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| Real Estate Information Standards (REIS)

A High Level Overview
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History of REIS

History & Purpose

REIS over time has achieved a structure and strategic direction to engage the industry.

1997-2000

REIS Standards
generally accepted for
core investments but
viewed as too property
centric for non-core

1996

With approval by
NCREIF, PREA and
NAREIM, the initial

REIS Standards

1997

NCREIF assumes
responsibility for
annual update of
REIS Standards

2003

To promote compliance and
embrace non-core
investments, substantial
rewrite completed,
differentiating between
standards and guidance and
removing property centric
dominance

1993

NCREIF, PREA and
NAREIM launch joint
initiative, appointing
NCREIF as lead
developer

Need for standards
emerges in order to
facilitate independent price
discovery and promote
secondary market liquidity

Issued investments
‘_;\ i

1990-1995 1996-2000 2001-2005 2006-2010

2004

REIS Council formalized by
NCREIF, with paid
administrator to support
effort

2009

Real estate markets
collapse — need for
independent price discovery
returns to the forefront

? \ g

2007

(1) Independent REIS Board appointed under
NCREIF/PREA Agreement to provide oversight
and strategic direction

(2) REIS Council reconfigured with open
nomination process in order to embrace
sponsorship of PREA and NCREIF and access
the expertise of the entire industry

(3) Recognizing the need for consistent and
transparent information reporting the Fund
Reporting Standards were developed
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History & Purpose
REIS Purpose and Goals

GIPS, GAAP and USPAP form the foundation standards for real estate companies; however, REIS
provides guidance when these standards are silent or subject to interpolation

Performance Guidance on

Transparenc e L
P y Measurement Initiatives

Develop &

Pur ose Consistency Refine
p Standards Goals

Increase
Reporting Awareness &
Compliance

Integrated
Accounting
and Valuation

IRR and Debt Leverage calculations are two examples of how REIS can serve the real estate community.
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History & Purpose
IRR Example

Asset assumptions:

Purchase Price (1/1/2004):  $100,000,000 Sales Price (12/15/2009): $127,000,000
Property Income Yield: 6% IRR Hurdle: 10%
Advisor earns 10% of excess value of the hurdle rate

What is the IRR and Fee at the time of sale?

Based on quarterly calculation: purchase, cash flows and sale all assigned a quarter-end date (XIRR function
used)

Quarterly NET=T=NT% 10.22%
Feeis: $170,000.00

Based on monthly calculation: purchase, cash flows and sale all assigned a quarter-end date (XIRR function
used)

Monthly NI=I=¥7¥ 9.73%
Feeis: $0.00

Conclusion:

Determining a consistent approach as to how cash flows are appropriated, the frequency and when the IRR “clock” starts
ticking is important as the return and fee will differ.

REISus.org
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History & Purpose
Leveraged Property Example

Asset assumptions for the quarter:
Non-operating accounting model where net method allows for par value of non-assumable debt.

Asset value (BOP): $ 60,000,000 Asset Value (EOP): $ 60,500,000
Loan Balance (Debt is not assumable): $ 40,000,000 Debt Fair Value (EOP, via NPV): $ 39,350,180
Loan/Market interest rate (BOP): 5.00% Market interest rate (EOP): 5.25%
Net Operating Income : $ 800,000 Debt Service: $ 500,000
Numerator is: $1,449,820 = (60,500,000-60,000,000) — (39,350,180-40,000,000)+(800,000-500,000)
Denominator is: $19,901,000 = (60,000,000 — 40,000,000) — .33 * (800,000 — 500,000)
Return is: 7.29%
Numerator is: $800,000 = (60,500,000-60,000,000) — (40,000,000-40,000,000)+(800,000-500,000)
Denominator is: $19,901,000 = (60,000,000 — 40,000,000) — .33 * (800,000 — 500,000)
Return is: 4.02%

Conclusion:

A financial statement preparer who chooses the net method, and therefore records par value as the value of the debt, will have
a different value than a preparer who chose the gross method which ignores the restrictions on valuing non-assumable debt.

The results are two different returns — for the same asset!

REISus.org
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Governance
REIS Organizational Structure and Roles

Organizational Structure Roles

Founding sponsor organizations
Appoint Board Members
Approve changes/amendments to constitution

Fund REIS operations

Official independent governing body of REIS
Promote and approve REIS
Provide oversight of Council priorities and direct activities

Review industry compliance with REIS

®  Directed by Council Chair
®  Works with Council Chair as liaison to REIS Board
®m  Support Council and Task Force(s)

Appointed by Board
NCREIF Standing |

Committees

Keep REIS current: initiate changes and modifications
Appoint Task Force(s) and approve activities

Act as liaison to Foundational Standards Bodies

Appointed by Council

PREA Afﬁnity Includes Council member(s) and NCREIF/PREA subject experts

~ Project Task
Groups Force(s)

Direct specific projects and effectuate changes to REIS

Write prospectus, exposure drafts, adopting releases, and
other documentation

REISus.org
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Governance

REIS Board Members

REIS Board Chair (ex officio)

Douglas Poutasse, Executive Director, NCREIF

REIS Board Members

Richard Carlson Lynn Thurber

(retired) Global Managing Partner — Real Estate Services, Chairman, LaSalle Investment Management

Deloitte & Touche, LLP

Blake Eagle Charles Tschampion

Senior Advisor, NCREIF; (retired) Executive Director, Director, Industry Relations, CFA Institute; (retired) Managing
NCREIF Director, General Motors Asset Management

Michael Giliberto Susan Hudson-Wilson

Managing Director, JP Morgan Chase & Co. (retired) Founder, Property and Portfolio Research, Inc.

Joseph Pagliari
Clinical Professor of Real Estate, University of Chicago
Graduate School of Business

REISus.org
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REIS Council Members

Governance

REIS Council Chair

Kenny Smith
Principal Deloitte Consulting LLP

Council Members

Neal Armstrong
Director, Portfolio Accounting, RREEF

John Baczewski
Principal, Real Estate Fiduciary Services

Bruce Frank
Partner, Ernst and Young.

Ken Greguski
Director, Global Head of Performance and Client Reporting,
RREEF

Ellie Kerr
Director of Valuations, J.P. Morgan Investment Management
— Real Estate

REIS Administrator

Jeff Kiley
Partner, PricewaterhouseCoopers

Maritza Matlosz
Vice President, Real Estate Risk Analytics, BlackRock

Barbara McDowell
Director, Portfolio Analytics, ORG Portfolio Management

Tim Schlitzer
Senior Investment Officer, MassPRIM

Candice Todd
Executive Director, Morgan Stanley Real Estate

Marybeth Kronenwetter
Real Estate Investment Advisors, Inc

Terms expiring in 2010 are in bold

REISus.org
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Joint Board and Council Task Forces

To keep abreast of global industry initiatives, provide timely response to and forge
alliances with other standard setting bodies and to ensure increased industry awareness
with REIS, four permanent task forces consisting of at least one Board and two Council
members were established at the beginning of 2010.

Board Member(s) | Council Member(s) | Other Members

Industry Blake Eagle John BaczewskKi

Communication & Michael Giliberto Tim Schlitzer

Awareness Task Force  Susan Hudson-Wilson  Kenny Smith

Accounting & Valuation Rick Carlson Jeff Kiley Sally Ann Flood

Task Force (FASB, Bruce Frank (NCREIF Accounting

AICPA, IFRS, Neal Armstrong Committee Co-Chair)

Appraisal Institute) Ellie Kerr Dell Kendall
(Valuation Committee
Chair)

Global, Real Estate Lynn Thurber Ken Greguski Jim Strezewski

Specific “Sister Candice Todd (NCREIF Accounting

Organization” Task Committee Vice-Chair)

Force: INREV

GIPS Task Force Chuck Tschampion Maritza Matlosz Ken Robinson

Barbara McDowell (CFA Institute)

REISus.org
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Process

End-to-end process of how an initiative gets adopted

Key Parties

REIS
Board

REIS Project | NCREIF, Comments
Council Task PREA,

Force Others

REIS Board, REIS Council and NCREIF Committees have the
v v ability to formulate initiatives. The final approval is the
REIS Board.

(1) Formulate REIS
Initiatives

(2) Draft Project
Prospectus

The REIS Council drafts the project prospectus with final
approval made by the REIS Board.

Task Force Members are indentified based on their
expertise needed to complete project .

(3) Form a Project
Task Force

(4) Complete
Research &
Analysis

The Project Task Force completes its research and analysis
based on the project prospectus.

Project Task Force prepares exposure draft for review. The
v Council reviews and Board approves before public
comment.

(5) Prepare Exposure
Draft

The Council provides an opportunity for the public to

(6) Conduct Public v review /comment on the exposure drafted by the Task
Comment Process
Force.
(7) Prepare Adopting v The Council prepares a draft of the release which is

AN
<

Release

- Final Approval

reviewed and approved by the Board.

REISus.org
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Accomplishments

2009/2010 Accomplishments

Developed and submitted detailed responses to:

Respond to and

: : = GIPS 2010
prowae guidance to = FASB Statements of Position (FSP157-c, f and g) relating to Fair Value
eStabI_'Shed S_tandard Measurements (FAS 157, currently FASB Topic 820)
Settl!‘lg_ b_O_dl_eS on * Proposed ASU: Improving Disclosures about Fair Value Measurements
their initiatives * INREV Guidelines Whitepaper
Develop and refine » FAS 157 (FASB Topic 820) Implementation Guidance for Real Estate with
Py emphasis on debt valuation
real estate specific » Revised and updated Fair Value Accounting Chapter and related Policy
standards and Manual
guidance = |ssued guidance on Determining Discretion for Real Estate

= Conducted Debt Valuation webinar (FASB Topic 820)
= Surveyed Plan Sponsors to validate REIS initiative
= Met with PREA Plan Sponsor Council to increase knowledge of REIS and
research areas of desired focus
Increase industry = Responded to investor requests for:
awareness of, and — REIS Checklist (summary of required and recommended practices
compliance with, within REIS) _ _
REIS — Debt Valuation Survey: Should REIS require debt valuation?
» Significant scope: 32 management firms (18 of top 20) and 24
plan sponsors ($1.8 trillion under management)
= Guidance requested
- Developed new web site (www.reisus.orq)

REISus.org
Real Estate Information Standards
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The Board and Council thanks......

Lindsey Adams, San Francisco Employees Retirement System; Maria Almounir, Prudential; Mike
Astarita, JP Morgan; Peter Bloomfield, KPMG; David Blum, Urdang; Stephanie Brower, Russell
Investments; Brant Brown, Invesco; Scott Brown, CB Richard Ellis; Deb Chambliss, PNC Bank; Larry
Christensen, Heitman; Chris Clayton, UBS Realty; Michelle Clements, RREEF; Diedra Crampton,
Invesco; Peter Crosson, Alaska Electrical Pension Fund; Joe D’Alessandro, Real Estate Insights;
Paul D’Elisa, Sentinel; Stan Dennis, Cushman and Wakefield; Alyce DeJong, Prudential; Gavin
Duckworth, Chatham Financial; Dan Enright, CalPERS; Sally Ann Flood, Deloitte; David Friedman,
Wrightwood Capital; Sara Geiger, State Board Administration of Florida; Dave Gillan, NYSTRS; John
Griffith, Hancock Timber Resource Group; Denisa Hall, Prudential; Kathleen Hands, Grosvenor; Steve
Holland, Campbell Group; Jane Hufnagel, CB Richard Ellis; Laura Huntington, IPC; Georgii Ivanov,
TIAA-CREF; Sandy Jacolow, Calvis, Inc.; Sandy Jackson, KPMG; Barry Johnson, Morgan Stanley;
Del Kendall, RERC; Jamie Kingsley, Hawkeye Partners; Carol Kuta, UBS; Eunjoo Lee, Hawkeye
Partners; Ingrid Lindblade, Heitman; John Lundsten, Whitestar; Dave MacDonald, State Street; Jeff
Maguire, UBS; Simon Mallinson, Invesco; Rob Mangrelli, Chatham Financial; Jon Martin, AEW; Asieh
Mansour, DB/RREEF; Ralph Marra, Sentinel; Chris Meyer, Centre Street Enterprises; Mike Morrell,
NYSTRS; Tom Mulvin, Virginia Retirement System; Jeannie Murphy, Stockbridge; Neil Myer,
Townsend Group; Monica Parikh, Self-employed; Tony Pierson, Cornerstone; Alice Pineiro, Self-
employed; Cate Polleys, Enis Knupp; Steve Repertinger, McMorgan; Owen Robbins, Benchmark
Strategic Services; Laurie Romanak, CB Richard Ellis; Brian Ruben, Deloitte; Kevin Scherer,
Blackrock; Rui Shi, L&B Realty; Claire Snedeker, Snedeker Consulting; Denise Stake, Cornerstone;
Ashley Strange, Texas Teachers; Bill Swiderski, LaSalle Investment Management; Connie Tirondola,
Blackrock; Tom Trinter, Chatham Financial; Pat Tully, ING Clarion; Jeff Walker, U.S. Realty
Consultants; Stanton West, STRS Ohio; Rick Wincott, PricewaterhouseCoopers; Serena Wolfe, E&Y;
Constance Wressell, ORG Portfolio Management; Laura Yeh, Metzler, NA.

We need YOUR help to continue our success......

REISus.org
i Real Estate Information Standards

12-




2010 Key Goals and Project Initiatives

Goal

Increase industry awareness
of, and compliance with,
REIS

Top 2010 Priority

Initiative

Develop and implement industry outreach program to all
participants including: investors, advisors, consultants,
accounting firms and verifiers in order to foster
compliance

1. Communication

2. Education

Define REIS hierarchy and re-write REIS with emphasis
on investor reporting and facilitating compliance

Primary Responsibility
REIS Board and REIS Council

REIS Council and Task Force
Professional Writer/Editor

Define what compliance with REIS means REIS Board
Provide Updates to Sponsors REIS Board
Monitor foundational standards activities and respond as | REIS Council
Respond to and provide needed
guidance to established Establish direct communication with standards setters to | REIS Board
standard setting bodies on ensure REIS is at the table
their initiatives Monitor and assess global initiatives (INREV, IFRS, REIS Board

IVSC)

Develop and refine industry
specific standards and
guidance

Enhance Fund Reporting Standards (quarter 4)
Develop refinements to FAS 157 (FASB Topic 820)
disclosures relating to debt valuation

Issue Performance Measurement Manual (quarter 2)

Update Accounting Policy Manual (quarter 4)

Assess what'’s “Waiting in the Wings”

REIS Council and Task Force

REIS Council

REIS Council and NCREIF Performance
Measurement Committee

REIS Council and NCREIF Accounting
Committee

REIS Board

-13-
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2010 Plan & Beyond

What'’s “Waiting in the Wings?”

Respond to and
provide guidance to

established standard
setting bodies on
IGETRRINEWYES

Develop and refine
real estate specific
standards and
guidance

Increase industry

awareness of, and
compliance with, REIS:

Expanded global initiatives: INREV possible preliminary
outreach in
Move towards 1 accounting model?

Expanded performance measurement

— Risk Analysis?

— Expanded IRR analysis?
Expanded valuation information beyond property and
debt(filling the holes)

— Business valuations?

Compliance and Verification
Education — “REIS 101” and beyond
Bridging divergent treatments in accounting
— Meeting of minds with “Big 4”7?
— Direct FASB interaction?

REISus.org
Real Estate Information Standards
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How do | get involved?

 REIS web site: www.reisus.org
* Open Council Meetings: monthly
 REIS News: monthly publication
e Sponsor web sites: www.ncreif.org; www.prea.org
e Contacts:
 Any REIS Council member

 REIS Administrator: Marybeth Kronenwetter
(marybeth@reisus.orq)
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Questions

REISus.org
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