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Date:  March 22, 2010 
 
To:  Board of Trustees 
 
From: Tony Petruzzi - Executive Secretary 
 Carl Nelson – Deputy Executive Secretary 
 
 
Agenda Item Number 10: Asset Manager Report – Pyramis 
 
 
Representatives from Pyramis Global Advisors (manager of the FREG closed end real 
estate funds held by the Pension Trust) will be present at the meeting for their annual due 
diligence investment review and discussion.  Handout materials will accompany their 
presentation and will be available at the meeting.  
 

Board of Trustees
San Luis Obispo County Pension Trust

1000 Mill Street 
San Luis Obispo, CA 93408 
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Date:  March 22, 2010 
 
To:  Board of Trustees 
 
From: Tony Petruzzi - Executive Secretary 
 Carl Nelson – Deputy Executive Secretary 
 
 
Agenda Item Number 11: Asset Manager Report – JP Morgan 
 
 
Representatives from JP Morgan Asset Management (manager of the open end real estate 
fund investment of the Pension Trust) will be present at the meeting for their annual due 
diligence investment review and discussion.  Handout materials will accompany their 
presentation and will be available at the meeting.  
 

Board of Trustees
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1000 Mill Street 
San Luis Obispo, CA 93408 
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Brian E. Ralph, Vice President
415-315-5642, brian.ralph@jpmorgan.com
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Today’s presenter

Ann E. Cole, vice president, is a member of the JPMorgan Asset Management - Real Estate Marketing and Client Relations Group.  
Prior to joining the marketing Client team, Ann has held various positions in the Asset Management group including Sector Head of 
our Office/Industrial East and West regions. Ann has extensive real estate experience with the acquisition, asset management, 
development and disposition of institutional quality real estate.  An employee since 1986, Ann joined the firm as a member of JPM’s
Audit-Plus Training Program and moved to the Real Estate Group in 1989.  Ann has a B.B.A. in accounting from Pace University, 
holds the NASD Series 7 and 63 licenses, is an active participant in NAREIM and a member of PREA.

Brian Ralph, vice president,is a client advisor responsible for covering institutional clients for the West Region.  An employee since 
2002, Brian is responsible for institutional client service and sales in the Western U.S. for corporations, public funds, and endowments 
and foundations.  Before assuming that role in 2006, he worked as a banker for high net worth clients and a regional wholesaler. Prior 
to joining the firm, Brian worked as an investment research analyst for Crowell Weedon and Co. in California and played minor league 
baseball for more than three years for the Chicago Cubs and Los Angeles Dodgers. He earned a B.A. in sociology and economics 
from Harvard University and holds FINRA Series 3, 6, 7, and 63 licenses.
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Investment review
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J.P. Morgan Asset Management – Global Real Assets Overview









23STRICTLY PRIVATE & CONFIDENTIAL

Strategic Property Fund is core real estate

These examples represent some of the investments of the Fund.  However, you should not assume that these types of investments will be available to or, if available, will be 
selected for investment by the Fund in the future. 

Office – Crescent Office Building, Dallas, TX

Multi-Family - Pine Creek Ranch Apartments, Houston, TX

Retail - University Town Center, San Diego, CA

Industrial - Big 5 Distribution Center, Riverside, CA
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Strategic Property Fund: Consistent investment strategy

Focus on attractive stabilized investments with high 
quality physical improvements

Excellent location factors, with dominant 
competitive market positions

Stronger growth demographics

Minimal new development (pure core)

High quality income stream

Investment characteristics 

Total return target NPI + 100bps; income driven

Holding period 5-10 years

Portfolio leverage 25% to 30% total portfolio

Operating cash target 1% to 3% of total net 
asset value

Risk and return expectations

Park Place at Bay Meadows, San Mateo, CA

The manager seeks to achieve the stated objectives. There can be no guarantee those objectives will be met
Century Plaza Towers and 2000 AOS, Los Angeles, CA
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Strategic Property Fund: A large, well-diversified investment portfolio

Property type diversification

$3,614.7

$1,161.4$1,603.6

$2,463.1

$104.7
$713.4

Office Industrial Residential Retail Other investments Cash

Cash

Office

IndustrialResidential

Retail

As of December 31, 2009 (in millions – NAV $9,660.9) 

The above is shown for illustrative purposes only, and is subject to change without notice. 

93 office buildings

229 industrial buildings

21,287 apartment units in 60 complexes

26 super regional and regional malls

249 neighborhood and community retail centers

Asset Diversification

% of NAV Target range(%) NPI(%)
Office 37.4 35 to 40 36.4
Industrial 12.0 14 to 18 15.0
Residential 16.6 18 to 23 24.1
Retail 25.5 20 to 25 22.6
Direct RE 91.5 98.1
Cash 7.4 0.0
Other 1.1 1.9

Total Fund 100.0 100.0

Towson Town Center, Towson, MD
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Peak (%) Current (%)

Going in-yield 5.3 6.7
Stabilized yield 5.7 7.7
Discount rate 7.1 8.8

Strategic Property Fund: Balance sheet, operations and valuations

Leverage profile: 35.4% LTV as of December 31, 2009
Non-recourse debt

Staggered debt maturities

4.3%, 12.2% and 5.1% of NAV maturing in 2010, 2011 and 
2012 respectively

One-to-two year extension rights

Average LTV is below 50% for expiring loans

Cash and queues as of December 31, 2009
Cash: $713mm, 7.4% of NAV

$500+ million in operating cash flow

Outgoing queue: $810mm

Incoming queue: $241mm

Valuation metrics as of December 31, 2009

Lease rollover (%)
Occupancy 10 11 12

Office 89.6 7.6 10.4 8.4
Retail 89.0 7.7 7.9 9.2
Residential 92.0 N/A N/A N/A
Industrial 82.6 15.6 9.3 13.1
Portfolio 89.0 11.1 9.1 10.7

Occupancy: 89.0% (as of December 31, 2009)
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Income 1.7 6.1 5.5 5.8 6.9 7.3
Appreciation -4.4 -30.9 -12.5 -2.8 -0.5 0.5

SPF Total -2.8 -26.6 -7.7 2.8 6.3 7.8

ODCE Total* -3.4 -29.7 -9.8 0.7 5.0 N/A

NPI Total** -3.3 -22.1 -1.3 6.2 7.8 8.7

Annualized returns Three One Three Five Ten Since incep. 
as of December 31, 2009 (%) months year years years years 1/1/98

Strategic Property Fund performance

*Preliminary snapshot performance as of December 31, 2009 (82% of funds reporting); capital weighted index

**As of September 30, 2009 

Past performance is not a guarantee of comparable future results. Total return assumes the reinvestment of income. Performance results are gross of investment management fees. The deduction of an advisory fee reduces an investor’s 
return. Actual account performance will vary depending on individual portfolio security selection and the applicable fee schedule. Fees are described in Part II of the Advisor’s ADV which is available upon request. See Appendix for 
additional information.  The following is an example of the effect of compounded advisory fees over a period of time on the value of a client’s portfolio: A portfolio with a beginning value of $100mm, gaining an annual return of 10% per 
annum would grow to $259mm after 10 years, assuming no fees have been paid out. Conversely, a portfolio with a beginning value of $100mm, gaining an annual return of 10% per annum, but paying a fee of 1% per annum, would only 
grow to $235mm after 10 years. The annualized returns over the 10 year time period are 10.00% (gross of fees) and 8.91% (net of fees). If the fee in the above example was 0.25% per annum, the portfolio would grow to $253mm after 10 
years and return 9.73% net of fees. The fees were calculated on a monthly basis, which shows the maximum effect of compounding

Supplemental to annual performance report
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Strategic Property Fund: A compelling investment opportunity 

The Fund consists of high-quality, well-positioned 
core real estate
– Strong occupancy, highly diversified tenant base and staggered 

lease expirations

– No single asset, tenant, city or industry has an outsized impact
on fund performance

Solid current income yield
– 6.1% trailing one year income yield
– 6.25% projected for 2010

Strong balance sheet
Low LTV at 35.4%
High cash position (7%) and new client investment commitments 
position the Fund to acquire vintage 2010 core real estate

The Fund has been priced to reflect current market 
values

– SPF’s direct real estate portfolio is down 29% (unleveraged)
– NCREIF’s ODCE assets have been written down 33% 

(unleveraged)**
– Rigorous transparent valuation process

1285 Avenue of the Americas, New York, NY

Past performance is not a guarantee of comparable future results. Total return assumes the reinvestment of income. Performance results are gross of investment management fees. The deduction of an advisory fee reduces an investor’s 
return. Actual account performance will vary depending on individual portfolio security selection and the applicable fee schedule. Fees are described in Part II of the Advisor’s ADV which is available upon request
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