrs
Ashmore EMD -2.74% 7.27% 6.88% 1.32% 3.86% 3.95% 5.15%
Benchmark* 0.04% 8.75% 8.97% 2.70% 3.56% 3.00% 4.20%
Excess Return -2.78% -1.48% -2.09% -1.38% 0.30% 0.95% 0.95%
Alpha -- -- -3.69% -1.49% -0.18% 0.35% 0.14%
Beta -- -- 1.24 1.20 1.24 1.30 1.22
*50% JPM EMBI GD / 25% JPM ELMI+ / 25% JPM GBIEM GD
**Performance is net of investment management fees

Volatility 
as of 9/30/19 3 Yrs 5 Yrs 10 Yrs

SI*
(6/2003)

Standard Deviation 2.3% 8.6% 8.9% 10.0%
Tracking Error 7.5% 2.9% 2.6% 3.2%
*Since Inception of Composite

Max Drawdown 2018 Jan-16 2013/14 4Q ‘08
Ashmore EMD -9.17% -16.46% -10.27% -23.70%
Benchmark* -8.08% -11.82% -9.71% -19.69%
*50% JPM EMBI GD / 25% JPM ELMI+ / 25% JPM GBIEM GD
**Composite used for metrics prior to inception

Performance Expectations

• The fund’s value style buys into cheapness at times of market dislocation when value is at its greatest
• Therefore, underperformance is expected during market sell offs where price volatility remains high, followed by 

outperformance through the subsequent market recovery

Performance Commentary

• Performance for 1H 2019 was positive. However, 3Q 2019 underperformance caused YTD returns to lag the 
benchmark.   

• Key detractors in 3Q 2019 were related to exposure in Argentina and Venezuela, both of which are experiencing 
political turmoil. Positioning is consistent with their philosophy and process. Ashmore believes these markets are 
now attractive and will add relative contribution once there as eventual political stability leads to market 
recovery.

• Local currency positioning has been relatively more dynamic in the past 4 quarters, which is attributed to the 
anticipation and reaction of dollar strength.  
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D8 
 
 

Topic: Interpretation of Qualified Surviving Spouse Special Death Benefit 
 
 

Discussion: Section 6.09 of Article 6243a-1 provides for a special death benefit in certain 
situations. Part of the calculation in Section 6.09 requires an interpretation of 
the term “average monthly computation pay.” This term is not defined in the 
plan. As such, the Board has the authority to define this term pursuant to Section 
3.01(j-3) which provides that “The board may correct any defect, supply any 
omission, and reconcile any inconsistency that may appear in this article…” 

 
 Staff will present to the Board its recommendation for the interpretation of the 

term “average monthly computation pay.” 
 
Staff 
Recommendation: To be presented at the meeting. 
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Special Survivor Death Benefit
December 12, 2019
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The Issue

HB 3158 created a bifurcated benefit based on the sum of  two 
separate calculations for service time before and after 9-1-2017.  

• A part of  the calculation of  a Member’s benefit is to 
determine the Computation Pay value using both the highest 
average 36-months (for the pre 9-1-17 benefit calculation) 
and highest average 60-months of  Computation Pay (for the 
post 9-1-17 benefit calculation).  This calculation is clear in 
the benefit calculation section.

• However, the term “Average Monthly Computation Pay” is 
not defined in Section 6.09 – Qualified Surviving Spouse 
Special Death Benefits nor anywhere else in the plan.  
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Special Survivor Death Benefit Calculation

• The calculation uses a math formula and defines A in the formula 
as “A=average monthly computation pay at the time the primary 
party begins service retirement…” 

• Because “average monthly computation pay” is not defined, 
Section 3.01(j-3) of  the plan enables the Board to adopt an 
interpretation.  Given the bifurcated nature of  the Member’s 
benefits for pre and post 9-1-2017 time, staff  believes time 
weighting computation pay for pre and post 9-1-2017 time is the 
best method to achieve the statutes intent. 

• The staff  recommendation is, that for the purposes of  calculating 
the Special Survivor Death Benefit the “average monthly 
computation pay” should be calculated by weighting the two 
average computation pay values by the percentage of  total service 
time earned both pre and post 9-1-2017 and all previous benefit 
calculations affected by this interpretation be adjusted on a 
prospective basis.   
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Example of  the Average Computation Pay 
based on Staff ’s Recommendation

Member's Benefit Calculation Pre 9-1-2017 Post 9-1-2017 Total
Average Monthly Computation Pay a $7,106.08 $6,882.12
Service Time (years) b 20.0000     10.0000       30.0000          
Multiplier 3.00% 2.50%
Benefit $4,263.65 $1,720.53 $5,984.18

Average Computation Pay for Special Survivor Benefit Calculation 

Weighted Service Time c 66.667% 33.333%
Ave 

Computation 
Average Comp Pay Weighted for Service Time d $4,737.39 $2,294.04 $7,031.43

Assumptions:  Member hired prior to 3-1-2011 and age 58 at retirement.  
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D9 
 
 

Topic: 2020 Proposed Budget 
 
 
Discussion: Attached is the budget proposal for Calendar Year 2020. The initial reading of 

the budget was October 10, 2019 and the second reading of the budget was 
November 19, 2019. 

 
The budget has been prepared in total for both the Combined Pension Plan and 
the Supplemental Plan. Total expenses are then allocated to the Supplemental 
Plan based upon the Group Trust allocation reported by JPMorgan. 
 
Significant changes from the prior year budget and/or projected 2019 actual 
expenses are explained in the comments accompanying the proposed budget. 
 
Proposed budget was sent to the City for comments and no comments were 
received. Additionally, the proposed budget was posted to www.dpfp.org for 
member review prior to this meeting. 

 
Staff 
Recommendation: Approve the proposed 2020 budget. 
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DALLAS POLICE AND FIRE PENSION SYSTEM
PROPOSED BUDGET SUMMARY

FOR THE YEAR 2020
DECEMBER 12, 2019 BOARD MEETING

Variances Variances
2020 Prop. 2019 2020 Prop. 2019

Bud. vs Budget Bud. vs Proj. Act.

Expense Type 2019 Budget

2019 
Projected 

Actual

2020 
Proposed 

Budget $ % $ %

Administrative Expenses 5,814,377       5,080,180       5,713,266       (101,111)        (1.7%) 633,086      12.5%

Investment Expenses 16,851,000     16,321,090     16,285,551     (565,449)        (3.4%) (35,539)       (0.2%)

Professional Expenses 2,189,975       1,517,027       1,581,120       (608,855)        (27.8%) 64,093        4.2%

Total 24,855,352$   22,918,297$   23,579,937$   (1,275,415)$   (5.1%) 661,640$    2.9%
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 2019 2020 $ Change % Change $ Change % Change
Description  2019  Projected  Proposed 2020 Prop. Bud. 2020 Prop. Bud. 2020 Prop. Bud. vs. 2020 Prop. Bud. vs.
   Budget  Actual*  Budget vs. 2019 Bud. vs. 2019 Bud. 2019 Proj. Actual 2019 Proj. Actual

Administrative Expenses
1 Salaries and benefits 3,831,889           3,407,653         3,653,766     (178,123)               (4.6%) 246,113                        7.2%
2 Employment Expense 52,275                1,734                15,000          (37,275)                 (71.3%) 13,266                          765.1%
3 Memberships and dues 19,182                20,663              19,706          524                       2.7% (957)                              (4.6%)
4 Staff meetings 1,000                  123                   1,000            -                        0.0% 877                                713.0%
5 Employee service recognition 5,000                  2,436                5,000            -                        0.0% 2,564                             105.3%
6 Member educational programs 2,500                  1,500                2,750            250                       10.0% 1,250                             83.3%
7 Board meetings 7,600                  4,872                6,420            (1,180)                   (15.5%) 1,548                             31.8%
8 Conference registration/materials - Board 14,900                2,565                11,650          (3,250)                   (21.8%) 9,085                             354.2%
9 Travel - Board 32,620                3,993                21,500          (11,120)                 (34.1%) 17,507                          438.4%

10 Conference/training registration/materials - Staff 37,500                5,207                34,800          (2,700)                   (7.2%) 29,593                          568.3%
11 Travel - Staff 37,500                15,689              44,500          7,000                    18.7% 28,811                          183.6%
12 Liability insurance 604,553              515,940            640,571        36,018                  6.0% 124,631                        24.2%
13 Communications (phone/internet) 55,600                68,243              56,300          700                       1.3% (11,943)                         (17.5%)
14 Information technology projects 70,000                82,397              140,000        70,000                  100.0% 57,603                          69.9%
15 IT subscriptions/services/licenses 147,840              125,623            143,500        (4,340)                   (2.9%) 17,877                          14.2%
16 IT software/hardware 17,000                14,978              19,500          2,500                    14.7% 4,522                             30.2%
17 Building expenses 365,339              400,688            405,467        40,128                  11.0% 4,779                             1.2%
18 Repairs and maintenance 108,249              92,360              97,414          (10,835)                 (10.0%) 5,054                             5.5%
19 Office supplies 33,100                23,768              29,350          (3,750)                   (11.3%) 5,582                             23.5%
20 Leased equipment 23,900                22,914              24,000          100                       0.4% 1,086                             4.7%
21 Postage 27,000                25,628              28,200          1,200                    4.4% 2,572                             10.0%
22 Printing 5,110                  1,761                14,000          8,890                    174.0% 12,239                          695.0%
23 Subscriptions 2,140                  698                   2,125            (15)                        (0.7%) 1,427                             204.4%
24 Records storage 1,320                  1,392                1,400            80                         6.1% 8                                    0.6%
25 Administrative contingency reserve 12,000                519                   12,000          -                        0.0% 11,481                          2212.1%
26 Depreciation Expense 248,260              233,603            240,947        (7,313)                   (2.9%) 7,344                             3.1%
27 Bank fees 3,000                  3,233                3,400            400                       13.3% 167                                5.2%

Investment Expenses
28 Investment management fees 14,490,000         14,729,000       14,178,000   (312,000)               (2.2%) (551,000)                       (3.7%)
29 Investment consultant and reporting 430,000              327,605            365,000        (65,000)                 (15.1%) 37,395                          11.4%
30 Bank custodian services  237,000              221,343            222,000        (15,000)                 (6.3%) 657                                0.3%
31 Other portfolio operating expenses (legal, 

valuation, tax) 1,694,000           1,043,142         1,520,551     (173,449)               (10.2%) 477,409                        45.8%
32 Investment due diligence 48,000                -                    39,000          (9,000)                   (18.8%) 39,000                          100.0%

Professional Services Expenses
33 Actuarial services  120,000              182,924            240,000        120,000                100.0% 57,076                          31.2%
34 Accounting services 59,000                59,000              60,770          1,770                    3.0% 1,770                             3.0%
35 Independent audit 180,000              165,000            165,000        (15,000)                 (8.3%) -                                0.0%
36 Legal fees 1,300,000           619,295            550,000        (750,000)               (57.7%) (69,295)                         (11.2%)

Dallas Police & Fire Pension System
Proposed Operating Budget

Calendar Year 2020
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 2019 2020 $ Change % Change $ Change % Change
Description  2019  Projected  Proposed 2020 Prop. Bud. 2020 Prop. Bud. 2020 Prop. Bud. vs. 2020 Prop. Bud. vs.
   Budget  Actual*  Budget vs. 2019 Bud. vs. 2019 Bud. 2019 Proj. Actual 2019 Proj. Actual

Dallas Police & Fire Pension System
Proposed Operating Budget

Calendar Year 2020

37 Legislative consultants 159,000              157,210            126,000        (33,000)                 (20.8%) (31,210)                         (19.9%)
38 Public relations -                      -                    -                -                        100.0% -                                100.0%
39 Pension administration software & WMS 273,000              264,977            283,000        10,000                  3.7% 18,023                          6.8%
40 Business continuity 15,500                17,909              26,600          11,100                  71.6% 8,691                             48.5%
41 Network security review 15,000                17,018              10,000          (5,000)                   (33.3%) (7,018)                           (41.2%)
42 Network security monitoring -                      -                    75,000          75,000                  100.0% 75,000                          100.0%
43 Disability medical evaluations 29,000                2,500                9,500            (19,500)                 (67.2%) 7,000                             280.0%
44 Elections 15,000                16,452              15,000          -                        0.0% (1,452)                           (8.8%)
45 Miscellaneous professional services 24,475                14,742              20,250          (4,225)                   (17.3%) 5,508                             37.4%

Total Budget 24,855,352         22,918,297       23,579,937   (1,275,415)            (5.1%) 661,640                        2.9%
Less: Investment management fees 14,490,000         14,729,000       14,178,000   (312,000)               (2.2%) (551,000)                       (3.7%)
Adjusted Budget Total 10,365,352         8,189,297         9,401,937     (963,415)               (9.3%) 1,212,640                     14.8%

SUPPLEMENTAL BUDGET
Total Budget ( from above) 24,855,352         22,918,297       23,579,937   (1,275,415)            (5.1%) 661,640                        2.9%
Less: Allocation to Supplemental Plan Budget* 193,872              201,681            207,503        13,631                  7.0% 5,822                             2.9%
Total Combined Pension Plan Budget 24,661,480         22,716,616       23,372,434   (1,289,046)            (5.2%) 655,818                        2.9%

0.88% per JPM Unitization report as of 8/31/19

 

* Projected based on preliminary 8/31/19 YTD annualized
** Allocation to Supplemental is based on JPM allocation between accounts as of 8/31/19 of .0088%
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SORTED BY THE $ CHANGE FROM 2019 BUDGET TO 2020 PROPOSED BUDGET
SORTED BY THE $ CHANGE FROM 2019 BUDGET TO 2020 PROPOSED BUDGET

2019 2019 2020 $ Change % Change $ Change % Change
  Projected  Proposed 2020 Prop. Bud. 2020 Prop. Bud. 2020 Prop. Bud. 2020 Prop. Bud. 
Item  Budget  Actual**  Budget vs. 2019 Bud. vs. 2019 Bud. vs. 2019 Proj. Act. vs. 2019 Proj. Act. Explanation
INCREASES:

1 Actuarial services  
120,000      182,924      240,000      120,000                  100.0% 57,076                        31.2%

Increase primarily related to the 5 year experience study to be 
completed in 2020 ($70k) along with supplemental and 
specialized work.

2 Network security monitoring

                -                   -            75,000                     75,000 100.0%                         75,000 100.0%

New service to detect, analyze and respond to security events 
24x7x365 using advanced security events filtration, de-
duplication and correlation technologies.  Cost will decrease to 
$50k beginning in the second year.

3 Information technology projects
70,000        82,397        140,000      70,000                    100.0% 57,603                        69.9%

Four projects planned for the year including firewall and phone 
system replacement and domain upgrade.  All projects under 
the $50k capitalization level.  

4 Building expenses
365,339      400,688      405,467      40,128                    11.0% 4,779                          1.2%

Increased property taxes for the 3rd and 4th floor expected in 
2020.  HVAC and leasing expenses not budgeted in 2019, 
approx. $30k.   

5 Liability insurance

604,553      515,940      640,571      36,018                    6.0% 124,631                      24.2%

Initial renewal inquiries point to an increase in premiums on all 
policies.  The 2019 actual projection vs. 2020 proposed budget 
variance is related to a one time change in the premium year 
resulting in only 11 months of expense in 2019.  Additionally, 
2019 premiums were lower than initially quoted renewals. 

6 Business continuity 15,500        17,909        26,600        11,100                    71.6% 8,691                          48.5%
Includes new item of server replication replacing VMware 
subscription service - $9,600.

REDUCTIONS:

7 Legal fees
1,300,000   619,295      550,000      (750,000)                 (57.7%) (69,295)                       (11.2%)

Significant decrease in budget from 2019.  Continued 
expenses from the Degan and Actuary cases along with new 
potential case filings in 2020. 

8 Other portfolio operating expenses 
(legal, valuation, tax) 1,694,000   1,043,142   1,520,551   (173,449)                 (10.2%) 477,409                      45.8%

Some tail end expenses forecast in 2019 were not incurred.  
2020 expense forecast increased over actual as more tail end 
services are expected during the year.

9 Investment consultant and reporting        430,000        327,605        365,000                    (65,000) (15.1%)                         37,395 11.4%
HB322 legislature requires an independent investment review 
in 2020.  The initial quote for this review in $30k.    

10 Employment Expense          52,275            1,734          15,000                    (37,275) (71.3%)                         13,266 765.1%
Expenses reduced in 2019 because only one position was 
filled.  Only one position forecast for 2020.

11 Legislative consultants 159,000      157,210      126,000      (33,000)                   (20.8%) (31,210)                       (19.9%)
Legislature not planned to be in session 2020.  Cost is lower 
when legislature is not in session.

12 Disability medical evaluations

29,000        2,500          9,500          (19,500)                   (67.2%) 7,000                          280.0%

2019 forecast was for 7 new disabilities, 2 special needs 
children and 3 recalls.  One new disability evaluation so far for 
2019.  Three disability and one child evaluation forecast for 
2020.

13 Bank custodian services  
237,000      221,343      222,000      (15,000)                   (6.3%) 657                             0.3%

Fewer investment accounts than projected for JPM to manage 
in 2019 resulted in reduced fees.  No significant change for 
2020.

14 Independent audit 
180,000      165,000      165,000      (15,000)                   (8.3%) -                              0.0%

Reduced 2020 forecast as cirrent budget has been sufficient to 
cover the audit, and reviews for appraisals and tail end funds.  

15 Travel - Board 32,620        3,993          21,500        (11,120)                   (34.1%) 17,507                        438.4%
Less board travel than expected in 2019.  Expected travel in 
2020 is projected to be less than in prior years.

16 Repairs and maintenance
108,249      92,360        97,414        (10,835)                   (10.0%) 5,054                          5.5%

Less equipment (Phone, AV, printers, etc.) repairs than 
forecast in 2019.  Slight Increase in 2020 forecast over 2019 
projected expenses as more building repairs are expected. 

** Projected based on 8/31/19 Prelim YTD annualized

Significant Budget Changes - 2020
Budget Changes (>5% and $10K)
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SORTED BY THE $ CHANGE FROM 2019 PROJECTED ACTUAL TO 2020 PROPOSED BUDGET
SORTED BY THE $ CHANGE FROM 2019 BUDGET TO 2020 PROPOSED BUDGET

2019 2019 2020 $ Change % Change $ Change % Change
  Projected  Proposed 2020 Prop. Bud. 2020 Prop. Bud. 2020 Prop. Bud. 2020 Prop. Bud. 
Item  Budget  Actual**  Budget vs. 2019 Bud. vs. 2019 Bud. vs. 2019 Proj. Act. vs. 2019 Proj. Act. Explanation
INCREASES:

1 Other portfolio operating expenses 
(legal, valuation, tax) 1,694,000          1,043,142          1,520,551          (173,449)                 (10.2%) 477,409                       45.8%

Some tail end expenses forecast in 2019 were not incurred.  
2020 expense forecast increased over actual as more tail end 
services are expected during the year.

2 Salaries and benefits
3,831,889          3,407,653          3,653,766          (178,123)                 (4.6%) 246,113                       7.2%

Four positions forecasted for 2019 were not filled.  One 
position is being forecasted for 2020 along with the 2019 
position addition for a full year.

3 Liability insurance

604,553             515,940             640,571             36,018                     6.0% 124,631                       24.2%

Initial renewal inquiries point to an increase in premiums on all 
policies.  The 2019 actual projection vs. 2020 proposed budget 
variance is related to a one time change in the premium year 
resulting in only 11 months of expense in 2019.  Additionally, 
2019 premiums were lower than initially quoted renewals. 

4 Network security monitoring

                       -                          -                  75,000                      75,000 100.0%                          75,000 100.0%

New service to detect, analyze and respond to security events 
24x7x365 using advanced security events filtration, de-
duplication and correlation technologies.  Cost will decrease to 
$50k beginning in the second year.

5 Information technology projects
70,000               82,397               140,000             70,000                     100.0% 57,603                         69.9%

Four projects planned for the year including firewall and phone 
system replacement and domain upgrade.  All projects under 
the $50k capitalization level.  

6 Actuarial services  
120,000             182,924             240,000             120,000                   100.0% 57,076                         31.2%

Increase primarily related to the 5 year experience study to be 
completed in 2020 ($70k) along with supplemental and 
specialized work.

7 Investment due diligence 48,000               -                    39,000               (9,000)                     (18.8%) 39,000                         100.0% Forecast for software Evestment and due diligence travel.

8 Investment consultant and reporting              430,000              327,605              365,000                     (65,000) (15.1%)                          37,395 11.4%
SB322 legislature requires an independent investment review 
in 2020.  The initial quote for this review in $30k.    

9 Conference/training registration/materia   37,500               5,207                 34,800               (2,700)                     (7.2%) 29,593                         568.3%
Returning to a more normal staff training schedule in 2020 
along with some additional cross training planned.

10 Travel - Staff
37,500               15,689               44,500               7,000                       18.7% 28,811                         183.6%

Returning to a more normal staff training schedule in 2020 
which will require some travel.  Additionally, some planned 
cross training will require some travel.

11 Pension administration software & WMS 273,000             264,977             283,000             10,000                     3.7% 18,023                         6.8%
Increased maintenance cost for Pension Gold and Web 
Member Services portal.

12 IT subscriptions/services/licenses

147,840             125,623             143,500             (4,340)                     (2.9%) 17,877                         14.2%

YOY budget down slightly.  Network security monitoring 
initiative will require some additional software - $15K.  Desktop 
outsourcing and other subscriptions less than forecast in 2019. 

13 Travel - Board 32,620               3,993                 21,500               (11,120)                   (34.1%) 17,507                         438.4%
Less board travel than expected in 2019.  Expected travel in 
2020 is projected to be less than in prior years.

14 Employment Expense                52,275                  1,734                15,000                     (37,275) (71.3%)                          13,266 765.1%
Expenses reduced in 2019 because only one position was 
filled.  Only one position forecast for 2020.

15 Printing 5,110                 1,761                 14,000               8,890                       174.0% 12,239                         695.0%
Approximately 2,500 updated member handbooks are forecast 
for printing in 2020.

16 Administrative contingency reserve 12,000               519                    12,000               -                          0.0% 11,481                         2212.1% Contingency reserve.
REDUCTIONS:

17 Legal fees
1,300,000          619,295             550,000             (750,000)                 (57.7%) (69,295)                       (11.2%)

Significant decrease in budget from 2019.  Continued 
expenses from the Degan and Actuary cases along with new 
potential case filings in 2020. 

18 Legislative consultants 159,000             157,210             126,000             (33,000)                   (20.8%) (31,210)                       (19.9%)
Legislature not planned to be in session 2020.  Cost is lower 
when legislature is not in session.

19 
Communications (phone/internet) 55,600               68,243               56,300               700                          1.3% (11,943)                       (17.5%)

LD contract expired in 2019 which resulted in increased costs.  
New contract signed and 2020 costs are expected to be lower.

** Projected based on 8/31/19 Prelim YTD annualized

Significant Budget Changes - 2020
Budget Changes (>5% and $10K)
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DISCUSSION SHEET 
 

Regular Board Meeting – Thursday, December 12, 2019 

ITEM #D10 
 
 

Topic: Funding Policy 
 
 
Discussion: Senate Bill 2224 was adopted by the Texas Legislature in 2019 and requires 

that the Board adopt a funding policy that details the Board’s plan for achieving 
a funded ratio for DPFP that is equal to or greater than 100 percent. 

 
The draft policy was presented at the November Board meeting. The draft 
policy presented in November has been reformatted to conform with other 
DPFP policies, but the content has not changed. 
 
By law, the Funding Policy must be adopted prior to January 1, 2020. 
 
 

Staff  
Recommendation: Adopt the Funding Policy for the Combined Pension Plan. 
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DALLAS POLICE & FIRE PENSION SYSTEM 

FUNDING POLICY 
COMBINED PENSION PLAN 

 
Adopted December 12, 2019 

 
 
A. Introduction  

This funding policy outlines a formal long-term strategy for financing the pension obligations 
accruing under the Dallas Police and Fire Pension System Combined Plan with the goal of 
achieving an actuarial funded ratio that is equal to or greater than 100%, as required by Texas 
Government Code §802.2011. 

This policy is subject to the authority granted to the Board of Trustees under Article 6243a-
1 of the Texas Revised Civil Statutes (the “Statute”).  It was contemplated when HB 3158 
was passed, and the Statutes reflect that in 2024 an analysis will be conducted to assess the 
adequacy of the funding of Plan and, if necessary, changes may be made at that time.  
Therefore, this policy creates a framework for proactively managing risks by outlining how 
the Board will approach future changes to benefit and contributions levels under different 
conditions in advance of the 2024 analysis. In the event this policy conflicts with any 
statutory language, the statute shall prevail.  
 
 

B. Funding Priorities  
 
The primary funding priorities are to:  

1. Ensure the security of accrued benefits by making certain contributions and assets are 
sufficient to pay benefits when due.  

2. Limit the volatility of contribution rates for both the members of Dallas Police and Fire 
Pension System (“DPFP”) and the City of Dallas, consistent with other funding 
objectives.   

3. Ensure that each generation of members and taxpayers incurs the cost of benefits for 
the employees who provide services to them, rather than deferring those costs to future 
members and taxpayers; 

4. Provide a reasonable margin for adverse experience to help offset risks.  
5. Continue progress of systematic reduction of the Unfunded Actuarial Accrued 

Liability.  
 
 
C. Funding Objectives  
 

The system’s funding objective is to achieve a funded ratio of 100% or more by 2045.  
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Funding Policy Combined Pension Plan 
Adopted December 12, 2019 
Page 2 of 4 
 

 
 
 
D. Actuarial Methods  
 

The Board uses the following actuarial methods for purposes of actuarial valuations and the 
determination of the benchmark Actuarial Determined Contribution (ADC):  
 
1. Cost Method  
 The individual entry age normal actuarial cost method.  
 
2. Asset Smoothing  
 A five-year asset smoothing period where 20% of any gain or loss is recognized in each 

subsequent year.  
 
3. Amortization Policy  
 The amortization payment will be calculated as a level percent of payroll using a 30-

year amortization of unfunded actuarially accrued liability. 
 

 
E. Actuarial Assumptions Guidelines  

A comprehensive experience study will be completed at least once every 5 years with 
possible review of individual assumptions more frequently, based on advice from the 
system’s actuary. All assumptions will be determined based on actuarial standards of practice 
taking into account both actual experience and reasonable future expectations.  
 
 

F. Actuarially Determined Contribution Benchmark  
 

This policy has outlined a benchmark ADC for establishing a path towards achieving the 
goal of 100% funding. The following will trigger the Board to act to adjust or recommend 
adjustments to benefit and/or contribution levels.  
 
The Board will notify the City of Dallas upon receipt of two actuarial valuations showing the 
actual contribution is varies from the ADC by more than 2%.  In such a case, if the actual 
contributions are under the ADC by more than 2%, with a two-thirds vote of the Board, the 
Board will recommend an increase in City contribution rates.  If the actual contributions are 
2% over the ADC, with a two-thirds vote of the Board, and if the reduction does not extend 
the funding period, the Board may recommend a decrease in the City’s contribution rate.  If 
the actual rate is within 2% of the ADC, no change is required to be recommended.  
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Funding Policy Combined Pension Plan 
Adopted December 12, 2019 
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G. Consideration of Plan Modifications  
 

1. Guidelines for Future Reductions in Contributions  
 
With a two-thirds vote of the Board and agreement of the City, the City contributions 
may be lowered only if the reduction does not increase the period to amortize the 
unfunded liability (6243a-1, 4.02(b)(3)).  The Statute does not provide authority for the 
Board to lower member contribution rates.  Once there is no longer an unfunded liability, 
the contribution rates of both the City and DPFP members are adjusted based on the 
Statute.  
 

2. Guidelines for Future Benefit Enhancements  

The Statute specifically controls the criteria for granting a cost of living adjustment, the 
reduction of the retirement age and reducing the amortization period of the DROP 
annuities.  For all other benefit enhancements not specifically mentioned in the Statute, 
the Statute allows the Board to enhance benefits only if after taking the enhancement into 
consideration the funding period does not exceed 25 years.   
 
 

H. Risk-Sharing Mechanisms  
 
The Board has determined that the key risk facing the system is when actual experience 
diverges from actuarial assumptions, resulting in actuarial losses.  The normal cost rate for 
future members is less than the current member contribution rates, so the Board does not 
believe it is appropriate to either increase member contribution rates or decrease benefits to 
decrease the unfunded liability through 2024.  If necessary, the City’s contribution rate would 
need to be increased through 2024.  During 2024, the Statute requires that an independent 
actuary perform an analysis to determine if DPFP meets State Pension Review Board pension 
funding guidelines and, if not, recommend changes to benefits or to member or city 
contribution rates.  Not later than November 1, 2024, the DPFP Board is required adopt a 
plan that complies with funding and amortization period requirements under Section 802 of 
the Government Code and takes into consideration the independent actuary’s 
recommendations.  
 
 

I. Review of Funding Policy  
 
This policy may be amended from time-to-time to reflect changes in other Board policies, 
emerging best practices for public defined benefit pension plans, prevailing opinions of 
future Board members, and suggested changes by system stakeholders.  
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J. Effective Date 
 
 
APPROVED on December 12, 2019 by the Board of Trustees of the Dallas Police and Fire Pension 
System. 
 
 
 
 
 
      
William F. Quinn 
Chairman 
 
 
ATTEST: 
 
 
 
 
_____________________  
Kelly Gottschalk 
Secretary 
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https://www.facebook.com/NCPERS/videos/828772490870703/
https://www.facebook.com/NCPERS/videos/426216674755334/
https://www.ncpers.org/files/NCPERS_peaceful-coexistence_revised_pages%20for%20web.pdf














https://www.ncpers.org/legislative


https://blog.ggainc.com/how-to-chair-a-board-meeting
https://www.ncpers.org/psc






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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