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Accounting Committee Meeting 
 

Wednesday, April 2nd 
1:15pm - 2:45 pm 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Co-Chairs: 
Steven Broadwater, SVP & CAO, Simon Property Group 

Ian Kaufman, SVP & CAO, Equity Residential 
Heidi Roth, SVP & Controller, Kilroy Realty Corporation 

 
Moderator: 

Christopher Drula, VP, Financial Standards, NAREIT 
 

Panelists: 
Cindy Fornelli, Executive Director, Center for Audit Quality 

Sandy Peters, Head-Policy Financial Reporting Group, CFA Institute 
Ross Prindle, Managing Director, Duff & Phelps 
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1875 I Street, NW, Suite 600, Washington, DC 20006-5413 
Phone 202-739-9400   Fax 202-739-9401 REIT.com 

ACCOUNTING COMMITTEE MEETING 
(Open to all REITWise® Registrants) 

Boca Raton Resort & Club 
Boca Raton, FL 

Wednesday April 2, 2014 
1:15 p.m. – 2:45 p.m. 

 
Co-Chairs: 

 
Steven Broadwater, SVP & CAO, Simon Property Group 

Ian Kaufman, SVP & CAO, Equity Residential 
Heidi Roth, SVP & Controller, Kilroy Realty Corporation 

 
Moderator: 

Christopher Drula, VP, Financial Standards, NAREIT 
 

Panelists: 
Cindy Fornelli, Executive Director, Center for Audit Quality 

Sandy Peters, Head-Policy Financial Reporting Group, CFA Institute 
Ross Prindle, Managing Director, Duff & Phelps 

 
NAREIT Staff Liaison: 

 
George Yungmann, SVP-Financial Standards, NAREIT 
Christopher Drula, VP-Financial Standards, NAREIT 

 
I. Center for Audit Quality’s views on various PCAOB proposals 

 
II. CFA Institute’s perspective on certain financial reporting issues 

 
III. Duff & Phelps’ experience with recent valuations of REIT assets, 

including for PNLRs 
 
Note: This meeting may qualify for 1.5 hours of continuing professional 
education credits, depending on the state. For CLE or CPE credit 
information, please contact Afia Nyarko Boone at 202-739-9433 or 
aboone@nareit.com 
 



1666 K Street, N.W. 
Washington, DC 20006 

Telephone: (202) 207-9100 
Facsimile: (202) 862-8430 

www.pcaobus.org 
 

PROPOSED AUDITING STANDARDS – 

THE AUDITOR'S REPORT ON AN AUDIT OF 
FINANCIAL STATEMENTS WHEN THE 
AUDITOR EXPRESSES AN UNQUALIFIED 
OPINION; 

THE AUDITOR'S RESPONSIBILITIES 
REGARDING OTHER INFORMATION IN 
CERTAIN DOCUMENTS CONTAINING 
AUDITED FINANCIAL STATEMENTS AND 
THE RELATED AUDITOR'S REPORT;  

AND RELATED AMENDMENTS TO PCAOB 
STANDARDS 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

 

 

PCAOB Release No. 2013-005 
August 13, 2013 
 
PCAOB Rulemaking  
Docket Matter No. 034 
 

 

 
Summary:  The Public Company Accounting Oversight Board ("PCAOB" or the 

"Board") is proposing two new auditing standards, The Auditor's Report on 
an Audit of Financial Statements When the Auditor Expresses an 
Unqualified Opinion, which would supersede portions of AU sec. 508, 
Reports on Audited Financial Statements, and The Auditor's 
Responsibilities Regarding Other Information in Certain Documents 
Containing Audited Financial Statements and the Related Auditor's Report, 
which would supersede AU sec. 550, Other Information in Documents 
Containing Audited Financial Statements. The Board also is proposing 
related amendments to PCAOB standards. 

Public 
Comment: Interested persons may submit written comments to the Board. Such 

comments should be sent to the Office of the Secretary, PCAOB, 1666 K 
Street, N.W., Washington, D.C. 20006-2803. Comments also may be 
submitted by email to comments@pcaobus.org or through the Board's 
website at www.pcaobus.org. All comments should refer to PCAOB 
Rulemaking Docket Matter No. 034 in the subject or reference line and 
should be received by the Board no later than 5:00 PM (EST) on 
December 11, 2013. 

Board  
Contacts: Martin F. Baumann, Chief Auditor (202/207-9192, 

baumannm@pcaobus.org), Jennifer Rand, Deputy Chief Auditor (202/207-
9206, randj@pcaobus.org), Jessica Watts, Associate Chief Auditor 
(202/207-9376, wattsj@pcaobus.org), Lillian Ceynowa, Associate Chief
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Insurance Committee Meeting 
 

Wednesday, April 2nd 
4:30pm - 6:00 p.m. 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Panelists: 
Brian Chiolan, Regional VP, Arch 
Michael Chu, Assistant VP, Arch 

Joe Downey, SVP, Willis 
Dan Freudenthal, President, Flood Zone Correction, Inc. 

Michael Horvath, SVP-Risk Management, Simon Property Group, Inc. 
Melissa Lishner, Director, Crystal & Company 

Pam Young, Associate General Counsel & Director, Surplus/Specialty Lines & 
Producer Relations, American Insurance Association 
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1875 I Street, NW, Suite 600, Washington, DC  20006-5413 
 

Phone 202-739-9400   Fax 202-739-9401     www.reit.com 

       NAREIT INSURANCE COMMITTEE MEETING AGENDA 
Boca Raton Resort & Club – Boca Raton, Florida 

            April 2, 2014 
    

NAREIT Insurance Committee Chair: 
 

Michael Horvath, SVP, Risk Management, Simon Property Group 
 

NAREIT Executive Staff: 
 

Sheldon Groner, EVP, Finance & Operations 
 
4:30 – 5:30 p.m.  Roundtable Discussion:  Key Legislative and Risk Management Updates 

for CFO’s, General Counsels, and Risk Managers: 
 

 Cyber Liability Insurance 
 

o Why do I Need it? 
o Are all Cyber Policies Created Equal? 

 
 National Flood Insurance Program 

 
o Biggert-Waters Flood Insurance Reform Act 

of 2012 
o FEMA’s Remapping Programs 
o Property Insurance Markets Reducing Flood 

Capacity & Increasing Costs 
 

Moderator: Michael Horvath, SVP, Risk Management 
Simon Property Group 

 
Participants: Joe Downey, Senior Vice President 

Willis Real Estate & Construction 
 

Dan Freudenthal, President 
Flood Zone Correction, Inc. 

 
Pam Young, Associate General Counsel & Director, 
Surplus/Specialty Lines & Producer Relations 
American Insurance Association 
 

5:30 – 5:45 p.m. Terrorism Risk Insurance Act (TRIA) 
  

Tony Edwards, EVP & General Counsel, NAREIT 
   
5:45 – 6:00 p.m. D&O Insurance Litigation Trends/NAREIT D&O Program w/Arch 

 
Melissa Lishner, Director, Crystal & Company 
 
Brian Chiolan, Regional Vice President, Arch 
Michael Chu, Assistant Vice President, Arch 



D&O Insurance Litigation Trends  April 2, 2014 
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D&O Insurance Litigation Trends 

Securities Class Actions Update 

 

D&O Claims Trends Affecting REITs 

 

Preparing for Your D&O Renewal 

 

Q&A 
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SCA Updates 

First time in 14 years with no new filing activity in the Financials 
Sector of S&P 500 Companies   

Only  9% overall increase in filings 

Maximum $ Loss Down Significantly 

Filings down against Large Market Cap Companies 

Uptick in 2nd half filings in 2013 

Significant increase in Non-M&A Litigation 

First JOBs Act IPO litigation filed 
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General Session: State of the 
Capital Markets 

 
Friday, April 3rd 

8:00 am – 9:45 am 
Boca Raton Resort & Club 

Boca Raton, FL 
 
 

Moderator: 
Andrew Richard, Managing Director-Real Estate Group, Credit Suisse 

 
Panelists: 

Mark Howard-Johnson, Managing Director, BlackRock 
 Steven Sakwa, Sr. Managing Director, ISI Group 

 Lisa Sarajian, Managing Director-Structured Finance, Standard & Poor's 
Rating Services 

 Timothy Schoen, EVP & CFO, HCP, Inc. 



March 2014
(Data as of February 28, 2014)

National Association of Real Estate Investment Trusts®
REITs: Building Dividends & Diversification®

REITWatch®

NAREIT® 

A Monthly Statistical Report on the Real Estate Investment Trust Industry 



NAREIT Disclaimer 
 
 
NAREIT® does not intend this publication to be a solicitation related to any particular company, 
nor does it intend to provide investment, legal or tax advice. Investors should consult with their 
own investment, legal or tax advisers regarding the appropriateness of investing in any of the 
securities or investment strategies discussed in this publication. Nothing herein should be 
construed to be an endorsement by NAREIT of any specific company or products or as an offer to 
sell or a solicitation to buy any security or other financial instrument or to participate in any trading 
strategy. NAREIT expressly disclaims any liability for the accuracy, timeliness or completeness of 
data in this publication. Unless otherwise indicated, all data are derived from, and apply only to, 
publicly traded securities. Any investment returns or performance data (past, hypothetical or 
otherwise) are not necessarily indicative of future returns or performance. Copyright 2014 by 
NAREIT®. NAREIT and REITWatch are the exclusive registered marks of the National 
Association of Real Estate Investment Trusts®.  Please direct all questions or comments to John 
Barwick, Director, Industry Information & Statistics,   NAREIT®, 1875 I Street, NW, Suite 600, 
Washington, DC 20006 or call (202) 739-9400. 
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Panoply of Issues Facing 
General Counsels 

 
Thursday, April 3rd 
9:45 am – 11:00 am 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Moderator:  
Brad Molotsky, EVP & General Counsel, Brandywine Realty Trust 

 
 

Panelists:  
Jeffery Curry, Chief Legal Officer, CBL & Associates Properties, Inc. 
Karen Singer, SVP, General Counsel & Secretary, Corporate Office 

Properties Trust 
Michael Pfeiffer, VP & General Counsel, Realty Income Corporation 



Panoply of Issues Facing 
General Counsels 

April 3, 2014 
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REIT Tax Potpourri 
 

Thursday, April 3rd 
9:45 am – 11:00 am 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Moderator:  
Kathy Miller, SVP, Regency Centers Corporation 

 
 

Panelists:  
Michael Brody, Partner, Latham & Watkins LLP 

David Levy, Partner-Tax, Skadden, Arps, Slate, Meagher & Flom LLP 
Charles Temkin, Director, Deloitte LLP 
Louis Weller, Of Counsel, Bryan Cave 



REIT Tax Potpourri           April 3, 2014 
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REIT Tax Potpourri 
 

Moderator: 
 Kathy Miller, SVP, Regency Centers Corporation 

 
Panelists: 

 Michael Brody, Partner, Latham & Watkins LLP 
 David Levy, Partner-Tax, Skadden, Arps, Slate, Meagher 

& Flom LLP 
 Charles Temkin, Director, Deloitte LLP 
 Louis Weller, Of Counsel, Bryan Cave 
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REIT Tax Potpourri 
 

 Tax implications of financial instruments for mortgage 
REITs 
 

 Protocols for like kind exchanges coordinating among 
treasury, legal and tax functions 
 

 Independent contractor/TRS service issues 
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Financial Standards Current 
Topics 

 
Thursday, April 3rd 
9:45 am – 11:00 am 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Moderator:  
Stephen Theriot, CFO, Vornado Realty Trust 

 
 

Panelists:  
Kristin Bauer, Partner-Accounting Standards & Communication, Deloitte 

LLP 
Christopher Irwin, Partner, PwC 

Steve Kane, Partner-Professional Practice-Accounting, EY 
Anthony Marone, Principal Accounting Officer, Blackstone Mortgage Trust, 

Inc. 



Financial Standards - 
Current Topics                                              

April 3, 2014 
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Financial Standards –  
Current Topics 
 Moderator 
 Steve Theriot, CFO, Vornado Realty Trust 

 Panelists 
 Kristin Bauer, Partner, Deloitte 
 Christopher Irwin, Partner, PwC 
 Steve Kane, Partner, EY 
 Tony Marone, Principal Accounting Officer, 

Blackstone Mortgage Trust 
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Agenda 

 Revenue from Contracts with Customers 
 Financial Instruments – Classification & 

Measurement 
 Financial Instruments – Credit Losses 
 Insurance Contracts 
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Social Media 
 

Thursday, April 3rd 
9:45 am – 11:00 am 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Discussion Leader: 
Evan Urbania, CEO, ChatterBlast Media 
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Single Family Housing REITs 
 

Thursday, April 3rd 
9:45 am – 11:00 am 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Discussion Leader: 
Michael Dryden, Managing Director, Credit Suisse 

Peter Genz, Partner-Tax, King & Spalding LLP 
Shant Koumriqian, CFO, American Residential Properties, Inc. 
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SEC Legal Issues 
 

Thursday, April 3rd 
11:15 am – 12:30 pm 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Moderator: 
Eric Kevorkian, SVP & Sr. Corporate Counsel, Boston Properties, Inc. 

 
 

Panelists: 
Robert DelPriore, EVP & General Counsel, MAA 
Judith Fryer, Shareholder, Greenberg Traurig, LLP 

Yoel Kranz, Partner, Goodwin Procter LLP 



Corrected to Conform to the Federal Register Version 

 

SECURITIES AND EXCHANGE COMMISSION 
 
17 CFR Parts 230, 239 and 242  
 
Release No. 33-9415; No. 34-69959; No. IA-3624; File No. S7-07-12  
 
RIN 3235-AL34 
 
Eliminating the Prohibition Against General Solicitation and General Advertising in 
Rule 506 and Rule 144A Offerings  
 
AGENCY:  Securities and Exchange Commission. 

ACTION:  Final rules. 

SUMMARY:  We are adopting amendments to Rule 506 of Regulation D and Rule 144A 

under the Securities Act of 1933 to implement Section 201(a) of the Jumpstart Our 

Business Startups Act.  The amendment to Rule 506 permits an issuer to engage in 

general solicitation or general advertising in offering and selling securities pursuant to 

Rule 506, provided that all purchasers of the securities are accredited investors and the 

issuer takes reasonable steps to verify that such purchasers are accredited investors.  The 

amendment to Rule 506 also includes a non-exclusive list of methods that issuers may 

use to satisfy the verification requirement for purchasers who are natural persons.  The 

amendment to Rule 144A provides that securities may be offered pursuant to Rule 144A 

to persons other than qualified institutional buyers, provided that the securities are sold 

only to persons that the seller and any person acting on behalf of the seller reasonably 

believe are qualified institutional buyers.  We are also revising Form D to require issuers 

to indicate whether they are relying on the provision that permits general solicitation or 

general advertising in a Rule 506 offering.     

Also today, in a separate release, to implement Section 926 of the Dodd-Frank 

Wall Street Reform and Consumer Protection Act, we are adopting amendments to Rule 



 
 

2 

506 to disqualify issuers and other market participants from relying on Rule 506 if 

“felons and other ‘bad actors’” are participating in the Rule 506 offering.  We are also 

today, in a separate release, publishing for comment a number of proposed amendments 

to Regulation D, Form D and Rule 156 under the Securities Act that are intended to 

enhance the Commission’s ability to evaluate the development of market practices in 

Rule 506 offerings and address certain comments made in connection with implementing 

Section 201(a)(1) of the Jumpstart Our Business Startups Act.       

DATES:  The final rule and form amendments are effective on September 23, 2013.  

FOR FURTHER INFORMATION CONTACT:  Charles Kwon, Special Counsel, or 

Ted Yu, Senior Special Counsel, Office of Chief Counsel, Division of Corporation 

Finance, at (202) 551-3500, or, with respect to private funds, Holly Hunter-Ceci, Senior 

Counsel, Chief Counsel’s Office, or Alpa Patel, Senior Counsel, Investment Adviser 

Regulation Office, Division of Investment Management, at (202) 551-6825 or (202) 551-

6787, Securities and Exchange Commission, 100 F Street, NE, Washington, DC 20549.   

SUPPLEMENTARY INFORMATION:  We are adopting amendments to Rule 144A,1 

Form D,2 and Rules 500,3 501,4 5025 and 5066 of Regulation D7 under the Securities Act 

                                                           
1  17 CFR 230.144A. 
2  17 CFR 239.500. 
3  17 CFR 230.500. 
4  17 CFR 230.501. 
5  17 CFR 230.502. 
6  17 CFR 230.506. 
7  17 CFR 230.500 through 230.508. 
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REITs Investing Outside of 
the United States 

 
Thursday, April 3rd 

11:15 am – 12:30 pm 
Boca Raton Resort & Club 

Boca Raton, FL 
 
 

Moderator: 
Joseph Howe, III, Partner, Arnold & Porter, LLP 

 
 

Panelists: 
Scott Brinker, EVP-Investments, Health Care REIT, Inc. 

Edward Nekritz, Chief Legal Officer & General Counsel, Prologis, Inc. 
Brian McDade, VP-Capital Markets, Simon Property Group, Inc. 

Bartjan Zoetmulder, Partner-Tax, Loyens & Loeff N.V. 



REITs Investing Outside of the United States                    April 3, 2014 
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REITs Investing Outside of the 
United States  

 
Moderator: 

Joseph Howe, III, Partner, Arnold & Porter, LLP 
 

Panelists: 
Scott Brinker, EVP-Investments, Health Care REIT, Inc. 

Edward Nekritz, Chief Legal Officer & General Counsel, Prologis, Inc. 
Brian McDade, VP-Capital Markets, Simon Property Group, Inc. 

Bartjan Zoetmulder, Partner-Tax, Loyens & Loeff N.V. 
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Discussion - Why Invest Internationally 

 Types of Investments 

 Country Selection 
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Supplemental Information 
Packages 

 
Thursday, April 3rd 

11:15 am – 12:30 pm 
Boca Raton Resort & Club 

Boca Raton, FL 
 
 

Discussion Leaders: 
Matthew DiLiberto, CAO & Treasurer, SL Green Realty Corp. 

John Guinee, III, Managing Director & Analyst, Stifel, Nicolaus & Co., Inc. 
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SL Green Realty Corp. is a fully integrated, self-administered 
and self-managed Real Estate Investment Trust, or REIT, that 
primarily acquires, owns, manages, leases and repositions 
office properties in emerging, high-growth submarkets of 
Manhattan. 
 
 SL Green’s common stock is listed on the New York Stock 

Exchange, and trades under the symbol SLG. 
 SL Green maintains an internet site at www.slgreen.com at 

which most key investor relations data pertaining to 
dividend declaration, payout, current and historic share 
price, etc. can be found.  Such information is not 
incorporated into this supplemental financial package.  This 
supplemental financial package is available through the 
Company’s internet site. 

 This data is furnished to supplement audited and unaudited 
regulatory filings of the Company and should be read in 
conjunction with those filings.  The financial data herein is 
unaudited and is provided from the perspective of 
timeliness to assist readers of quarterly and annual financial 
filings.  As such, data otherwise contained in future 
regulatory filings covering the same period may restate the 
data presented herein. 

 
Questions pertaining to the information contained herein 
should be referred to Investor Relations at 
investor.relations@slgreen.com or at 212-216-1601. 
 
 
 

Forward-looking Statement  
This press release includes certain statements that may be 
deemed to be "forward-looking statements" within the meaning 
of the Private Securities Litigation Reform Act of 1995 and are 
intended to be covered by the safe harbor provisions thereof. 
All statements, other than statements of historical facts, 
included in this press release that address activities, events or 
developments that we expect, believe or anticipate will or may 
occur in the future, are forward-looking statements. Forward-
looking statements are not guarantees of future performance 
and we caution you not to place undue reliance on such 
statements. Forward-looking statements are generally 
identifiable by the use of the words "may," "will," "should," 
"expect," "anticipate," "estimate," "believe," "intend," 
"project," "continue," or the negative of these words, or other 
similar words or terms. 
  
Forward-looking statements contained in this press release are 
subject to a number of risks and uncertainties, many of which 
are beyond our control, that may cause our actual results, 
performance or achievements to be materially different from 
future results, performance or achievements expressed or 
implied by forward-looking statements made by us. Factors 
and risks to our business that could cause actual results to 
differ from those contained in the forward-looking statements 
are described in our filings with the Securities and Exchange 
Commission. We undertake no obligation to publicly update or 
revise any forward-looking statements, whether as a result of 
future events, new information or otherwise. 
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Impact of FASB/IASB Leases 
Proposal in the Real World 

 
Thursday, April 3rd 
2:45 pm – 4:00 pm 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Moderator: 
George Yungmann, SVP, Financial Standards, NAREIT 

 
 

Panelists: 
Wendy Arlin, SVP-Corporate Controller, Limited Brands 
John Bober, Managing Director-Global Tech, GE Capital 

Sandra Peters, Head-Policy Financial Reporting Group, CFA Institute 
Danielle Zeyher, Project Manager, Financial Accounting Standards Board 



Impact of FASB/IASB Leases  April 3, 2014  

Proposal in the Real World 



Faculty 

Moderator – George Yungmann, SVP, Financial Standards, NAREIT 

Panelists: 

 

Wendy Arlin, SVP-Corporate Controller, L Brands 

 

 John Bober, Managing Director – Global Tech, GE Capital 

 

Sandy Peters, Head – Policy Financial Reporting Group,  

   CFA Institute 

 

Danielle Zeyher, Project Manager, Financial Accounting Standards 
   Board 
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Leases Project Timeline 
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State and Local Tax Issues 
 

Thursday, April 3rd 
2:45 pm – 4:00 pm 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Moderator: 
Kimberly Pepe, VP-Tax, Home Properties, Inc. 

 
 

Panelists: 
Sam Melehani, Partner, PwC 

Mariano Sori, Partner, BDO USA, LLP 
Maura Wheet, VP, Boston Properties, Inc. 

Lori Wiseman, Managing Director-Tax, KPMG LLP 



State & Local Tax                      April 3, 2014 
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Presenters 

Kimberly Pepe - Home Properties, Inc. VP-Tax 

Lori Wiseman - KPMG Managing Director-Tax 

Sam Melehani - PwC Tax Partner 

Maura Wheet - Boston Properties VP 

Mariano Sori - BDO Partner 

 

 

Presenter
Presentation Notes
Combined reporting is a method of apportioning the income of corporations among the states in which they do business. Under combined reporting, the related corporations that are part of a “unitary group” are generally treated as one entity for tax purposes. Supporters of combined reporting say that this grouping of corporations eliminates distortions and tax planning opportunities caused by intercompany transactions, whether legitimate or otherwise, within the group. Opponents say that combined reporting creates other distortions by attributing income to the wrong jurisdiction, because the calculation simply averages the income and apportionment of all the businesses that actually have different economic profitability. 
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Agenda 

Franchise and other taxes (15 min) 

Combined filing (15 min) 

Composite returns (15 min) 

REIT M&A (15 min) 

SALT general updates / Q&A (15 min). 

 

Presenter
Presentation Notes
Combined reporting is a method of apportioning the income of corporations among the states in which they do business. Under combined reporting, the related corporations that are part of a “unitary group” are generally treated as one entity for tax purposes. Supporters of combined reporting say that this grouping of corporations eliminates distortions and tax planning opportunities caused by intercompany transactions, whether legitimate or otherwise, within the group. Opponents say that combined reporting creates other distortions by attributing income to the wrong jurisdiction, because the calculation simply averages the income and apportionment of all the businesses that actually have different economic profitability. 
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Mortgage REITs 
 

Thursday, April 3rd 
2:45 pm – 4:00 pm 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Discussion Leaders: 
Brad Farrell, CFO & Treasurer, Two Harbors Investment Corp. 

Donald Ramon, CFO, Invesco Mortgage Capital Inc. 
Jayne Stewart, CAO, Annaly Capital Management, Inc. 



Mortgage REITs Roundtable                   April 3, 2014 



2 MREIT Industry Discussion Outline 
 MREIT Industry Overview 

 Specific MREIT Investment Strategies 

 - Agency MBS REITs 

 - Hybrid Mortgage REITs 

 -Commercial Mortgage REITs 

 -Mortgage Operating Companies (MOCs) 

 Comparative Operating Performance 

  -Book Value Changes 

  -Dividend Performance 

  -Operating Efficiency 

  -Total Economic Return (TER) 

 Comparative Stock Performance and Market Valuation 

 JMP Securities Mortgage REIT Resources 

 Questions and Answers 

 



3 Mortgage Finance/REIT Industry Summary 

A Diverse, Dynamic and Growing Industry 

$ in Millions
Mortgage

Agency Hybrid Commercial Operating Industry

Segment > MREITs MREITs MREITs Companies Total (1)

Number of Public Companies 9 15 10 13 47

Equity Market Cap 25,569$               17,089$               16,751$               20,396$               79,806$               

Total Assets 232,151 98,126 33,603 77,476 441,356

Price to Tang. Book Value (x) 0.92 0.94 1.15 1.32

Current Dividend Yield (%) 11.7% 12.3% 7.7% 0.0%

Price to 2014 EPS Estimate (x) 8.0 7.6 12.9 9.0

Price to 52-Week High -29.9% -20.1% -8.7% -16.8%

Source:  Company financial reports, Thomson Reuters, SNL Financial and JMP Securities LLC
Note:  (1) Total excludes three smaller companies not currently included in the JMP MREIT comp tables

Mortgage Finance Industry Market Summary - March 24, 2014
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James Barkley, Secretary & General Counsel, Simon Property Group, Inc. 

David Weiss, EVP-General Counsel, DDR Corp. 



The Upside of Risk:  Enterprise Risk Management and  
Public Real Estate Companies – April 3, 2014 



2 

Jim Barkley 
Secretary and General Counsel 
Simon Property Group, Inc. 
 
 
 
David Weiss 
Executive Vice President and General Counsel 
DDR Corp. 

Presenters 



3 

Origins of Enterprise Risk Management: 

 
 The Committee of Sponsoring Organizations of the Treadway 

Commission (“COSO”) (2004) 

 Re: Caremark International Inc. Derivative Litigation,  

 698 A. 2nd 959 (Del. Ch. 1996) 

 The Sarbanes-Oxley Act of 2002 (“Sarbanes”) 

 The Dodd-Frank Wall Street Reform and Consumer Protection Act 
(“Dodd-Frank”) (2010) 

 The Securities and Exchange Commission (charged with 
responsibility for rulemaking under Dodd-Frank) 

 Rating agencies, stock exchanges and proxy advisors  

I.  What is Enterprise Risk Management 
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Balance Sheet Strategies 
 

Friday, April 4th 
9:30 am – 10:45 am 

Boca Raton Resort & Club 
Boca Raton, FL 

 
 

Moderator: 
Stephen Sterret, EVP, CFO & Secretary, Simon Property Group, Inc. 

 
 

Panelists: 
David O’Reilly, EVP, CIO & CFO, Parkway Properties, Inc. 
Mark Streeter, Managing Director, J.P. Morgan Chase & Co. 

Luke Zubrod, Director-Risk & Regulatory Advisory Services, Chatham 
Financial 
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1 chathamfinancial.com

The State of Financial Risk Management: Quantitative Benchmark Study

executive summary

Financial risk management practices vary widely across corporate America. For many 
companies in the aftermath of the financial crisis and the resultant market volatility, 
financial risk management gained higher visibility at senior management and board 
levels. In order to provide CFOs and treasury professionals with greater insight, Chatham 
Financial conducted an extensive research study of the annual filings of 1,075 publicly 
listed corporations and found both expected and unanticipated results. One of these 
discoveries is the pervasive lack of financial risk management within certain asset classes 
and industries.  

The study found that more than 75% of the companies analyzed have exposure to 
foreign currency risk, but only half of those companies are managing that risk through 
hedging. Additionally, a bit more than half of the companies studied have stated 
exposure to commodities, yet only 43% of those companies are managing that risk 
through hedging with financial derivatives. Not surprising, the most common exposure 
across the companies was to interest rates, with 89% having exposure. The 41% of 
companies hedging their interest rate risk with derivatives was also not surprising given 
the exceptionally low rate environment of recent years.

Among companies choosing to manage risk through hedging, the practice of hedge 
accounting to reduce the profit and loss impact of derivatives use is prevalent. This 
is especially true in companies hedging interest rates, where 77% of companies are 
applying hedge accounting. For those with cash flow currency hedging programs, 81% 
of those companies are leveraging hedge accounting. A significant drop-off in hedge 
accounting practices can be found in those companies hedging commodity risk, with 
less than 60% applying hedge accounting. Within both hedging and hedge accounting 
practices, the study found variability between companies of different sizes and more so 
within different industries.

The data highlighted in this report provides an in-depth view of the landscape of current 
risk management practices in the US. Combining this data with insight gleaned across 
Chatham Financial’s client base of more than 1,200 companies and interactions with 
thousands of companies globally, it is clear that significant hurdles remain for most 
corporations to become best in class within their financial risk management programs. 
Behind the data and percentages, Chatham Financial cites three main challenges 
corporations face in implementing and maintaining active risk management programs:

1.	 Hedge accounting can be an obstacle for companies due to the specific expertise 
required and need for careful interpretation of the accounting standards.

2.	 Gathering exposures is a complicated and difficult effort for most corporations, thus 
inhibiting their ability to develop and implement financial risk management programs.

3.	 Multiple divisions within an organization may have responsibility for financial risk 
management, such as procurement for commodities or regional managers for 
their own P&Ls, resulting in disparate understanding of exposure and financial risk 
management options.
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Directors’ Radar Screen 

 
Friday, April 4th 

9:30 am – 10:45 am 
Boca Raton Resort & Club 

Boca Raton, FL 
 
 

Moderator: 
Shari Thakady, Director-Tax, Ramco-Gershenson Properties Trust 

 
 

Panelists: 
Cameron Cosby, Attorney-Tax, Hogan Lovells US LLP 

Kathleen Mason, VP-Taxation, Post Properties, Inc. 
James Sowell, Principal, KPMG LLP 

Craig Stern, SVP-Tax & Compliance, Vornado Realty Trust 



Sleepless in Boca April 4, 2014 



2 

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR 
WRITTEN TO BE USED, AND CANNOT BE USED, BY A CLIENT OR 

ANY OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) 
AVOIDING PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER 

OR (ii) PROMOTING, MARKETING OR RECOMMENDING TO 
ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

 
THE INFORMATION CONTAINED HEREIN IS GENERAL IN NATURE 
AND BASED ON AUTHORITIES THAT ARE SUBJECT TO CHANGE. 
APPLICABILITY TO SPECIFIC SITUATIONS IS TO BE DETERMINED 

THROUGH CONSULTATION WITH YOUR TAX ADVISER. 
 
 



3 

Sleepless nights….what’s behind it all? 

Technical Issues not a primary concern due to strong 
advisor/director/VP relationships 

Primary Concerns are non-technical in nature 
 What are we missing – lack of communication 

 Staying Connected/Managing non-recurring transactions 

 Recognizing and maintaining separate books and records  

 Elevating the role and changing the perception of the tax department 
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David Lazarus, Sr. Managing Director, Eastdil Secured, LLC 
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James Tanaka, Chief Securities Counsel-Deputy General Counsel, American 

Realty Capital Properties, Inc. 
Rosemarie Thurston, Partner, Alston & Bird LLP 
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26 15 U.S.C. 78s(b)(3)(A). 
27 17 CFR 240.19b–4(f)(2). 
28 15 U.S.C. 78s(b)(2)(B). 

29 17 CFR 200.30–3(a)(12). 
1 15 U.S.C. 78s(b)(1). 
2 17 CFR 240.19b–4. 

3 NASD Rule 2340(d)(2) defines ‘‘general 
securities member’’ as any member that conducts a 
general securities business and is required to 
calculate its net capital pursuant to the provisions 
of Rule 15c3–1(a) under the Act. A member that 
does not carry customer accounts and does not hold 

Continued 

exchanges. For the reasons described 
above, the Exchange believes that the 
proposed rule change reflects this 
competitive environment. 

C. Self-Regulatory Organization’s 
Statement on Comments on the 
Proposed Rule Change Received From 
Members, Participants, or Others 

No written comments were solicited 
or received with respect to the proposed 
rule change. 

III. Date of Effectiveness of the 
Proposed Rule Change and Timing for 
Commission Action 

The foregoing rule change is effective 
upon filing pursuant to Section 
19(b)(3)(A) 26 of the Act and 
subparagraph (f)(2) of Rule 19b–4 27 
thereunder, because it establishes a due, 
fee, or other charge imposed by the 
Exchange. 

At any time within 60 days of the 
filing of such proposed rule change, the 
Commission summarily may 
temporarily suspend such rule change if 
it appears to the Commission that such 
action is necessary or appropriate in the 
public interest, for the protection of 
investors, or otherwise in furtherance of 
the purposes of the Act. If the 
Commission takes such action, the 
Commission shall institute proceedings 
under Section 19(b)(2)(B) 28 of the Act to 
determine whether the proposed rule 
change should be approved or 
disapproved. 

IV. Solicitation of Comments 

Interested persons are invited to 
submit written data, views, and 
arguments concerning the foregoing, 
including whether the proposed rule 
change is consistent with the Act. 
Comments may be submitted by any of 
the following methods: 

Electronic Comments 

• Use the Commission’s Internet 
comment form (http://www.sec.gov/
rules/sro.shtml); or 

• Send an email to rule-comments@
sec.gov. Please include File Number SR– 
NYSEMKT–2014–16 on the subject line. 

Paper Comments 

• Send paper comments in triplicate 
to Elizabeth M. Murphy, Secretary, 
Securities and Exchange Commission, 
100 F Street NE., Washington, DC 
20549–1090. 
All submissions should refer to File 
Number SR–NYSEMKT–2014–16. This 
file number should be included on the 

subject line if email is used. To help the 
Commission process and review your 
comments more efficiently, please use 
only one method. The Commission will 
post all comments on the Commission’s 
Internet Web site (http://www.sec.gov/
rules/sro.shtml). Copies of the 
submission, all subsequent 
amendments, all written statements 
with respect to the proposed rule 
change that are filed with the 
Commission, and all written 
communications relating to the 
proposed rule change between the 
Commission and any person, other than 
those that may be withheld from the 
public in accordance with the 
provisions of 5 U.S.C. 552, will be 
available for Web site viewing and 
printing in the Commission’s Public 
Reference Room at 100 F Street NE., 
Washington, DC 20549–1090 on official 
business days between the hours of 
10:00 a.m. and 3:00 p.m. Copies of such 
filing also will be available for 
inspection and copying at the principal 
office of the Exchange. All comments 
received will be posted without change; 
the Commission does not edit personal 
identifying information from 
submissions. You should submit only 
information that you wish to make 
available publicly. All submissions 
should refer to File Number SR– 
NYSEMKT–2014–16, and should be 
submitted on or before March 12, 2014. 

For the Commission, by the Division of 
Trading and Markets, pursuant to delegated 
authority.29 
Kevin M. O’Neill, 
Deputy Secretary. 
[FR Doc. 2014–03562 Filed 2–18–14; 8:45 am] 

BILLING CODE 8011–01–P 

SECURITIES AND EXCHANGE 
COMMISSION 

[Release No. 34–71545; File No. SR–FINRA– 
2014–006] 

Self-Regulatory Organizations; 
Financial Industry Regulatory 
Authority, Inc.; Notice of Filing of 
Proposed Rule Change Relating to per 
Share Estimated Valuations for 
Unlisted DPP and REIT Securities 

February 12, 2014. 
Pursuant to Section 19(b)(1) of the 

Securities Exchange Act of 1934 
(‘‘Act’’) 1 and Rule 19b–4 thereunder,2 
notice is hereby given that on January 
31, 2014, Financial Industry Regulatory 
Authority, Inc. (‘‘FINRA’’) (f/k/a 
National Association of Securities 

Dealers, Inc. (‘‘NASD’’)) filed with the 
Securities and Exchange Commission 
(‘‘SEC’’ or ‘‘Commission’’) the proposed 
rule change as described in Items I, II, 
and III below, which Items have been 
prepared by FINRA. The Commission is 
publishing this notice to solicit 
comments on the proposed rule change 
from interested persons. 

I. Self-Regulatory Organization’s 
Statement of the Terms of Substance of 
the Proposed Rule Change 

FINRA is proposing to amend the 
provisions addressing per share 
estimated valuations for unlisted direct 
participation program (‘‘DPP’’) and real 
estate investment trust (‘‘REIT’’) 
securities. The text of the proposed rule 
change is available on FINRA’s Web site 
at http://www.finra.org, at the principal 
office of FINRA and at the 
Commission’s Public Reference Room. 

II. Self-Regulatory Organization’s 
Statement of the Purpose of, and 
Statutory Basis for, the Proposed Rule 
Change 

In its filing with the Commission, 
FINRA included statements concerning 
the purpose of and basis for the 
proposed rule change and discussed any 
comments it received on the proposed 
rule change. The text of these statements 
may be examined at the places specified 
in Item IV below. FINRA has prepared 
summaries, set forth in sections A, B, 
and C below, of the most significant 
aspects of such statements. 

A. Self-Regulatory Organization’s 
Statement of the Purpose of, and 
Statutory Basis for, the Proposed Rule 
Change 

1. Purpose 

FINRA proposes to amend (1) NASD 
Rule 2340 (Customer Account 
Statements) to modify the requirements 
relating to the inclusion of a per share 
estimated value for unlisted DPP and 
REIT securities on a customer account 
statement; and (2) FINRA Rule 2310 
(Direct Participation Programs) to 
modify the requirements applicable to 
members’ participation in a public 
offering of DPP or REIT securities. 

Proposed Amendments to NASD Rule 
2340 (Customer Account Statements) 

NASD Rule 2340 generally requires 
that general securities members 3 
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customer funds or securities is exempt from the 
definition. 

4 See Exchange Act Release No. 43601 (Nov. 21, 
2000), 65 FR 71169 (Nov. 29, 2000) (Order 
Approving File No. SR–NASD–2000–13) (‘‘Original 
Approval Order’’). 

5 See Letter from Brandon Becker, Director, 
Division of Market Regulation, SEC, to Richard G. 
Ketchum, Executive Vice President and Chief 
Operating Officer, NASD, dated June 14, 1994. 

6 See Original Approval Order supra note 4. 
7 Notwithstanding this requirement, the rule 

provides that a general securities member must 
refrain from providing an estimated value for a DPP 
or REIT security on a customer account statement 
if the general securities member can demonstrate 

that the estimated value is inaccurate as of the date 
of the valuation or is no longer accurate as a result 
of a material change in the operations or assets of 
the program or trust. See NASD Rule 2340(c)(4). In 
addition, the estimated value must have been 
developed from data that are no more than 18 
months old at the time the statement is issued. See 
NASD Rule 2340(c)(1)(B)(2). 

8 Rule 415(a)(5) under the Securities Act of 1933 
(‘‘Securities Act’’) provides that certain types of 
securities offerings, including continuous offerings 
of DPPs and REITs, may continue for no more than 
three years from the initial effective date of the 
registration statement. Under Rule 415(a)(6), the 
SEC may declare another registration statement for 
a DPP or REIT effective such that an offering can 
continue for another three-year offering period. 

9 Because NASD Rule 2340(c) permits the use of 
an estimated value developed from data that are no 
more than 18 months old, the estimated value from 
the annual report may be used until up to a year 
and a half from the conclusion of the offering. 

10 FINRA would not consider a last sale price of 
an unlisted REIT or DPP in the secondary market, 
by itself, to constitute a reason to believe that an 
estimate derived by one of the methodologies set 
forth in this proposal is unreliable because these 
transactions often are infrequent and the illiquid 
nature of the secondary market may result in large 
discounts from independent valuation prices. 

11 Generally, offering proceeds are placed in 
escrow until the minimum conditions of the 
offering are met, at which time the issuer is 
permitted to access the offering proceeds. 

12 This disclosure is typically included in the 
prospectus for REIT offerings and is described in 
the SEC’s Securities Act Industry Guide 5 
(Preparation of registration statements relating to 
interests in real estate limited partnerships). FINRA 
would permit the use of equivalent disclosure in 
DPP offerings if the disclosure provides a 
percentage amount available for investment by the 
issuer after deduction of organizational and offering 
expenses. 

provide periodic account statements to 
customers, on at least a quarterly basis, 
containing a description of any 
securities positions, money balances or 
account activity since the last statement. 
Paragraph (c) addresses the inclusion of 
per share estimated values for unlisted 
DPP or REIT securities held in customer 
accounts or included on customer 
account statements. The rule also 
provides for several disclosures 
regarding the illiquidity and resale 
value of unlisted DPPs and REITs. 

FINRA (then NASD) adopted these 
requirements 4 in part to respond to 
concerns expressed by the 
Commission’s Division of Trading and 
Markets (then Division of Market 
Regulation) (‘‘Division’’) regarding the 
sufficiency of information provided on 
customer account statements with 
respect to the current value of illiquid 
partnership securities.5 To address these 
concerns, the Division suggested that 
FINRA adopt a rule requiring members 
to, at a minimum, disclose: (1) There is 
no liquid market for most limited 
partnership interests; (2) that the value 
of a partnership, if any, reported on the 
account statement may not reflect a 
value at which customers can liquidate 
their positions; and (3) the source of any 
reported value and a short description 
of the methodology used to determine 
the value and the date the value was last 
determined. FINRA, therefore, 
developed the provisions found in 
paragraph (c) of NASD Rule 2340, 
which have not been amended since 
original adoption in 2000.6 

NASD Rule 2340(c) also addresses the 
sources that may be used in developing 
the per share estimated value included 
on a customer account statement. When 
an unlisted DPP or REIT security’s 
annual report includes a per share 
estimated value, the general securities 
member must include the estimated 
value from the annual report in the 
customer account statement or an 
estimated value from an independent 
valuation service or any other source, in 
the first account statement issued by the 
general securities member thereafter.7 

However, the customer account 
statement may not be left blank when an 
estimated value is included on an 
annual report. 

While the rule permits the use of 
estimated values from sources other 
than the annual report, it has become 
industry practice to include the annual 
report’s per share estimated value. 
During the offering period, the annual 
report typically reflects the security’s 
gross offering price (e.g., $10.00/share 
par value). A per share estimated value 
that reflects the gross offering price does 
not take into account organization and 
offering expenses or cash distributions 
that occur during the offering period. 
An initial offering period can last for 
three years and may be extended.8 
Customer account statements thus may 
reflect the gross offering price for up to 
seven and a half years.9 

FINRA proposes to eliminate the 
requirement in NASD Rule 2340(c) that 
general securities members, at a 
minimum, include the per share 
estimated value that is reflected on a 
DPP or REIT security’s annual report. 
Under the proposal, a general securities 
member would not be required to 
include in a customer account statement 
a per share estimated value for an 
unlisted DPP or REIT security, but any 
member (not only a general securities 
member) may choose to do so if the 
value has been developed in a manner 
reasonably designed to ensure that it is 
reliable, the member has no reason to 
believe that it is unreliable,10 and the 
account statement includes certain 
disclosures. FINRA proposes two 
methodologies under which an 
estimated value would be presumed 

reliable: (1) Net investment; and (2) 
independent valuation. 

The net investment methodology, 
which may be used for up to two years 
following the breaking of escrow,11 
would reflect the ‘‘net investment’’ 
disclosed in the issuer’s most recent 
periodic or current report (‘‘Issuer 
Report’’). ‘‘Net investment’’ must be 
based on the ‘‘amount available for 
investment’’ percentage in the 
‘‘Estimated Use of Proceeds’’ section of 
the offering prospectus or, where 
‘‘amount available for investment’’ is 
not provided, another equivalent 
disclosure.12 For example, if the 
prospectus for an offering with a $10 
offering price per share disclosed selling 
commissions totaling 10% of the 
offering proceeds and organizational 
and offering expenses of 2%, the 
amount available for investment would 
be 88%, or $8.80 per share. 

The per share estimated value also 
must deduct the portion, if any, of 
cumulative distributions per share that 
exceeded Generally Accepted 
Accounting Principles (‘‘GAAP’’) net 
income per share for the corresponding 
period, after adding back depreciation 
and amortization or depletion expenses. 
This provision recognizes that 
depreciation, amortization and 
depletion expenses reduce net income 
per share, but are not expenditures and 
do not impact the issuer’s cash reserves. 
In addition, the deduction for each 
distribution would be limited to the full 
amount of the distribution. Therefore, 
even if net income, which may be 
negative during the two years following 
the breaking of escrow, with 
depreciation and amortization or 
depletion expenses added back in 
equals a negative number, the required 
deduction from the net investment 
amount would be limited to the amount 
of the distribution (rather than being 
further reduced by the amount of any 
negative net income). 

The independent valuation 
methodology, which may be used at any 
time, would consist of the most recent 
valuation disclosed in the issuer’s 
periodic or current reports. The 
independent valuation methodology 
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Sustainability Issues 
 

Friday, April 4th 
9:30 am – 10:45 am 
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Boca Raton, FL 

 
 

Discussion Leaders: 
Brad Molotsky, EVP & General Counsel, Brandywine Realty Trust 

Sukanya Paciorek, SVP-Corporate Sustainability, Vornado Realty Trust 
Kirk Rogers, Partner, Grant Thornton LLP 



Benchmarking and Energy Savings 

Do buildings that consistently benchmark energy performance  

save energy? The answer is yes, based on the large number of 

buildings using the U.S. Environmental Protection Agency’s 

(EPA’s) ENERGY STAR Portfolio Manager to track and manage 

energy use. Over 35,000 buildings entered complete energy 

data in Portfolio Manager and received ENERGY STAR scores 

for 2008 through 2011, which represents three years of change 

from a 2008 baseline. These buildings realized savings every 

year, as measured by average weather-normalized energy use 

intensity and the ENERGY STAR score, which accounts for 

business activity. Their average annual savings is 2.4%, with a 

total savings of 7.0% and score increase of 6 points over the 

period of analysis. 

Buildings that start with lower ENERGY STAR scores and higher 

energy use achieve the greatest savings. In fact, buildings 

starting with below average energy efficiency in 2008 (i.e., score 

under 50) saved twice as much energy as those starting above 

average. 

What is Source Energy?   
Source energy is the 

amount of raw fuel required 

to operate your building. In 

addition to what you use on

-site, source energy 

includes losses from 

generation, transmission, 

and distribution of the 

energy. Source energy 

enables the most complete 

and equitable energy 

assessment.  Learn more 

at: www.energystar.gov/

SourceEnergy 

Which buildings experienced the 
greatest savings? 

What is the ENERGY STAR score? 
The ENERGY STAR score is a 1-to-100 assessment of a building’s energy efficiency, as compared with similar buildings nation-
wide. The score adjusts for climate and business activity. Learn more: www.energystar.gov/benchmark. 
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Over 70% of the buildings (25,926) reduced their energy 

consumption, as shown in blue below.  Close to 90% of these 

experienced average annual reductions in the range of 0 to 10%. 

A smaller number of buildings experienced average annual 

reductions greater than 10%, which may be expected with large 

scale energy efficiency investments. This suggests that slow and 

steady improvements over time are typical of buildings that 

consistently track and benchmark energy consumption. 

Energy savings were experienced by all building types. Among 

those with above average savings are Retail, Office, and K-12 

School, the sectors with the most buildings benchmarking in 

Portfolio Manager. These buildings represent over 60% of the 

buildings benchmarking consistently from 2008-2011. 

How do savings levels vary among  
buildings? 

Organizations benchmarking consistently in Portfolio Manager 

have achieved average energy savings of 2.4% per year, and an 

average increase in ENERGY STAR score of 2 points per year 

in their buildings. If all buildings in the U.S. followed a similar 

trend, over 18 million metric tons of carbon dioxide equivalents 

could be saved each year. Through 2020, the total savings could 

be approximately 25%. 

What is the financial value of  
benchmarking? 

The financial value of benchmarking can be expressed in terms 
that are meaningful to each building sector. A savings of 2.4% 

for three consecutive years is equivalent to the following: 

 For a 500,000 square foot office building:   

 Cumulative energy cost savings of $120,000 

 Increase in asset value of over $1 million 

 For a medium box retailer with 500 stores:   

 Cumulative energy cost savings of $2.5 million  

  Increase in sales of 0.89% 

 For a full service hotel chain with 100 properties:   

 Cumulative energy cost savings of $4.1 million  

 Increase in revenue per available room of $1.41 

 For an 800,000 square foot school district: 

 Cumulative energy cost savings of $140,000 

 Salary of 1.2 full time teachers each year 

What are the potential energy savings 
over time? 

Note: This analysis represents buildings benchmarking consistently from 2008 through 2011. The data is self reported and has been 
filtered to exclude outliers, incomplete records, and test facilities. Portfolio Manager is not a randomly selected sample and is not the 
basis of the ENERGY STAR score. To learn more, visit: www.energystar.gov/DataTrends.  
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Topics to be Discussed 

 Rule 3-14 Financials 

 SEC Areas of Focus on 2013 Annual Report Filings 
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Responses to Failed 2012 SOP Votes as Disclosed in 2013 Proxy 

Statements (41 Companies*) 

 

 

*Of 57 companies that (a) failed SOP in 2012 (source: Semler Brossy), (b) filed a proxy 
statement in 2013 and (c) passed  SOP in 2013 

 → 
 

Continued 

0

5

10

15

20

25

30

35



 Copyright 2014 
National Association of Real Estate Investment Trusts  
 

 
 

Historic and New Market 
Credits 

 
Friday, April 4th 

11:00 am – 12:15 pm 
Boca Raton Resort & Club 

Boca Raton, FL 
 
 

Discussion Leaders: 
Mark Einstein, Partner, CohnReznick LLP 

David Luker, Director-Taxes, Pennsylvania Real Estate Investment Trust 
Stephen Sharkey, Partner, DLA Piper 



April 4, 2014 
Einstein/Luker/Sharkey 

Historic Tax Credits and 
New Market Tax Credits 



2 
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1969, addressed cases in which a taxpayer did not have sufficient income to offset the losses 

resulting from the antitrust violation in the year the loss occurred or could not carryover such 

losses to the year in which the litigation damages were recovered due to the limitations on net 

operating loss carryovers (NOLs), which varied between five and seven years until 1981.  Under 

current law, NOLs may be carried forward for 20 years. 

 

Provision:  Under the provision, the special deduction for antitrust violations would be repealed.  

The provision would be effective for tax years beginning after 2014. 

 

JCT estimate:  According to JCT, the provision would increase revenues by less than $50 

million over 2014-2023. 

 

 

Sec. 3118.  Treatment of reforestation expenditures. 

 

Current law:  Under current law, costs incurred to improve property used in a trade or business 

generally must be capitalized and recovered through depreciation deductions over the useful life 

of the property.  A taxpayer, however, may elect to amortize reforestation expenditures over 84 

months (i.e., seven years).  In addition, a taxpayer may also elect to deduct up to $10,000 of 

certain reforestation expenditures that otherwise would be capitalized.  To the extent that 

reforestation expenditures exceed the $10,000 limit, a taxpayer may elect to amortize the 

remaining expenditures over 84 months.  The special rule applies to property in the United States 

that generally contains any type of trees in significant commercial quantities and that is held by 

the taxpayer for planting, cultivating, caring for and cutting of trees for sale or use in the 

commercial production of timber products. 

 

Provision:  Under the provision, the election to deduct up to $10,000 for reforestation 

expenditures would be repealed.  For purposes of the 84-month amortization election, the 

provision would limit the definition of qualifying timber property to U.S. property that (1) 

contains evergreen trees in commercial quantities that are reasonably expected to be cut down 

after they are more than six years old, and (2) is held for the planting, cultivating, caring for, and 

cutting of such trees for ornamental purposes.  The provision would be effective for expenditures 

paid or incurred in tax years beginning after 2014. 

 

JCT estimate:  According to JCT, the provision would increase revenues by $1.4 billion over 

2014-2023. 

 

 

Sec. 3119.  20-year amortization of goodwill and certain other intangibles. 

 

Current law:  Under current law, when a taxpayer acquires intangible assets held in connection 

with a trade or business, any value properly attributable to such intangible assets is amortizable 

on a straight-line basis over 15 years.  For these purposes, intangible assets generally include:  

goodwill; going-concern value; workforce in place; business books and records; any patent, 

copyright, formula, process, design, pattern, know-how, or similar item; any franchise, trademark 

or trade name; customer- and supplier-based intangibles; any license, permit, or other rights 
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	NAREIT Submission on Proposed Accounting Standards Update Insurance Contracts.pdf
	October 25, 2013 
	Ms. Susan Cosper 
	Technical Director 
	File Reference No. 2013-290 
	Financial Accounting Standards Board 
	401 Merritt 7 
	PO Box 5116 
	Norwalk, Connecticut 06856-5116 
	director@fasb.org 
	Delivered Electronically 
	File Reference No. 2013-290, Proposed Accounting Standards Update, Insurance Contracts (Topic 834)
	Dear Ms. Cosper: 
	This letter is submitted by the National Association of Real Estate Investment Trusts® (NAREIT) in response to the Proposed Accounting Standards Update, Insurance Contracts (Topic 834) (the Proposal) issued by the Financial Accounting Standards Board (FASB or Board). 
	NAREIT is the worldwide representative voice for real estate investment trusts (REITs) and publicly traded real estate companies with an interest in U.S. real estate and capital markets. NAREIT's members are REITs and other businesses throughout the world that own, operate and finance income-producing real estate, as well as those firms and individuals who advise, study and service those businesses. 
	REITs are generally deemed to operate as either Equity REITs or Mortgage REITs. Our members that operate as Equity REITs acquire, develop, lease and operate income-producing real estate. Our members that operate as Mortgage REITs finance housing and commercial real estate, by originating mortgages or by purchasing whole loans or mortgage backed securities in the secondary market.
	A useful way to look at the REIT industry is to consider an index of stock exchange-listed companies like the FTSE NAREIT All REITs Index, which covers both Equity REITs and Mortgage REITs. This Index contained 191 companies representing an an equity market capitalization of $676 billion at July 31, 2013. Of these companies, 152 
	were Equity REITs representing 90.9% of total U.S. listed REIT equity market capitalization (amounting to $614.7 billion). The remainder, as of July 31, 2013, was 39 publicly traded Mortgage REITs with a combined equity market capitalization of $61.3 billion. 
	This letter has been developed by a task force of NAREIT members, including members of NAREIT’s Best Financial Practices Council. Members of the task force include financial executives of both Equity and Mortgage REITs, representatives of major accounting firms, institutional investors and industry analysts.
	NAREIT has actively participated in the FASB’s and International Accounting Standards Board’s (IASB) (collectively, Boards) efforts to develop a single set of high quality financial standards. In the time since the Board commenced its efforts to converge U.S. Generally Accepted Accounting Standards with International Financial Reporting Standards (IFRS), NAREIT has commented on the majority of projects from the Boards’ joint Memorandum of Understanding. 
	NAREIT Recommendations 
	NAREIT recommends that the FASB take the following actions with respect to the Proposal:
	 Cease further work on the Insurance Contracts Proposal at least until the IASB evaluates feedback on its respective Insurance Proposal and then determine whether the IASB Proposal is an improvement to existing U.S. GAAP,
	 Clearly articulate that guarantees, representations and warranties, and indemnifications in leasing, revenue, and real estate transactions are outside the scope of the Proposal, and
	 Synthesize the scope of the Insurance Contracts Proposal with current Insurance Guidance in U.S. GAAP.
	These recommendations and other considerations are discussed in greater detail below.
	Cease further work on the Insurance Contracts Proposal at least until the IASB evaluates feedback on its respective Insurance Proposal and then determine whether the IASB Proposal is an improvement to existing U.S. GAAP
	NAREIT understands that the FASB undertook a project on Insurance Contracts in order to develop a single converged Insurance standard with the IASB. To our knowledge, there has been no public outcry from regulators, auditors, or investors alike with respect to the manner that provisions like guarantees, representations, warranties and indemnifications are reported under current real estate and related accounting guidance. Additionally, after observing the Boards’ ongoing deliberations on the Insurance project and evaluating the respective exposure drafts that have been issued by the Boards, NAREIT observes that the Boards have not achieved a converged Insurance standard. Given that the Boards have been unable to agree on a converged standard that would meet the overall objective of the Insurance Project, NAREIT recommends that the FASB cease its work on the Insurance Project at least until the IASB has received and evaluated feedback on its exposure draft. At that point, we believe that it would be prudent for the FASB to reconvene with the IASB in evaluating whether or not the IASB’s Insurance Proposal is an improvement over existing U.S. GAAP.
	Clearly articulate that guarantees, representations and warranties, and indemnifications related to leasing, revenue, and real estate transactions are outside the scope of the Proposal 
	NAREIT observes that there appear to be inconsistencies with respect to the scope and scope exceptions of the Proposal between the “Proposed Guidance” and “Basis for Conclusions.” While paragraph BC58 seems to suggest that guarantees pertaining to revenue would be outside the scope of the Proposal, we noted that minimum revenue guarantees are cited as an example of insurance contracts. We found additional inconsistencies with respect to guarantees in leasing and real estate transactions. For example, paragraph BC58 states that
	The Board also decided that guarantees that are specifically addressed by other Topics, such as leasing, revenue recognition, or real estate, should not be in the scope of this proposed Update. In those cases, the Board assessed the specific economic characteristics and determined specified accounting for those guarantees. The Board decided that entities issuing those guarantees should not be required to adopt the guidance in this proposed Update because the costs may outweigh the benefits.
	We attempted to reconcile this paragraph with the paragraphs on Scope and Scope Exceptions on pages 24 through 26 of the Proposal and related examples and were unable to do so in an unambiguous way. 
	Guarantees, representations, warranties, and indemnifications are pervasive in virtually all real estate transactions. For example, a standard real estate sale/purchase contract may contain the following representations and warranties, among others:
	 That seller is the legal titleholder of the property;
	 That all documents are consistent with the seller’s organizational documents;
	 That rent rolls provided to the buyer represent a true, complete and correct listing of all leases in effect as of a given date;
	 That seller has not received any written notice from government authorities advising seller of any violation of any law or regulation;
	 That there are no pending or threatened actions or legal proceedings;
	 That there are no environmental issues with the property which is subject to the transaction;
	 That the purchaser will not sell the acquired property for a specified period of time.
	It is important to note that generally, these representations and warranties are limited in terms of time and dollar exposure. Many are effective for less than a year from the closing of the transaction and claims are limited by maximum amounts.
	We believe that current real estate guidance in Topic 360 appropriately addresses the accounting treatment for this provision, among others. Therefore, NAREIT recommends that the Board clearly articulate that guarantees, representations and warranties, and indemnifications related to leasing, revenue, and real estate transactions are outside the scope of the Proposal. As the Basis for Conclusions is not included in the codification, NAREIT recommends that the Board ensure that these scope and scope exceptions are included in the final codified standard.
	Synthesize the scope of the Insurance Contracts Proposal with current Insurance Guidance in U.S. GAAP
	Irrespective of whether or not the FASB follows our first recommendation above, NAREIT recommends that the Board re-evaluate the overall scope of the Proposal. NAREIT observes that developing a principles-based standard for insurance accounting has its conceptual merits. However, at the same time, NAREIT notes that there are approximately twenty pages dedicated to the scope of the Proposal. The FASB has justified extensive scope exceptions based on the fact that other U.S. GAAP provides users of financial statements with better information or due to implementation costs and market disruption exceeding any perceived benefit. In our view, a standard that is intended to be principles-based should not require this amount of interpretive guidance to establish the types of contracts that are subject to the accounting model. NAREIT recommends that the FASB develop new accounting guidance, to the extent that investors request it, for insurance transactions currently within the scope of ASC 944, Insurance.
	Based on our evaluation of the Proposal, common transactions executed by NAREIT member companies could be subject to the Proposal. NAREIT believes that these transactions should not be included in the scope of the Proposal, as the transactions do not include insurance risk in the parent company consolidated financial statements and are far better addressed in a manner consistent with financial instruments accounting for credit risk or in other current U.S. GAAP for contingencies or guarantees. These transactions include:
	 Captive insurance subsidiaries;
	 Indemnities in real estate sales agreements;
	 Seller support of operations;
	 Guarantees of securitized financial assets; and
	 Representations and warranties made in whole loan sales.
	Further analysis of these transactions is included below.
	Captive insurance subsidiaries
	The Proposal would create dual-reporting requirements for non-insurance parent companies with captive insurance subsidiaries that have statutory reporting requirements for some NAREIT member companies. For example, a REIT may have a captive insurance subsidiary that covers losses related to "slip and fall" claims.  In a typical arrangement, the captive insurance subsidiary issues an insurance contract(s) to the parent to cover any losses incurred as a result of these claims. Currently, the model to calculate the claims reserve is the same for both the captive subsidiary and the parent as both are based on accounting guidance in Accounting Standard Codification (ASC) 450, Contingencies, and ASC 460, Guarantees (e.g., actuarial model based on the sum of estimated losses on known claims and an “incurred but not reported” reserve).   
	The Proposal would require the captive insurance subsidiary (i.e., the issuer of the contracts to its parent) to account for the insurance contract under the new model. The parent itself does not have an insurance contract with the slip and fall claimant, therefore it would continue to calculate its reserve under the old model.  For external reporting purposes with the Securities and Exchange Commission at the parent level, this intercompany insurance contract would eliminate in consolidation. However, for statutory purposes, our concern is that the captive insurance subsidiary would be required to report under the Proposal. This would result in dual reporting whereby a company would be required to calculate its reserve under both models for statutory and parent-level financial reporting. The fact that the same transaction would be accounted for differently adds undue complexity and cost and lack of transparency in the financial reporting process. 
	Indemnities in real estate sales agreements
	NAREIT is concerned that indemnities resulting from representations and warranties within real estate sales contracts (e.g., the building is structurally sound, the title is free of liens, there are no environmental issues, etc.) could be interpreted as being included in the scope of the Proposal. The Proposal would require the seller to separate a performance obligation related to these indemnities, measure a related liability in accordance with the new model, and recognize revenue over time, based on probability weighted scenarios for loss history. In our view, the Board should clarify that the following scenarios would be outside the scope of the Proposal:
	 Warranties issued by a manufacturer, dealer, or retailer of a product are excluded from the scope of the Proposal. If a company constructed the property that was sold, it might be able to argue that it is providing a warranty of its own product, and is therefore outside of the scope.  What if the company develops the property, but utilizes a general contractor to build the project? What if the company leased the property for a number of years before making the decision to sell the property? In this scenario, could the company also argue that it is selling and providing a warranty of its own product?  In our view, each of these examples requires further clarifying guidance to ensure consistent application of the Proposal.
	 The development of probability-weighted loss scenarios for similar contracts would be difficult to implement and operationalize for the representations and warranties within real estate contracts. While the representations and warranties may be similar from contract to contract, the circumstances surrounding the particular properties sold are likely much more unique than that of a pool of largely homogenous contracts (e.g., automobile insurance). For example, two sales contracts might contain the same provisions, but one contract might relate to a property that previously had environmental issues while the other relates to a property where there are no known issues. How would the guidance apply in these scenarios? It would appear that the insurance liability would differ due to the underlying circumstances even though the contract language is identical.
	Seller support of operations
	Under current guidance in ASC 360-20, Real Estate Sales, a seller that provides a cash flow guarantee to a buyer would likely be unable to recognize the sale and any associated profit. It is unclear to us how the Proposal would interact with the proposed FASB/IASB Revenue from Contracts with Customers Proposal. Would a company be permitted to recognize a sale? Would a company separate performance obligations for the sales transaction from the guarantee? How would the sales price and related profit be allocated between the components? NAREIT questions whether the accounting treatment under the Proposal would provide users of financial statements with more transparent or more useful information.
	Guarantees of securitized financial assets
	Example 4 of the Proposal indicates that guarantees on securitized assets would be treated as insurance because “financial institutions provide representations and warranties that certain assets transferred in securitization transactions conform to specified guidelines. The financial institution may be required to repurchase those assets or indemnify the purchaser against losses if the assets do not meet certain conforming guidelines.” Mortgage REITs may provide guarantees in securitization transactions. For example, a purchase and sale agreement typically contains a clause requiring the seller to repurchase the mortgage loan if it becomes 30 days delinquent during the 90 day period subsequent to sale date or if the loan required primary mortgage insurance and that insurance is denied. There is no premium paid for these representations and warrantees. We are concerned that these normal representations and warranties in a sales transaction would be considered insurance under the Proposal. It is unclear why these representations and warranties should be considered insurance or why there is insurance risk in these transactions. The example notes that the triggering event is “Representation and/or warranties provided by a third party not met in a securitization;” however, there is no representation or warranty by a third party, there is merely a representation regarding the credit quality of the loan by the seller. We believe that the risk involved with these representations and warranties is credit risk rather than insurance risk.  Given that the definition of financial risk includes a change in credit rating or credit index, presumably that risk incorporates an element of credit risk.  We suggest that the definition of financial risk in the Proposal be amended as follows:
	Financial risk – The risk of a possible change in one or more of a specified interest rate, financial instrument price, commodity price, foreign exchange rate, index or prices or risk, credit rating or credit index, or other variable.  Financial risk includes interest rate risk, foreign exchange risk, credit risk and liquidity risk.
	Representations and warranties made in whole loan sales
	Mortgage REITs may sell whole loans to agencies of the U.S. Government, such as Ginnie Mae, or federally chartered corporations, such as Freddie Mac or Fannie Mae. In these transactions, the seller may also have to repurchase the loan in the event that breach of any of the representation and warranties adversely affects the value of the mortgage loan. In our view, it is unclear why this type of representation and warranty would be considered an insurance contract under the Proposal, when the financial institution is merely making certain representations of the loan product it is selling to the agency. Again, there is no premium paid by Freddie Mac or Fannie Mae for these representations. It should be noted, unlike the 90 day period mentioned above for non-agency securitizations, these entities may exercise their rights under the representations and warrantees any time during the life of the loan should it be found the original underwriting did not meet their standards.  
	NAREIT recommends that the Board specifically exclude normal representation and warranties made by the seller of loans or other financial instruments and financial guarantees from the Proposal.  Alternatively, the Board could permit a policy election similar to current IASB guidance between insurance and financial instruments for financial guarantees, as many financial institutions view these instruments as having credit risk rather than insurance risk. In our view, the complexity and cost of implementing insurance accounting for these financial guarantees outweighs the perceived benefit of requiring the subsequent measurement of the financial guarantee to be “based upon the present value of the expected cash flows rather than recognizing an undiscounted best estimate liability (or updating an initial estimate) when the specified event is incurred.”
	Conclusion
	NAREIT supports the Board’s effort to converge U.S. GAAP with IFRS. Given that the FASB and IASB have been unable to achieve this primary objective on the Joint Insurance Project to date, we do not see the benefit for the FASB to go forward with developing a new insurance standard. Therefore, we recommend that the Board cease work on the Proposal at least until it can evaluate the feedback that the IASB received on its respective Proposal. At that point, the Board could make an informed decision as to whether the IASB Proposal would be an improvement over existing U.S. GAAP. Additionally, we have not heard criticism of the manner that the transactions we cited above are treated under current U.S. GAAP. In our view, the current accounting models have provided users of financial statements with sufficient information to make capital allocation decisions. We observe that the far-reaching scope of the Proposal would obfuscate financial reporting by suggesting that transactions that have financial risk would also have an element of insurance risk. NAREIT questions whether the broad scope of the Proposal was the intent of the Board. Nevertheless, should the Board decide to move forward with a new Insurance standard, NAREIT respectfully requests that the Board fundamentally rethink the scope of the Proposal, and instead narrow the scope to include insurance transactions currently subject to ASC 944, Insurance.
	* * *
	We thank the FASB for the opportunity to comment on the Proposal. If you would like
	to discuss our views in greater detail, please contact George Yungmann, NAREIT’s Senior Vice President, Financial Standards, at gyungmann@nareit.com or 1-202-739-9432, or Christopher Drula, NAREIT’s Vice President, Financial Standards, at cdrula@nareit.com or 1-202-739-9442.
	Respectfully submitted,
	George Yungmann
	Senior Vice President, Financial Standards
	NAREIT
	Christopher T. Drula
	Vice President, Financial Standards
	NAREIT
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	Before the Senate Committee on Banking, Housing, and Urban Affairs
	October 1, 2013
	Chairman Johnson, Ranking Member Crapo, Members of the Committee, thank you for inviting me to testify here today in support of your overall efforts toward housing finance reform and specifically regarding fundamentals of a functioning private label m...
	My name is John Gidman.  I am an Executive Vice President of Loomis, Sayles & Company in Boston, Massachusetts, and am testifying here today in my role as President of the Association of Institutional INVESTORS (the Association).  The Association is a...
	Our member firms manage investments for more than 80,000 pension plans, 401Ks, and mutual funds on behalf of more than 100 million workers and retirees.  Our clients include companies and labor unions, public and private pension plans, mutual funds, a...
	Our clients are able to rely on us to prudently manage their investments in part due to the fiduciary duty we owe these organizations and individuals.  We recognize the significance of this role and my testimony today is intended to reflect not just t...
	We recognize the vital role robust housing finance markets play in our society.  These markets traditionally provided generations of families, across a variety of income levels, pathways to gain home ownership.  For decades, this defined the American ...
	Lessons Learned from the Housing Crisis
	Institutional investors, like all participants in the mortgage market, have learned many lessons from the financial crisis.  We learned that the stress of high unemployment and the decline in housing prices exposed certain structural weaknesses in the...
	We recognize the critical role trustees play in the functioning of PLS mortgage markets but believe that they were not and are still not legally compelled, nor financially incented, to appropriately safeguard the interests of the trusts they represent.
	We are keenly aware that the incentives of the originator and the buyer of the risk were not and are still not aligned, because the originator typically sells all, or nearly all, of their economic interest in the securitization.  This is a fundamental...
	Institutional investors see that documentation was not and still is not standardized and that the strength of representations and warranties varies depending on the issuer.
	Institutional investors also consider that the enforcement of existing contracts was and is still weak, particularly where vertically integrated financial institutions often serve as issuers, trustees, originators, and servicers, creating conflicts of...
	As a result of these structural weaknesses, little has improved in legacy residential mortgage backed securities (RMBS) reporting, enforcement of representations and warranties, or oversight of servicer performance.  A typical monthly report today for...
	Overview of the Current PLS Market
	The absolute volumes of new issuances remain a very small fraction of what they were before the 2008 crisis.   However, today, the quality of the collateral underlying the PLS market has generally improved.  New issue RMBS markets have reopened as of ...
	The fundamental structural and process weaknesses for non-agency RMBS securitization have not been fixed in the current PLS market.  The issuance process itself is very opaque.  Ratings continue to be shopped, issuers are still incentivized to water d...
	Additional uncertainty has also been added to the market due to concerns that make it harder for investors to price risk, which consequently makes it harder for investors to justify investing in the sector. Included among the factors increasing uncert...
	We do not believe that the PLS market is robust enough, given the current structural risks, to sustainably absorb significantly more supply, especially if the supply includes deals with lower subordination levels or collateralized by loans from borrow...
	Buy-and-hold institutional investors will either require much higher yields – yields that are likely to render credit unavailable to those middle-class borrowers most in need of it – or will likely not participate in sufficient size to support the mar...
	Current PLS Market Borrowing Characteristics and Loan Level Data
	As I alluded to, from a credit perspective, the types of loans currently being securitized are of a very high quality.  Typically, the loans have a 66% average loan-to-value and a 760 average FICO score, with very few second liens and no mortgage insu...
	The following table shows the volume and average credit characteristics of Jumbo Prime issuance from 2011 through 2013.
	There is also a need for continued access to robust loan level data.  Prior to the crisis, investors did receive some loan level data for RMBS.  Today, data for new issue deals contains more information and more accurately represents credit risks.  Ho...
	General Thoughts on Housing Reform
	While the PLS market has improved since the financial crisis, in our view, meaningful regulatory and operational changes must be made before the market can fully recover.  Institutional investors want to be able to invest in the mortgage sector, on be...
	Therefore, we fully support Congress’ efforts to reform the mortgage market.  In doing so, we believe Congress should consider the agency market and the PLS market as part of one inter connected mortgage finance system.  We believe that any regulation...
	S. 1217, the Housing Finance Reform and Taxpayer Protection Act, which was introduced earlier this year by Senators Bob Corker (R-TN) and Mark Warner (D-VA), and is co-sponsored by six other bipartisan members of the Senate Banking Committee, addresse...
	The bill’s risk sharing mechanism offers a promising solution that we believe could work if investors’ need for a fiduciary standard for trustees is mandated.  In July 2013, Freddie Mac issued the first risk-sharing deal in the RMBS market, called STA...
	The legislation also provides helpful language to address investor concerns with the PLS market regarding issues like standardization of documentation and enforcing representations and warranties.  Title II, Subtitle C of S. 1217, in particular, refle...
	S. 1217, however, did not address several fundamental investor concerns.  These issues include: (1) creating a fiduciary duty for trustees and servicers; (2) addressing the assignee liability provisions included in Section 1413 of the Dodd-Frank Wall ...
	Fiduciary Duty for Trustees and Servicers
	Investor confidence is a foundation of the PLS market, therefore investors should have proper recourse to the parties. However, since the financial crisis began, a failure in the structure of the PLS market has been apparent: trustees do not have a re...
	To address these concerns and create better investor confidence, any mortgage market reform legislation should include trustee fiduciary duties to oversee the maintenance of trusts and enforce put-back obligations for faulty loans with regulatory over...
	Recent developments have underscored the lack of trustee fiduciary duty as the ongoing critical gap in the PLS marketplace.  Situations like last year’s Attorneys General mortgage servicing settlement (the AG Settlement), where investors were not invo...
	The AG Settlement, while unprecedented, is also not an isolated example of a situation where trustees or servicers act in their financial interest rather than in the best interests of investors.  Recently, for example, there have been media reports th...
	Implementing a fiduciary duty for trustees would also spur further investment in the market, because investors would be assured that the trustee was acting in the best interests of the trusts’ investors and incentives were properly aligned. Further, a...
	In addition to incentivizing private capital to return because investors’ rights would be better protected, creating a fiduciary duty would also reduce the incentives that currently exist to invest with the GSEs.   Under the current model, the GSEs ar...
	Assignee Liability
	We believe that assignee liability once implemented and as currently defined in regulation will lead institutional investors to avoid the PLS market.
	The Dodd-Frank Act and the CFPB’s subsequent regulations create a path for a defaulting borrower to sue the lender for irresponsible lending.  We agree with this principle and believe that it is good to hold originators accountable for predatory lendi...
	Such lawsuits are also not limited to the loan amount.  Rather, potential damages awarded against the PLS trust, as the assignee, could equal to the sum of all finance charges and fees paid by the borrower (up to three years’ worth from the originatio...
	Given this potential liability, assignee liability risk may already be affecting the PLS market, even in advance of the CFPB’s ability-to-repay requirements going into effect in January 2014.  Institutional investors in this market are not close enoug...
	To address these concerns, we are supportive of any efforts to reduce the risk of assignee liability under Dodd-Frank and the CFPB regulations and to increase access to the ability-to-repay safe harbor.  The best way to accomplish this goal would be b...
	Eminent Domain
	It seems in every crisis, there are powerful and well-connected opportunists that prey again on the victims.  Certain jurisdictions are considering implementing a program designed and aggressively marketed by a private fund whereby a city would rent o...
	Under the fund’s plan, cities would seize current performing mortgages that are in trusts held by pension plans, 401(k) plans and mutual funds across the United States and managed by our members. If mortgages are taken by eminent domain, we will take ...
	As fiduciaries, we have a duty to ensure that the investments we make on behalf of our clients are in their best interests. Therefore, after eminent domain is used, we will be forced to weigh the possibility that future mortgage contracts will not be ...
	Given these concerns, the Association believes any GSE reform legislation should include language similar to the language in H.R. 2733, the Defending American Taxpayers from Abusive Government Takings Act of 2013, which was included in the PATH Act (H...
	Conclusion
	As the Committee continues to consider housing finance reform, we hope our perspectives support your efforts.  Each of our suggestions is intended to help promote a vibrant secondary mortgage market, accomplish your goal of reducing the government foo...
	Thank you for the opportunity to participate in today’s hearing.
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