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AGENDA
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The regular meeting of the Dallas Police and Fire Pension System Board of Trustees will be held
at 8:30 a.m. on Thursday, November 8, 2018, in the Second Floor Board Room at 4100

Harry Hines Boulevard, Dallas, Texas. Items of the following agenda will be presented to the
Board:

Date: November 2, 2018

A. MOMENT OF SILENCE

B. CONSENT AGENDA
1.  Approval of Minutes
Regular meeting of October 10, 2018

2. Approval of Refunds of Contributions for the Month of October 2018
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Approval of Activity in the Deferred Retirement Option Plan (DROP) for
November 2018

Approval of Estate Settlements
Approval of Survivor Benefits
Approval of Service Retirements

Approval of Payment of Military Service Contributions

C. DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR INDIVIDUAL
CONSIDERATION

1.

2.

Asset Allocation Implementation
Portfolio Update
Legislative Consultant Contract Renewal

Second reading and discussion of the 2019 Budget
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10.

11.

12,

Third Quarter 2018 Financial Statements

Trustee Absences at October 10, 2018 Board Meeting

401(a) Money Purchase Plan and 457(b) Deferred Compensation Plan
Required Training Manual Delivery

Internal Controls Review

Reconsideration of Board Motion regarding transmittal of CAFR to City of
Dallas

Board approval of Trustee education and travel

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

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

IFEBP New Trustee Training Level 1
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13.

14.

15.

16.

Closed Session — Board serving as Medical Committee

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

Disability application

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 Open Records
litigation with the Texas Attorney General 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.

Performance Input to the Executive Director regarding the General Counsel

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.

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.
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D. BRIEFING ITEMS

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

2. Executive Director’s report

a. Associations’ newsletters
e NCPERS Monitor (October 2018)
e NCPERS PERSist (Fall 2018)

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

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

MOMENT OF SILENCE

In memory of our Members and Pensioners who recently passed away
(September 29, 2018 — October 19, 2018)

ACTIVE/
NAME RETIRED DEPARTMENT DATE OF DEATH

Raymond L. Ysasaga Retired Police Sep. 29, 2018
Eugene J. Fox Active Police Oct. 1, 2018
Alexander P. Csaszar Retired Police Oct. 2, 2018
Jimmy R. Kincaid Retired Police Oct. 19, 2018

Regular Board Meeting — Thursday, November 8, 2018
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Dallas Police and Fire Pension System
Wednesday, October 10, 2018
8:30 a.m.

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

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

Board Members

Present at 8:31 a.m. William F. Quinn, Nicholas A. Merrick, Samuel L. Friar, Ray Nixon,
Gilbert A. Garcia, Frederick E. Rowe, Tina Hernandez Patterson,
Joseph P. Schutz, Kneeland Youngblood (by phone)

Present at 9:28 a.m.  Blaine Dickens
Absent: Robert C. Walters
Staff Kelly Gottschalk, Josh Mond, Kent Custer, Brenda Barnes, John Holt,

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

Others Jill Svoboda, Matt Liu, Leandro Festino, Aaron Lally, Jeff Williams
(by phone), Janis Elliston, Darryl Wachsman, Jerry Rhodes, David
Elliston

* k% * k% % * k% %

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

* k% * k% % * X% %

A. MOMENT OF SILENCE

The Board observed a moment of silence in memory of retired firefighters Jim
Meador, D. L. Sides, Curtis R. Good, Roy J. Stewart, Jr.

No motion was made.

* k% * k% % * k% %
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Regular Board Meeting
Wednesday, October 10, 2018

B. CONSENT AGENDA

1.

Approval of Minutes

a. Required Public Meeting #2 of September 13, 2018
b. Regular meeting of September 13, 2018

Approval of Refunds of Contributions for the Month of September 2018
Approval of Estate Settlements

Approval of Survivor Benefits

Approval of Service Retirements

Approval of Alternate Payee Benefits

Approval of Payment of Military Leave Contributions

Approval of Payment of DROP Revocation Contributions

After discussion, Mr. Nixon made a motion to approve the minutes of the Required
Public Meeting #2 of September 13, 2018. Mr. Garcia seconded the motion, which was
unanimously approved by the Board. Mr. Dickens was not present for the vote.

After discussion, Mr. Garcia made a motion to approve the minutes of the meeting of
September 13, 2018. Mr. Friar seconded the motion, which was unanimously approved
by the Board. Mr. Dickens was not present for the vote.

After discussion, Mr. Garcia made a motion to approve the remaining items on the
Consent Agenda, subject to the final approval of the staff. Mr. Friar seconded the
motion, which was unanimously approved by the Board. Mr. Dickens was not present
for the vote.

* k% * % % k% % %
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Regular Board Meeting
Wednesday, October 10, 2018

C. DISCUSSION AND POSSIBLE ACTION REGARDING ITEMS FOR
INDIVIDUAL CONSIDERATION

1.

2017 Financial Audit

Jill Svoboda and Matt Liu, representatives from BDO, DPFP’s independent audit
firm, were present to discuss the results of their audit for the year ended December
31, 2017.

The Audit Committee reported their findings from their meeting with BDO.
The Executive Director presented a draft of the 2017 audited financial statements.

After discussion, Mr. Garcia made a motion to approve issuance of the 2017 audit
report, subject to final review and approval by BDO and the Executive Director.
Ms. Hernandez Patterson seconded the motion, which was unanimously approved
by the Board.

* k% * k% % * k% %

2017 Comprehensive Annual Financial Report
Staff presented the draft of the 2017 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. Garcia made a motion to authorize the Executive Director
to issue the 2017 Comprehensive Annual Financial Report upon finalization and
the Chairman to prepare a letter from the Board transmitting the report to officials
of the City of Dallas. Mr. Schutz seconded the motion, which was unanimously
approved by the Board.

* k% * k% % * X% %

Asset Allocation

Leandro Festino, Managing Principal, and Aaron Lally, Executive Vice President
of Meketa Investment Group, Jeff Williams, Vice President and Consulting
Actuary, Segal Consulting (by phone) answered questions related to actuarial
impact and projection and presented the long-term asset allocation, analysis,
recommendation, and implementation considerations.
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Regular Board Meeting
Wednesday, October 10, 2018

3. Asset Allocation (continued)

After discussion, Ms. Hernandez Patterson made a motion to approve the
recommended long-term asset allocation. Mr. Merrick seconded the motion,
which was unanimously approved by the Board.

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

4. Portfolio Update

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

No motion was made.

* k% * k% % * k% %

5. Quarterly Private Asset Cash Flow Projection Update

Staff provided the quarterly update on the private asset cash flow projection
model first discussed at the February Board meeting. The cash flow model
projects estimated contributions to, and distributions from, private assets over the
next 5 years. These estimates are intended to assist the Board in evaluating the
expected time frame to reduce DPFP’s exposure to these assets and the
implications for the overall asset allocation and expected portfolio risk and return.

No motion was made.

* k% * % % k% % %

6. Initial reading and discussion of the 2019 Budget
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 2018 actual
expenses were explained in the comments accompanying the proposed budget.
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Regular Board Meeting
Wednesday, October 10, 2018

Initial reading and discussion of the 2019 Budget (continued)

After discussion, Mr. Garcia made a motion to direct staff to reflect any proposed
changes, present the amended budget to the Board at the November 8, 2018 Board
meeting, and authorize the posting of the amended budget to www.dpfp.org for
member review prior to the November meeting. Ms. Hernandez Patterson
seconded the motion, which was unanimously approved by the Board.

* k* * k% * * X *

Professional Services Provider Policy

The Committee Policy and Procedure provides for the appointment of a
Professional Services Committee whose responsibility is to meet at least annually
to interview the actuary, outside legal (fiduciary) counsel and investment
consultant in order to give a forum to the service providers to speak candidly to
the Committee. All material comments are then required to be passed on to the
full Board by the Committee.

The policy provides that the Committee will be one Trustee who is a Mayoral
appointee, one Trustee elected by the Members and either the Chairman or a
Trustee selected by the Chairman.

After discussion, Mr. Merrick made a motion to appoint Mr. Schutz, Mr. Dickens,
and Mr. Quinn to the Professional Services Committee required under the
Committee Policy and Procedure. Mr. Garcia seconded the motion, which was
unanimously approved by the Board. Ms. Hernandez was not present.

* k% k% k% * * k% %
Uniformed Services Leave Payback Policy and Procedure
Staff proposed an amendment to the policy to combine all potential buybacks
which occur in a year for purposes of the member paying back contributions to
acquire service time by December 31st of that year.
After discussion, Mr. Merrick made a motion to adopt the Uniform Services

Leave Payback Policy and Procedure as amended. Mr. Garcia seconded the
motion, which was unanimously approved by the Board.

* k* * k% X% * X% *
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Regular Board Meeting
Wednesday, October 10, 2018

Board approval of Trustee education and travel

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

The Board and staff discussed approval of future education and business-related
travel. There was no future investment-related travel.

After discussion, Mr. Garcia made a motion to approve Mr. Dickens’ request to
attend the IFEBP New Trustee Institute. Mr. Merrick seconded the motion, which
was unanimously approved by the Board.

x ok K ok ok ok ok x
Executive Staff Personnel Review and Compensation Process

The Board went into a closed executive session — personnel at 11:50 p.m.

The meeting was reopened at 12:16 p.m.

The Chairman led a discussion with the Board concerning the process by which

the Board at a future meeting will review the Executive Staff’s performance and
compensation. No motion was made.

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

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

The Board went into a closed executive session — legal at 12:16 p.m.
The meeting was reopened at 12:44 p.m.

The Board and staff discussed legal issues. No motion was made.

* k% * k% k% * k% %
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Regular Board Meeting
Wednesday, October 10, 2018

D. BRIEFING ITEMS

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

The Board heard member and pensioner comments. No motion was made.

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

2. [Executive Director’s report

a.

b.
C.
d.

Associations’ newsletters

e NCPERS Monitor (September 2018)
IRS Audit

Diligent Material

Web Member Services

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

* k% * * % * X% %

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

at 12:44 p.m.

ATTEST:

William F. Quinn
Chairman

Kelly Gottschalk

Secretary

7of7
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ITEM #C1

Topic: Asset Allocation Implementation

Attendees: Leandro Festino, Managing Principal - Meketa Investment Group (by phone)

Discussion: Meketa and DPFP investment staff will discuss implementation of the long-term asset
allocation that was approved at the October 10 meeting of the Board.

Staff
Recommendation: Approve the asset allocation implementation plan, as presented by Meketa.

Until a rebalancing policy is approved by the Board, recommended rebalancing would be
submitted to the Board for approval.

Regular Board Meeting — Thursday, November 8, 2018
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S ITEM #C2

Topic: Portfolio Update

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

Regular Board Meeting — Thursday, November 8, 2018
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ITEM #C3

Topic: Legislative Consultant Contract Renewal

Discussion: DPFP’s contract with its legislative consultant HillCo Partners expires November 30, 2018.
Staff is recommending to the Board that DPFP renew the contract on the same terms through
November 30, 2020. Staff believes Hillco Partners should be retained for the following
reasons:

HillCo was very effective during the 2017 legislative session in keeping legislators
informed about the effect on DPFP of the various legislative proposals and helping to

educate the legislators on the needs of DPFP with respect to such legislation.

HillCo continues to be one of the most respected legislative firms in Austin with extensive
pension knowledge.

HillCo personnel who work directly with DPFP, Clint Smith, Eddie Solis and Buddy Jones
have a long history with DPFP and understand in depth our legislative needs.

Staff
Recommendation: Authorize the Executive Director to renew DPFP’s contract with HillCo Partners on its
current terms for two years.

Regular Board Meeting — Thursday, November 8, 2018
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October 18, 2018

Ms. Kelly Gottschalk

Dallas Police & Fire Pension System
4100 Harry Hines Boulevard, Suite 100
Dallas, TX 75219

Dear Kelly:

In order to protect the System’s interests and to work toward preventing punitive
recommendations to the Dallas Police and Fire Pension System emerge from interim
legislative process, we accomplished the following goals leading up to the 86th Session:

We actively followed and participated in all applicable interim committee meetings;

We planned types of input favorable to the Dallas Police and Fire Pension System and
communicated this input to members during the interim;

We coordinated input with TEXPERS and other local public pension systems;
We established relationships with local legislators and those involved in your issues;

We aided the efforts of legislators that understood your positions; and

This proposal is for consulting services to further the above stated goals accomplished
during the interim period and, to use these successes during the 85" Session of the
Legislature that will convene January 9, 2019.

Going forward on your behalf HillCo will provide the following services:

Develop with you and your Board a political strategy for the Dallas Police and Fire
Pension System to accomplish its goals;

Represent the Dallas Police and Fire Pension System in all legislative actions which
are identified as having a potential impact on the Dallas Police and Fire Pension
System’s interests;

Advocate the Dallas Police and Fire Pension System’s position to members of the
Texas legislature;

823 CONGRESS AVENUE, SUITE 200 * AUSTIN, TEXAS 78701 = 512, 480.8942 -« FAX 512.480.8944
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Dallas Police and Fire Pension System
Page 2
October 18, 2018

e Communication with designated representatives of the Dallas Police and Fire Pension
System regarding its position on issues;

¢ Maintain personal contact with members of the legislative and executive branches of
state government regarding the Dallas Police and Fire Pension System’s position on
issues;

» Assist the Dallas Police and Fire Pension System in developing relationships with key
legislative members;

e Represent the Dallas Police and Fire Pension System during the 2019 legislative
session; and

¢ Work to pass legislation, if deemed necessary by the Dallas Police and Fire Pension
System Board, which is favorable to the Dallas Police & Fire Pension System and its
members.

e Repularly report on legislative activities to designated representatives of the Dallas
Police and Fire Pension System.

Meal T. “Buddy” Jones, Eddie Solis, and R. Clint Smith will be responsible for the
representation of the Dallas Police and Fire Pension Systems on key issues. We have
reviewed the issues involved and have determined that the interest of the Dallas Police
and Fire Pension System do not conflict with those of our other clients. It is however,
specifically acknowledged that HillCo does represent the City of Dallas solely on water
issues. Client consents to this representation for this purpose.

All personnel in our office agree that the information provided to and by the Dallas
Police and Fire Pension System personnel shall be confidential and shall not be disclosed
except as required by law or authorized by the System. Each expressly agrees not to
violate the confidentiality of any assignment undertaken for the Dallas Police and Fire
Pension System and not to engage in any conflict of interest or to directly or indirectly
resort to any act, which could be considered commercial or political bribery. It is further
agreed that each shall not utilize his or her compensation from the Dallas Police and Fire
Pension System to make payments, which violate state or federal laws and regulations.

The period of this contract is effective from December 1, 2018 through November 30,
2020 provided that either party may terminate this agreement with 30 days’ written notice
without cause by providing said written notice to the other. This relationship may be
extended and/or its scope broadened by mutual agreement of all parties. Hillco Partners
will provide the services set out herein for a fee of $10,000 per month during non-
legislative months and $15,000 per month during the legislative session from January 1,
2019 to June 30, 2019,
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Dxallas Police and Fire Pension System
Page 3
October 18, 2018

Dallas Police and Fire Pension System further agrees to pay any actual expenses
reasonably incurred by HillCo Partners, such as travel, lodging, and food. Dallas Police
& Fire also agrees to pay overhead expenses of $500 per month during non-legislative
months and $1000 per month during legislative session months. All compensation paid
under this agreement by the System will be reported to the IRS on form 1099,

We are confident this will continue to be a most successful and beneficial relationship. If
there are questions, please let us know. Thank you for your attention to this proposal.

Singerely,

. Gt Bt
eal T. “Buddy” Jones . Clint Smith
RCS/lg_DPEPS

ACCEPTED AND AGREED TO BY:

(signature)

{Printed Mame)

Date:
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ITEM #C4

Topic: Second reading and discussion of the 2019 Budget

Discussion: Attached is the budget proposal for Calendar Year 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 2018 actual expenses are
explained in the comments accompanying the proposed budget.

The first reading of the proposed budget was at the October 10, 2018 Board meeting. The
proposed budget was posted on the DPFP website on October 11, 2018 and submitted to the
City of Dallas for comment.

In accordance with the Budget Adoption Policy, time is allotted for member comment
specially addressing the proposed budget at this meeting.

The Chief Financial Officer will review any changes to the proposed budget from the first
reading.

Staff
Recommendation: Direct staff to reflect any proposed changes and present the amended budget to the Board for
consideration at the December 13, 2018 Board meeting.

Regular Board Meeting — Thursday, November 8, 2018
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DALLAS POLICE AND FIRE PENSION SYSTEM
PROPOSED BUDGET SUMMARY

FOR THE YEAR 2019
SECOND READING AT THE NOVEMBER 8, 2018 BOARD MEETING

Variances Variances
2019 2018 2019 2018
Prop. Bud. vs Budget Prop. Bud.vs  Proj. Act.
2019
2018 Projected  Proposed

Expense Type 2018 Budget Actual Budget $ % $ %
Administrative Expenses 5,367,639 4,775,511 5,811,377 443,738 8.3% 1,035,866 21.7%
Investment Expenses 19,147,000 17,113,517 16,854,000 (2,293,000) -12.0% (259,517) -1.5%
Professional Expenses 3,038,300 1,566,070 2,189,975 (848,325) -27.9% 623,905 39.8%

Total $ 27,552,939 $ 23,455,098 $ 24,855,352 $ (2,697,587) -9.8% $ 1,400,254 6.0%
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Dallas Police & Fire Pension System

Proposed Operating Budget

Calendar Year 2019

Description

Administrative Expenses

2018
Budget

2018
Projected
Actual*

2019
Proposed
Budget

$ Change

2019 Prop. Bud.

vs. 2018 Bud.

% Change
2019 Prop. Bud.
vs. 2018 Bud.

$ Change

2019 Prop. Bud. vs.
2018 Proj. Actual

% Change

2019 Prop. Bud. vs.
2018 Proj. Actual

Professional Services Expenses

32

Actuarial services

150,000

132,027

120,000

(30,000)

(20.0%)

(12,027)

1 [Salaries and benefits 3,722,945 3,024,636 3,831,889 108,944 2.9% 807,253 26.7%
2 |2018 Projected Actual 151,125 148,563 52,275 (98,850) (65.4%) (96,288) (64.8%)
3 |Memberships and dues 17,040 23,699 19,182 2,142 12.6% (4,517) (19.1%)
4 |Staff meetings 1,000 845 1,000 - 0.0% 155 18.3%
5 |Employee service recognition - 599 5,000 5,000 100.0% 4,401 734.7%
6 |Member educational programs 2,500 - 2,500 - 0.0% 2,500 100.0%
7 |Board meetings 10,100 3,351 7,600 (2,500) (24.8%) 4,249 126.8%
8 |Conference registration/materials - Board 14,900 2,910 14,900 - 0.0% 11,990 412.0%
9 |Travel - Board 32,600 - 32,620 20 0.1% 32,620 100.0%
10 |Conference/training registration/materials - Staff 27,050 3,176 37,500 10,450 38.6% 34,324 1080.7%
11 (Travel - Staff 47,000 12,444 37,500 (9,500) (20.2%) 25,056 201.4%
12 [Liability insurance 510,000 527,256 604,553 94,553 18.5% 77,297 14.7%
13 |Communications (phone/internet) 49,100 54,441 55,600 6,500 13.2% 1,159 2.1%
14 |Information technology projects 75,000 110,376 70,000 (5,000) (6.7%) (40,376) (36.6%)
15 |IT subscriptions/services/licenses 147,100 101,138 147,840 740 0.5% 46,702 46.2%
16 |IT software/hardware 17,000 10,884 17,000 - 0.0% 6,116 56.2%
17 |Building expenses 342,337 367,584 365,339 23,002 6.7% (2,245) (0.6%)
18 |Repairs and maintenance 110,092 80,375 108,249 (1,843) (1.7%) 27,874 34.7%
19 |Office supplies 30,500 31,034 33,100 2,600 8.5% 2,066 6.7%
20 |Leased equipment 24,500 23,820 23,900 (600) (2.4%) 80 0.3%
21 |Postage 25,800 15,537 27,000 1,200 4.7% 11,463 73.8%
22 |Printing 6,370 2,147 5,110 (1,260) (19.8%) 2,963 138.0%
23 |Subscriptions 2,020 521 2,140 120 5.9% 1,619 310.7%
24 |Records storage 1,560 1,307 1,320 (240) (15.4%) 13 1.0%
25 |Administrative contingency reserve - 1,242 12,000 12,000 100.0% 10,758 866.2%
26 |Depreciation Expense - 227,626 248,260 248,260 100.0% 20,634 9.1%
Investment Expenses
27 |Investment management fees 17,522,000 15,684,258 | 14,490,000 (3,032,000) (17.3%) (1,194,258) (7.6%)
28 |Investment consultant and reporting 505,000 282,515 430,000 (75,000) (14.9%) 147,485 52.2%
29 [Bank/security custodian services 260,000 237,424 240,000 (20,000) (7.7%) 2,576 1.1%
30 |Other portfolio operating expenses (legal, 860,000 909,320 | 1,694,000 834,000 97.0% 784,680 86.3%
valuation, tax)
31 [Investment Due Diligence - - 48,000 48,000 100.0% 48,000 100.0%

(9.1%)

40
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Dallas Police & Fire Pension System

Proposed Operating Budget
Calendar Year 2019

2018 2019 $ Change % Change $ Change % Change
Description 2018 Projected Proposed | 2019 Prop. Bud. | 2019 Prop. Bud. | 2019 Prop. Bud. vs. | 2019 Prop. Bud. vs.
Budget Actual* Budget vs. 2018 Bud. vs. 2018 Bud. 2018 Proj. Actual 2018 Proj. Actual
33 |Accounting services 59,000 59,000 59,000 - 0.0% - 0.0%
34 |Independent audit 152,500 150,000 180,000 27,500 18.0% 30,000 20.0%
35 |Legal fees 2,000,000 750,000 1,300,000 (700,000) (35.0%) 550,000 73.3%
36 |Legislative consultants 291,000 126,750 159,000 (132,000) (45.4%) 32,250 25.4%
37 |Public relations - - - - 100.0% - 100.0%
38 [Pension administration software & WMS 291,000 297,725 273,000 (18,000) (6.2%) (24,725) (8.3%)
39 [Business continuity 13,500 12,593 15,500 2,000 14.8% 2,907 23.1%
40 [Network security 33,000 7,872 15,000 (18,000) (54.5%) 7,128 90.5%
41 |Disability medical evaluations 30,000 7,583 29,000 (1,000) (3.3%) 21,417 282.4%
42 |Elections - - 15,000 15,000 100.0% 15,000 100.0%
43 |Miscellaneous professional services 18,300 22,520 24,475 6,175 33.7% 1,955 8.7%
Total Budget 27,552,939 23,455,098 | 24,855,352 (2,697,587) (9.8%) 1,400,254 6.0%
Less: Investment management fees 17,522,000 15,684,258 | 14,490,000 (3,032,000) (17.3%) (1,194,258) (7.6%)
Adjusted Budget Total 10,030,939 7,770,840 | 10,365,352 334,413 3.3% 2,594,512 33.4%

SUPPLEMENTAL BUDGET

| [Less: Allocation to Supplemental Plan Budget* 236,894 182,950 193,872 (43,022) (18.2%) 10,922

* Projected based on 8/31/18 YTD annualized
** Allocation to Supplemental is based on JPM allocation between accounts as of 8/31/18 of .78%

0.78% per JPM Unitization report as of 8/31/18

Page 1
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Significant Budget Changes - 201

2018 2018 2019 $ Change % Change $ Change % Change
Projected Proposed 2019 Prop. Bud. | 2019 Prop. Bud. 2019 Prop. Bud. 2019 Prop. Bud.
Item Budget Actual** Budget vs. 2018 Bud. vs. 2018 Bud. vs. 2018 Proj. Act. vs. 2018 Proj. Act. Explanation
INCREASES:
1 Other portfolio operating expenses (legal, valuation, 860,000 909,320 1,694,000 834,000 97.0% 784,680 86.3% Expected Iegal f’md advisory expenses for end of life
tax) fund resolution in 2019
iati - 0, 0,
2 |Depreciation Expense 227,626 248,260 248,260 100.0% 20,634 9.1% Depreciation has not previously been budgeted
3 |Salaries and benefits biected Actual | 3,024,636 | 3,831,889 108,944 2.9% 807,253 26.79| 7 ully staffed team - 5 or 6 additional employees, other
staff employed for full year
4 |Liability insurance 510,000 527,256 604,553 94,553 18.5% 77,297 2y [ IS0 YD D TGS, ES ] & e
experience for fiduciary coverage.
5 |Investment Due Diligence - - 48,000 48,000 100.0% 48,000 100.0%| Pue Diligence for new investment manager searches -
includes travel and database
6 |Independent audit 152,500 150,000 180,000 27,500 18.0% 30,000 20.0% " . )
Expect additional valuation review work for some funds.
7 |Building expenses 342,337 367,584 365,339 23,002 6.7% (2,245) -0.6% }lr:gfsased property taxes for fully leased third and fourth
il - - 0, 0,
8 |Elections 15,000 15,000 100.0% 15,000 100.0% Board elections due in 2019
9 |Administrative contingency reserve - 1,242 12,000 12,000 100.0% 10,758 866.2% .
Contingency reserve
10 |Conferencef/training registration/materials - Staff 27,050 3,176 37,500 10,450 38.6% 34,324 1080.7% . -
Returning to a more normal staff training schedule
11 |Post 7Y .89 . . . . .
ostage 25,800 15,537 27,000 1,200 47% 11,463 73.8% Primarily additional postage for board elections in 2019
Additional Email Filtering and VMWare Support services
12 |IT subscriptions/services/licenses 147,100 101,138 147,840 740 0.5% 46,702 46.2% |expected in 2019. Also, Network Monitoring is now
being included in the IT services account.
13 |Travel - Board 32,600 } 32,620 20 0.1% 32,620 100.0% Expelnse is flat against 2018 budget. More board travel
anticipated in 2019.
14 |Conference registration/materials - Board 14,900 2,910 14,900 B 0.0% 11,990 g |2 [ ik el AUE Buels, Vo e
conference attendance anticipated in 2019.
REDUCTIONS:
Change from 2018 budget and projected actual primarily
15 |Investment management fees 17,522,000 | 15,684,258 | 14,490,000 (3,032,000) -17.3% (1,194,258) -7.6%|due to the liquidation of GAA and gradual liquidation of
private market assets.
16 |Legal fees 2,000,000 750,000 | 1,300,000 (700,000) -35.0% 550,000 73.3% :;‘;rc‘,‘l'\;‘::d exfpeiE clelie (b g es as cesns ave
One fewer consultant forecasted in 2019. However, the
- legislature is in session in 2019 which will result in
17 |Legisl I -45.49 A4%|. :
egislative consultants 291,000 126,750 159,000 (132,000) 45.4% 32,250 25.4% increased fees as compared to YTD 2018 projected
actual.
18 |2018 Projected Actual 151,125 148,563 52,275 (98,850) -65.4% (96,288) -64.8% i’:“;'g'lpgate s Wise Gl sz i @ ill pan pesiione
19 |Investment consuitant and reporting 505,000 282,515 430,000 (75,000) -14.9% 147,485 52.2% gfp‘)”égg[‘f“"am firm hired in 2018 and lower fees are
20 |Actuarial services 150,000 132,027 120,000 (30,000) -20.0% (12,027) -l LESS [P SOl Wi 15 Eve gttt fliie [n12) Silaf
was passed and the changes have been implemented.
. _ . Reduction vs PY budget is due to reduced number of
21 |Bank/security custodian services 260,000 237,424 240,000 (20,000) -1.7% 2,576 1.1%|5ssets and accounts. Expect some increase from YTD
20018 level as manager searches are completed.
22 |Pension administration software & WMS 291,000 297,725 273,000 (18,000) 6.2% (24,725) 2L StSEE ) Sl iREes el ailE/pEis) s
the changes by HB 3158 have been implemented.
23 |Network security 33,000 7,872 15,000 (18,000) 54.5% 7,128 90.506| Change from 2018 budget due to Network Monitoring

services now being included in the IT services account.
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2018 2018 2019 $ Change % Change $ Change % Change
Projected Proposed 2019 Prop. Bud. | 2019 Prop. Bud. 2019 Prop. Bud. 2019 Prop. Bud.
Item Budget Actual** Budget vs. 2018 Bud. vs. 2018 Bud. vs. 2018 Proj. Act. vs. 2018 Proj. Act. Explanation

Expense down compared to 2018 budget. Expect to

24 |Travel - Staff 47,000 12,444 37,500 (9,500) -20.2% 25,056 201.4% (return to more normal staff training / travel schedule in
2019.

25 |Information technology projects 75,000 110,376 70,000 (5,000) -6.7% (40,376) -36.606| S0Me 2017 projects were completed in 2018. Expenses
are expected to return to the budgeted level.

26 |Repairs and maintenance 110,092 80,375 108,249 (1,843) 1.7% 27,874 34.7% ;g d‘;f:"e’;e""e’ IEppeliS [Eulied] [ D 200 G
Estimated 7 medical reviews, 3 recalls and 2 child

27 |Disability medical evaluations 30,000 7,583 29,000 (1,000) -3.3% 21,417 282.4% |disabilities. Number of reviews in 2018 was lower than

average.

** Projected based on 8/31/18 Prelim YTD annualized
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DALLAS POLICE AND FIRE PENSION SYSTEM
PROPOSED CAPITAL EXPENDITURES

FOR THE YEAR 2019
SECOND READING AT THE NOVEMBER 8, 2018 BOARD MEETING

Cash Amount

Expended in Expected Annual
Expenditure Purpose 2019 Life in Years Depreciation
NEW EXPENDITURES
IT Switches - Four Devices in a single stack  Improve Network Infrastructure speed for the virtualized devices $ 110,000 5 $ 22,000

2018 Projected Actual

EXISTING ASSETS

Building and Building Improvements $ 226,260
TOTALS $ 110,000 $ 248,260
Note:

City of Dallas depreciation schedule for all IT equipment is 5 years
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Pﬁ'é‘iéf\.“fts; DISCUSSION SHEET
ITEM #C5

Third Quarter 2018 Financial Statements

Discussion: The Chief Financial Officer will present the third quarter 2018 financial statements.

Regular Board Meeting — Thursday, November 8, 2018
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Change in Net Fiduciary Position
December 31, 2017 — September 30, 2018

$2,250,000
$150,860
$2,200,000 ($223,673)
($5,910)
$2,150,000 $35,887
$7,475
I
$2,100,000
(54,170)
$2,050,000
INVESTMENTS RELATED BENEFITS & OPERATIONS RELATED
52,121,151 $37.45M ($76.98)
$2,081,619
$2,000,000
$1,950,000 T T T T T T T
12/31/17 Net Appreciation Investment Investment Benefit Monthly Benefit, Professional & 9/30/18 Net
Position (Depreciation) in Income Expense Contributions  Refund & DROP Admin. Exp., net Position
FV of Installment  of Other Income
Investments Payments

Components may not sum exactly due to rounding.
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DALLAS POLICE & FIRE PENSION SYSTEM

Combined Statements of Fiduciary Net Position

9/30/2018 12/31/17
(unaudited) Audited
Assets
Investments, at fair value
Short-term investments $ 30,785,135 $ 24,132,673
Fixed income securities 527,290,806 328,013,649
Equity securities 496,211,086 470,081,008
Real assets 705,017,674 801,206,306
Private equity 252,156,678 222,106,207
Alternative investments - 144,926,992
Forward currency contracts (78,848) 135,273
Total investments 2,011,382,531 1,990,602,108
Invested securities lending collateral 15,917,633 12,152,708
Receivables
City 5,004,481 2,026,827
Members 1,576,512 643,145
Interest and dividends 4,350,809 2,949,258
Investment sales proceeds 35,231,208 28,393,783
Other receivables 236,196 616,051
Total receivables 46,399,205 34,629,064
Cash and cash equivalents 49,935,865 118,586,970
Prepaid expenses 516,523 435,431
Capital assets, net 12,545,508 12,715,204
Total assets 2,136,697,264 2,169,121,485
Liabilities
Payables
Securities purchased 15,917,633 12,152,708
Securities lending obligations 35,447,321 31,410,927
Accounts payable and other accrued liabilities 3,713,046 4,407,226
Total liabilities 55,078,000 47,970,861
Net position
Net investment in capital assets 12,545,508 12,715,204
Unrestricted 2,069,073,756 2,108,435,420
Net position held in trust - restricted for
position benefits $ 2,081,619,265 $ 2,121,150,623
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DALLAS POLICE & FIRE PENSION SYSTEM
Combined Statements of Changes in Fiduciary Net Position

Contributions
City
Members
Investments, at fair value

Investment income
Net appreciation (depreciation) in fair value of investments
Interest and dividends

Total gross investment income

less: investment expense

Net investment income

Securities lending income
Securities lending income
Securities lending expense

Net securities lending income

Other income
Total additions
Deductions
Benefits paid to members
Refunds to members
Interest expense
Professional and administrative expenses
Total deductions

Net decrease in net position

Beginning of period
End of period

48

9 Months Ended

9 Months Ended

09/30/2018 09/30/2017
(unaudited) (unaudited)
$ 113,656,373 $ 91,254,840
$ 37,203,175 $ 20,881,704
150,859,548 112,136,544
7,474,805 59,802,352
35,843,542 20,590,071
43,318,347 80,392,423
(5,910,335) (5,953,622)
37,408,012 74,438,800
218,483 145,083
(174,807) (66,057)
43,676 79,026
390,933 1,856,377
188,702,170 188,510,747
221,752,256 217,694,352
1,920,647 2,750,720
- 1,290,356
4,560,625 7,569,931
228,233,528 229,305,359
(39,531,359) (40,794,612)
2,121,150,623 2,168,332,130
$ 2,081,619,265 $ 2,127,537,518
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j Polick & rini (B) DISCUSSION SHEET
ITEM #C6

Trustee Absences at October 10, 2018 Board Meeting

Discussion: Because of the short notice in moving the October Board meeting from October 11 to October
10, the Chairman is recommending that the all Trustee absences at the October Board meeting
be considered excused absences under the Board of Trustees Governance and Conduct Policy.

Chairman’s
Recommendation: All Trustee absences at the October 10, 2018 Board meeting be deemed to be excused absences
for all purposes.

Regular Board Meeting — Thursday, November 8, 2018
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j Polick & rini (B) DISCUSSION SHEET
ITEM #C7

Topic: 401(a) Money Purchase Plan and 457(b) Deferred Compensation Plan

Discussion: DPFP maintains for employees of DPFP a mandatory 401(a) money purchase plan and 457(b)
voluntary deferred compensation plan. Each plan is administered by the Executive Director.
The Board is the ultimate fiduciary with respect to each plan.

Recommendation: Appoint a committee, chaired by the Executive Director and consisting of all DPFP
executives, which is authorized to adopt rules with respect to each plan for meeting
periodically to review the plans and their offerings and fees using the Government Finance
Officer Association’s relevant Best Practices documents for guidance and to report annually
to the Board with respect to each plan.

Regular Board Meeting — Thursday, November 8, 2018
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Defined Contribution Plan Fiduciary Responsibility

Government Finance Officers Association

BEST PRACTICE

Defined Contribution Plan Fiduciary
Responsibility

BACKGROUND:

Many governments offer defined contribution (DC) retirement plans as a supplement to a defined
benefit plan (DB) or, in some cases, the sole employee retirement plan. DC plans and hybrid plans,

which have features of both DB and DC plans, have become increasingly prevalent since 2008."

DC plan administrative structures vary significantly among governmental entities. However,
regardless of the structure, all governing fiduciaries set strategy and policy, determine decision-
making authority, and delegate day-to-day management of the plan. Making sure roles and
responsibilities are clearly structured and consistently and fairly enforced not only promotes good
governance but also provides legal protections for both plan fiduciaries and plan participants.
Individuals and groups charged with plan oversight must use prudent management to act exclusively
in the best interest of all plan participants and beneficiaries.

Administrators of DC plans have fiduciary duties that can be divided into three categories:2

1. Duty of loyalty — the obligation to act for the exclusive benefit of the plan participants and
beneficiaries. Fiduciaries must put the interest of all plan participants and beneficiaries above
their own interests or those of any third parties, including the employer. Fiduciaries do not
represent a specific constituency or interest group.

2. Duty of care — the responsibility to administer the plan efficiently and properly. This includes
evaluating the ongoing appropriateness of investment options and ensuring the plan operates
in compliance, as well as seeing that the plan operates in compliance with the plan document,
trust agreements, and any other rules and guidelines.

3. Duty of prudence — the obligation to act prudently in exercising power or discretion over the

interests that are subject to the fiduciary relationship. A fiduciary should act as a reasonable

or prudent person would act in a similar situation or in conducting his or her own affairs.3

RECOMMENDATION:

The Government Finance Officers Association recommends that sponsoring entities provide a clear
and well-documented governance structure to guide plan administrators. To provide sound fiduciary
guidance, sponsoring entities, governing bodies, and plan administrators should:

1. Clearly delineate the governance responsibilities of the parties charged with plan
administration in the appropriate plan and trust documents. Fiduciaries are responsible for
following the terms of the plan documents.

2. Require fiduciary training for all those who have fiduciary responsibilities. Plan documentation
should also include acknowledgement that fiduciaries understand their roles, along with

http://www.gfoa.org/print/5030 1/4
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10/29/2018 Defined Contribution Plan Fiduciary Responsibility

evidence of initial and ongoing fiduciary training.4

3. Document the decision-making process, keep plan documents current, and ensure that they
reflect the substantive plan. Administrative actions and interpretations that accumulate over
time should be formally documented and incorporated in any plan summaries and, when
appropriate, in the plan document. Doing so will help avoid legal issues regarding variations
between the substantive plan and the official plan documents.

4. Communicate no less than annually with service providers to identify plan objectives, goals,
and performance standards.

5. Provide participants with a summary plan description, a document that describes plan
benefits and the plan’s significant features.® Fiduciaries should also:

1. Conduct periodic educational sessions to review the summary plan description.

2. Answer participants’ questions and make participants aware of their rights and
responsibilities to direct their investments by providing them with information,
investment advice, and education.

3. Review the summary plan description and other documents carefully to avoid
conferring legally binding rights and benefits that the plan sponsor did not intend and
that are not included in the official plan documents.

6. Maintain any information necessary for legal and tax compliance (e.g., labor contracts,
Internal Revenue Service determination letters) and in accordance with state and local
privacy laws (e.g., participant and beneficiary names; dates such as hire dates; any other
information specified in the plan description). Seek qualified professional guidance from the
plan record keeper and counsel to ensure that the plan documents reflect current legal and
regulatory requirements.

7. Develop and maintain comprehensive policies and procedures via ongoing review processes.
Review the policies at least every three years, and update as needed. The policies should
include:

1. Current plan documents; Internal Revenue Service determination letters,
administrative interpretations and decisions; policies, guidelines, and procedures
regarding governance, administration, accounting, budgeting, and financial reporting;
and legal compliance and reporting documents.

2. Professional and technical training of fiduciaries and administrative management and
staff, particularly in the areas of governance and fiduciary duties and responsibilities;
plan compliance and legal issues; and best practices in plan administration and all
relevant areas of responsibility.

3. Due diligence for continued financial stability of the DC service providers.

8. Implement procedures to control administrative and investment costs: 6

1. Understand all costs associated with the plan, who bears the burden of the costs, and
what services can be contracted by the plan within the parameters of what is
allowable.

2. Periodically review contracted services and investment services to make sure the
services being purchased are reasonably priced, including but not limited to plan
administrator platform.

3. Develop comprehensive procedures for evaluating investment options for plan
participants that include both qualitative and quantitative factors. The array of plan
investment options should provide adequate opportunity for diversification.”

4. Monitor the plan record keeper at reasonable intervals to evaluate the accuracy and
sufficiency of communications to participants, and require periodic reports from the
record keeper regarding trends in participant transactions (e.g., new enroliments,
investment allocations, types and frequency of distributions). Evaluate performance by

http://www.gfoa.org/print/5030 2/4
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Defined Contribution Plan Fiduciary Responsibility

periodically reviewing the record keeper’s policies and practices, as well as a sampling
of individual transactions. Follow up on participant comments and complaints.

Ensure that the contributions due to the plan are collected, distributed according to participant
allocations, and invested in a timely manner according to laws, regulations, and contractual
obligations.

Notes:

1. See Defined Contribution Plans in the Public Sector: An Update, Center for State and Local
Government Excellence, April 2014.

2. See GFOA Best Practice, Governance of Public Employee Postretirement Benefits Systems.

3. A measure contained in section 404(a)(1)(B) of the Employee Retirement Income Security Act
(ERISA) that requires the fiduciary of a defined contribution retirement plan to use “care, skill,
prudence and diligence,” and to act in the same way that someone “familiar with such
matters” would act. The “familiar with such matters” language has been interpreted to mean
“expert.” This language creates an important distinction from the earlier prudent person
guideline in that it holds fiduciaries to a stricter standard. Public plan administrators should
also be aware that ERISA rules provide helpful guidance and best practice, and may actually
be binding in certain states. (Fiduciary Responsibility Series, TIAA-CREF.)

4. TIAA-CREF.

5. See GFOA Best Practice, Preparing an Effective Summary Plan Description.

6. For more information, see Meeting Your Fiduciary Responsibilities, United States Department
of Labor. (This document provides a number of important tips and information on fiduciary
duties. It is intended for plans that are regulated by ERISA, which does not apply to most
governmental plans, but public plan laws are modeled after ERISA, and public plan trustees
generally look to ERISA for guidance, as it provides a model for best practices.)

7. For more information, see the following GFOA Best Practices: Monitoring and Disclosure of
Fees for Defined Contribution Plans, Asset Allocation for Defined Contribution Plans, and
Public Employee Retirement System Investments.

References:

An Elected Official’s Guide to Public Retirement Plans, Cathie Eitelberg (Chicago: Government
Finance Officers Association, 1997).

An Elected Official’s Guide to Defined Benefit and Defined Contribution Retirement Plans, Nicholas
Greifer (Chicago: Government Finance Officers Association, 1999).

National Association of State Retirement Administrators (NASRA) Resolution 1999-06 - Code of
Ethics.

International City County Management Association Code of Ethics.

GFOA Best Practice, Participant Education Guidance for Defined Contribution Plans
GFOA Best Practice, Public Employee Retirement System Investments.

GFOA Best Practice, Governance of Public Employee Postretirement Benefits Systems.
GFOA Best Practice, Monitoring and Disclosure of Fees for Defined Contribution Plans.

GFOA Best Practice, Asset Allocation for Defined Contribution Plans.
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Asset Allocation for Defined Contribution Plans

Government Finance Officers Association

BEST PRACTICE

Asset Allocation for Defined
Contribution Plans

BACKGROUND:

Defined contribution (DC) plans, including supplemental plans, are an important financial element of
public-sector retirement that help participants attain their retirement goals. Plan sponsors have a
responsibility to understand structure, costs, and fees of the plan.

A large and increasing number of state and local governments provide some form of a defined
contribution retirement plan for their employees, in most cases a voluntary deferred compensation
arrangement under Section 457 or Section 403(b) of the Internal Revenue Code. These
arrangements may be in addition to, or in lieu of, a traditional defined benefit pension plan. Under
most defined contribution plan arrangements, the participating employees self-direct investment of
the funds credited to their individual accounts from a menu of investment options selected, or
offered, by their employers.

RECOMMENDATION:

GFOA recommends that public employers as plan sponsors work actively with the plan
administrators to provide investment options and education to help employees who participate in
defined contribution plans attain their income replacement goals in retirement. (See the GFOA'’s Best
Practice on Participant Education - Guidance for Defined Contribution Plans.) To accomplish these
objectives, the following practices are suggested:

1. To provide adequate diversification, plan administrators should ensure participants are offered
a broad spectrum of investment choices that include all the major asset classes (e.g.,
equities, fixed income, and cash equivalents). The investment choices should include several
passively managed investment options such as low-fee index funds. Another option is a

family of asset allocation funds." In addition to mutual funds, plan administrators should
consider lower-cost commingled funds and separate account funds as investment options.
For more information, see the GFOA Best Practice, Investment Policies for Deferred
Compensation Plans and the accompanying Investment Policy Checklist for Assets in a
Deferred Compensation Plan.

2. The investments provided should be screened for sales charges, fees, and expenses; the age
and size of the fund; the fund’s past performance; the fund’s risks, turnover rate, and volatility;
and recent changes in the fund’s operations, including changes in fund managers. When
choosing investment options, keep in mind that too many investment options can confuse
participants and even reduce participation in DC plans.

3. The investment structure should be broad enough for proper diversification, and also to
accommodate participants’ varying levels of risk tolerance. Investment choices should also

http://www.gfoa.org/print/526 1/2
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10/29/2018 Asset Allocation for Defined Contribution Plans

accommodate the needs of different age groups and retirement goals, taking into account
participants’ preferences regarding an income stream throughout retirement, lump sum
distributions, and the desire to leave money to heirs.

4. The plan sponsor should make asset allocation tools, including software, literature, or
consulting services, available to participants. Access to personal financial planning services
should be offered as part of the investment program, and any additional fund fees or
expenses required for these products should also be disclosed. See the GFOA™s Best
Practice on Monitoring and Disclosure of Fees for Defined Contribution (DC) Plans.

5. Record keepers should provide participants and plan sponsors with quarterly summaries of
their investment portfolios by asset class and with benchmark comparisons. Where possible,
graphs with comparative information should be included.

6. Participants should be regularly reminded of their potential need to review and update their
asset allocations as they age or experience various life events. For example, a reminder
might be issued to participants as they cross certain age levels or change employment status.

Notes:

1 Asset allocation funds are mutual funds that provide investors with a pre-mixed portfolio of
securities from the three main asset classes. The main types of asset allocation funds are balanced
funds, which usually have a mix of stocks and bonds; life cycle or target date funds, which contain a
mix of stocks, bonds, and cash, that start out with a more aggressive mix of investments and
gradually become more conservative as the investor ages or nears retirement; and life-style funds,
which are actively managed in response to market conditions. Key considerations when choosing a
provider for these funds are the evolution of the fund’s investment strategy over time; the pros and
cons of indexing versus active management; the choice between packaged and customized
offerings; the impact of these funds on participant portfolios and adoption; and potential biases
toward proprietary products.

References:

e Planning and Establishing Preretirement Education Programs, David Amick, Ann Risdon, and
Sheryl Wilson, GFOA, 1994.

e A Public Employee’s Guide to Retirement Planning, Kathleen Jenks Harm, GFOA, 1995.

¢ “Public Employees are Educable Investors,” Pension and Benefits Update, July/August 1998.

» An Elected Official’s Guide to Defined Benefit and Defined Contribution Retirement Plans,
Nicholas Greifer, GFOA, 1999.

* GFOA Best Practice, Investment Policies Governing Assets in a Deferred Compensation
Plan, 2004.

¢ GFOA Checklist, Investment Policy Checklist for Assets in a Deferred Compensation Plan.

» Evaluating and implementing target-date portfolios: Four key considerations, Vanguard
Investment Counseling & Research, March 2008.

¢ GFOA'’s Best Practice, Monitoring and Disclosure of Fees for Defined Contribution (DC)
Plans.

* GFOA Best Practice, Participant Education - Guidance for Defined Contribution Plans, 2009.

203 N. LaSalle Street - Suite 2700 | Chicago, IL 60601-1210 | Phone: (312) 977-9700 - Fax: (312) 977-4806

http://www.gfoa.org/print/526 2/2

56



10/29/2018

2018 11 08 Board Meeting - REGULAR AGENDA 2018 11 08

Monitoring and Disclosure of Fees for Defined Contribution Plans

Government Finance Officers Association

BEST PRACTICE

Monitoring and Disclosure of Fees
for Defined Contribution Plans

BACKGROUND:

In carrying out their responsibilities as fiduciaries, sponsors of state and local government defined
contribution (DC) plans make decisions in the best interests of plan participants and beneficiaries. In
making these fiduciary decisions, plan sponsors need to understand all the fees and expenses that
are charged to the plan and to participants, and ensure that these costs are reasonable. Plan
sponsors also need to give participants adequate and accurate information about the fees and
expenses that affect their account balances.

The fees paid by public and private DC plans have been the focus of congressional, regulatory, and
public scrutiny. In particular, the U.S. Department of Labor (DOL) has issued rules under the
Employee Retirement Income Security Act (ERISA) about the disclosure and transparency of fees
charged to DC plans and participants.1 And while the ERISA rules are not binding in the public
sector, they may provide guidance for best practices. GFOA members are encouraged to review the
DOL’s rules on fees and disclosures when developing these practices, as well as the following
recommendations below.

RECOMMENDATION:

GFOA recommends that plan sponsors make sure that DC plan costs are reasonable and
appropriate, compared with plans of similar size, structure, and service levels, and that they provide
plan participants with meaningful and accessible information about fees and expenses. These
policies and practices should ensure that plan sponsors:

1. Thoroughly review and document the process used in selecting DC plan service providers
and the types of fees charged.
1. Require service providers to disclose:

1. All compensation arrangements, both direct and indirect, for themselves, their
affiliates, and/or subcontractors.2 Require the service provider to fully disclose
such arrangements on plan websites and in plan documents and investment
materials sent to participants.

2. Fee-related disclosures should include:

1. Investment fees, which include fees associated with management of the
plan’s investments.

2. Plan administration fees (including fees for record keeping,
communications, education, and the plan’s professional advisors).

3. Transactional fees, which include expenses charged against a
participant’s or beneficiary’s individual account (such as loans,

http://www.gfoa.org/print/543
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annuities, brokerage accounts, qualified domestic relations orders, front
or back-end loads or sales charges, and redemption fees).

2. Service providers, especially providers that are experienced with ERISA plans, can
help with developing disclosure policies and procedures. Plan sponsors might also
want to reconsider a relationship with a provider that refuses to provide disclosures or
to assist with disclosure policies and practices.

3. Reevaluate fee disclosure practices regularly to assure compliance with applicable
state and federal regulatory requirements and best practices.

2. Review and verify actual fees at least once a year to make sure the provider is not
overcharging.

1. Consider issuing a request for proposal (RFP) to ensure the plan is getting competitive
fees.

2. Consider using an independent consultant to review and report on the reasonableness
of the service provider’s fees. Independent benchmark studies provide one way to
evaluate fees.

3. Monitor plan service providers for potential conflicts of interest at least once a year, or
when there is a material changes in circumstances (such as a merger). Plan sponsors
might also want to request an affidavit from the service provider that affirms there are
no conflicts of interest or reveals any actual or potential conflicts.

3. Provide plan participants with meaningful and accessible information about fees and
expenses at least once a year, along with other information participants need to make sound
investment decisions.

1. Fee-related information, including the role fees play in investment returns, should be
disclosed and communicated in a way that non-investment personnel can understand.
One way to provide this information is to send individual participants annual
statements with personalized fee disclosures.

2. Include whatever additional disclosures participants will need to evaluate the
investment products offered:

1. Past investment performance.
2. Risk and investment objectives.
3. Appropriate fee benchmarks for each investment category (domestic bonds,

domestic large cap equities, emerging markets, etc.).

4. A glossary of terms.3

3. Provide information on Web sites for easy access.

4. Communicate fee information when participants enroll in the plan and inform them
annually about how they can receive updated information.

5. Review the effectiveness of these communications regularly, perhaps using an outside
consultant.

Notes:

1 See U.S. Department of Labor's Final Rule to Improve Transparency of Fees and Expenses to
Workers in 401(k)-type Retirement Plans at http://www.gpo.gov/fdsys/pkg/FR-2010-10-20/pdf/2010-
25725.pdf, and the U.S. Department of Labor’s Final Regulation to Service Provider Disclosures
Under Section 408 (b)(2) at http://webapps.dol.gov/FederalRegister/PdfDisplay.aspx?Docld=25781.

2 Direct compensation is compensation received from the plan sponsor or paid directly from the

participants’ accounts. Indirect compensation comes from any source other than the plan sponsor,
participants’ accounts, or the service provider’s affiliate or subcontractor.
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3 The Pension Protection Act of 2006 requires quarterly benefit statements to include a notice
directing participants to a U.S. Department of Labor website on individual investing and
diversification (http://www.dol.gov/ebsalinvesting.html ).

References:

¢ U.S. Department of Labor Fact Sheet, Final Rule to Improve Transparency of Fees and

Expenses to Workers in 401(k)-Type Retirement Plans, February 2012
(http://www.dol.gov/ebsa/newsroom/fsparticipantfeerule.html).

» U.S. Department of Labor Fact Sheet, Final Regulation Relating to Service Provider

Disclosures Under Section 408(b) (2), February 2012
(http://www.dol.gov/ebsa/newsroom/fs408b2finalreg.html).

« Mindy L. Harris, President, National Association of Government Defined Contribution

Administrators, Testimony before the House Ways and Means Committee, Hearing on the
Appropriateness of Retirement Plan Fees, October 30, 2007.

e A Primer on Plan Fees, American Bankers Association, et al, October 18, 2007.
* Defined Contribution Fee Disclosure Best Practices, The Committee on Investment of

Employee Benefit Assets, Association for Financial Professionals, June 2007.

e Scrutinizing DC Plan Fees and Expenses for Transparency, Awareness and Disclosure, The

Segal Company, May 2007.
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Government Finance Officers Association

BEST PRACTICE

Participant Education Guidance for
Defined Contribution Plans

BACKGROUND:

Under a typical defined contribution plan arrangement, participating employees are responsible for
choosing their investments from a menu of investment options offered by their plan sponsors, and for
managing those investments through retirement. Plan sponsors have a responsibility to ensure that
employees who participate in sponsored defined contribution plans have the information they need
to make informed decisions about their participation and about their plan investments, based on their
retirement goals.

RECOMMENDATION:

GFOA recommends that public plan sponsors make sure high-quality investment education is
provided to defined contribution plan participants who are allowed to direct their investments. To
accomplish this goal:

1. The plan should provide a consistent, ongoing educational program that uses a number of
communication channels to address participants’ different career stages and learning styles.
Channels could include one-on-one meetings, seminars, phone calls, the Internet (e.g., Web
sites, podcasts, webcasts), postcards, letters, and newsletters.

2. Educational content and presentation should assist participants with decision making.
Financial jargon should be avoided and acronyms should be defined.

3. Where applicable, the educational program should include information on plan design
elements such as matching employer contributions, automatic enrollment, default investment
options, investment advice, distribution options in retirement, loan provisions, disability and
survivor coverage, and participant eligibility for Social Security.

4. The educational program should illustrate the value of financial planning in setting and
achieving investment objectives, the significant impact of asset allocation on investment
returns over time, and the role of diversification in enhancing risk-adjusted investment returns
over time. (See the GFOA"s Best Practice on Asset Allocation for Defined Contribution.)

5. Participants should be encouraged to consider their time horizon, investment objectives, and
risk profile when making investment decisions. Participants should be given access to
professional advice and financial planning tools that will help them assess this information, as
well as prospective investment outcomes and income needs in retirement, and help them
choose appropriate investments and retirement distribution schedules.

6. Participants should be informed about the risk exposure and historical investment returns of
each investment option. They should also be told that, in general, investments that have the
highest potential returns also have the highest potential for losses.
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7. To mitigate potential liability, plan sponsors should not recommend specific investments to
participants.

8. All fees associated with each investment option, and with the plan generally, should be fully
disclosed in terms that participants can readily understand. (See the GFOA"s Best Practice
on Monitoring and Disclosure of Fees in Defined Contribution Plans.)

9. Where possible, plan sponsors should make use of the educational resources and capabilities
offered by their investment provider, or by a qualified retirement plan consultant.

10. Plan sponsors should encourage eligible employees to participate in the plan by providing
them with information about the benefits of participation.

11. At enroliment, all participants should receive a summary description of plan features, policies,
and procedures. Subsequent changes should be communicated to participants on a timely
basis and incorporated into the summary plan description.

12. Account statements should be made available to participants on a regular basis, preferably
quarterly. These statements have an educational aspect, by providing clear and concise
investment information. For each investment, statements should include a clear presentation
of performance over multiple time periods, with appropriate benchmark comparisons.

13. Plan sponsors should regularly measure participants’ satisfaction with the plan’s educational
program and make program adjustments as indicated.

References:

 Participant Education: Actions and Outcomes, Deborah Milne, Employee Benefit Research
Institute, 1ssue Brief, No. 169, Jan. 1996.

» An Elected Officials Guide to Defined Benefit and Defined Contribution Retirement Plans,
Nicholas Greifer, Government Finance Officers Association, 1999.

» Defined Benefit and Defined Contribution Plans: A History, Market Overview and Comparative
Analysis, Stephen P. McCourt, International Foundation of Employee Benefit Plans, February
2006.

¢ GFOA Best Practice: Design Elements of Defined Contribution Plans as the Primary
Retirement Plan, 2008.

* GFOA Best Practice, Monitoring and Disclosure of Fees in Defined Contribution Plans, 2008.

* GFOA Best Practice, Asset Allocation - Guidance for Defined Contribution, 2009.

* TIAA-CREF Institute, articles and information available at http://www.tiaa-crefinstitute.org.
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j Polick & rini (B) DISCUSSION SHEET
ITEM #C8

Required Training Manual Delivery

Discussion: Section 3.013(c) of Article 6243a-1 requires the Executive Director to deliver a training
manual covering certain subject areas set forth in Section 3.013(b). The Executive Director
will provide an overview of the contents and answer any questions concerning the training
manual.

Recommendation: Acknowledge receipt by each Trustee of the training manual by signing and submitting the
Trustee acknowledgment form.

Regular Board Meeting — Thursday, November 8, 2018
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S ITEM #C9

Topic: Internal Controls Review

Discussion: The Chief Financial Officer will present a brief overview of internal controls in place at DPFP
and her assessment of the appropriateness of the controls for DPFP.

Regular Board Meeting — Thursday, November 8, 2018
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INnternal Conitrols

Overview

DALLAS POLICE AND FIRE PENSION SYSTEM
NOVEMBER 8, 2018
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Primary Objectives

Accurate financial information
Compliance with policies and procedures
Efficient use of resources
Accomplishment of goals and objectives

Safeguarding of assets
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Conftrol Environment

The control environment sets the tone of an organization,
influencing the control consciousness of its people. It is the
foundation for all other components of infernal control, providing
discipline and structure. Control environment factors include the
integrity, ethical values and competence of the entity's people;
management's philosophy and operating style; the way
management assigns authority and responsibility, and organizes

and develops its people; and the attention and direction provided
by the board.

-COSO Integrated Framework Executive Summary
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Management's Role

» Create the control environment
» Assess risk
» Develop processes and procedures
» Approvals
» Authorizations
» Segregation of duties
» Reconciliations
» Security of assets
» Monitor compliance
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Board’s Role

» Provide independent oversight of infernal controls

» Provide a forum, separate from management, in which auditors can
candidly discuss concerns

» Help ensure that management develops and adheres to a sound
system of internal controls and that the auditors objectively report
on any findings
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Auditors’ Role

Report directly to the Board (or Audit Committee)
» Communicate risk assessment to the Board

» Communicate corrected and uncorrected audit differences to the
Board

Report to Board of any lack of cooperation of management during
the audit

Audit opinion does not cover internal controls, however, any
significant deficiencies or material weaknesses in internal control are
reported to the Board in writing
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Key Conftrol Considerations Addressed by DPFP

>
>
>
>
>
>
>
>
>
>
>

Culture of accountability and transparency

Frequency/content of investment and financial reporting to Board
Function of Professional Services Committee of the Board
Transparency in budget process

Accuracy of payments and reporting to members

Valuation of private assets

Segregation of duties related to cash disbursements

Layers of review, also considering reduction in headcount
Accuracy of changes to member information

Documentation of Benefits related policies and processes

Account reconciliations
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Questions?
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S ITEM #C10

Topic: Reconsideration of Board Motion regarding transmittal of CAFR to City of Dallas

Discussion: The Chairman has requested the Board reconsider its motion to authorize him to prepare a
letter to the City of Dallas transmitting the 2017 CAFR.

Regular Board Meeting — Thursday, November 8, 2018
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1

EP&'SE%!!?E DISCUSSION SHEET

ITEM #C11

Board approval of Trustee education and travel

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

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

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

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

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

Regular Board Meeting — Thursday, November 8, 2018
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. Conference:

Dates:
Location:
Est. Cost:

. Conference:

Dates:
Location:
Est. Cost:

. Conference:

Dates:
Location:
Est. Cost:

. Conference:

Dates:
Location:
Est. Cost:

ATTENDING APPROVED

Annual National Pension & Institutional Investment Summit
November 13-14, 2018

Dallas, TX

None

NCPERS Legislative Conference
January 27-29, 2019

Washington, DC

TBD

TEXPERS Annual Conference
April 7-10, 2019

Austin, TX

TBD

NCPERS Accredited Fiduciary Program
May 18-19, 2019

Austin, TX

TBD

Page 1 of 2
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5. Conference: NCPERS Annual Conference
Dates: May 19-22, 2019
Location: Austin, TX
Est. Cost: $1,500

6. Conference: TEXPERS Summer Educational Forum
Dates: August 11-13, 2019
Location: El Paso, TX
Est. Cost: TBD

Page 2 of 2
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ps< PENSION SYSTEM

‘;”Poucﬁ&f\uus DISCUSSION SHEET
ITEM #C12

Topic:

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

Discussion: Conference: IFEBP New Trustee Institute Level 1
Dates: October 13-16, 2018
Location: New Orleans, LA

Regular Board Meeting — Thursday, November 8, 2018
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?Pﬁ'fi‘i élf‘l,.fﬁ DISCUSSION SHEET
ITEM #C13

Closed Session - Board serving as Medical Committee

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

Disability application

Discussion: Staff will present an application for On-Duty disability pension for consideration by the Board
in accordance with Section 6.03 of the Plan. Documentation will be available at the meeting.

Regular Board Meeting — Thursday, November 8, 2018
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j Polick & rini (B) DISCUSSION SHEET
ITEM #C14

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 Open Records litigation with the Texas
Attorney General 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.

Regular Board Meeting — Thursday, November 8, 2018
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?Pﬁ'fi‘i élf‘l,.fﬁ DISCUSSION SHEET
ITEM #C15

Performance Input to the Executive Director regarding the General Counsel

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

Discussion: The Board will provide input to the Executive Director regarding the General Counsel.

Regular Board Meeting — Thursday, November 8, 2018
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?Pﬁ'fi‘i élf‘l,.fﬁ DISCUSSION SHEET
ITEM #C16

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.

Discussion: The Board will meet with the Executive Director to review performance and provide
recommendations concerning yearly objectives, goals, and performance.

Regular Board Meeting — Thursday, November 8, 2018
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L

PNE'I%E‘E’,!‘.”.?{; DISCUSSION SHEET

ITEM #D1

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

Discussion: This is a Board-approved open forum for active members and pensioners to address their
concerns to the Board and staff.

Regular Board Meeting — Thursday, November 8, 2018
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#%. D s
% f&k‘f&&%ﬁllt‘h DISCUSSION SHEET

ITEM #D2

Executive Director’s report

Associations’ newsletters
e NCPERS Monitor (October 2018)
e NCPERS PERSist (Fall 2018)

Discussion: The Executive Director will brief the Board regarding the above information.

Regular Board Meeting — Thursday, November 8, 2018
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