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December 14, 2007 
 
Mr. Russell G. Golden 
Director of Technical Application and Implementation Activities 
Financial Accounting Standards Board 
401 Merritt 7 
P.O. Box 5116 
Norwalk, CT  06856-5116 
 
RE: File Reference: Proposed FSP SOP 07-1-a 
 
Dear Mr. Golden, 
 
The Real Estate Information Standards (REIS) Board and REIS Council are writing to you to express our support of the 
proposed FASB Staff Position (FSP) SOP 07-1-a which would delay the effective date of AICPA Statement of Position 07-1, 
Clarification of the Scope of the Audit and Accounting Guide Investment Companies and Accounting by Parent Companies 
and Equity Method Investors for Investments in Investment Companies (SOP 07-1).  As discussed in the October 12, 2007 
letter to Mr. Robert Herz (see copy attached), we believe that deferral of SOP 07-1 is critical in order to avoid a resulting lack 
of consistency and comparability in reporting in our industry and to prevent the introduction of unnecessary confusion among 
institutional investors.  However, we also believe that discontinuance of the SOP would not be in the best interests of 
investors in our industry and request that deferral be limited to the amount of time necessary to address critical 
implementation issues. 
 
One of the concerns we have pertains to the proper application of investment company accounting to real estate funds that are 
required to apply the AICPA Audit and Accounting Guide Investment Companies (the IC Guide) as we understand that 
diversity in views exists in this area among audit firms serving our industry (as well as other participants in our industry).  
With regard to this concern, we understand that efforts are underway through the Real Estate Funds Project at the AICPA to 
provide much needed guidance and expect that such guidance, which may take the form of an AICPA Technical Practice Aid, 
will result in consistency in interpretation among audit firms and others in our industry with respect to reasonable application 
of investment company accounting to real estate funds.  However, because the TPA is not available at this time we consider 
deferral of SOP 07-1 to be critical for our industry until such time as the TPA becomes available. 
 
A second concern relates to the apparent difficulty in the interpretation of SOP 07-1 as it pertains to the determination of 
which entities in the real estate industry are required to apply the IC Guide.  In this regard, we understand that at present there 
remains notable diversity in views among audit firms serving our industry (as well as other participants in our industry) with 
regard to the aspects of SOP 07-1 that pertain to the scope of the IC Guide and the related application to real estate entities.  
We also understand that this diversity in views may involve circumstances where related parties and affiliates of an entity are 
conducting a de minimis, more than de minimis, or a majority of non-investment activities for property investments of an 
entity (i.e. property management, leasing, developmental activities, etc.)  Accordingly, in addition to a reasonable deferral 
period, we request that sufficient interpretive guidance be provided to audit firms as well as others in our industry (perhaps 
through an AICPA Technical Practice Aid) in order to achieve reasonable consistency in the application of the SOP within 
our industry. 
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The existence of notable diversity in views on such matters as described above has left the institutional real estate investment 
industry without a clear path to properly implement SOP 07-1.  Such an implementation effort is a substantial undertaking for 
our industry and can only be accomplished after such time as consistency in interpretation is achieved among audit firms and 
preparers.  In this regard, we request that the length of the proposed deferral of the SOP consider the length of time required 
to provide our industry with the requisite application guidance described above.  Once this guidance is available, we request 
that the Financial Accounting Standards Board end the deferral of SOP 07-1. 
 
We would like to thank you for affording us the opportunity to comment upon the proposed deferral of SOP 07-1 as outlined 
in FSP SOP 07-1-a and are grateful for your consideration of the matters discussed above. 

 
 
Yours truly, 

Douglas Poutasse 
Executive Director, NCREIF 
Chairman, Real Estate Information Standards Board 

 

 

Attachment – Letter to Mr. Herz, FASB, October 12 

 








