
Best Financial
Practices Disclosure
Joint Ventures Reported on
the Equity Method

In its effort to enhance the quality and 
effectiveness of industry financial practices,
NAREIT’s Best Financial Practices Council
below offers this third in a series of “best 
practices” disclosures related to items of 
particular importance to real estate investment
trust (REIT) and other real estate company finan-
cial or operations reporting.  NAREIT member
companies currently provide disclosures about
joint venture arrangements required by generally
accepted accounting principles (GAAP) and
many provide supplemental disclosures.  This
National Policy Bulletin discusses the usefulness
of certain additional supplemental disclosures
and provides examples of disclosures from 
current real estate company reports to 
shareholders.  NAREIT believes that the specific
content and manner in which the disclosures are
presented should be based on the business 
judgement of the management of each company.

The use of joint ventures in the real estate 
industry to raise capital or undertake 
development projects has increased significantly
in the past few years.  The complexity associated
with the financial reporting of joint venture
arrangements has led financial statement users to

seek a better understanding of these 
arrangements through enhanced disclosure.  

Because the purpose of a joint venture and the
appropriate level of disclosure detail will differ
for each company, a company’s management
should use its judgment to determine how the
data is aggregated (i.e., whether it discloses its
joint venture arrangements by individual joint
venture, by groups of properties, or groups of
joint ventures.)  Nevertheless, to enhance a
financial statement user’s understanding of 
significant ventures, it is recommended that a
company: discuss the primary business purpose
of the use of joint ventures; provide a description
about the ownership structure of a venture; and
describe significant terms and conditions that
provide a clear understanding about expected and
contingent cash flows to or from the venture.
Some of the terms may include, but should not
be limited to, effective economic interest, control
issues, contingent capital obligations, revenue
splits, preferences, earn outs, exit conditions,
permissible outs, and recourse information.  It
also may be appropriate to report any non-cash
amounts included in earnings that are related to
joint ventures.  

Another area of importance is the disclosure of
any significant policies that govern the activities
of a joint venture.  These policies might include
types of transactions and relationships prohibited
by a company’s Board of Directors or executive
management.  The existence of related party
transactions also should be disclosed.  
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Finally, it would be appropriate to describe any
financial risks associated with joint ventures.
This might include the disclosure of amounts of
any guarantees and other potential financial 
obligations related to the reporting entity’s
investments in joint ventures.  

The examples on the following pages 
include joint venture disclosures from three REITs
(Boston Properties Inc. - first quarter 2002
Supplemental Operating and Financial Data;
Equity Office Properties Trust - 2001 
10-K Filing; Keystone Property Trust - first
quarter 2002 Supplemental Operating and
Financial Data) and a disclosure developed by
the Council.

Other good examples of joint venture financial
reporting include Developers Diversified Realty
Corporation’s first quarter 2002 financial 
supplement (http://media.corporate-
ir.net/media_files/NYS/DDR/2002_1q.pdf) and

Gables Residential Trust’s 2001 Annual Report,
Note 5. Investment in Unconsolidated Joint
Ventures, in the Notes to Consolidated Financial
Statements
(http://ccbn2.mobular.net/ccbn/7/20/68/).
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for further information,
please contact:

George Yungmann
gyungmann@nareit.com
202-739-9432

David Taube
dtaube@nareit.com
202-739-9442

http://ccbn2.mobular.net/ccbn/7/20/68/
http://media.corporate-ir.net/media_files/NYS/DDR/2002_1q.pdf
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Best Financial Practices Council
Disclosure

The Council developed the following joint venture disclosure for unconsolidated (equity method)
arrangements.  The following financial data would be presented for the current and prior-year period.  

I. Description
- Significant terms of transaction 
- Governing Policies
- Related Party transactions 
- Company nominal share of ownership, net income, or FFO
- Effective economic interest
- Operational support provided by the investor 
- Financial Risks

II. Financial Statements
Balance Sheet of Joint Venture(s):

Investment property, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$x,xxx,xxx
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .xxx,xxx

Total Asset  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$x,xxx,xxx

Mortgage debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$x,xxx,xxx
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .xxx,xxx
Partners’/shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .x,xxx,xxx

Total Liabilities and Partners’/Shareholders’ Equity  . . . . . . . . . . . . .$x,xxx,xxx

Company share of joint venture(s):
- Investment property, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$x,xxx,xxx
- Mortgage debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$x,xxx,xxx
- Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$x,xxx,xxx
- Equity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$x,xxx,xxx
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Income Statement of Joint Venture(s):
Revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $xxx,xxx
Expenses:

Operating  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . xx,xxx
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .xx,xxx
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .xx,xxx

Total Expenses.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .xxx,xxx
Gain or loss on sale of properties  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .xx,xxx
Net income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $xxx,xxx

Company share of joint venture(s):
- Net income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$xxx,xxx
- Interest expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx
- Depreciation and amortization (real estate related)  . . . . . . . . . . . . . . . .$  xx,xxx
- Gain or loss on sale of properties  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx

Cash flows received by company:
- Dividends or other forms of distributions  . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx

III. Other information of Joint Venture(s):
Straight-line rents in excess of (less than) contract rents . . . . . . . . . . . . . . . . . . .$  xx,xxx
Capital expenditures 

– tenant improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx
– leasing commissions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx
– other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx

Contingent liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx

Company share of joint venture(s):
-   Straight-line rents in excess of (less than) contract rents . . . . . . . . . . . . . .$  xx,xxx
-   Capital expenditures 

-  tenant improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx
-  leasing commissions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx
-  other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx

-  Contingent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  xx,xxx
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