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Date: June 18, 2018
To: Henry Jones, Chairman, Investment Committee
From: Pension Consulting Alliance, LLC

RE: Proposed Revision of the Total Fund Investment Policy — Second Reading

Pension Consulting Alliance, LLC (“PCA”) has been asked in its capacity as Board
Consultant for Private Asset Classes - Real Estate to opine on the revisions to the CalPERS’
Total Fund Investment Policy submitted to the Investment Committee for a first reading
on May 14, 2018 and a second reading on June 18, 2018.

A detailed description of the proposed revisions is incorporated in Staff's infroduction to
Agenda Item 7a. The proposed revisions are part of Staff's annual review of the Total
Fund Investment Policy and incorporate recent Board direction relating to further
harmonization and clarification of process and policy language.

As noted in our memo to the Investment Committee for the First Reading, the changes
to Principles in Appendix 8 are consistent with the direction given by the Investment
Committee and will provide additional information with which to evaluate the
performance of investments and the use of best practices by entities in which CalPERS
invests.

Since the first reading, additional changes to the Policy include new asset allocation
targets and ranges along with the new benchmarks that came out of the 2017-18 ALM
work. The Real Assets target, ranges and benchmark are all consistent with the role of the
portfolio within the total plan portfolio.

Other clarifications, while not specifically directed at Real Assets/Real Estate, are
consistent with the ongoing objective of making the Investment Policy as consistent as
possible, albeit with the recognition of the idiosyncrasies of public and private assets, and
the operations and policies of the Investment Office.
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DISCLOSURES: This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers that
may be described herein. Information contained herein may have been provided by third parties, including investment firms providing
information on returns and assets under management, and may not have been independently verified. The past performance information
contained in this report is not necessavily indicative of future results and there is no assurance that the investment in question will achieve
comparable results or that the Firm will be able to implement its investment strategy or achieve its investment objectives. The actual realized
value of currently unrealized investments (if any) will depend on a variety of factors, including future operating results, the value of the assets
and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ
from the assumptions and circumstances on which any current unrealized valuations are based.

Neither PCA nor PCA'’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy
or completeness of the information contained in this document or any oral information provided in connection herewith, or any data
subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or
otherwise) in relation to any of such information. PCA and PCA's officers, employees and agents expressly disclaim any and all liability that
may be based on this document and any errors therein or omissions therefrom. Neither PCA nor any of PCA's officers, employees or agents,
make any representation of warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner
stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, prospects or
returns, if any. Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions
prevailing as of the date of this document and are therefore subject to change.

The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks,
uncertainties and other factors beyond the control of the Firm, which may result in material differences in actual results, performance or
other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the future.





