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2013 AT - A - GLANCE
(unaudited)

(dollars in thousands)

Active Members
Benefit Recipients
Inactive Members
Fund Net Position
Benefits Paids
Refunds

Member Contributions
City Contributions

Investment Rate of Return

6,993
6,447
1,052
3,332,360
216,988
4,405
41,730
37,823

16.90%

The Employees’ Retirement Fund provides retirement, disability, and death benefits to permanent civilian employees of the City of Dallas.
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Employecs” Retremnent Fund
60{ North Pear 5, Suite 2450
Dalas, Texms 75711

Dear Board Members:

L]
—

@ @
S,
Employees’ Retirement Fund
| of the City of DALLAS | ¢

LETTER OF TRANSMITTAL

2.013 Comprehensive Annual Financial Report

The comprehensive annual imandal report {CARR) of the Employees” Reirement Fund {ERF) for
the fiscal year ended December 31, 2013 is submitted herewith. Our mission is ta provde
retrement benefits and supenar senvire 1 advance the finandal security af aur members.
Resporsabiity Tor bath the accuracy af the data and the completeness and faamess of the
presentatian rests with me and the siaft of ERF.

Beeorl Contenis

This CAFR s diveded o fe sEChions:

Section One — Iintroiuchiny Section, omians the adminstrative aFanization, a letier af

transmitial, and the Plan Summary.

Section Two - Finamdal Section oniains the repant of the Independent Audiars, the
financal statements of BRF and certamn required supplementary informatian

Section Thaee - lewesimnent Section [oMians a repart an Fwesiment activity, vestment
pclicies, mvesiment results, and varows irvestment schedules.
Section Fowr - Actuarial Section whirh monians an Acuary's Certifeation Letter and the
results of the annual achuaral vakaton.
Secticmn Five - Sintistical Section indudes sipnilcant data periaining ta BRF

1 trust that you and the members of BRF wil find ths CAFR belpful i understanding your

retrement plan.
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Plan Dverdew

ERF was established by ordiname m November 1943 and became effective in Janoary 1944
after rAdiaton by the wiers of the City of Dales.  EAF 5 a single-emplkayer defined benefit
pension Man spansared by the City af Dallas (the "Ciy™), and 1 proviades retrement, disabiliny
arnd death benefis 1o s members.  All employess of the Gty are members exaept police
affiers, fire fiphters, sefded officers, nan-Akared appoindes members af adminstratne
boarmds or ommissans, part-ime employess working less than one-half e, temypHany
employees, individuals working under oniract, and ndividuals whose salaries ane paid n part
bry anather povernment apency. Members are entitled ta reirement benefis at the date of
dliFhiity far retfrement after fae years of sene oF 1 survivar benefits after two years af
SErVice.

InEsiments

The Board of Trustees aversees EAF's portiolio, manapers, and perfamance. | alsa reviews
dnd approwves paiendial Ivesimeni DpEcrriunites, with input from the Twesiment orsuiant
and staft. The Board folknws the “prudent persan rule”™ which siates that fiducdanes shall
dscharee their duties scdely i the imerest of ERF and = participants and beneficiares with the
depree of dilipenie, are and skl which prudent men and women wauld ordinarily exerdise
under similar drmumsiances n a3 ke positian.

2013 was a pasitive year for ERF with a taotal fund retumn af 16995 The tatal retum compares
1ta 14 3% in NX12 and .BB%Rn 2011, The Fund sxpects and assumes an mmvestment rabe of 3 25%
aver the long tPrm, which encomgrasses mamy years in the fulure.

An imegral part of the overal nwesiment policy 5 the strategic asset alloation policy. This
picy is desipmed ta provide an optinral deersiication 1o reduce risk and magimize ial Ete of
retumn relative 1o risk. This emphasizes 8 maximum diversification af the portfolio that protects
ERF from dedines that a particular asset dass may experierie i a paen perod

Additions Ta Plan Net A

The calertion of emplayer and member momtrilutons, as wel as ome from mestments, is
intended ta provide the reserves needed 1o fmance retrement benefiis.  Comtribution and
mvestment incame, induding unealized pRins and losses, for 2013 wezled 5573, 677,000 Oy
and member canributians far the fisml year wene 572 553, 000, an ncrease of approaimately

£13 538000 from prior year. This increase s attributed to the change in the cantribution
rates. The iy coniribution rate changed from 201.21% 1o 22 23% of which 3.29% & the
Pernsion Obligatian Band Credit Rate.  The City moniribution ta BRF inoeased from 10 48%

a 1294% and the member e thanged fram 11.850% a0 13.068% Gy ocontriutions
receied i N 2 worp £37 B33 00 and meamber contritinnc wers 5471 730 000

eceived in were $37,823 000 contriutions 11,730,000,
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Deductians To Plan Net Assets

The princpal purpase far which ERF was established & o provide retirement benefits, survivor
benefits, and tatal and permanent disabiity benefits @ qualiied members and ther
benehd@ries. The st of swch programs indudes recuring benefit payments, refund of
camributians ta terminated employees, and the ost of adminstenng ERF.

Deductians for fis@l year 2013 toraled 5224,588,000, an inrease of 3.7% pwer 2012 This
ncease is primariy due 1o an inease N the nmber af benefit redments.  Administrative
expenses, which are comtrolled by a budeet approwed by the Board of Trustees, mcreased from
the priar year. 2013 refleded an noesse af 5145 000, when compared ta fisml year 2002
EXENSES.

Accauntine System And Intemal Contrals

Ths CAFR was prepared to onfarm with the prindples of povemmental accounting and
reporting ==t farth ¥ the Governmental Aoouing Standards Board (GASB] in Statement Noo
2, “Tnandal Aieporting for Defined Beneimt Pension Fans and Note Dsciosures for Defined
Contrbution Plans,” a5 well as penerally soepted aoounting prindples that apply 1o
poveErmnmen acounting for idudary funds. The accompamang fmancal siatemens ae
prepared wsing the aomual bass of acocounting. Membier and employer contriutions ane
recagnized in the perind in which empkayee services are performed.  Expenses are recanded
when the camesponding liabilities are inOumed, reFardies of when payment s made.

The Governmental Accaunting Slandands Board Esued Statement Mo 44, bconamic Candition
Reporting: The Satisiral Sectiian—an amendment af OGA Siatemenmt 1. Ths Satement
amends the portions of NOGA Statement 1, Governmental Accounting and Financal Reparting
Prindpies, that puide the preparaton of the statstical sectian. The sSatstal sertion presents
detailed informatian, typazally i ten-year trends, that assists users n utliong the basic finangdal
siatements, nates o bask finandal statements, and required supplementary mfamation 1o
dssess the econamic condition af a povernment.  The siatstical section 5 a required part of a
camprehernsive annual financlal report [CAFR) and applies 1o any siatistical sectian that
@Dmpanies a poyemment's basic fimancal siatements.

in dewelaping and evahxating ERFs aonunting system, it was determined that mtemal ontrols
adequately safepuard assets and provide reasonable assurance af proper reonding of financal
Transactions.

9



2.013 Comprehensive Annual Financial Report

10

Funding

A pension fund 5 well funded when it 5 reeving enouph money ta meet all expecied fube
abligations to particpants.  BRFs funding objetive & 0 meet long-term benefit paymenis
through moniributions that reman apprEimately kevel as 8 percermt af member payroll. The
drbuarial acoued [Bbidlity and actuarial value of assets of ERF as of December 31, 2013
amounied ta 53611 bilion and $3 074 bilion, respectively. A detailed discussion of funding is
provided n the Actuarial Section af this report.

_ _

Corsuliants are appointed by the Board af Trustess 1 perfarm profesional senvices that ame
essental ta the effective and sfhicent aperaton of ERF. An apinion fram the certified public
doounting firm of Grant Thamtan WP and the acuaral frm of Gabriel, Roeder, Smith &
Compamny are induded in this report. The consultants appainted by the Boand are isted n this
Imtroduinry Sertion.

Admowledpme s

The ompilation of this reeport refiects the combaned efTart af the st&aff under the leadership of
the Board of Trustees. it s inkended 1 proviele momplete and rdiable mformation as a basis for
making managpement defsions, as a means oF determining ompliame with legal provisons,
ard a5 a means of determining responsible stewardship of the funds af ERF.

The report = Rilabke 1o all members of ERF.

1 wauld like to express my pratitude 1o the stafl, the advisors, and others who have worked so
digentdy 1 assure the sumessful operatian of BRF.

Za (I

Cheryl D_ Alston
Executive (NreCior
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PLAN SUMMARY

Summary ol Key ’rovisions
Employees’ Retirement Fund of the City of Dallas
As of December 31, 2013

Membership An employee becomes a member upon permanent employment and contributes to the Retirement Fund.

Contributions  The contribution rate is determined each year by the actuarial valuation. The total contribution is split 37% members and
63% City. At December 31, 2013 the members contributed 13.06% of pay and the City contributed 22.23% of pay of
which 12.94% is received by the Fund and 9.29% is the used for the pension obligation bonds debt service.

Definitions Final Average Salary: Average monthly salary over the member's highest three years of service.

Credited Service: Length of time as an employee of the City of Dallas and while making contributions to the Fund. Part-
time employees receive proportional credited service only.

Retirement Pension Eligibility:

a. Attainment of age 60; or
b. Attainment of age 55 (if credited service began before May 9, 1972); or
¢. Completion of 30 years of credited service; or
d. Atany age after completion of 30 years of credited service with a reduced benefit before age 50; or
e. Attainment of age 50, if the sum of an active member’s age and credited service is at least 78.
Retirement  Benefits The retirement  benefit equals 2-3/4%  multiplied by average monthly earnings

multiplied by credited service limited to a maximum of 36.3636 years plus
$125 health supplement (prorated for service less than 5 years).

Form of Payment An unreduced pension under a joint and one half survivor option or a ten-year certain and life option.
An actuarially equivalent joint and full survivor option is also available.

Deferred Retirement Eligibility:

Deferred retirement pension commencing at age 60 or at age 55, if employment commenced prior to May 9,
1972, with at least five years of credited service, and accumulated contributions are left on deposit with the Fund.

Monthly Benefit:

The deferred retirement is equal to the retirement pension based on earnings and credited service at the time of
termination.



Disability Retirement
Pension

Death Benegfits

Return of Accumulated
Contributions

Cost-of-Living
Adjustments
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Non-Service Disability:

1. Eligibility: Five years of service and totally and permanently incapacitated from procuring and
retaining any type of employment for compensation.

2. Monthly Benefit: Computed based on average monthly earnings and credited service at time of
disability but not less than 10 times the percentage multiplier multiplied by the average monthly
garnings.

Service Disability:

1. Eligibility: Totally and permanently incapacitated as a result of injury while in the course of
employment for the City.

2. Monthly Benefit: Calculated as a non-service disability pension but not less than $500 per month.

Form: Benefit paid in accordance with the option on file, or the eligible option, or if no eligible beneficiary, a
lump sum equivalent of 10 years of benefit payments to the member’s estate. If less than 2 years of service,
contributions are refunded.

Monthly Benefit: Based on average monthly earnings and credited service at death but not less than 10 times the
percentage multiplier multiplied by the average monthly earnings.

Minimum Service Death Benefit: Not less than $500 per month if death resulted from a service related injury.

A member at the time of termination is entitled to be paid their accumulated contributions without interest.

A cost-of-living adjustment to the base pension shall be made based on the greater of:

The percentage of change in the price index for October of the current year over October of the previous year up to
5%, or

The percentage of the annual average change of the price index for the latest 12 months available up to 5%.

15
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EMPLOYEES' RETIREMENT FUND OF THE CITY OF DALLAS

FINANCIAL STATEMENTS

As Of December 31, 2013 and 2012
With Independent Certified Public Accountant’s Report Thereon

19
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° GrantThornton

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Grant Thermbsn LLP
1717 Main Siregt. Suite 12K
Dz, TX TS201-4667

T 214561730

F 214.560.237
GractThambancom

Inkd inAGraniTharnan s

The Board of Trustees bwitter.comyGrantTheminnl S
Employess’ Pewrerment Fund of the Ciey of Diallas

We have audited the acoompanying fnancial statements of Employees’ Redrement Fund of the Ciry of Dallas
{the “Plan"}, which comprise the staternents of plan net position as of December 31, 2013 and 2012 and the
related statements of changes in plan net position for the years then ended, and the related notes to the Emancial
SHAlerments.

Management's responsibility for the financial statcments

Management is responsible for the preparation and fair presentation of thess financis] statements in accordance
with sccounting prindples generally accepted in the United States of Amernca; this inclodes the design,
implementation, and maintenanee of internal control relevant 1o the preparation and fair presentation of
brancial statements that are free feom material misstatement, whether due o frand o eeror,

Audiror’s responsibility

Char responsibility is to express an opinion on these financial statements based on our audits, We conducted
our audits in accordance with auditing standards generally accepted in the United States of Amenca. Those
standards zequire that we plan and perform the audit to obtain reasonable assurance sbout whether the financial
statements are free from matenal miss atement.

An audit invelves persforming procedures to obtain audit evidence abour the smounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatemnent of the fnancial statements, whether due to fraod or error. In making those
pisk assessments, the suditor considers internal control eelevant to the Plan's prepamation and fair presentation
of the Anancial statements in order to design audit proceduees that are approprate in the circumatnces, but
nat for the purpose of expressing an opinion on the effectiveness of the Plan's internal contral. Accordmgty,
we express no such opimion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluanng the
overall presentaton of the financil starements.

We belseve thar the audic evidence we have abtained is sufficient and appropriate to provide a basis for our
awdit opinion.
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o Grant Thornton

O pinion

In our opinien, the financial statements referred to above present fairdy, in all matenal respects, informaton
regarding Employees’ Retitement Fund of the City of Dallas’ et positon as of December 31, 2013 and 2012
and changes therein for the years then ended in aceordance with accountng painciples generally sccepted in
the United Stares of Amerca,

Supplementary information
Accounting principles generally accepted in the United States of Amenca require that the management’s

A rianion mad smalirees ned cebadhales mF e Sl abere 2 -F.-..-..L.-..-.- eIt oy erc] he neecpnrad to sumolement
QUSTUSSHT a0 AMEArySE 3 SCACORIEE O CITY LONMaidDns 300 SERARE pPrOpntas. o PIioiaitill T e pptiesliniil

the basic financtal statements. Such infoemation, although not a required part of the basie fneneial statements,
s required by Gevemmental Accounting Standards Board who considers it to be an essential part of financial
reparning foe placing the hasic financial statemenes in an appropriate operational. economic, or historieal
comtext. This required supplementary information is the responsibility of management. We have applied cerain
limited proceduses to the sequired supplementary information in accordance with auditng seandards generally
accepted in the United States of America. These limited procedures consisted of mguiries of management about
the methods of preparing the information and comparing the information for consistency with management's
responses 1o cur inquides, the basic Enancial statements, and other knowledge we obtained dunng oue awdit
of the basic financial statements. We do not express an opinion or provide any assurance on the informaton
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any

ASKLUTHTOE.

Other informaton

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
intraductory, investment, acmarial, and statistical sections are presented for purposes of addinonal analyss and
are not a required part of the basic financial statements, Such information has not been subjected to the auding
procedures applied in the awdit of the basic Ainancal statements, and accordingly, we do not express an opImion
01 provide any assucance on it

MM\\LLP

Dallas, TX
July 8, 2014
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Required Supplementary Information
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MANAGEMENT™S DISCUSSION AND ANALYSIS (UNAUDITED)
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CONDENSED FINANCIAL INFORMATION

2014 2012 i

[ oo [ w3y (. thomne)
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FINANCIAL FOSTTION AND RESULTS OF OPEEATIONS
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SCHEDULE OF ADMINISTRATIVE EXPENSES

As Of December 31, 2013

(dollars in thousands)

Personal Services:

Salaries 1,620
Retirement 195
Insurance 109

Total Personal Services 1,924

’rolessional Services:

Actuary Service 79
Accounting & Audit Fees 97
Attorney fees 475
Communication -
Medical n

Total Professional Services 662

Operaling Services:

Data Processing 134
Election 10
Parking 29
Printing 45
Rent 231
Supplies and Services 99
Telephone 22
Travel and Training 130
Indirect and Other Costs 288

Total Operating Services 998

Furnilure & Fixlures:

Furniture 21
Other -
Total Furniture & Fixtures 21

Total Administrative Expenses $3,595
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SCHEDULE OF INVESTMENT EXPENSES

As Of December 31, 2013

(dollars in thousands)

Manager Fees $15,441
Custodian Fees 150
Securities Lending Fees™ 364
Investment Consultant Fees 331

Total Investment Expenses $16,286

*Securities lending fees include broker rebates and the lending agent’s fees.

SCHEDULE OF PAYMENTS
FOR PROFESSIONAL SERVICES

As Of December 31, 2013

(dollars in thousands)

Accounting and Audit:

Financial Control Systems $ 56

Grant Thornton 41
Acturial:

Gabriel, Roeder, Smith & Company 79
Legal:

Foster Pepper PLLC 142

Strasburger & Price, LLP 333
Medical:

Various "
Investments:

Wilshire Associates, Inc 331

Total Professional Services Payments $993
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W Wilshire

Andrew Jvakin, CFA, CAIA
Monopmy (Nractor & Princopal

July 28, 2014

Ms. Cheryl Alston

Administrator

City of Dalles Employees’ Retirernent Fund
600 North Pearl Street 32450

Cuolles, TX 7520

Re= 2013 Performance Results
| | Tp— L E—
L I—Il:lrl-

The purpose of thia letter is o review the 2013 nvestment performance resulis of the Dullss
Employees’ Retirement Fund {"ERF", *the Fund™).

ERF maintains a well-diversified imvestment portfolio that corsists of domestic, international,
and global equities, fored income, redl estate {including public REITS and private core real
estate], privite equity, and resl sasets. During 2013, the Fund genemted & net-of-fee retum of
16.9%", outperforming relative to its axset allomtion policy benchmark's retum of 15.7%, and
ahend of ita ectusral ete of retum of 825%.

Throughout 2013, the U.S. economy ontinued to improve st & rapid clip end now appears
once again on soid footing Many indicators point to sigrs of robust growth, induding
brightening employment picure. The unemployment mite touched 7.0% during November,
marking its lowest level in 5 yeara Further buoying consumer confidence is continued home
price appreciution, which ia having & modest positive effect on household weslth. Real GDP
growth is encoumping, docking in et rates sbove long-run norma (induding an impressive
4.1% annual rate during the third quarters). The US siodc market, s measured by the Wilshire
5000 Totel Market Index, surges] 33.1% for the year, marking its best annual returmn sinee 1995,

Despite the sirong growth in the domestic economy, inflation remains very wesk and muted;
in fact, consumer prices fell during the second half of the year with corsumen paying less for

! Epsformance caloukition are monsistent with the computstions and msthedalopise approvsd by the CFA
Instthris.

Wilihire Agancstes
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food and energy. With regard to the bond markets, the steepening yield curve foreshadows
the potential for somewhat higher inflution in the future. As & result of the strength and
endurance of the recovery o date, on December 18 the Federal Open Market Committee
(FOMC} ennounced plans to begin tapering its 5B5 bilion monthly band purchesing progmm
bry 510 bilion per month, starting in lanuary 2014,

Accommaodative central bank polices propped up developed markets outside of the US,
despite the sppearance of sluggish growth in aome [predominantly Europesn) countries.
Leading the pedific region, Japan waa a particulerly strong performer {+27.2% retum for the
year] in part due to & wesler yen which mede Japarese exports rdatively cheaper for the
country'’s trading poriners. The namative divergea when tuming the foous o ememging
markets, which suffered throughout 2013 due to regional end loml economic slowdowns and
political uncertainties.

Fuded by the sirength of the domestic stock merket, the Fund's US equily imvesiments
soared 33.3% for the year. While uneble to match the performance of ther domestic
counterparts, the Fund's nonUXS equity investmenta still meanaged to deliver strong gains,
retuming 20.5% Aa bond yields rose aooas all maturities during the year, the Fund'’s global
fixwed income asset dess wes down maodestly, dedining -156%. Although yields mose
throughout the yesr, they stil remain too low o meet the income needa of many investiom
Therefore, in the search for higher yidding securities, investom ritated into non-investment-
grade foeed income {(high yield} during the year, and this demand drove prices higher. The
Fund's high yield nvesiments gained 695 for the year. Led by the strong performance of its
private direct core invesiments, the Fund's resl estaie segment gained B.44% for the yeer.
The Fund's private equity investiments gained 12.5%, which apain ireiled the public mset
dusses but will likdy continue to improve sz valuetions ere inoeesed.  Mucdh like in 2012,
public real asseta were once apgain the Fund's best performing essets in 2013, increesing by
36.9%.

When compered to other public funds in the Wilshire Cooperative Total Fund Universe, ERF
rarked in the fint quartile during 2013, 28 well 28 over the three, five and ten-year time
periods. Dhverall, ERF'a diversified asset sllocation and discipline have served it well during the
year of 2013 and over the longer term time horizon.

The ERF Board of Trusiees added an allocation to globsl equity, which has just completed its
first full year of performance within the Fund. This allooation wil allow the seleched
irvestrment mansgers to dlooate opportunistically sooss regiorns, capiteliring on the
improving economic conditions eround the globe. Additionally, the public real assets
portfolio conaists of nvestiments in Master Limited Parinerships {M Ps) which have continued
Wikhire Ascciates
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o scoue very positively to the porifolio.  As the Trustees look to pro-actively diversify its
invesirnents acroas axwet clesses, the Fund wil continue o examine potential investments in
privite equity, private resl esiate and inflationinked sasets such &2 commoditiea  The
approved allocations s of the end of 2013 were:

Ammat Clu s Allocwtisn
Domestic Equity 22.5%
Intemutional Bquity 22.5%
Global Fquity o.0%
Fioed Income 1%
High Yield 1%
Puhblic REITS %
Private Core el Exiate %
Public Real Assets 2%
Private Equity %

As always, we thank you for the opporiunity to be of service io HiF.
Sincerely,

Best regars,

Wihire Asancistes
AT intericen Bos mvaed Sulte &0 e ield], OO OE  TEL 33.EnE 7484 FAK ADLMEA1 537
wersLwilshisrrrn
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INVESTMENT POLICIES SUMMARY

Stlalement of Goals

The general investment goals are broad in nature to encompass the purpose of the Fund and its investments. They articulate the
philosophy by which the Board will manage the Fund’s assets within the applicable regulatory constraints.

1. The overall goal of the Fund is to provide benefits, as anticipated under the Plan document, Dallas City Code, Chapter
40A, to its participants and their beneficiaries through a carefully planned and executed investment program.

2. The Fund seeks to produce the highest return on investment which is consistent with sufficient liquidity and investment
risk that are prudent and reasonable, given prevailing capital market conditions. While the importance of the preservation
of capital is recognized, the theory of capital market pricing which maintains that varying degrees of investment risk
should be rewarded with compensating returns is also recognized. Consequently, prudent risk taking is reasonable and
necessary.

3. The Fund investment program shall at all times comply with existing and applicable local, state and federal regulations.

[nvestment Philosophy

The Fund is long term in nature, and the selection of investments is regulated by: the investment time horizon; the limits of
acceptable risk; and the objective of optimizing the total rate of return. Each investment manager is authorized to execute
investment transactions on behalf of the Board.

Investment decisions are made under the framework of the goal established for the rate of return, limits of acceptable risk, and Fund
objectives. The goal is to optimize the return of the portfolio, as opposed to maximizing the rate of return.

The optimal portfolio mix is one that carefully equates expected rate of return with expected risk of all investment categories utilized
in the portfolio. In setting the optimal mix of assets for the portfolio, the Board has developed a strategic asset allocation policy
which incorporates a diversified asset mix. The strategic asset allocation is designed to provide an optimal diversification to reduce
risk and maximize total rate of return relative to risk and the existing and projected liability structure.

The Board bases its investment strategy and goals on advice obtained from the investment consultant, the staff, and the external
investment managers. The Board uses the annual external audit and annual actuarial valuation in its evaluation of the Fund's
performance each year.

Corporate Governance

Article XVI, Section 67 of the Texas Constitution and Chapter 40A of the Dallas City Code, give complete responsibility for the
management and investment actions of the Employees’ Retirement Fund to the Board of Trustees. The Board is held to the standard
of conduct of fiduciaries in discharging their responsibilities. According to Chapter 40A the Trustees, as fiduciaries, must carry out
their functions solely in the interest of the members and beneficiaries.

The Board considers the active voting of proxies an integral part of the investment process. Proxy voting may be delegated to the
discretion of investment managers retained by the Board. The managers shall be required to establish a proxy voting policy and
maintain records of proxy votes, and shall make these records available quarterly to the Board or its designee. The Board may at
its discretion establish an overall policy of voting proxies in which case the managers’ proxy voting policy shall be in accordance
with that of the Board’s. The Board recognizes that in certain non-U.S. markets, investment managers may, balancing the costs and
benefits, not exercise proxy voting.
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INVESTMENT RESULTS

Investment Summary
The investment managers and the returns by investment category are shown in the following tables.
Investment Category 2013 Rate Of Return
Domestic Equities 33.30%
International Equities 20.52%
Global Equities 21.45%
Fixed Income -1.58%
High Yield Bonds 6.91%
Real Estate Securities (REITS) 8.44%
Cash Equivalents 0.10%
Private Equity 12.49%
Private Real Estate 13.67%
Public Real Assets (MLPS) 36.89%
Total Portfolio 16.90%

INVESTMENT MANAGERS

Domestic Equities, REITs, Masler Limiled Partnerships, & Commingled Index Funds

Adelante Capital Management, LLC

Intech

Northern Trust Global Investments

Security Capital Research & Management, Inc.

SIT Investment Associates, INC

Inlernational Equities
Acadian Asset Management Inc.
AQR Capital Management, LLC

Global Equiies
Aberdeen Asset Management

Fixed Income

Advantus Capital Management, Inc.
Aberdeen
Black Rock Financial Management

Cash Equivalents

The Northern Trust Company
Private Equity

Credit Suisse CFIG

Real Estate

Heitman Real Estate Investment Management

Systematic Financial Management, LP
T. Rowe Price Associates, Inc.
Harvest Fund Advisors

Channing Capital

INVESCO

Baring International Investment Limited

Wellington Management

Oaktree Capital Management, LLC
Garcia Hamilton

Hamilton Lane

INVESCO Real Estate
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TOTAL PLAN RESULTS

Fiscal year 2013 was up 16.9%. The world equity markets as measured by various indices were mixed for 2013 with the MSCI All World ex-US
Index down 15.29% and the Dow Jones Wilshire 5000 returning 33.07%. The Barclays Aggregate Bond Index was down 2.02%. The Citigroup
High Yield Cash Pay Index was down 7.12% for the year.

At December 31, 2013, the net asset value of the Plan was $3.3 billion. This value represents an 11.7% or $349 million increase over last
year's value. The Net Assets of the Plan graph below provides a pictorial history of the Plan’s growth over the past 10 years.

MARKET VAl LIE OF ASSETS

:

] HEI.UEIIS

2003 2004 2005 2006 2007 2008 2000 2010 2011 2012 2013
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ASSET ALLOCATION

The Plan’s long-term strategic asset allocation policy sets the following targets: 70% total equity is comprised of domestic equity
(22.5%) including real estate securities (5.0%) private equity (5.0%); Master Limited Partnerships (MLP’s) (5.0%); 27.5% in
international and 5% global equity; 15% in global fixed income; and 15% in high yield fixed income. Although no specific
allocation to cash and equivalents is targeted, cash must be available for the payment of benefits and other expenses of the Plan.
To accommodate constantly changing market values, the Board has approved ranges for each of the asset classes.

ASSET ALLOCATION

As Of December 31, 2013

US Equity:
Domestic Equity 22.5%
Real Estate 5.0%
REITs 5.0%
Private Equity 5.0%
MLPs 5.0%
42.5%
Non US Equity:
International 22.5%
Global 5.0%
27.5%
Total Equity 70.0%
Fixed Income:
Investment Grade 15.0%
High Yield 15.0%
Total Fixed Income 30.0%
Total Fund 100.0%

DOMESTIC, INTERNATIONAL AND GLOBAL EQUITY

The Plan’s allocation to US domestic equity both securities and equity funds, is targeted at 42.5% of the Plan’s total assets
including 5% allocated to real estate securities, 5% to private equity, and 5% to MLP’s. Passively managed index funds totaled
8.0% of domestic equity assets at year end, and actively managed portfolios represented the remaining 22.7% of domestic equity
investments. Total US equity returned 33.30% for the year while the benchmark Wilshire 5000 Index had a return of 33.1%. The
S&P 500 Index returned 32.4% for the year.

Non US equity has a target allocation of 27.5%, and it is split between international equity (22.5%)and global equity (5.0%). The
Plan’s international equity composite return was 20.52% while the MSCI All World ex-US Index reported a return of 15.3% for the
year, and the MSCI EAFE Index reported 22.8%. The global equity funds allocation reported a return of 21.5%.



ASSET ALLOCATION

Cash & Private Equity
Real Estnte 5%

Intemational & Globsl
Equities
28.1%
Foed Income
25.5%
GLOBAL FIXED INCOME

Global fixed income has a target of 15% of total assets. This allocation is allocated to three investment managers. During the
year the global fixed income returned -1.6% while the Barclays Aggregate Bond Index returned -2.0%.

HIGH YIELD FIXED INCOME

High yield fixed income has a target of 15%. This allocation is evenly split between two investment managers. The high yield
return for 2013 was 6.99% and the Citigroup High Yield Cash Pay Index returned 7.1%.

PRIVATE EQUITY

Private equity has a target allocation of 5%. This allocation is split between two investment managers. At year end the market
value was approximately 2.9%. The rate of return for the year was 12.5%.

REAL ESTATE

Real estate is comprised of real estate securities (REITs) and private real estate. REITs and private real estate both have a 5%
allocation for a total real estate allocation of 10%. REITs had a return of 1.8% against the Wilshire RE Securities Index of 2.2%
, and the private real estate returned 13.7% against the NCREIF Property Index returned 2.2%.

PUBLIC REAL ASSETS (MLPS]

Public real assets have a target allocation of 5%. The allocation is split between two investment managers. Public real assets
returned 36.9% against the Alerian MLP Index of 27.6%.
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As Of December 31, 2013

2013 3-Year 5-Year

Total Fund 16.93% 10.47% 15.35
Domestic Equity 33.30 15.81 18.40
S&P 500 Index 32.41 16.18 17.94

Dow Jones Wilshire 5000 Index 33.06 15.96 18.58

International Equity 20.52 7.62 15.51
MSCI ACWI ex US Index 15.82 5.12 13.46

MSCI EAFE Index 22.78 8.16 12.43

Global Fixed Income -1.58 4.41 6.52
Barclays Aggregate Bond Index -2.02 3.26 4.44

High Yield Fixed Income 6.91 9.03 15.65
Citigroup High Yield Cash Pay 7.12 9.18 17.89

Cagh Equivalents 0.10 0.11 0.13
T-Bills 0.00 0.00 0.00

Public REITS 36.89 0.00 0.00
Wilshire RE Securities Index 0.02 0.09 0.17

Private Equity 12.49 10.12 -
S&P 500 Index 32.41 16.18 17.94
Public Real Assets 36.89 - -
Aleriam MLP Index 27.58 - -
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INVESTMENT MANAGEMENT FEES

As Of December 31, 2013

(dollars in thousands)

Assets Under Basis
[nvestment® Management Fees Points
Domestic Equity $937,083 $2,886 30.8
International Equity 736,598 3,207 43.5
Global Equity 192,466 1,264 65.7
Global Fixed Income 349,870 530 15.1
High Yield Fixed Income 530,882 2,232 42.0
Real Estate 218,110 2,825 129.5
Master Limited Partnerships 167,438 1,131 67.5
Private Equity 93,939 1,336 142.2
Cash Equivalents 97,065 30 3.1
Subtotal $3,323,451 $15,441 46.6
Other Investment Services

Investment Consultant 331

Custodian 150

Subtotal 845

Total Investment Management Fees $16,286

* Securities lending fees include broker rebates and the lending agent's fees.
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TEN LARGEST HOLDINGS
As of December 31, 2013
Equity Shares Fair Value
CF INVESCO Core RE Fund 826.57 $109,793,293
CF Heitman America Real Estate 114,895.49 108,316,275
MFB NTGI - QM COLTV Daily S & P 500 13,937.63 80,972,459
MSCI Finl Indx - ZVM7 2,948,552.32 40,996,671
Japan MSCI Index - JP12 3,745,701.94 39,850,523
Credit Suisse Dallas ERF Partner 33,302,203.60 36,270,134
UK MSCI Index - UK12 304,046.09 25,557,507
MLP Enterprise Prods Partners 377,720.00 25,042,836
MSCI Industrials - ZVM3 1,122,523.85 21,845,437
Simon PPTY Group Inc New 125,353.00 19,073,712
Fixed Income Par Value Fair Value
United States Treasury NT 1.25% due 11/30/2018 12,170,000 $11,909,440
USA Treasury Bonds 2.750% due 08/15/2042 8,395,000 6,651,694
Caesars Entertainment Resort 0.000% due 09/17/2020 6,480,000 6,431,400
United States Treasury NTS 0.625% due 10/15/2016 5,920,000 5,908,930
Mexico (UTD Mex ST) 10.000% due 12/05/2024 596,300 5,813,692
FHLB Sub NT 5.625% due 06/13/2016 4,230,000 4,718,988
US Treasury Bonds 3.625% due 08/15/2043 4,870,000 4,599,131
HD Supply 8.125% due 04/15/2019 4,007,000 4,462,796
Ally Finl (GMAC) 8.000% due 11/01/2031 3,721,000 4,451,246
USA Treasury Notes 0.625% due 09/30/2017 4,450,000 4,357,529
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INVESTMENT HOLDINGS SUMMARY

As of December 31, 2013

(dollars in thousands)

Percenlage of

Fixed Income Market Value Market Value
Government Bonds $188,392 5.67%
Corporate Bonds 692,360 20.83%
Total Fixed Income 880,752 26.50%
Equity
Common Stock 1,952,613 58.74%
Index & Commingled 80,972 2.44%
Total Equity 2,033,585 61.18%
Real Estate
Real Estate 218,110 6.56%
Total Real Estate 218,110 6.56%
Allernative Invesiments
Private Equity 93,939 2.83%
Total Alternative Investments 93,939 2.83%
Cash and Equivalents
Cash 712 0.02%
Cash Equivalents 97,065 2.92%
Total Fund* $3,324,163 100.00%

*Does not include security lending collateral or receivables.
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The Miaway at the State Fair of Texas
as It is Today and as it was in the 1940's
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The Report of the

December 31, 2013 Actuarial Valuation
of the Employees’ Retirement Fund
of the City of Dallas
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Gabhrel Roeder Smith = {-_1||r|'|1:||-|!‘- 5605 M, MacArthur Blwd, 469, 524 0100 r\lhl\.:l'l.-
Consultands 8 Actoaries Surte B70 4095240003 fax
Irving, TX 750382631 worw, gabriclroedes.com

May 13,2014

Board of Trosiees
* Retirement Fund of the City of Dalkas, Texas

600 Noxth Pearl Street

Snite 2450

Dallas, Texas 75201

Dear Menbers of the Boand:

We me pleated i present o repart of the: acinanal valnatum of the Employeet” Betinemnent
Fundl of the City of Dallas, Texat {ERF” or the “Fund™) a8 of December 31, 2013

Tt vahmbon provides miormation on the fonding ttains of ERF. It inclodes 2 dedesmymatin of
the acinamally cabculaied coninbutim rates for the 2014 calendar vear. In addituen it also
contams the 1nformation necestary o determime the corrent iotal oblization rake: and the coent
admsited iotal oblerahon rake fixr the fiscal year bepuooump Ochvber 1, 3014 per Crty Ordemmee
Tint mte it & fimetium of the previont year™s adnzied total obhgation ratr, this year's acioarmlly
calculated copintubon rate, and the mie necestary o make the debt service payment on the
previrly sined pexstion obligatum hods for fizcal year 2015

Thiz vakmtion i bated on the provigions of ERF im effect a2 of the valnation daie, data on the
ERF memmbershm andd information on the aatet vahses of the Fund az of December 31, M4M3. The
member, annmibant and asted datn nted in the valnaton were all prepared amd firneshed by ERF
staff While cextain cheeks for reasomableness were pexfiamed, the data nted wazs not andited
Thexe were no chunges m the acinanal adammphons o medudls amee the ponor valuatym All
achommal asasmphons and methods are descnibed undey Sectim (O of it pepot and meet the
paEmeien o Governmental Acommbmg Standards Board Statement No. 23, We beliewe the
mmmmwmmmﬁ

To the best of our knowledpe, tns repmt & complelr and acruvate and was condocted m
acawdance with the Actnanal Standavnds of Practice as set forth by the Actnanial Standard: Boand
and m complomee with the provizons of the Ciby (ydinance. The undentipned ave 1
aciuanies, and consltants. Mr. Randall 2 an Froolled Achory and a Member of the Amencan
Academy of Acinanes and he meets the Quabification Standards of the: Americm Acadeany of
Achones Both Mr Randall and Mr. Wiard hawe sipmficant expenence m perfonmmy valoxton:

fixr larpe poblac retirement sytiems

Respectfully submitied,
Lewis Ward Mmk K Kandall, MAAA FGA, EA
Coemsnlamt Exenutive Vice President & Semior Comnltant
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SUMMARY OF THE VALUATION

(This summary is an excerpt of the 2013 Actuarial Valuation Report.
Sections referenced in this summary are available in the full report.)
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FUNDING PROCESS

Bated on the previous work of the Employees” Retirement Fund Sty Comenittre which was
ratified ry both the City Council and the voters of Dalkes, a new fimding process commenced
October 1, 2005. From this date forerard, 2 new “cnrrent adjssted total shiigation mte” will be
contributed jomtty by the City (63%6) and the Membership (37%). This current adjusted total
obliation mate will cover both the debt service fied i the pension pbligation hends itned in
2005 and the contributions o the ERF. In subtequent years, the confribution e chanpes maly if
the artuaria] walation develops 3 “cvent total cbligation rate™ which diffiers from the “prior
adjnsted total cbligation rate™ by more than 3 00%.

As shown in Table 3 (under Section M) and discusted later in fris rept, the “curent total
pbligation mte” (Hem 4 in Table 3) differs from the “prior adjuzted sl obligation mte” (fem 1
in Table 3) bry Lesis tham 3.00% 22 of December 31, 2013. This means that the “current adjusted
total cbligation rate" will remain the tame at 35.9% of active member payroll for the fiscal year
bepiming October 1, 2014.
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EXPERIENCE DURING 2013

An Actnanial {Gam) oz Amabydiz [(GVL] reviews the effech: of the acinal experience that
dffexst firom the atomed expersnce based on the actual resnlt: for the year. 1If sy difference
e miels o redoces halnlie:, we bave an acinanal pgam. The revesze 15 an acinareal lost.

On 2 nonket valne retnm baie, the Fund paned appreximnately 16.75% (akmlated on a dolkr-
wesrhird b net of mvesiment expenses). Groen thas outiiandme relomn, the actual nrvestment
therefore, an mvesiment mcome pam 12 beng patially recopmzed fins year {1/5) and parhally
deferred into the near fohwe (4/3). After recopmzmng poor years” defirred mvestment s and
losites (yeara 2012 - 2006), there wat an overall actuanal pam of $145 million on the acuanal
valor of =seis 2 of Decanber 31, 3013 The rate: of retum on the acinamial valoe of asgeds for

1Y 11 A 11 s 3 ___ _ AT __ ___ _—_La_ I .. __i s _al
LZUFLT WAR 1D ‘Hln"l 1ﬂmmmum—wugmm LIHElE, I.H.D.I. mmnp:u:u_ J.I.I.I.E

resnlt was pyeates than the narent iovesdment rehan atomption of 2%

During XM 3 there wat an spsyepate acuarial gain of aheat -$19_7 million devived frem
admsiment). A3 teen belowr, ERT experaenced an overall acinanal pam m calendar year HH 3.
Thit year™s overall acinarial experience ain smommied o approxemately -5164. 7 mllion

The total (GYL. for the prior 4 yeart it hoken down 2t follows {§ in mmlliens):

2014 1 012 W13
1) Actnarial (GainVLous on Assets $146.94 $117.40 $20006 (314495
P Aciuarial (Gain)¥Loss an Lishilities oL (10131 G (197
3) Total Acnaial {Ciain) or Loss (1+7) 3.1 1609 02 (16169)

The unfunded actnarial acoued hiability {TJAAL) alto increazed $1%. 1 nmlbion doe to the
diffexence hetween the calculated contnbubom mmte and the actual contnbotums donng HH 3.
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FUNDED STATUS

The funded statns: of ERF % mextored by the Funded Ratio and the Unfimded Achmnal Aconed

T L. _FTTR AT MM T ___ 1 _ I T _a _ .ol _ - _Fal a1 ___ L _ _F_.._a.____1_11_F_ _
J.mrl.u.tlﬂ.l_.bl 1IE FUGNED RENO K LE TILHF DI 1IDE SOTATIEI VAN 8 5558 IVELIEDNE 1T

benefits to the acinanial aconed habality {AAT) of the Funl on the valnation dale. Thevefore, 1t
reflects: the portiom of the AAL that & covered by ERF maety  The UAAL 5 the diffeyence
betwesn these tuo amoumnts

A Ihmded Rabio of 100% mesms that the fidme of ERF 12 precxiely on scheadnle a3 of the
paticular valuatom date. In addiion, an menescmy fonded ratin foen year-to-yesr may alan
mean that the fimdmg of ERF & on tchedule. By momiiormy changes m the Fundmg Rabio ezch
year we can delrsnmne whether 1 it findimy propress 2 bemp made

Bxied on the acinanal valne of atseds, the Funded Ratin of ERF mcresied sssmficamily from
30 9% = of Decemnber 31, 2012 v 85.1% 2t of December 31, 2013

Tn ham, the TTAAT. damatically decreated from $672 2 million 2t of December 31, 2012 to
$336.6 nmllion 2t of Decesnber 31, 2013, Simee the UAAT it pogitive, this implies the acinarial
sccrued habnliies excerd the acinamal aets of the Fond as of December 31, 2013.



2.013 Comprehensive Annual Financial Report

PAGE LEFT INTENTIONALLY BLANK



STATISTICAL
oLCTION

a !ﬂ - 1rnml!llllltlllv
[

*

11

DART at Dallas Union Station and a
passenger train at the station in the 1940's




PAGE LEFT INTENTIONALLY BLANK



2.013 Comprehensive Annual Financial Report

SCHEDULE OF REVENUE BY SOURCE

(dollars in thousands)

Member Employer % of Annual Investment
Year Ending Contributions Contributions Covered P/R Income Total
2004 20,896 35,251 10.6 289,947 346,094
2005 23,392 565,569 170.1 208,288 797,249
2006 30,123 23,000 6.7 464,629 517,752
2007 31,806 23,493 6.3 110,659 165,958
2008 31,839 22,720 5.8 -975,641 -921,082
2009 32,229 25,265 6.7 619,177 676,671
2010 31,666 27,323 8.2 398,713 457,702
2011 31,748 27,302 8.6 24,554 83,604
2012 35,644 30,371 9.6 385,678 451,693
2013 41,730 37,823 11.0 493,498 573,051

SCHEDULE OF EXPENSES BY TYPE

(dollars in thousands)

Administrative [nvestment
Year Ending  Benefit Payments L Refinds Professional Total
xpenses E

Xpenses
2004 116,675 2,075 2,976 10,003 131,729
2005 127,578 2,737 3,049 18,891 152,255
2006 139,206 2,416 3,451 35,921 180,994
2007 146,810 2,675 3,056 39,855 192,396
2008 156,575 3,255 2,742 20,926 183,498
2009 172,493 3,315 4,273 9,637 189,718
2010 182,883 3,235 4,476 11,173 201,767
2011 195,270 3,492 4,982 14,026 217,770
2012 209,097 3,446 4,369 15,854 232,766
2013 216,988 3,595 4,405 16,286 241,274

SCHEDULE OF BENEFIT EXPENSES BY TYPE

(dollars in thousands)

Year Ending Reliree Beneficiary Disability Supplement Tolal
2004 101,284 5,076 3,128 7,187 116,675
2005 110,761 6,054 3,376 7,387 127,578
2006 121,085 6,897 3,628 7,997 139,207
2007 129,326 5,897 3,806 7,781 146,810
2008 138,695 5,959 3,979 7,942 156,575
2009 150,843 9,340 4,149 8,161 172,493
2010 162,042 7,984 4,322 8,535 182,883
2011 176,028 5,767 4,536 8,939 195,270
2012 187,712 7,561 4,677 9,147 209,097
2013 196,525 6,470 4.656 9,337 216,988



2.013 Comprehensive Annual Financial Report

AVERAGE BENEFIT PAYMENT

As of December 31, 2013

Relirement Effective Dales Years of Credited Service
0-5 5-10 10-15 15-20 20-25 25-30 30+
Period 01/01/2013 to 12/31/2013
Average monthly benefit $302.03 $577.63 $1,688.96 $2,012.42 $2,909.37  $3,823.04 $4,639.47
Average final average salary $3,891.55 $3,100.14  $4,953.89 $4,223.11 $4,763.82  $5259.98  $5,389.69
Number of retired members 8 29 33 33 49 62 44

Period 01/01/2012 to 12/31/2012

Average monthly benefit $325.10 $845.25 $1,590.56 $2,009.64 $2,829.45  $3,963.86 $4,516.58
Average final average salary $2,932.66 $4,442.19  $4,632.86 $4.11788  $4570.14  $5396.80  $5,268.80
Number of retired members 12 39 32 26 39 61 32

Period 01/01/2011 to 12/31/2011

Average njonthly benefit $323.02 $787.06  $125941  $2,02733  $309878  $375360  $4,262.55
Average final average salary $3797.67  $3757.08  $370160  $4260.84  $5052.09  $5,105.35  $4,990.11
Number of retired members 15 33 41 48 58 105 61

Period 01/01/2010 to 12/31/2010

Average monthly benefit $223.93 $734.08 $1,302.73 $1,830.30 $2995.36  $3,710.91 $4,116.13
Average final average salary $2,594.83 $3,678.95 $4,364.32 $4,784.05 $4.903.64  $5,039.60  $4,771.62
Number of retired members 8 36 49 44 70 133 N

Period 01/01/2009 to 12/31/2009

Average monthly benefit $301.96 $784.21  $1294.02  $214966  $2,949.94  §3576.60  $4,305.35
Average final average salary $3287.00  $360572  $387874  $4396.37  $4788.12  $4,.881.66  $4,969.17
Number of retired members 27 %5 36 37 65 110 79

Period 01/01/2008 to 12/31/2008

Average monthly benefit $256.93 $992.79  $1,160.28  $2,05959  $2,717.68  $3490.12  $4,168.44
Average final average salary $3,816.62  $434754  $347280  $4301.64  $444661  $4739.25  $4,930.47
Number of retired members 8 33 26 18 68 73 38

Period 01/01/2007 to 12/31/2007

Average monthly benefit $330.49 $760.80  $125103  $2,16834  $256523  $3226.37  $4,030.12
Average final average salary $3350.81  $338756  $378773  $2.04132  $427221  $451664  $4.476.76
Number of retired members 12 29 36 26 69 52 27



2.013 Comprehensive Annual Financial Report

RETIRED MEMBERS BY TYPE OF BENEFIT

As of December 31, 2013

Amount of Monthly Type of Relirement’

Benelils 1 2 3 4 5 6
$1 - 250 79 0 38 8 0 1
$251 - 500 204 9 100 78 5
$501 - 750 208 16 115 43 29 17
$751 - 1,000 29 20 9B 29 9 2
$1,001 - 1,250 A7 7 84 24 9 25
$1,251 - 1,500 280 42 73 16 2 12
$1501 - 1,750 22 38 4 16 2 9
$1,751 - 2,000 31 20 32 8 3 6
over 2,000 2068 77 115 38 7 29
Total 4,967 249 689 260 61 125

Type of Retirement?

1 Normal retirement for age, service or Rule of 78
2 Early retirement

3 Beneficiary payment, normal or early retirement
4 Beneficiary payment, service connected death
5 Service connected disability retirement

6 Non-Service connected disability retirement

7 Beneficiary payment, disability retirement

Oplion Selecled”

7 #1 #2 #3

0 22 36 63
38 58 203 173
19 82 229 226
12 114 183 185

5 119 135 167

4 130 131 168

5 131 142 133

0 110 138 122
13 869 1,320 1,058
96 1,635 2517 2,295

Option Selected”

1 Joint & 100% - beneficiary receives 100% of
member’s benefit

2 Joint & 50% - beneficiary receives 50% of
member’s benefit

3 10 Year Certain - beneficiary receives member's
unused benefit

AVERAGE AGE AND PENSION AT RETIREMENT

As of December 31, 2013

Slatus Average Age Average Pension
Members Only 67.9 $2,443.68
Members and Survivors 68.7 $2,235.96
Survivors Only 72.8 $1,162.14

Average Age al Relirement

56.52
N/A

N/A

79
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