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Y/ AMB PROPERTY CORPORATION

October 24, 2003

Letter of Comment No: 5 / A’
File Reference: 1100-LEU
Date Received: /0/2 ~’// 03

Via fax: Fax: (203) 849-9714

Mr. Robert Herz

Chairman

Financial Accounting Standards Board
401 Metrire 7

P.0O. Box 5116

Norwalk, Connecticut 06856-5116

Rer Sratement of Financial Accounting Standard No. 150— Accownting for Certain Financial
Instruments with Characteristics of both Liabilities and Equaty

Deaz Mr. Herz:

T'am the Chief Financial Officex of AMB Propezty Corporation, a public real estate investment wust
(REIT) with total assets of over $5 billion. I am writing the Financial Accoundng Standards Board
(the Board) to strongly urge the Board to reconsider certain aspects of Sratement of Financial
Accounung Standard No. 150, Acwwnting for Certuin Financial Instriments with Characteristios of both
Liabilities and Eqsity (STAS 150).

As currently being interpreted, SFAS 150 will significantly impact the rez] estate industry. ‘The
implicarions of SFAS 150 were not clear to us uatil we began implementing the standard.

We, like many other real estre companies, invest in entides that are organized in 2 parmership
strucrare (or “partnership-like” strucrure such as a limited liability company). Significant portions of
our assets are owned in parterships that we consolidate for financial reporting purposes. By
practice, ot as requited by certain state reporting statutes, our joint ventutes have finite lives. Based
upon cuzzent GAAD, prior to SFAS 150, we carry the minority interest liability at book value.

Based upon consulttions with our accountants at PricewaterhouseCoopurs, we understand that
pursuant to the provisions of paragraph 9 of STAS 130, effcctive in the third quartct of 2003, that
our consolidated joint ventures will meet the definition of mandatorily redeemable financial
instruments because they have finite lives. We would therefore be required to report the minonty
interests share of the joint ventures fair value as liabilities and measure their fajr value at each
balance sheer date. Further, the changes to the fair value of the minority interests will be included in
our operating results for the periods in which the change occuss. As a result, when assets decline in
value, we will record income attziburable o such minority intercsts and when assets appreciate, we
will record additional expense. This accoundng will not result in financial reporting that faithfully
represents the economics of a parent company’s interese in consolidated, joindy-owned entdes.
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The majority of our consolidated joint vearures provide our minority investors with a residual
interest in the final liquidaton of the net assets of the entity. When these entities are consolidated in
the financia] statements of AMB, SFAS 150 will produce an anomalous result of requiring the
minority intezest liability to be adjusted to sertlement value based on the fair value of the joint
venture’s underlying asscts while those asscts continue to be carried at historical cost in the
consolidated financial statements. More simply, the very changes in asset value that create the
recognized adjustuments to the SFAS 150-minoriry interest Liability are not themselves reflected in the
parent’s consolidated financial statements.

Since we determined the applicability of this standard several weeks ago, we have been working on
implementation of SFAS 150 and I have been able to see first hand the complexides this standard
will add to our financial statements. It is clear to me that this standard vwill only serve to confuse our
investors and financial statement readers,

We request that the Board urgently address this inappropriate financial reporting result. We believe
that, at the very least, the Board should defer the application of SFAS 150 to those liabilides that
represent residual interests with the right to participate in the final liquidadon of the net assets of an
entity that is included in the consolidated financial statements.

If you have any questions regarding this response, please call me at 415-733-9405. Thank you in
advance for your consideration.

Sincerely

AMB Property Corporation

o LI

Michael A. Coke
Chief Financial Officer

cc George Yungmann
V.P. Financial Standards
NAREIT
1875 Lye Streer, NW
Suite 600
Washington, DC 60006-5413
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