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Proposal



Core Fixed Income Yields and Returns

Low fixed income yields signal low returns

Yields and Subsequent Returns for Int G/C

18.0
16.0
14.0
12.0

%

~

10.0 -
8.0

Percent

6.0 -
4.0 -
2.0

O-O T T T
Jul-80 Jul-90 Jul-00 Jul-10 Jul-20
Yield

5-Year Subsequent Annualized Return

Source: Refinitiv.
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Proposed Investment Policy Changes

= Goal

— Increase the probability of success (meeting assumed rate of return
over the long run) without taking a lot more risk

= Proposal

— Add 5% allocation to Private Infrastructure

* More than 40% of the institutional clients* served by our West Chester
office have invested or approved an allocation in private infrastructure,
with allocations ranging from 4-5%

= Options
— Lower Fixed Income by 3% and Equities by 2%

— Lower Fixed Income by 5%

*Includes only those clients large enough to make an allocation.
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Asset Allocation Targets

Current Option 1 Option 2

B | Us. Equities 49% 48% 49%
Non-U.S. Equities 16% 15% 16%
| | Core Real Estate 5% 5% 5%
B | Private Infrastructure - - 5%
U.S. Fixed Income 30% 27% 25%

6.2% 6.3% 6.4%

Avg. Annualized Net Return

Avg. Annualized Volatility 11.9% 11.8% 12.2%
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Private
Infrastructure



The “Backbone” of an Economy

The physical assets and networks necessary to operate a society - a
prerequisite for sustainable economic, industrial, and social growth &
development

Common attributes of infrastructure assets:
= Essential service to society

= Monopoly/quasi-monopoly

= Regulatory oversight

= Stable and predictable cash flows

= Inflation protection

]
MY MarquetteAssociates



Need for Infrastructure Investments

The need for infrastructure investments globally continues to drive

demand despite market downturn

BN Average Annual Infrastructure Need ($ Trillions)
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Infrastructure Sectors

Infrastructure assets are commonly defined by their physical characteristics
and grouped into two main categories: economic and social infrastructure

Economic Infrastructure

Social Infrastructure

Transportation Energy & Utility Communications

Airports Electricity Broadcast towers Municipalities
Bridges Gas Cable networks Universities
Rail Oil Mobile towers Schools
Roads Pipelines Satellite networks Hospitals
Seaports Water/wastewater

Tunnels Solar/wind
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Infrastructure Characteristics

Economic Infrastructure Assets

Throughput assets Regulated assets Contracted assets

= Derive income per usage = Derive income per usage = Operated by a contract between
»  Prices determined by *  Prices determined by operator and entity
operator/owner regulatory body = Contract determines pricing

. Asset owner typically has some system and identifiable revenues

pricing power protection )
. . ()
Ex: roads, airports, rail g Ex: utilities, water, gas ; Ex: schools, satellite networks, é
broadcast towers

Infrastructure Maturity States

Greenfield New construction or development

Grasnfisld vs: Brownfield

Brownfield Existing, established asset

Rehabilitated Brownfield = Redevelopment
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How to Invest in Infrastructure

Institutional investors can access infrastructure through a variety of
investment options

Private Vehicles/Unlisted Funds Public Vehicles/Listed Funds

= Open-end fund = Open-end fund
* Closed-end fund = Listed closed-end fund
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Infrastructure Unlisted vs Listed

Unlisted (Private) Infrastructure Listed (Public) Infrastructure

Advantages

= Greater opportunity set

= Direct investing

»  Control of asset more likely
Disadvantages

= Limited liquidity

= Potential lack of diversification and high
leverage

= High capital requirements

Advantages

=  Traded on an exchange

=  Transparent

= Liquid

Disadvantages

= Limited opportunity set

= Indirect exposure

= High regulatory parameters of assets

= Market volatility
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Attractive Investment Profile

Annualized performance
(common period 3Q07-2Q20)

s Private ", US. Equities Non-US. o Jincome COre Real
I Infrastructure* s, ~ > — Equities Estate
Annualized Return : 5.4% : 7.9% 1.6% 4.0% 4.4%
Annualized Risk (Std Dev.) * 8.1% S 183% 20.3% 2.9% 7.5%
Sharpe Ratio o067 & 0.43 0.08 1.38 0.59

Exhibit uses quarterly data. *Private Infrastructure represents the equal-weighted returns of the two largest open-ended core infrastructure funds

since the first inception date of the two (July 2007).
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Sources of Global Infrastructure Returns

A sustainable cash yield underpins the risk profile of an infrastructure
portfolio

Global core infrastructure returns
Rolling 4-quarter returns from income and capital appreciation
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Source: MSCI. Infrastructure returns represented by the “low risk” category of the MSCI Global Quarterly Infrastructure Asset Index. Data show rolling 1-year returns from
income and capital appreciation. The chart shows the full index history, beginning in the first quarter of 2009.
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Correlations

The asset class also provides key diversification relative to
traditional asset classes

(common period 3Q07-2Q20)

Private Infrastructure*

U.S. Equities

Non-U.S. Equities
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Exhibit uses quarterly data. *Private Infrastructure represents the equal-weighted returns of the two largest open-ended core infrastructure funds since the first inception date of

the two (July 2007).
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Infrastructure Benefits vs Risks

Infrastructure Benefits
= Growing opportunity set = Strong and consistent performance
= Stable predictable cash flows = Low correlation to other asset classes

= Potential hedge against inflation

Infrastructure Risks
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COVID-19 Impact

Least Vulnerable Medium Risk Highly Vulnerable
* Digital infrastructure * Liquid fuels storage o V::-Ium-bmnd transport assets
* Contracted infrastructure assels - * Intra-city toll roads {clnonis, Sect poxis)
e.g. contracted renewables, P3s . Usilit * Commodity-linked assets (U.S.
e midsiream - gathering and
processing)

= |Infrastructure is expected to be less sensitive to broader market and economic movements.
“Core” essential services, such as regulated utilities and long-term contracted assets, are
anticipated to hold-up well.

— Heat, water and electricity remain essential to daily life whether at home or at work, and in many cases regulated
businesses have an obligation to serve customers.

= Infrastructure strategies that are highly diversified and invest in core, yield-focused assets in
high income OECD geographies are expected to perform well on a relative basis.

= "“Core-plus” and “value-add” GDP-sensitive assets with volumetric and/or GDP exposures are
anticipated to be more affected on a relative basis.
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Example:
JP Morgan lIF



Overview

Long-term

Net Asset Value

Diversification

Guideline Midpoints

Team Alignment

Investment Queue

Founded in 2006; open-end structure

$12.4 billion

17 portfolio companies (541 assets)
in 22 countries & 11 subsectors

Regulated: 40%
Contracted/Power: 40%
GDP Sensitive: 20%

Team has considerable investment in the fund

Estimated 6-12 months

Source: JP Morgan.
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Portfolio Geography and Sub-Sectors

Portfolio Geography Portfolio Sub-Sectors

—_— Midstream Regulated
Canada, £, 2 9o Electric
4.0 Gas Gen. 'I 14 7%

6.6%

Australia,
5.0%

Requlated
5as
10.8%

U5 43.9%

Renewables

24 8% Regulated

/" \Water
5.9%

\ District

Heating

21 rl | 2.2%
: ; Storage :
Rail Leasing Airporis
4.7% 82% 10:6%

Westemn

Europe
31.5%

Sea Ports

UK 12.1%

Source: JP Morgan.

]
MY MarquetteAssociates

21



Portfolio Investments

SouthWest Water o
Company

Regulated water utiliies

100% control*

El Paso Electric
Electric utility
100% control

Distribution/Regulated (33.6%)
Summit Utilities 0

Southern Water
Services Regulated natural gas
Requlated water utilities distribution utilities
~39% control* 100% control
Nortegas 0 Varmevirden o
Gas distribution company District Heating
58.3% control 100% control

Sonnedix Power o

Holdings?
Global solar

100% control

(2

(Gas fired generation
100% control

Contracted/Power (34.2%)
North Sea v Ventient Energy? o
Midstream Partners Portfolio of wind farms
Natural gas transportation 100% control
50% controls

. @

Wind and solar
100% control*

GDP-Sensitive (32.2%)
Airports & Ports (10.9%)

Storage & Rail Leasing (21.3%)
Beacon Rail ° Koole Terminals o Nieuport Aviation Noatum Ports
Rolling stock leasing European liguid bulk storage Billy Bishop Airport Terminals operator
100% control 100% control 100% control* various control
BWC Terminals ° North Queensland
Liquid bulk storage ) Aiports
100% control Caims and Mackay Airports
66.1% control

Source: JP Morgan.

22

]
MY MarquetteAssociates



2019 & 2020 YTD Select Transaction Activity

North Sea Midstream ENW Divestiture Contanda Terminals El Paso Electric

NSMF is a leading independent North = InQ3, IIF and First State Investments Diversified liquid bulk storage = E| Paso Electric Company ("EPE"), a
Sea midstream infrastructure closed on the agreement to sell 50% business vertically integrated electric utility in
husiness of their combined stake = Control 100% Texas and New Mexico.
= Shared control = In Q4, closed on sale of remaining = In Q4 2019, closed on acquisition = In Q2-2019, entered into a definitive
= Closed in Q1 2019 stake agreement to purchase EPE. Closed
in July 2020
RO g -
NSMP ‘electricity {o) Contanda
INSMF north west— - oMoy
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Increased ownership  Acquired 48% ofa 1 Three water Acquired a U.S. non-  [IF ncreasad its Acquired remaining Acqmred 10 G12I]ﬂ 260 MW of projects  Acquired 51% of 1??M\'|'cl'prqec13 Signed an
to 100% W portfolio of treatment plants that  asset based provider ownership to 100%  51% ofa 1 GW in Spain, 2486 MW of dlsmdhea‘hng in ltaly and 5.5 MW agreement for the
El.lop-em onshore ﬂ.pplylhecnyof of end-to-end portfiolio C-D{as Rai projects in ltaly and a netwerks in Dala of projects in Japan  acquisition of Mi
wind farms Seminole, Texas. logistics. 50 MW project in Energi Varme AB Pacolet Milliken
Spain and Ridtvik Energi Utilities
AB
m m
Acquired B5% of the 27 MW project n Acauisiions of 4.0 Eﬁg‘”!':;&d the Mankaio
Class A tax equity Japan, a 53 MW MY in Japan & 7.8 {"Mankato'}, 2 720 MW
interests portfolic in France MW in ltaly Fred plant in
and 5 MW in laly ﬁn m:‘“""e'

Source: JP Morgan.
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Historical Return and Yield Summary

Long-term results and projections reflect the diversity and long-term
business plans of the underlying portfolio companies

Annualized Returns for Period Ended June 30, 2020

; Quarter One Year Three Year Five Year Ten Year Inception 5-yr Vol.
Since July 1=t 2007

Gross Asset Performance (Local Currency) 2.3% 6.9% 9.4% 8.9% 8.9% 8.2%
Net Total Return Local Currency 1.8% 5.9% 1.7% 7.1% 6.6% 5.8% 1.5%
Net Total USD Unhedged Return 3.2% 4.6% 6.8% 5.7% 5.8% 3.4% 4.2%
Cash Yield (Distributions / NAV) 1.6% 11.3% 9.2% 7.9% 6.7% 5.8%

Source: JP Morgan.
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Key Terms

Min Investment $2.5M*
Subscriptions/ Quarterly/
Redemptions Semi-annual
Distributions Quarterly

(can receive as cash or reinvest)

US$ hedged and

CUMERE] NEC e unhedged available

Lock-up ey sronfers
Management Fees 0.95%

Incentive Fees 15% over 7% per year, capped at 10%

*Stated minimums is $10.0M.
**Redemptions made prior to the fourth anniversary of the final drawdown of an Investor’s Commitment subject to a 4% repurchase discount .
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Disclosures

The sources of information used in this report are believed to be reliable. Marquette
Associates, Inc. has not independently verified all of the information and its accuracy cannot
be guaranteed. Opinions, estimates, projections and comments constitute our judgment
and are subject to change without notice. References to specific securities are for
illustrative purposes only and do not constitute recommendations. Past performance does
not guarantee future results.

About Marquette Associates

Marquette Associates is an independent investment consulting firm that guides institutional
investment programs with a focused three-point approach and careful research. For more
than 30 years Marquette has served this mission in close collaboration with clients —
enabling institutions to be more effective investment stewards. Marquette is a completely
independent and 100% employee-owned consultancy founded with the sole purpose of
advising institutions. For more information, please visit www.marquetteassociates.com.
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