2. Questions for Consideration by Respondents —Chapter 4 — Version 2
Responses from AMB

General Information for Respondents

.01 Members of NCREIF, PREA, NAREIM and other interested parties are encouraged to send
written comments on all matters proposed in this Exposure Draft. Comments are requested
from those who agree with the proposed Chapter 4 (included here as Section 4, beginning on
Page 19), as well as those who do not agree. Comments are most helpful if the section and
paragraph numbers are referenced within the response (e.g., 2.01 for this paragraph).
Respondents who disagree with provisions of the Exposure Draft should suggest alternatives
that are supported by specific reasoning.

The following questions, which reference specific paragraphs within Chapter 4, are to be
considered in your firm’s response to the Exposure Draft:

Paragraph 4.01: Establishment of new REILS Chapter

.02 Issue: The Exposure Draft recommends an additional chapter for REIS entitled Chapter 4,
Fund Reporting Standards. As used herein, Funds include commingled funds and single
investor separate accounts. In Version 1, the Council recommended the development of
Investor Reporting Standards which would encompass communications to clients beyond
those contained in a Fund’s quarterly report.

Question:

a. Should REIS develop Fund Reporting Standards rather than Investor Reporting
Standards?
Yes.

b. Is it appropriate that these standards be applicable to single investor separate accounts
as well as commingled funds?
Yes.

c. What are the benefits or disadvantages of such a chapter?
The benefits for the chapter include consistency and transparency across investment

opportunities, even for those investments that do not fit in the “traditional box”.

Paragraph 4.02: Required and Recommended Standards

.03 Issue: The Exposure Draft proposes both required and recommended standards for Fund
reporting within REIS. The suggested frequency with which each required or recommended
practice is to be applied is based upon feedback from NCREIF constituents and the
Council’s perspective with respect to relevance to the report user.

Question:



a. Do you agree with the notion of establishing both required and recommended Fund
Reporting Standards within REIS?
Yes.

b. Do you agree that the frequency of line item disclosures presented herein is
appropriate for every Fund?
Quarterly is the appropriate period, even for disclosure that is static.

Paragraph 4.03 Effective Date

.04 Issue: The effective date of this Exposure Draft is for fiscal years beginning after
December 15, 2008 with earlier application encouraged.

Question:
Do you agree with the proposed effective date of this Exposure Draft? If you do not agree,

please propose an alternative.
We agree with the effective date.

Paragraph 4.10 Benchmark Comparisons (Required)

.05 Issue: A benchmark is an independent rate of return (or hurdle rate) forming an objective
test of the effective implementation of an investment strategy. The purpose for requiring a
Benchmark is to allow the investor to compare the risk and performance of the Fund. Not all
Funds have stipulated benchmarks. For Funds with stipulated benchmarks, Chapter 4
requires benchmark comparisons to be prepared no less frequently than annually. For those
Funds where benchmarks have not been stipulated, Chapter 4 requires specific disclosure
why benchmarks are not presented.

Question:

a. Should the standards require annual reporting of a benchmark comparison if a
benchmark is stipulated?
Yes, but none of AMB’s Funds have a stipulated benchmark in their governing documents.

b. Should the standards require specific disclosure why benchmarks are not presented for
a Fund?
No, if the Fund investors do not require that a Fund stipulate a benchmark, then the disclosure
should not have to be presented.

c. Should benchmark comparisons be recommended versus required?
Yes, that would be acceptable.

Paragraphs 4.12-4.15: Periodic Financial Reporting (Required)

.06 Issue: This Exposure Draft requires each Fund to present, at a minimum, condensed
U.S. Fair Value GAAP based financial statements quarterly and to present



comprehensive U.S. Fair Value GAAP based financial statements and footnotes
(including a schedule of investments and a valuation policy statement) on an annual
basis.

Question:

a. Should all Funds be required to present, at a minimum, condensed U.S. Fair Value
GAAP based financial statements quarterly and comprehensive U.S. Fair Value GAAP based
financial statements annually in its Fund reports?
No, Fair Value GAAP based financial statements should not be required if the Fund’s governing
documents do not require them.

b. Should all Funds be required to present a schedule of investments annually?
A schedule of investments should be required quarterly.

c. Should all Funds be required to report all of the information elements presented on the
proposed Schedule of Investments?  Are there additional elements which should also be
required? Is the materiality limit of separate disclosure of the 20 largest investments and each
investment representing 5% or more of Net Asset Value appropriate?

Yes, a schedule of investments with all the informational elements should be required.

Paragraph 4.19 Management Discussion of Performance (Recommended)

.07 Issue: Based upon the feedback received from comment letters on Version 1, the Council
recommends that the quarterly Fund reports contain a management discussion of
performance relative to stated objectives. This discussion will serve to enhance and/or
supplement benchmark reporting requirements.

Question:

a. Should a management discussion of performance relative to objectives be a quarterly
recommendation within REIS?  Should the management discussion of performance relative to
objectives be required vs. recommended?

REIS should recommend a quarterly management discussion.

b. Should REIS establish specific elements which should be disclosed in the discussion?
If so, please describe.
REIS should not dictate the elements of the management discussion. The discussion should be
customized to each Fund’s specific nuances.

Paragraph 4.22: Verification of Partner/Investor Capital Accounts (Recommended)

.08 Issue: Currently, Fund agreements can provide for capital allocations between investors
which may not be pro-rata. Such allocation differences stem from different sources (e.g.
capital contribution hurdles; differing fee arrangements; timing of entrance and exit, etc.)
and may become complex. Based upon the feedback received from the Plan Sponsor



Community on Version 1, the Council thought it was appropriate to recommend that the
manager of each Fund sponsor an independent, third party verification (either as part of an
annual audit opinion or by separate agreed upon procedures report) of the allocation of
capital accounts between each class of investors (including, as in the case with partnerships,
the general partner(s) and each class of limited partners) in order to determine that such
allocations have been performed in accordance with the Fund documents (e.g. Partnership
agreement).

Question:

a. Do you think that the independent, third party verification of partner/investor capital
accounts should be recommended within the Fund Reporting Standards? Provide specific

comments to support your answer.
The verification may be recommended, but it is unlikely that the manager will engage the third
parties unless the Fund’s governing documents recommend this verification.

b. Do you think that the independent, third party verification of partner/investor capital
accounts should be required within the Fund Reporting Standards? Provide specific comments

to support your answer.
No, verification should only be required if it is required by the Fund’s governing documents.

Paragraph 4.32 and 4.34 Open-end Funds Commitment Queue and Redemption Queue
(Recommended)

.09 Issue: Open-end funds are required by GAAP to disclose the amount of redemptions it paid
out quarterly. GAAP does not require Funds to disclose the amount of redemptions which
have been requested in writing but remain unpaid (i.e., the queue). Similarly, open-end
funds are not required by GAAP to disclose the Commitment Queue. Based upon feedback
received from Version 1, the Council recommends that all open-end funds disclose the both
the commitment and redemption queue as an additional measure of the fund’s performance.

Question:

a. Do you agree that Fund Reporting Standards should include a recommendation to
disclose the commitment and redemption queues for open-end funds?
Yes.

b. Should the Fund reporting standard require (versus recommend) disclosure of the
commitment and redemption queue?

No.

Paragraphs 4.01-4.34: Affirmation

.10 Issue: The Council seeks any additional comments on the individual provisions of the
proposed Fund Reporting Standards and on the aggregate impact of the proposal.

Question:



a. Are the definitions and calculations for each required and recommended element
reasonable? Are these required elements currently utilized within your Fund reports?
Specifically address (using paragraph numbers for reference) any elements which should not be
required, recommended, or both and provide reasons to support your answer. Are there any
elements which should be required or recommended which are not?  Describe reasons to
support your answer and provide definitions for any elements you are proposing.

The definitions and calculations are reasonable. However, several elements should not be
required:

1) 4.09 and 4.16 Fund Level Total Time-Weighted Returns (TWR) and Since Inception
IRRs — The real estate investment industry has succeeded in educating its investors, advisors,
consultants, etc. on accepting the TWR as the standard performance measurement. And most
industry participants understand the underlying differences between TWR and IRR. However,
we have found that confusion arises and resources are drained with protracted, detailed
explanations when both returns are presented together. The industry should choose one or the
other for its reporting purposes.

2) 4.10 Benchmark Comparisons — Presenting a benchmark comparison should not be
required if a Fund’s governing documents do not stipulate a benchmark.

3)4.12 & 13 Fair Value (GAAP Based) Financial Statements and Footnotes — REIS
defines fair value as the amount at which an asset and liability could be bought (or incurred) or
sold (or settled) in a current transaction between willing parties. ~ This should not be a
requirement when it conflicts with a Fund'’s contractual requirement to use audited historical
cost GAAP for its primary financial statement reporting. We recommend that the historical
cost GAAP financial statements and footnotes may be supplemented with additional, unaudited
fair value financial statements in the footnotes.

4) 4.14 Valuation Policy Statement — Investor report must contain a statement that the
Fund complies with the Property Valuation Standards described within Chapter 1 of the REIS.
REIS requires that independent valuations are performed at least every 36 months.  This should
not be a requirement when it conflicts with the Fund’s stated practice of performing internal
valuations only or when the required frequency is greater than every 36 months.

b. Would any of the proposed minimum required standards presented (either
individually or in aggregate) cause you to forego compliance with REIS for a given Fund’s
quarterly report? If so, please specify which standards and why.

Yes, AMB would have to forego compliance for those Funds whose governing documents require
historical cost GAAP financial statements and footnotes and require only internal valuations for
the investment period.



