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Sent Via Ernail to Director@faski.org

Noveniber 17, 2010
Finarigidl Accounting Standards Board

Re: Proposal to Adopt Fair Value Accounting afid Lease-Accalinting Standatds

{adiesand gentlemeny:

It writing today in the hope that you will consider the ramifications of pend:ng proposals to refarm
accounting stand ards relative to: how wevaluereal estate assets: and leasesin our ﬁnancia! statements:
There dite three spedific ateas of condern that are'Sharéd by our company’s senior managers; board of
divectors antl professional advisors relativé to-the groposals: They are!

1} ‘Bersefit and suitability for e used of dul financialstaténients
2} L:ablhty related to establishing procgdures, For antl reporiing of results.
). Costio administer procedures and ensure: compliance

Benefitand suitability for the e, The ﬁna nua% mfomatlon we report to the pubizc is oniy as usefui 4%,
the ability of the liserto Linders . 1 bel j 4 is i it is:
voltimintus of compiicated’for someohe wuth !nm:ted business knowledgé Manv of the people'| talk 1o
tell me that without an accountant théy tannot fully: ihderstand whitis bemg repoited, Wehake ah
effort.in our: presentations totry ¢ and sumpty financial resultsas much as possible forthis reason.

fifhen we report finantial results to our’ lenders -we often make adjustment 1o the nutibers regorted 1o
simiplify them. For example it is comimbn practice | for a lender to require GAAP income to be:adjusted to.
#xclude straight fing’ rehts and income or expense from intangible 16asé assets orliabilities: The
proposalsat. Hand woild add 4 sugniﬁcant additionsl layer of adjustments to reclassify major
components wfincomeand expense to.conform tothe mmphanc:e reporﬁing of the lenders! The
majarity of dur réguired campliance is based ofi receipt. of rental income, so.if the proposals.are
adopted, we would fieed to keep a'sep ite Set of isoks based-an currgnt standards. This wolild placea
significant burden on us as we place intlividual finanicing on éach asset that we pun:hase

Cur industry has’ adopted a ingasure of pmf’tabii:ty based on Funds From Opérations; of FFO. Use of this

measure allows a Real.Estate inyestment Trust to compare. its results with Industry peers. ‘This measure

would, in my opinion, becorfie obsolete as each individual company would determine the vajue of leases

based on potentially different &fitéria. Whateveér objectivity there is to this process would be lost or, ata
triinifum, subject to question
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abzhtg flelated to Establishing Procedures %%-hstqncal cost financial statements are based on contrad
facts while fair vatue statements will be based dn. assumptions présent dta particular gointin time.

Commercial real estate values are deétermined i large) partbased on an indome strearm gengrated

through iedse-obligations. To the extent we value our assets of have. them valued it will be necessary
us to determine which leases we believe will be renéwed at estimated Jease rates. Further, we will he
to make assumptions related to lease options. These assumplions will be based on information whicl
subject to continual change including lease terminations; reéntal reductions, ete. in$hort; some of the
valuations will be.out date-as soon as they are completed. How ¢an senior management certify the

'rehabthty of the valuationsand resulting financial performarice under these cifcurnstances? How can

‘board of difectors approve: the fssuance of financial statements under-these circumstances?

Cost'to Administer Procedures. Under curfent conditions, we value each acqu:smon 1o determing

intangibles and straight line rents associated with that! pun:hase at the time of ctasing The strmght J

renits must be continially updated:as lease attivity oecurs, This'is a time: consuming and expanswe
process. Requiring quarterly adjustments to gdch property value arid the prasent value of the lease
mcome strea “j_ : dd;t;on 0 these procedures wnil place # dispropc:rtionate burden on us. We wouit

'Would also hkeiy need to engage mdependent professmnais to JSsue opinionson our valuatzons or
actually perform separate valuations. Inany case the tosts will bie substantial.

Property valuations certainly havie a place i ifi a financial report and tould be included as suppletietits
information. The frequency of such présentation should Jikely depend upbn the extent to which
management’s estimates would be considered appropriate: The cost of repetitive third party-valuath
would beexcessive.

Potential lease valuations are, in my opinian, subject to 100 much vn!at:itty to be considered reliable
Reiimrtmg amiortization and interest income in place. of rental income is fraught with coraplication. A
is, Wé Feport our projected annualincome stream from leases as supplemental information in each ¢

our finanicial filings: This datais ‘relevarit because it i easily understood.

{apprecidte the board’s consideration of my comments-and would be pleased to answer any questic
o provide additional information regarding this matter.

Sincerély,

Pyt s—

B'arry' L. Lazarus, CPA
President/CO0

INLAND DIVERSFIED REAL ESTATE TRUST, INC.





