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Strategic Investment Policy
The Strategic Investment Policy of the Dallas Police and Fire Pension System (“the System”) provides the 
framework for management of the System’s assets.  It has been designed to allow sufficient flexibility in 
the management process to capture investment opportunities as they may occur, yet provide reasonable 
parameters to ensure prudence and care in the execution of the investment program.

It is essential that the value added by the System’s investment management be appropriate not only to 
meet inflationary effects, but also to provide additional returns above inflation to meet the investment 
goals of the System.  Meeting the System’s investment goals finances an optimal package of retirement 
benefits for Dallas police officers and firefighters and maximizes the utilization of the members’ contribu-
tions and the tax dollars of the citizens of Dallas. The System’s Strategic Investment Policy is published 
on the System’s website at www.dpfp.org.

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

	1.  The overall goal of the System is to provide benefits, as anticipated under the pension plan, to its par-
ticipants and their beneficiaries through a carefully planned and executed investment program.

	2.  The System seeks to produce the highest return on investment that is consistent with levels of 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. 

	3.  The pension investment program shall at all times comply with existing and future applicable state and 
federal regulations.
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GENERAL INVESTMENT MANAGER GUIDELINES
Investment management for the System is provided by external investment managers and operators.  Each 
investment manager operates under a set of guidelines specific to the strategic role its portfolio is to fulfill 
in the overall investment structure. Individual managers are evaluated according to benchmarks that re-
flect the objectives and characteristics of the strategic role their managed portfolio is to fulfill.

STRATEGIC ASSET ALLOCATION POLICY
In order to achieve maximum returns, the policy of the Board of Trustees (“the Board”) is to diversify be-
tween various investment types as deemed suitable.

The Board has adopted an asset allocation policy with the following primary asset groups, Global Equity 
(Public equity and Private equity), Global Natural Resources, Global Fixed Income (Public Fixed Income 
and Private Fixed Income), Global Asset Allocation, and Real Estate, as shown in the chart below:

An asset allocation review is conducted monthly by the Board and staff.  This comparison is developed 
from the month end asset valuation obtained from the System’s custodian. If the comparison reveals that 
an account is outside the designated range, as specified in the Investment Implementation Policy, the 
Board may direct the Administrator to effect a reallocation of assets by month end to achieve the target 
allocation.

(* Percentage does not add to 100% due to rounding)
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INVESTMENT HIGHLIGHTS
Calendar year 2009 was a good year for global investors. The broad US stock market as measured by the 
S&P 500 index returned about 26.4%. International markets increased about 35% as the credit crisis and 
economic distress eased worldwide. The energy sector, which was one of the hardest hit sectors in 2008, 
recovered by returning almost 42% in 2009.  Every sector or asset class was positive for the year 2009 
except for real estate as evidenced by the NCRIEF Property Index that returned (16.9)%.  The System 
benefited from the rebound in the public markets as the portfolio returned 15.7% in 2009 and year end as-
sets were valued at $2.87 billion.

The System maintained its long-term perspective in 2009. The System continues to rank among the best 
performing public pension plans in the nation, and was ranked in the top 20% over five-years among 
public funds as determined by NEPC, the System’s investment consultant. The System’s use of multiple 
investment strategies, asset diversification, and asset rebalancing, has served us well over many market 
cycles and will continue to help the System to continue to achieve its financial goals in the future. For a 
more detailed comparison, see “Rates of Return by Asset Class” below.

Rates of Return by Asset Class

Asset Class 2009 Return Benchmark Return Benchmark 
Global Equity 30.5% 34.6% MSCI ACWI
Global Natural Resources 44.3% Not Applicable
Global Fixed Income 37.9% 6.9% BC Global Aggregate
Global Asset Allocation (GAA) 15.5% 6.2% T-Bill +600BPS
Global Real Estate -5.7% -10.9% Townsend Group Stylized Index
Cash Equivalent 0.5% 0.3% T-Bill
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Global Equity Portfolio  
The System’s Global Equity portfolio represents 36.9% of System’s total market value, of which 21.7% 
represents public equity. During 2009, the System hired Walter Scott & Partners and Tradewinds Global 
Investors to manage new global equity mandates. 

The S&P 500 Index, a measure of domestic equities, returned 26.4%, while the System’s Global Public 
Equity portfolio appreciated by 30.5%, with a year-end market value of approximately $606 million.

The System’s Global Private Equity portfolio represents approximately 15.2% of the System’s total in-
vestment portfolio. The annualized rate of return of the private equity portfolio was 10.4 % at year-end. 
Among the investments which performed well for 2009, Lone Star Growth Capital returned 46.7% and 
Lone Star CRA Fund returned 58.7%, while Levine Leichtman Deep Value Fund returned 96.6%. Private 
equity investments made during 2009 include commitments to NTE Mobility Partners, LBJ Infrastructure 
Group, and JP Morgan Global Maritime Investment Fund. The System’s investment objective is to seek a 
combination of income and capital appreciation.

The System’s public real estate portfolio consisting of investments in Real Estate Investment Trusts 
(REITs) recovered the most in 2009 returning 37.5% net of fees. As of the end of 2009, the System’s pub-
lic real estate portfolio has an ending market value of approximately $44 million. 

Global Equity - Target Allocation 27%

Global Equity - Target Allocation 27%

OFI 3 0%

Global Value 6%
Global Growth 6%

Pyramis 8 0%

OFI 3.0%
Walter Scott 3.0%AllianceBernstein 3.0% 

Tradewinds 3.0% Global Core 8%

Pyramis 8.0%

Eagle 5.0% RREEF 2.0%

Global REITS 2%
Small Cap US 5%
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Top Ten Global Equity Holdings

Top Ten Equity Holdings 
Security Description  Market Value 
HSBC HLDGS  $6,014,902.87 
NESTLE SA $5,463,119.71 
ROYAL DUTCH SHELL $4,416,863.51 
TRANSOCEAN LTD $4,320,504.00 
TOTAL S.A $4,076,814.41 
ROCHE HLDG AG GENUSSCHEINE $4,072,607.89 
SIEMENS AG $4,061,674.26 
SCHLUMBERGER $4,034,278.20 
MICROSOFT CORP $3,994,952.25 
TESCO ORD $3,990,636.84 

Top Ten Fixed Income Holdings 
Security Description  Market Value 
FREEPORT-MCMORAN COPPER & GOLD INC 8.375% BDS      $9,764,453.13 
NEW SOUTH WALES TREASURY CORP 5.5% GTD GBL EXCH    $5,666,367.22 
LUCENT TECHNOLOGIE 6.45% DEB 15/MAR/2029 USD1000   $5,229,773.98 
POLAND(REPUBLIC OF) 5.25% BDS 25/OCT/2017 PLN1000  $5,126,973.86 
BORDEN INC 7.875% DEBS 15/FEB/2023 USD1000         $4,593,847.50 
AES CORP 8.375% SNR SUB NTS 01/MAR/2011 GBP1000    $4,536,072.99 
BRAZIL(FED REP OF) 10.25% SNR BDS 10/JAN/2028 BRL  $4,170,301.93 
TOYS R US 7.375% 15/OCT/2018 USD1000               $3,950,267.29 
DENBURY RESOURCES INC 7.50 15/DEC/2015             $3,940,280.83 
PLAINS EXPLORATION & PRODUCTION CO 7% SNR NTS      $3,669,380.44 

The table above reflects the global nature of on the portfolio.  
Nine of the ten holdings are non-U.S. based companies.

Dallas Police and Fire Pension System named Top Mid-sized 
Public Pension Plan by Money Management Letter (MML)

Board and Staff Members, left to right: Richard Wachsman, Rector McCollum, Don Rohan, George 
Tomasovic, David Neumann, Richard Tettamant, Steve Shaw, Sheffie Kadane, Gerald Brown, Steve 

Umlor, Ann Margolin, John Mays, Jerry Allen, Mike Taylor, Rick Salinas and Brian Blake.
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Global Natural Resources
Global Natural Resources allocation represent the System’s continuing commitment to natural resources 
and includes energy, farmland, timberland, and alternative energy investments.

The System’s timber and farmland holdings continued to outperform their respective benchmarks. The 
timber portfolio is managed by Forest Investment Associates and RMK Timberland Group. As of the year 
ending 2009, timber investments had a market value of approximately $84.6 million with a one year re-
turn of (10.6)%. Longer term performance for the timber portfolio has provided 8.7% and 11.0% for the 
three year, and five year periods ending December 31, 2009. The System’s farmland holdings managed by 
the Hancock Agricultural Investment Group has a market value of approximately $78.0 million and has 
an impressive annualized return of 21.6% over a five year period. The crops include apples, cranberries, 
almonds, pistachios, walnuts, macadamia nuts and wine grapes. The 2009 return for Sustainable Asset 
Management (SAM) was 40.5%. 

Global Fixed Income Portfolio
The System’s Global Fixed Income investments represent approximately 20.2 % of the total portfolio and 
returned 37.9% for the year. While the global high quality fixed income market had a moderate return of 
6.9% for the year, the global high yield and opportunistic fixed income market outperformed the market, 
including the high yield account managed by W. R. Huff Asset Management that returned 48.8% and the 
Ashmore Emerging Market Debt Fund that returned 24.2% for the year. Among the global fixed income 
managers, Loomis Sayles returned an impressive 70.5% for the Fund and outperformed their bench-
mark—the 70% Merrill Lynch High Yield / 30% JP Morgan EMD—by 23.3%.

Global Natural Resources – Target Allocation 10%

Agricultural 1.8%Energy 2.6%

Hancock 1.8%Energy Opp 1.3%
Mitchell 1.3%

RMK 1.6%
FIA 1.6%

RCM 1.2%, SAM 1.2% 
Hudson< 1.0%

Green Technology 2.4% Timber 3.2%

Global Natural Resources - Target Allocation 10%
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Top Ten Fixed Income Holdings

Top Ten Equity Holdings 
Security Description  Market Value 
HSBC HLDGS  $6,014,902.87 
NESTLE SA $5,463,119.71 
ROYAL DUTCH SHELL $4,416,863.51 
TRANSOCEAN LTD $4,320,504.00 
TOTAL S.A $4,076,814.41 
ROCHE HLDG AG GENUSSCHEINE $4,072,607.89 
SIEMENS AG $4,061,674.26 
SCHLUMBERGER $4,034,278.20 
MICROSOFT CORP $3,994,952.25 
TESCO ORD $3,990,636.84 

Top Ten Fixed Income Holdings 
Security Description  Market Value 
FREEPORT-MCMORAN COPPER & GOLD INC 8.375% BDS      $9,764,453.13 
NEW SOUTH WALES TREASURY CORP 5.5% GTD GBL EXCH    $5,666,367.22 
LUCENT TECHNOLOGIE 6.45% DEB 15/MAR/2029 USD1000   $5,229,773.98 
POLAND(REPUBLIC OF) 5.25% BDS 25/OCT/2017 PLN1000  $5,126,973.86 
BORDEN INC 7.875% DEBS 15/FEB/2023 USD1000         $4,593,847.50 
AES CORP 8.375% SNR SUB NTS 01/MAR/2011 GBP1000    $4,536,072.99 
BRAZIL(FED REP OF) 10.25% SNR BDS 10/JAN/2028 BRL  $4,170,301.93 
TOYS R US 7.375% 15/OCT/2018 USD1000               $3,950,267.29 
DENBURY RESOURCES INC 7.50 15/DEC/2015             $3,940,280.83 
PLAINS EXPLORATION & PRODUCTION CO 7% SNR NTS      $3,669,380.44 

The table above reports our top ten investment holdings in the fixed income asset class.

Global Fixed Income - Target Allocation 20%

Global Fixed Income – Target Allocation 20% 

Loomis Sayles 5.0%
W.R.Huff 3.0%

High Yield 3% Opportunistic 5%

Brandywine 2.5%
Mondrian 2.5%

Investment Grade 5%

Senior Bank Loans 2% Highland Capital 3% 

Oaktree 2.0 Crusader 2.0%
Credit Opps 1.0%

Emerging Market
D bt 2%

Ashmore 2.0%

Debt 2%
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Global Asset Allocation Portfolio
The System’s Global Asset Allocation (GAA) portfolio represents approximately 6.7% of the System’s 
market value with a return of 15.5% for the year.  Prior to year-end December 31, 2009, the System funded 
Putnam Total Return Trust and Robeco Transtrend Diversified Fund, LLC in the GAA category, each with 
a 1.5% allocation.  Among the three Global Asset Allocation Managers, Mellon Capital Management re-
turned 19.0%, while Bridgewater All-Weather and GMO returned 11.3% and 14.1% for the year, respec-
tively. 

Real Estate Portfolio
The System’s private real estate portfolio is diversified by the type and location of the real estate assets 
owned. The portfolio consists of retail, industrial, multi-family, office, and undeveloped land. The loca-
tion of the private assets covers the United States. International locations of the System’s private real es-
tate investments include Paris, France and the Bahamas.

The performance history for the System’s private real estate is impressive albeit with a difficult 2009, 
having returned net annualized numbers of 9.7 %, and 8.4%, respectively, for five years and since incep-
tion (1982) through 2009. The System’s real estate portfolio has consistently outperformed the weighted 
benchmark, and was ranked number one over five years among all Townsend clients. (The Townsend 
Group is the System’s Real Estate Consultant.)

Global Asset Allocation - Target Allocation 10%
Global Asset Allocation – Target Allocation 10% 

Global Tactical
Allocators 3% Managed Futures 2%

GMO 3.0% Transtrend 2.0%

Bridgewater 2.0%
Putnam 1.5%Mellon 1.5% 

Absolute Return 1.5% Risk Parity 3.5%
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INFLATION

Inflation as measured by the Consumer Price Index for all Urban Consumers (CPI-U) decline 0.4% for the 
year 2009 according to the U.S. Department of Labor.
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