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About Us
NCREIF is a Not-For-Profit Premier Industry
Association

• Membership is comprised of Real
Estate Investment Managers,
Industry Consultants and Service
Providers, Investors and
Academicians.
• Leading source of institutional real
estate performance data and
information.
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Accounting Committee Chairs
• Benay Kirk, Alter Domus
• Robert Fraher, KPMG
• Hunt Holsomback, Alvarez & Marsal
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NCREIF Virtual Fall Conference
• November 9-12, 2020
• Registration will be on NCREIF’s Website
soon!
• Accounting Committee Agenda:
•
•
•
•
•
•
•

FV Manual annual update/approval
TGER disclosure example
COA & Debt Mark to Market task force updates
Financial Technical Update – Deloitte
Tax Update – PWC
Revenue recognition
Hot topics
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Application of Relief
Options

Description

Example

Fair Value Operating/Equity Model

Option #1

Rent/interest deferral

Landlord/lender defers rent/interest payments for April, May and June, and
requires the related obligations to be paid in full in subsequent periods
(within the current year).

Recognize rental/interest income for April, May and June by
recording a receivable to accrue the revenue. (receivable
relieved upon subsequent cash receipt)

Option #2

Rent/interest waiver

Landlord/lender waives rent/interest payments for April, May and June in
No income recognition for April, May and June (permanent
their entirety without any additional consideration from the tenant/borrower. reduction in income)

Option #3

Rent/interest waiver and term extension

Assess qualification for the Relief. No rental income
Landlord/lender waives rent/interest payments for April, May and June, and
recognition for April, May and June, recognize rent in the
instead requires the tenant/borrower to extend the lease/loan for a period
extended period. Interest income would be recognized if it is
equal to or longer than the waiver period.
still deemed to be receivable.

Option #4

Replacing periods of fixed rents in part or in
entirety with variable rents

Assess qualification for the Relief. No rental income should be
Landlord waives rent payments for April, May and June, and instead requires
recognized in April, May and June, unless agreed to in the new
the tenant to pay rent based on a portion of total tenant receipts for the
rent terms. Account for variable rents in accordance with the
remainder of the lease term.
new rent terms.

Add a COVID-19 Consideration: - Entities will need more focus on estimating the allowance for doubtful accounts.
Record reserves against accounts receivable for amounts not probable of collection.
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Accounting Treatment for Rent
Deferrals
Evolving Discussions & Industr y Feedback

Areas of Consensus

Divergent Points of View

• Care and attention needs to be made to ensure there is
NO double counting of cash flows. Entities need to focus
on cash flows are treated in valuation models based on
which method people apply regarding recording revenue)

• Example 1 from slide 3 – there are very
different views about whether revenue
should continue to be recorded.

• Collectibility is key and almost priority to assess
regardless of whether entities decide to continue
recording revenue or not related to deferrals.
• Most are thinking about “modifications” similarly (i.e.
examples that fall into categories 2-4 on slide 3.) Any kind
of deferral that also comes with more significant changes
(i.e. extensions or other changes in rent) seem to
universally be viewed as NOT qualifying for the FASB
relief.

• NOTE: a “simple deferral” can take
many different forms depending on the
timing of when the cash is expected to
be collected.
• Often times, the timing of expected
collection may also influence the
decision of whether or not to record a
trade receivable.
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Income Recognition Policy
Options for Deferred Rents
• Variable lease approach - Record $0 rent during the waived period
• Receivable approach – Record rent during deferral period
• No reserve for allowance for doubtful accounts
• Partial reserve for allowance for doubtful accounts
• Full reserve for allowance for doubtful accounts
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Industry Participants
L e t ’s H e a r f r o m s o m e o f y o u r p e e r s

•
•
•
•
•
•

Lou DeFalco - PWC
Sabeen Alwy – USAA RealCo
Brett Cassabaum – Principal Real Estate Investors
Megan Hess – DWS – RREEF Management LLC
Heather Sullivan – InterContinental
Heather Hopkins – Clarion Partners
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Hot Topics
Submitted by your peers

• TI allowance applied to rent
• Bad debt approaches & estimating reserves
• Timeframe of deferrals and policies, including
changes from Q2
• Changes in disclosures from Q2 to Q3
• Department of Health and Human Services (HHS)
announcement of a program to provide potential
relief to senior living providers
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Guide for Disclosures of COVID-19
Related Rent Relief
The Investors spoke and we listened

10

Rent Deferral/Waiver Disclosures
Disclosure Considerations
• Provide investors with consistent, transparent and comparable data related to
COVID-19 impact
• Provide transparency around the financial impact of the unprecedented number
of rent deferrals and waivers granted
• Provide investment managers the flexibility to tailor the discussion points
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Rent Deferral/Waiver Disclosures
The Guide
• The NCREIF PREA Reporting Standards Council in collaboration with the NCREIF Accounting
Committee developed a Guide for Disclosures of COVID-19 Related Rent Relief.
• The Guide fosters transparency around the financial impact of the unprecedented number of rent
deferrals and waivers granted
• Recommended guidance within the Reporting Standards (i.e., not required for compliance) for all
funds and separately managed accounts
• The disclosure guideline has been posted on the NCREIF PREA Reporting Standards website:
https://reportingstandards.info/
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Rent Deferral/Waiver Disclosures
Recommended Disclosures
• Clear and concise income recognition policy elections:
o Variable lease approach - Record $0 rent during the waived period
o Receivable approach – Record rent during deferral period
 No reserve for allowance for doubtful accounts
 Partial reserve for allowance for doubtful accounts
 Full reserve for allowance for doubtful accounts
• A general summary of the deferred and waived rents granted to tenants and impact on financial statements
• A general summary of collectability of deferred rents (AR, Allowance, Bad Debt) including management’s
policy for monitoring the collectability of the deferred rents
• Rent collection rates compared to pre-COVID-19 rates
• Any other accounting aspects during the COVID-19 period that would be useful (given the uncertainties and
negotiations)
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Polling Questions
Data to provide an understanding of how peers are
thinking about these topics with polling results.
Question #1: How do you account for short term rent deferrals during the deferral months?

A.

Variable lease approach ($0 rent in deferred periods) 12%

B.

Rec’v approach – Record rent during deferral period and no reserve 18%

C.

Rec’v approach w/reserve – Record rent & fully or partially reserve 15%

D.

Rec’v approach - Record rent & evaluate reserve case by case 55%
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Polling Questions
Data to provide an understanding of how peers are
thinking about these topics with polling results.
Question #2: Have you established an acceptable time frame to collect cash if recording rent deferrals under the rec’v

approach?

A.

Up to 6 months 19%

B.

Up to 9 months 6%

C.

Up to 12 months 25%

D.

Up to 18 months 16%

E.

Time frame doesn’t matter 34%
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Polling Questions
Data to provide an understanding of how peers are
thinking about these topics with polling results.
Question #3: How are you estimating reserves for allowance for doubtful accounts?
A.

Evaluating each tenant’s risk ratings 69%

B.

Establishing a % by property type 7%

C.

Establishing a % based on the number of deferred months 5%

D.

Other method 15%

E.

N/A – elected the variable lease approach 4%
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Polling Questions
Data to provide an understanding of how peers are
thinking about these topics with polling results.
Question #4: Do you plan to include the Guide to Disclosures in your Q3 quarterly report?
A.

We will include in Q3 report 49%

C.

We will send modified Disclosure separately to the investors 20%

C.

We have no plans to provide the Disclosure to the investors 31%
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Polling Questions
Data to provide an understanding of how peers are
thinking about these topics with polling results.
Question #5: Are you planning to make changes or enhancements to the disclosure in Q3?
A.

We will make enhancements to the disclosure 17%

B.

We will make edits to the Q2 disclosure for Q3 21%

C.

No 42%

D.

We will include in Q3 for the first time 8%

E.

We have no plans to provide the Disclosure to the investors 12%
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Polling Questions
Data to provide an understanding of how peers are
thinking about these topics with polling results.
Question #6: What status will you consider the rents deferred for the disclosures for the Guide?
A.

Executed agreements only 63%

B.

Executed and pending executed (verbal agreements) 16%

C.

Executed, pending executed (verbal agreements) and initial discussions 5%

D.

We have not decided yet 9%

E.

We have no plans to provide the Disclosure to the investors 7%
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Polling Questions
Data to provide an understanding of how peers are
thinking about these topics with polling results.
Question #7: What is included in your collection’s disclosure?

A.

Base rents only 26%

B.

All rental income including base rent, CAM, other income, etc. 52%

C.

We have not decided yet 18%

D.

We have no plans to provide the Disclosure to the investors 4%
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NCREIF PREA Fair Value
Accounting Policy Manual Update
Annual Review

• Purpose of the manual
• Annual review process
• Next steps
• Comments on net vs gross presentation –
Barbara Flusk
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Trends in Costs Containment and
other Initiatives
Hunt Holsomback
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Trends in Cost Containment –
High Level View by Asset Class
The impact by asset classes varies significantly

Hospitality

Office

Retail

Multi-Family

Senior Living

Self Storage

Student Housing

Warehouse Logistics

Single Family Residential

Data Centers

Medical Office
Covid has created massive disruption, but it is also likely to create
significant opportunities.
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Trends in Cost Containment –
Liquidity Management
With the uneven recovery, it has been and continues to be essential to conserve cash and enhance liquidity
Preserve Cash

13-Week Cash Flow

Focus Areas:
• Cash-basis modelling
• What cash levels / working capital are
needed
• Manage covenant compliance
• Control cash release
• Prepare for the worst and adjust if it
gets better
• Incorporate a “tenant” viewpoint

AR Management
Focus Areas
• Ageing Analysis
• Link cash flow planning and forecasts to asset
management and property revenue planning Credit Analysis by Client
• Optimize the Collection Process
• Ensure Customer Billing is Accurate/Timely

Focus Areas:
• Control fixed and variable costs
• Lines of credit and other facilities
• Leverage economic stimulus
• Review Capital Projects
• Escalation Frameworks

Liquidity
Management 2.0

AP Management
Focus Areas:
• Managing Aging
• Prioritize Vendors
• Strategic Partners/Mission-Critical

While the initial crisis may have passed lender forbearance, reduced cash flows and increased debt burdens are not providing relief to
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the stress. Similarly, strong players are looking to raise capital or financing for opportunistic acquisitions.

Trends in Cost Containment –
Asset Management
Pro-active and realistic asset management has been key to minimizing the
impact of Covid

Areas of Focus
•
•
•
•
•
•
•

Understanding historical implications
Weekly Asset Reviews / Asset Score cards
Review of forward looking trends
Re-Underwriting of tenants
Capital Projects Review
Asset Dispositions
Opportunistic acquisitions
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Trends in Cost Containment –
Cost Take-Out (Landlord/Investor)
During periods of growth the focus is on growing revenue and leveraging
transactions ( refinancing , acquisitions)to create value. Downturns like Covid
put a spotlight on cost containment and reduction

Key Cost Containment / Reduction Strategies
• Cash Management
• Benchmarking
• Spans & Layers
• Outsourcing
• Strategic Sourcing
• Review of contract terms for key vendors
• Process Improvement
• Hiring Freezes / Reduction in use of Contractors / Compensation reduction
• Capital Project Rationalization
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Trends in Cost Containment –
Investment
While cost containment is a focus, stronger industry players are looking to
make investments to drive future success and growth

Capital Expenditures

Technology / Automation

• Renovations
• Capital Expenditures

• Robotics / Process Automation
• Outsourcing
• Technology
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Upcoming:

Register soon for the Virtual Summer
Conference: November 9-12

Thank You!
NCREIF

b e n a y. k i r k @ a l t e r d o m u s . c o m
rfraher@KPMG.com
hholsomback@alvarezandmarsal
.com

