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S Executive Summary

e Real Assets (as opposed to unreal assets?) contribute to the FCERA portfolio as an
inflation hedge, and source of “carry” or yield
* In 2019, real assets delivered both carry and appreciation
* The FCERA real estate portfolio: $251mil at 12/31/19, 1 year return of 6.4%
* The FCERA infrastructure portfolio: $165mil at 12/31/19, 1 year return of 14.6%
e Late in a business cycle, not all real assets are the same
e Potential Market dislocations (nobody knows)
e Transactions may slow or freeze
e Occupancy may be affected
e Rental income may stall and/or reverse
* Property prices may rise with lower rates (or fall due to uncertainty)
e The Board recently agreed to add to real estate, and a small bit to infrastructure
e Staff recommends adding another diversified and conservative RE manager
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Real Estate and Real Assets
The Role in the Portfolio

e Inflation hedge
e Source of income (aka “carry”): operating income + growth
e Appreciation potential: properties increase in value over time
e Annuity-like characteristics
e Low correlation with other assets: (Commercial RE)
e Correlation to Equities: 0.15
e Correlation to Bonds: -0.16
e Correlation to REIT’s: 0.17




;. FCERA = Real Asset Types

e Gold
e Real Estate
e Commercial
e Residential
 Farmland and Crops
e Commodities: oil, metals, ag products
e Infrastructure (ports, bridges, toll roads, pipelines,
perhaps certain utilities)




Real Assets Performance

Portfolio construction continues to be key in constructing a real assets portfolio given
the variance of sector performance
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Real Estate Market Distinctions
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e Commercial vs. Residential
e Debt vs. Equity: most real estate investments involve both
 Open-end vs. Closed-end funds (think liquidity)
e Direct (you own the building) vs. Indirect (a share in a fund)
Property Type

e Retail

e Office

e Industrial

e Multi-Family

 “Buyland, they’re not making it any more” —Mark Twain




FCERA ;_ The Big Picture

J el estate market remains healthy. with lste-cycle risk indicators in check
= Beal estate fundamentals hawve been stable with continued rent growth and absorption fueled by household formation, growth in
absclute employment numbers, year-over-year wage increases and GDP growth
= Primary and secondary markets with job growth related to science, technology, education and media are expected to remain as
the stromgest real estate markets
= Caprates are at all time lows and are expected to remain low given historically low financing costs and strong investor appetite

I Income is in the driver's seat, while appreciation is becoming increasingly more elusive
= Properies with low CapEx needs that produce durable distributable cash flows which are less susceptible to economic volatiliny
are favored

= Thee MNCREIF Property Index has shown a steady decline in returmis coming from property appreciation leading managers to reduce
total return expectations and reduce exposure to assets with little to no income

= Sawvy investors can produce meaningful valuation increases through the repositicning of underutilized assets. Bepositioning
strategies include development of excess larmd or parkimg, the introduction of improved amenities, and improved more responsive
managemernit

I Waluations lock “full®, althcugh yields look attractive on a relative basis

= Most property types have benefited from high occupancy, growing rents and relatively low debt service costs, leading to attractive
cash on cash returns

= Caprate spreads are at post-GFC lows, however remain significanthy abowve pricr recessionary pericds of 1989 and 2007

= The use of leverage remains conservative and has mot risen © pre-CFC levels when LTVs often exceedad 75%

I Fundamental shifts in the way people live and work are having significant impacts on demand for real estate

= E-commerce sales continue to grow leading to the well documented divergent pathis of industrizl and retail properties

= The lack of single family affordability in certaim markets is negatively affecting employers ability to recruit talent and producing
demand for moderately priced rental housing

= Traffic congestion and truck pollution are growing concerns that are directly tied to Industrial supply growsth and have become
issues that we believe could turn local municipalities against isswing building permits for indiesi=l remnestjas on a3 go-forward
basis

Hamilon Lane | Global Leader in the Frivate Markets
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I Core

Pros

= Consstent demand for
high guality, stabiliz=d
assets

= AcCTive managers are
able to rotate exposurs
acnoss sectors and
markets to maintain
SCCcretive exposura

= Trophy assets typicalby
mairtain valkee in
challenged market
ervircnments

Cons

= Compressed entry
yields driving returns
to historical norms, as
appreciaticn
moderates m & late-
oycle ervircemement

=~ Exposure to lange.
underpesrforming retail
has b=en a drag on
returns

Risk-Profile Overview

I Core Plus

= Coredive exposure
with attractive cash on
cash returns resulting
from enhamced
leverage and modess
walue-add initiatives

=  Wider cpporunity ==t
giwen the secior's
ability 1o m@ke lease-up
risk and engags in lighz
renovation

= Aggressive fundraising
from new entrants

=  Competition from both
walue sdd and core
IMansgers

=  Higher leverage levels
in the sector can
prchibit LPs from
inwesting

Hamillcn Lane | Global Lesder in the Prvote Markets
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I Walue-add

= Aty to proactiesly
manufaciure refurns
through physical
renowvation

= Pent growth
opporiunities exist m
Cla=s BSC properties
that offer a similar
locaticn and amenities
to Class A

= Core and Core-Plus
Mansgers comtimee to
be @ reliable buyer of
refurbished properties

= |mcreased lalbor amd
materials costs has
been a headwind on
rebunms

= Highly comps=titive
ermvircnment betweaean
instibuticnal amed
privaie investors has
driven up pricing

I Opporunistic

= Large funds may be
able to acquire
attractively priced
portdfolics at wholesale
prices

= Distressed single-
assel opportunities
exist, alkhough are
largely elusive in the
carent market

= Higher leverags

= Lower cash flow

= Courterparty risk

= Strategies tend o
imtroducs higher levels
of FX risk

I Debt

Diefensive

characten stics with
eqguity abscrbing first
lo=s

Attractive relative
returms in a late cycle
Ennironment
Flexdbility o chooss
appropriate risk kewvel

Capred upside i
traditicnal debt
Competitive
origination
Ennironmenst
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Normalized As Of 12/31/2014
Last Price

M FNERTR Index 149.86

M SPX Index 156.92

2019

09-Mar-2020 14:45:45

20 Bloomberg Finance LP.

2015 _ 2016
FNERTR Indexx (FTSE MARELIT All Bguity REITS Total Retwrn Index) Daily 3
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Real Estate Fundamentals

Transaction Volume
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Effective Rent Growth
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- 2019 transaction volume on pace to reach new all-
timme highs. Pricing is strongly correlated 1o liquidity

- rMultifamily continued 1o comprise the largest
proportion of transaction volume

- Industrial transaction volume grew 34% year-over-
year, demonstrating continued interest in the space

- Cap rates continue to edge down for most propery
types with the exception of retail

- At a national level, rent growth remains positive

across property types, with industrial and
mubltifarmily leading the way
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- Industrial continued its streak of cutperdfiormance in 2079, while retail remained challenged
- Assessing property type returns and risks ower an extend period (40 years) provides some imteresting observations:
— Aparmments and industrial properies hawve generated the highest historical risk-adjusted returms (highest Sharpe atic)
— Aparmments, retail and industrial have historically been top-performing sectors, with industrial returns guite notably decoupling
from economic growth as e-commerce drives absorpton

—  Hotsl and office assets have historically underperformed, whiile exhibiting higher volatility: largely a function of cyclical
exposure and elevated ongoing capital reguirements

Hamillon Lanes | Global Leader in the Private Barkets
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FCERA : Real Estate considerations

e Investment Term? evergreen vs. closed fund

e Loan to Value? related to leverage and risk

e Cap rate? NOI vs. market value

 Mix by Type? office, industrial, retail, multifamily

 Mix by geography ?

e Vacancy/Occupancy ?

e Economic conditions? in/out migration, employment, housing

3/18/2020 13




| m _ Current Investment: Invesco Core
High quality, conservative, US, diversified by
> FCERA -

% & property type and by market

2ey Wt
e Fundamentals
As of December 31, 2019 Invesco

Growing income
MNet operating income growth - core portfolio only R
m2020 Budget1 = 2019 Actual = #% 2020 Budget - Adjusted = ICRE’s Core Portfolio
delivered robust NOI growth

of 6.9% in 2019.
= 2020 Budgeted NOI Growth

Apartment
is 5.7% when adjusting for
alendar year free rent
Industrial abatements associated with
the successful releasing of
three top 20 tenants in the
Eoee Fund.
Office -0-1% [z
Retail
Core
portfolio
-5% 0% 5% 10% 15% 20% 25%

Source: Invesco Real Estate intemal reporting

1 Represents the pool of core properties held as of December 31, 2019, including Manage-to-Core assets that migrated to Core in 2019, Excluding recently migrated to Core
assets, NOI growth for 2020 is 2.9%._

2 Represents the pool of core properties held as of December 31, 2018, including Manage-to-Core assets that migrated to Core in 2015, Excluding recently migrated to Core

assets, NOI growth for 2019 was 3.6%. This excludes 2019 dispositions.
3 Excludes free rent on signed leases with Williams Companies (Williams Tower), Reed Smith (101 Second) and Car Gurus (55 Cambridge).

18
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: FCERA : Invesco Core has 135 investors, and assets
%, & valued at $10.7B
Fundamentals
As of December 31, 2019 Invesco

Durable income

Commercial lease rollover (as % of total base rental revenue) = 34% of Fund revenue is
Durabl —reliable i i
urable revenue — reliable income - Industrial - Office u Retail derived from the )
— apartment portfolio — low
volatility sector
20%

= Top 10 tenants have a
15% WARLT > 11.7 years
10% = Percent of revenue for
largest tenant is 1.5%

5%
J l . . l . = Favorable lease
2021 2022 2023

expiration schedule

vacant | 2020 2024 2025 2026 | Thereafter
Total portfolio leased Q4 19
Apartment 95.3%
Industrial 99.0%
Office 93.5%
Retail 93.5%
Oter 93.0% All types of RE,
Core portfolio 94.9%
Manage-to-core portfolio 61.4% -
Total portfolio 93.1% g with gOOd

occupancy

Source: Invesco Real Estate analysis of underlying contractual lease expirations as of December 31, 2019
17
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Valuation Summary
As of December 31, 2019

Lower cap rate but
higher growth than
the avg fund

Invesco

Year 1 Stabilized
NOI yield 1) NOI yield (M

Change from

o - 0.03% 0.03%

Core portfolio - unleveraged valuation metrig”

10 year Year 10
discount 5 year ayerage

exit cap
NOY yield (1 rate

a.01% 0.01% -0.01% -0_13%

Stabilized NOI yield
that is near-term and
largely contractual

Materially below
ODCE on “big box™
retail and suburban
office

Virtually no change in
valuation yields over
last 3 years

Contract Rents v Market Rents'

Property type % Below Market

Industrial -10%
Office -17%
Retail -9%
Total core commercial porifolio -13%

Source: Invesco Real Estate. Mote: Figures abowve are core portfolio numbers only and are unleveraged metrics.
{1} Yields include market real estate taxes. (2) Based on Altus 3™ party data as of December 31, 2019

20

Commercial rents
that are materially
below marketi2
provide embedded
revenue growth

3/18/2020
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Note: FCERA also has
S30mil committed to Value

Add V

Strong absolute and relative performance across multiple market cycles.

Performance (gross and net)
As of December 31, 2019

Invesco Core Real Estate

Invesco

Annualized Performance (%)

:
:

Since

inception

Total Return (%)
ICRE — Gross

MNFI-ODCE — CW Gross

ICRE — Net
MNFI-ODCE — CW Net

Seven years
1066
1047

9.80
917

B8.2T
T.B4
T.45
B.85

This chart reflects the fund perfformance of the Invesco Core Real Estate-U.S A | LP. The fund inception date is September 30, 2004. Retums for less than one year are not

annualized.
More complete information about the Composite’s construction and performance and the Global Investment Perfformance (GIPSE) compliant presentation of the Invesco MNorth
American Direct Real Estate Composite can be found in the appendix. A complete list of composites and performance results is available upon request. Past perfformance is not a

guarantee of future results.
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%&_FBERA%ﬁ Current Investment: Kennedy-Wilson
Value-Add

e 2 Funds, V (S500mil total) and VI (S750mil total)

e Total FCERA commitment: S30mil + S30mil = S60mil

* Total FCERA contributions: $28mil + $19mil = S47mil

* IRR for both funds has been running around 20%

e Portfolio consists of mixture multi-family, office, industrial and a bit of

retail, focused on Western US

e Comments from the company, Re: recent developments
*We continue to pay a dividend from our funds, and do not expect that to change
*Both funds have been positioned in a conservative mannet, comprised of high quality assets
backed by good credit tenants in well located areas
*We believe we were early in positioning Fund V in a defensive way when constructing the
portfolio in 2014-2016, and Fund VI was, and will continue to be, constructed in the same
manner.

*We believe our assets will continue to hold up well in a turbulent market due to the conservative
nature of the portfolio construction process

3/18/2020 18




EXECUTIVE SUMMARY

Fund V Snapshot

Projected Distribution of $2m in 1Q2020

KENNEDY WILSON

* When fully allocated

3/18/2020

Overview

$500 million U.S. value-add fund

* Acquired 21 assets totaling over $1.1 billion

Over 9.5% cash dividend (TTM):

*  82% of contributed capital returned with 56%
of assets of the portfolio yet to be realized

* 11 realizations generated a 29% IRR/1.9x
MOIC

Portfolio Allocation*

2%
\ ® Multifamily
3% \ = Office
Residential

® Retail

= Hotel

Student Housing

First Close: September 2014
Final Close: February 2016
Investment Period Ended: September 2017
Projected End of Life: 2022 (8yr. life)
Targeted Gross IRR / N

MOIC: Over 15% / 1.6x

Debt/Fair Value Equity

= Debt

m Fair Value
Equity

$millions




EXECUTIVE SUMMARY

Fund VI Snapshot

15t dividend paid $17.7m in January 2020
Annualized Dividend of 5.6%*

Overview

$775 million U.S. value-add fund

* To date, acquired 12 assets to date totaling over
$800 million

Projected 9.7% levered yield on current investments

(TT™)

* 60% called
* 1° dividend paid $17.7 in January 2020

Portfolio Allocation™*

m Office

Multifamily

Other

KENNEDY WILSON

* Based on the projected annualized 1Q2020 distribution
#* When fully allocated

3/18/2020

First Close: June 2017

Final Close: December 2019
Investment Period Ended: November 2020
Projected End of Life: 2024 (8yr. life)
Targeted Gross IRR /

0
MOIC: Over 13% / 1.6x

Debt/Fair Value Equity

Debt

m Fair Value
Equity

$millions




IFM Infrastructure

e |IFM: $S42B AUM, 33 portfolio companies, 60 Board seats, Global Footprint
* FCERA isinvested in a $23B fund with 16 portfolio companies

e Industries include: energy, utilities, transportation, specialty

e Open ended fund, large enough to take big bite, S500mil-S1.5B deals

* Investments: toll roads, oil pipelines, ports, utilities, airports

e Recent Acquisition: Buckeye Partners, midstream oil & gas

e 2019 Performance: +16.4%
e FCERA ownership: $165mil, with $21mil committed, and plans to add $5-10mil

3/18/2020
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= FCERA . . .
4 Potential Board Considerations For Real Assets
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What will complement existing real estate allocations?

Public (REIT’s) or Private?
Which geography?

Which type? office, multifamily, retail, industrial, specialty (e.g. data centers)
Which structure? core, value add, opportunistic, closed or open end

R
22
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Recommendations

et ™o Stay Active — Passive strategies are not nimble or broadly

representative

e Stay Simple — Core Real Estate. Value Add and Opportunistic add
too much risk in this environment

e Stay Private — REIT’s are liquid and do well over time, but they do
not offer diversification from public equities

e Stay Diversified by Type — office, industrial, retail, multifamily

e Stay Diversified Geographically — A focus on Silicon Valley or New
York or Florida is ill advised

e Stay conservative — low LTV, high cap rate, good growth potential,
long track record of good returns

* Find one new manager for the additional RE allocation

3/18/2020 23
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