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Bridgewater
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Dallas Police & Fire Pension

Bridgewater All Weather Fund

Bridgewater All Weather Fund Il, Ltd.
Exposure Report
September 30, 2016
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Dallas Police & Fire Pension
Bridgewater

Bridgewater Pure Alpha Major Markets Strategy 21% Volatility: 2016 Q3
Gross Value Added Attribut_ion by Market
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Bridgewater All Weather 12% Strategy: 2016 Q3
Gross Excess Return Attribution by Economic Environment
Growth Inflation .
Bridgewater All Weather 12% Strategy: 2016 Q3
Gross Excess Return Attribution -
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Source: Bridgewater
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Dallas Police & Fire Pension

+ Manager Role in Portfolio
— Global Asset Allocation Mandate (added in Q4 2009)

+ Organizational Profile

— Putnam was founded in 1937 with the creation of one of the first balanced mutual funds, consisting of
both stocks and bonds. This fund exists to this day and remains one of the most popular offerings in
their product lineup.

— In 1970, the firm was acquired by Marsh & McLennan Companies, Inc., a diversified firm offering
insurance and reinsurance broking, consulting, and investment management services.

— On August 3, 2007, the sale of Putnam Investments by Marsh and McLennan Companies (MMC) to
Great-West Lifeco Inc., a subsidiary of Power Financial Corporation, was completed. Great-West Lifeco
Inc. is a financial services holding company with interests in the life insurance, health insurance,
retirement savings, investment management and reinsurance businesses.

+ InvestmentStrategy Commentary
— Putnam Total Return’s objective is to meet investors’ needs for absolute return in different economic
environments, including those in which stocks and bonds struggle.
— Seeks to achieve positive absolute return through the combination of a strategic beta portfolio and
diversified alpha portfolio.
— The beta portfolio has been designed to provide high current yield, protect against inflation, limit
downside risk and to balance the risk contribution from asset classes.
— The alpha portfolio seeks to add 100-250 basis points of excess return, with volatility of approximately
200 basis points, at the fund level by individual teams.
+ Due Diligence Notes
— Jeff Knight, Head of Asset Allocation and the lead Portfolio Manager for Putnam’s Total Return
strategy, tendered his resignation on January 295th. Jeff's resignation was unexpected and is a
significant loss for Putnam. As Head of Asset Allocation, Jeff oversaw approximately $10 billionin
multi-asset mandates including risk parity, asset allocation strategies and balanced funds. The
reason for Jeff’s departure is unclear. The 4 senior portfolio managers of the Total Return Fund will
remain at Putnam and have been promoted to co-heads of the Asset Allocation Group. The four
senior PMs are Robert Kea, James Fetch, Robert Schoen, and Jason Vaillancourt. As part of their
retention, 4 PMs have been given increases in compensation, bonuses, and equity stakes. After
this announcement NEPC put Putnam’s Total Return strategy on Client Review.

% NEPC, LLC
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Dallas Police & Fire Pension

Risk weight summary as of September 30, 2016

Risk factor weight

%)
Common factor risk
Equity 48.32
Rates -0.09
Credit 21.65
Inflation 30.13

Source: Putnam, September 2016
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Dallas Police & Fire Pension

Portfolio weight summary as of September 30, 2016

. . Derivative Total Current
Asset Class Physical Weight ST Weight Index Proxy
U.S. Equity 15.82% 1.55% 17.38% Russell 3000 Index
Non-U.S. Equity 9.85% 0.00% 9.85% MSCI EAFE Index
Emerging-Market Equity 0.00% 5.20% 5.20% MSCI Emerging Markets Index
U.S. High-Yield Bond 12.59% 1.94% 14.53% JP Morgan High Yield Developed Index
Emerging-Market Bond 0.00% 4.95% 4.95% JPM EM Global Bond Index
U.S. Investment-Grade Bond 12.84% -4.63% 8.21% Barclays Aggregate Bond Index
Non-U.S. Government Bond 0.00% 24.72% 24.72% Citi WGBI ex US Index
U.S. TIPS 0.00% 29.72% 29.72% Barclays TIPS Index
Commodities 0.00% 17.90% 17.90% GSCI Index
REITs 3.30% 0.00% 3.30% MSCI REIT Index
Cash 45.59% -81.34% -35.75% 3 month U.S. Treasury Bill

data as of September 30, 2016

Source: Putnam, September 2016

E‘% NEPC, LLC September 30, 2016
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Dallas Police & Fire Pension

GTAA

3 Year Risk Return 3 Year Style Analysis
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Dallas Police & Fire Pension

GTAA

5 Year Risk Return 5 Year Style Analysis
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Dallas Police & Fire Pension

« Manager Role in Portfolio
— GMO manages a portion of the Global Asset Allocation mandate

- Organizational Profile
— GMO was founded in 1977 as a private investment firm to serve institutional clients

— Initial products were designed around the firm’s value-oriented discipline until GMO’s quantitative
division was launched in 1982, providing a way to augment existing strategies and disciplines.

— GMO has a wide range of products across global asset classes, and are known for their contrarian, often
bearish view of the marketplace.

+ Investment Strategy Commentary

— Real return Global Balanced Asset Allocation (until 11/30/2010)
»  Portfolio construction based on seven year asset class forecasts developed by GMO quantitative team led by
Jeremy Grantham and Ben Inker
*  Product seeks to add 2-3% above customized blended benchmark (60% MSCI World, 20% BC Aggregate, 20%
Cash)
« In addition to asset classes such as global multi-cap equities, global bonds, emerging markets equities and
debt, a GMO fund of GMO hedge funds is used for additional diversification and risk control.
— Global Allocation Absolute Return (GAAR - as of 12/2010)

*  Generate relatively strong real returns over a market cycle, by allocating to a potentially wide range of asset
classes (including but not limited to Int’l Small Cap, Emerging Market equities, REITs, TIPS, GMO funds, etc.)
with regard to a traditional benchmark.

+  Absolute volatility should be in the same general range as traditional balanced portfolios, although the pattern
of returns may be quite different.

 Due Diligence Notes

— GMO has historically offered equity strategies through both its Global Equity and Asset Allocation
teams. These two groups will be combining their individual product offerings into a single set of unified
strategies. The unified strategies will be managed with the objective of generating high total returns by
investing in equities, and focusing less on managing risk relative to a benchmark. The Global Equity
Team will continue with day-to-day portfolio management and the Asset Allocation Team will be
responsible for the asset class forecasts and high-level investment oversight.

— Effective immediatley on January 30, 2013, Marc Seidner left the firm PIMCO and will be joining
GMO in March to head their Fixed Income team. Mr. Seidner joined PIMCO in 2009 from Harvard
and is a well-respected investor. PIMCO expressed that this was a difficult loss for them.

E‘% NEPC, LLC

125



Dallas Police & Fire Pension

GMO (Global Asset Allocation)

Historical Allocation

100%
Cash/cash+
90%
80%
Alternative Investments
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50% Quality
40% - U.S. Equity
30% o
20% - Developed Int'l Equity
10%
Emerging Markets Equity
0%
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Source: GMO

E‘% NEPC,LLC September 30, 2016
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GMO (Global Asset Allocation)

Asset Allocation

Benchmark
65% Equities/35% Bonds 1

GMO Active
Weighting Decisions?’

U.5. Equities

U.S. Equities 34.3% -18.5%

International Equities
+0.8%

Int'l. Equities 23.6% Emerging Equities

5.6%

Alternative Strategies
+7.8%

Fixed Income

=17.9%

Fixed Income 35.0%

Other

Source: GMO
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Emerging Markets 13.0%

il polative Value Interest Rates & FX 2.2%
ABS/Structured Products 4.8%

Emerging Debt 4.5%
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Absolute Return

3 Year Risk Return
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Absolute Return

4 Year Risk Return 4 Year Style Analysis
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Alpha - Measures the relationship between the fund performance and the per-
formance of another fund or benchmark index and equals the excess return
while the other fund or benchmark index is zero.

Alpha Jensen - The average return on a portfolic over and above that predict-
ed by the capital asset pricing model (CAPM), given the portfolic’s beta and the
average market return. Also known as the abnormal return or the risk adjusted
exCess returmn.

Annualized Excess Return over Benchmark - Annualized fund return minus
the annualized benchmark return for the calculated return.

Annualized Return - A statistical technique whereby returns covering pericds
greater than one year are converted to cover a 12 month time span.

Beta - Measures the velatility or systematic risk and is equal to the change in
the fund’s performance in relation to the change in the assigned index’s perfor-
mance.

Information Ratio - A measure of the risk adjusted return of a2 financial
security, asset, or portfolio.

Formuia:

(Annualized Return of Portfolio - Annualized Return of Benchmark)/Annualized
Standard Deviation(Period Partfolio Return - Period Benchmark Return). To an-
nualize standard deviation, multiply the deviation by the square root of the
number of periods per year where monthly returns per year equals 12 and quar-
terly returns is four periods per year.

R-Squared - Represents the percentage of a fund’s movements that can be
explained by movements in an index. R-Squared values range from 0 to 100. An
R-Squared of 100 denctes that all movements of a fund are completaly ex-
plained by movements in the index.

Sharpe Ratio - A measure of the excess return or risk premium per unit of risk
in an investment asset or trading strategy.

Sortino Ratio - A method to differentiate between good and bad volatility in
the Sharpe Ratic. The differentiation of up and down volatility allows the calcu-
lation to provide a risk adjusted measure of a secunty or fund's performance
without upward price change penalties.

Formula:

Calculation Average (X-Y)/Downside Deviation (X-¥) * 2

Where X=Return Serfes X ¥ = Return Series ¥ which is the risk free return (91
day T-bills)

Glossary of Investment Terminology - Risk Statistics

Standard Deviation - The standard deviation is a statistical term that de-
scribes the distribution of results. It is a commonly used measure of volatility of
returns of a portfolio, asset class, or security. The higher the standard deviation
the more volatile the returns are.

Formula:
(Annualized Return of Portfolio — Annualized Return of Risk Free) / Annualized
Standard Deviation (Portfolio Returns)

Tracking Error - Tracking error, also known as residual risk, is a measure of
the degree to which a portfolio tracks its benchmark. It is also a measure of
consistency of excess returns. Tracking error is computed as the annualized
standard deviation of the difference between a portfolio’s return and that of its
benchmark.

Formula:

Tracking Error = Standard Deviation (X-Y) * { # of periods per year)
Where X = periods portfolio return and Y = the period’s benchmark return
For monthly returns, the periods per year = 12

For quarterly returns, the periods per year = 4

Treynor Ratio - A risk-adjusted measure of return based on systematic risk.
Similar to the Sharpe ratio with the difference being the Treynor ratic uses beta
as the measurement of volatility.

Formula:
{Portfolio Average Return - Average Return of Risk-Free Rate)/Portfolio Beta

Up/Down Capture Ratio - A measure of what percentage of 2 market's re-
turns is "captured” by a portfolio. For example, if the market declines 10% over
some period, and the manager declines only 9%, then his or her capture ratio is
90%. In down markets, it is advantageous for a manager to have as low a cap-
ture ratio as possible. For up markets, the higher the capture ratio the better.
Locking at capture ratios can provide insight into how a manager achieves ex-
cess returns. A value manager might typically have a lower capture ratio in both
up and down markets, achieving excess returms by protecting on the downside,
whereas a growth manager might fall more than the overall market in down
markets, but achieve above-market returns in a rising market.

UpsideCapture = TotalReturn{FundReturns)/TotalReturns{BMReturn) when Peri-
od Benchmark Return is > = 0

DownsideCapture = TotalReturn(FundReturns)/TotalReturns{BMReturn) when
Benchmark <0

Source: Investor Force

NEPC, LLC
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Glossary of Investment Terminology

# Of Portfolios/Observations® - The total number of data points that make
up a specified universe

Allocation Index® - The allocation index measures the value added (or sub-
tracted) to sach portfolio by active management. It is calculated monthly: The
portfolio asset allocation to each category from the prior month-end is multi-
plied by a specified market index.

Asset Allocation Effect? - Measures an investment manager’s ability to effec-
tively allocate their portfolio’s assets to various sectors. The allocation effect
determines whether the overweighting or underweighting of sectors relative to a
benchmark contributes positively or negatively to the overall portfolic return.
Positive allocation occurs when the portfolio is over weighted in a sector that
outperforms the benchmark and underwsighted in a sector that underperforms
the benchmark. Negative zllocation cccurs when the portfolio is over weighted
in a sectar that underperforms the benchmark and under weighted in a sectar
that outperforms the benchmark.

Agency Bonds (Agencies)? - The full faith and credit of the United States gow-
ermment is normally not pledged to payment of principal and interest on the
majority of government agencies issuing these bonds, with maturities of up to
ten years. Their yields, therefore, are normally higher than government and
their marketability is good, thereby qualifying them as a low risk-high liguidity
type of investment. They are eligible as security for advances to the member
banks by the Federal Reserve, which attests to their standing.

Asset Backed Securities (ABS)? - Bonds which are similar to mortgage-
backed securities but are collateralized by assets other than meortgages; com-
monly backed by credit card receivables, auto loans, or other types of consumer
financing.

Attribution® - Attribution is an analytical technigue that allows us to evaluate
the performance of the portfolio relative to the benchmark. A proper attribution
tells us where value was added or subtracted as a result of the manager’s dedi-
sions.

Average Effective Maturity? - For a single bond, it is a measure of maturity
that takes into account the possibility that a bond might be called back to the
issuer.

For a portfolio of bonds, average effective maturity is the weighted average of
the maturities of the underlying bonds. The measure is computed by weighing
each bond's maturity by its market value with respect to the pertfolio and the
likelihood of any of the bonds being called. In a pool of mortgages, this would
also account for the likelihood of prepayments on the mortgages.

Batting Average?! - A measurement representing an investment manager's
ability to meet or beat an index.

Formula: Divide the number of days (or months, quarters, etc.) in which the
manager beats or matches the index by the total number of days (or months,
quarters, etc.) in the period of question and multiply that factor by 100.

Brinson Fachler (BF) Attribution?® - The BF methodelogy is 2 highly accepted
industry standard for calculating the allocation, selection, and interaction effects
within 2 portfolio that collectively explains a portfolio’s underlying performance.
The main advantage of the BF methodalogy is that rather than using the averall
return of the benchmark, it goes a level deeper than BHE and measures wheth-
er the benchmark sector, country, etc. outperformed/or underperformed the
overall benchmark.

Brinson Hood Beebower (BHB) Attribution® - The BHB methodology shows
that excess return must be equal to the sum of all other factors (i.e., allocation
effect, selection effect, interaction effect, etc.). The advantage to using the BHB
methodology is that it is a2 highly accepted industry standard for calculating the
allocation, selection, and interaction effects within a portfolio that collectively
explains a portfolio’s underlying performance.

Corporate Bond (Corp) * - A debt security issued by a corporation and sold to
investors. The backing for the bond is usuzlly the payment ability of the compa-
ny, which is typically money to be earned from future ocperations. In some cas-
es, the company's physical assets may be used as collateral for bonds.

Correlation?® - A range of statistical relationships between two or more random
variables or observed data values. A correlation is a single number that de-
scribes the degree of relationship between variables,

Data Source: ‘InvestorForce, “Interaction Effect Performance Attribution, *NEPC, LLC, *Investopedia, “Hedgeco.net

September 30,2016
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Coupon® - The interest rate stated on a bond when it is issued. The coupon is
typically paid semiannuzlly. This is also referred to as the "coupon rate” or
“coupon percent rate.”

Currency Effect® - Is the effect that changes in currency exchange rates over
time affect excess performance.

Derivative Instrument® - A financial obligation that derives its precise value
from the value of one or more other instruments (or assets) at the same point
of time. For example, the relationship between the value of an S&P 500 futures
contract (the derivative instrument in this case) is determined by the value of
the S&P 500 Index and the value of a W.S. Treasury bill that matures at the
expiration of the futures contract.

Downside Deviation® - Equals the standard deviation of negative return or the
measure of downside risk focusing on the standard deviation of negative re-
tums.

Formula:

Annualized Standard Deviation (Fund Return - Average Fund Return,) where
average fund return is greater than individual fund returns, monthly or quarter-
fy.

Duration® - Duration is a measure of interest rate risk. The greater the dura-
tion of a bond, or a portfolio of bonds, the greater its price volatility will be in
response to 2 change in interest rates. A bond’s duration is inversely related to
interast rates and directly related to time to matunty.

Equity/Debt/Cash Ratio® - The percentage of an investment or portfolio that
is in Equity, Debt, and/or Cash (i.e. A 7/89/4 ratio represents an investmeant
that is made up of 7% Equity, 89% Debt, and 4% Cash).

Foreign Bond? - A bond that is issued in a domestic market by a foreign entity,
in the domestic market's currency. A foreign bond is most often issued by a
foreign firm to raise capital in a domestic market that would be most interested
in purchasing the firm's debt. Far foreign firms doing a large amount of business
in the domestic market, issuing foreign bonds is a commeon practice.

Hard Hurdle® - is a hurdle rate that once beaten allows a fund manager to
charge a performance fee on only the funds above the specified hurdle rate.

Glossary of Investment Terminology

High-Water Mark® - The highest peak in value that an investment fund/
account has reached. This term is often used in the context of fund manager
compensation, which is performance based. Some performance-based fees only
get paid when fund performance exceeds the high-water mark. The high-water
mark ensures that the manager does not get paid large sums for poor perfor-
mance.

Hurdle Rate* - The minimum rate of return on an investment required, in order
for a manager to collect incentive fees from the investor, which is usually tied to
a benchmark.

Interaction Effects® - The interaction effect measures the combined impact of
an investment manager’s selection and allocation decisions within a sector. For
example, if an investment manager had superior selection and over weighted
that particular sector, the interaction effect is positive. If an investment manag-
er had superior selection, but underweighted that sector, the interaction effect
is negative. In this case, the investment manager did not take advantage of the
superior selection by allocating more assets to that sector. Since many invest-
ment managers consider the interaction effect to be part of the selection or the
allocation, it is often combined with the either effect.

Median?® - The value (rate of return, market sensitivity, etc.) that exceeds one-
half of the values in the population and that is exceeded by one-half of the val-
ues. The median has a percentile rank of 50.

Modified Duration® - The percentage change in the price of a fixed income
security that results from a change in yield.

Mortgage Backed Securities (MB5)® - Bonds which are a general obligation
of the issuing institution but are also collateralized by a pool of mortgages.

Municipal Bond (Muni) * - A debt security issued by a state, municipality or
county to finance its capital expenditures.

Met Investment Change?! - Is the change in an investment after accounting
for all Net Cash Flows.

Performance Fee* - A payment made to a fund manager for generating posi-
tive returns. The performance fee is generally calculated as a percentage of
investment profits, often both realized and unrealized.

Data Source: *Investorforce, “Interaction Effect Performance Attribution, *NEPC, LLC, *Investopedia, *Hedgeco.net

E% NEpC,LLC
-

September 30,2016



Policy Index?® - A custom benchmark designed to indicate the returns that a
passive investor would earn by consistently following the asset zllocation targets
set forth in this investment policy statement.

Price to Book (P/B)* - A ratio usaed to compare a stock's market value to its
book value. It is calculated by dividing the current closing price of the stock by
the latest quarter's book value per share, also known as the "price-equity ratio”.

Price to Earnings (P/E)? - The weighted equity P/E is based on current prica
and trailing 12 months earnings per share (EPS).

Price to Sales (P/S)* - A ratic for valuing a stock relative to its own past per-
formance, other companies, or the market itself. Price to sales is calculated by
dividing a stock's current price by its revenue per share for the trailing 12
manths.

Return on Equity (ROE)* - The amount of net income returned as a percent-
age of shareholders equity. Return on equity measures a corporation's profita-
bility by revealing how much profit a company generates with the money share-
holders have invested.

Selection (or Manager) Effect? - Measures the investment manager’s ability
to select secunties within a given sector relative to a benchmark. The over or
underperformance of the portfolio is weighted by the benchmark weight, there-
fore, selection is not affected by the manager’s allocation to the sector. The
weight of the sector in the portfolio determines the size of the effect—the larger
the sector, the larger the effect is, positive or negative,

Soft Hurdle rate® — is a hurdle rate that ocnce beaten allows a fund manager to
charge a performance fee based on the entire annualized return.

Tiered Fee®! — A fee structure that is paid to fund managers based on the size
of the investment (i.e. 1.00% fee on the first $10M invested, 0.90% on the next
£10M, and 0.80% on the remaining balance).

Total Effects? - The active management (total) effect is the sum of the selec-
tien, allocation, and interaction effects. It is also the difference betwesen the
total portfolio return and the total benchmark return. You can use the active
management effect to determine the amount the investment manager has add-
ed to a portfolio’s return.

Glossary of Investment Terminology

Total Return?® - The actual rate of return of an investment over a specified time
period. Total return includes interest, capital gains, dividends, and distributions
rezlized over a defined time period.

Universe® - The list of all assets eligible for inclusion in a portfolio.
Upside Deviation® - Standard Deviation of Positive Returns

Weighted Avg. Market Cap.® - A stock market index weighted by the market
capitalization of each stock in the index. In such a weighting scheme, larger
companies account for a greater portion of the index. Most indexes are con-
structed in this manner, with the best example being the S&P 500.

Yield {(%)? - The current yield of a security is the current indicated annual divi-
dend rate divided by current price.

Yield to Maturity® -The discount rate that equates the present value of cash
flows, both principal and interest, to market prica.

Data Source: Investorforce, Interaction Effect Performance Attribution, *NEPC, LLC, *Investopedia, “Hedgeco.net
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Information Disclosure

« Past performance is no guarantee of future results.

« NEPC uses, as its data source, the plan’s custodian bank or fund service
company, and NEPC relies on those sources for security pricing, calculation
of accruals, and all transactions, including income payments, splits, and
distributions. While NEPC has exercised reasonable professional care in
preparing this report, we cannot guarantee the accuracy of all source
information contained within.

« The Investment Performance Analysis (IPA) is provided as a management
aid for the client’s internal use only. Portfolio performance reported in the
IPA does not constitute a recommendation by NEPC.

« Information in this report on market indices and security characteristics is
received from sources external to NEPC. While efforts are made to ensure
that this external data is accurate, NEPC cannot accept responsibility for
errors that may occur.

« This report may contain confidential or proprietary information and may
not be copied or redistributed.

E‘% NEPC, LLC September 30,2016
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