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Mysterious Ways
Alert: Clarity Around the SEC’s Pro Rata Share Disclosure Rules

The Publication of “Pro Rata” Financial Statements is No Longer Allowed —
Statements made by a member of the SEC’s Real Estate Group within the
Corporate Finance division at a NAREIT conference earlier this week regarding the
elimination of pro rata financial statements and other pro rata disclosure from
supplemental packages caused an uproar among many REIT financial officers and
members of the investment community. The issue relates not only to the elimination
of this crucial disclosure that allows the investment community greater
transparency into REIT performance (especially those with JVs and funds), but that
the SEC is planning to enforce these rules with comment letters following Q3
earnings starting in the next few weeks. In follow-up, we've had several
conversations with contacts at NAREIT, the SEC, and Goodwin Procter to better
understand the new rules and offer our thoughts, potential solutions and need for
more time to enforce. Following those conversations and a communication issued
by NAREIT today, there is at least a short term solution to at least have the pro rata
information in — just not totaled. That said, there will likely be items that evolve, and
further discussions / stakeholder engagement will be necessary to not eliminate key
information. We provide our thoughts and clarity around the guidance herein.

Some Background on the SEC’s Guidelines — In May 2016, the SEC’s Division
of Corporation Finance issued updated Compliance & Disclosure Interpretations
(C&DIs) regarding the use of non-GAAP financial measures and prominence
requirements. These changes came from the Corporate Finance Division’s Office of
the Chief Accountant — so the guidelines are SEC-wide and apply to all companies,
not just REITs. Many REITs made changes to Q2 disclosure to comply, based on
their interpretation of the guidance. This week, the further clarification around the
C&DI was provided, extending to the elimination of pro rata financial statements.
The SEC’s primary concern with the presentation of these statements is the
combination of consolidated GAAP information with non-GAAP pro rata adjustments
—i.e. an income statement and/or balance sheet showing the total sum by line item
(the combination of consolidated, minus non-controlling interest in consolidated,
plus REIT share of unconsolidated). For REITs that disclose a full pro rata financial
statement (ex: SPG, GGP, MAC, KIM, PLD, DLR, AKR, DDR and many others that
have pro rata info), the primary issue is the showing the sum total of all. The
concern surrounds the lack of control over JV assets, hence the equity method. We
disagree with the elimination of this info, as it is critical to REIT analysis.

Near Term Solution — While we voiced our displeasure with the decision, having
come from the highest levels of the commission (not from the Real Estate group) it's
not likely to be overturned anytime soon without significant discussions from
financial statement users, preparers and creators. For now, based on NAREIT’s
memo — it appears at least the information can be included — just not totaled. See
further thoughts and details herein.
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B Near Term Solution (continued) — NAREIT responded with further clarification,

suggesting that while the combination of GAAP and non-GAAP information cannot
be presented as combined in the supplemental, that REITs can (on separate pages)
provide the components for users to do the calculations themselves. For example,
the consolidated GAAP income statement and balance sheets must stand alone, as
always. Any presentation of non-controlling interest or pro rata share of JV
adjustments can be presented by line item, but must be on a separate page and
cannot be combined with the GAAP line items anywhere in the supplemental. So
REITs are allowed to have separate pages showing a full JV IS and BS on a pro
rata basis — the info cannot be presented alongside the GAAP financial statements.
This allows financial statement users to do the pro rata math themselves by line
item, which (while more work for us) is better than not having the information at all.

Beyond Financial Statements — Clarity, but Still Some Questions — In addition
to financial statement disclosure, this guidance also applies to any “combined” pro
rata disclosure anywhere in the supplemental. For ex, the disclosure of a total pro
rata debt number is not allowed — REITs can show total cons. debt in accordance
with GAAP, but then any minority interest or JV share adjustments must be
presented on a different page, and the “share of total debt” must not be disclosed at
all. At the asset level, however, share of debt should be ok. Pretty much the rule of
thumb is that non-GAAP pro rata adjustments can be disclosed, but that adjustment
cannot be shown alongside or combined with a GAAP IS or BS line item. Here’s
where it gets fuzzy: Occupancy, ABR and releasing spreads are often shown on a
pro rata basis — it's unclear whether the rules would apply there. SS NOI is not a
GAAP number, but it's unclear if showing this on a pro rata basis is allowed. Net
debt to EBITDA is also often provided on a pro rata basis — rightly so in our view
given the tendency for higher leverage among JV assets — these types of ratios will
not likely be allowed to be shown on a pro rata basis. Companies can provide the
pieces for investors to get there themselves, but not likely the pro rata ratio. We
asked many of these questions to the SEC, and we expect they will revisit and
provide further clarity and guidelines around these and other performance metrics
and non-GAAP disclosure in the coming months.

What About FFO and Calls? —These pro rata disclosure rules do not apply to the
reconciliations to FFO. According to the SEC, REITs’ pro rata adjustments (i.e. pro
rata D&A) in reconciling to “NAREIT FFO” are allowed to be presented as before.
Additionally, for now at least, pro rata adjustments made in reconciling to “Core
FFO” (i.e. pro rata debt extinguishment charges) are also allowed. It would appear
that these rules do not apply to quarterly earnings calls. REITs are still allowed to
discuss pro rata numbers as before — i.e. pro rata debt and EBITDA.

The Implications of a Comment Letter — If the SEC finds that a company’s
disclosure is not compliant with SEC rules and guidelines including the most recent
C&DlI, it can issue a “comment letter” asking for added, changed, or removal of
disclosure. There is then correspondence between the company and the SEC staff
until the issue is resolved. It's our understanding after speaking with the SEC and
Goodwin Proctor, that an outstanding comment letter relating to supplemental
disclosure would not inhibit a REIT’s ability to issue debt or equity under a shelf,
given that REITs are accelerated filers and the 8-K supplemental furnished to the
SEC is not incorporated into the S3 registration document (unlike the 10Q or 10K).
The company’s council may question whether it's a good idea to issue while a
comment letter is still outstanding, but there’s no restriction. The process would be a
request for how the company plans to revise its disclosure under the new guidance
— so in the case of a comment letter received following Q3 results, the SEC will not
likely ask a company to revise its Q3 disclosure, but explain how the disclosure will
change with Q4 results. Notably, these new rules apply whether or not a REIT
furnishes its supplemental as an 8K with the SEC.
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Analyst Certification

The research analysts primarily responsible for the preparation and content of this research report are either (i) designated by “AC” in the author
block or (ii) listed in bold alongside content which is attributable to that analyst. If multiple AC analysts are designated in the author block, each
analyst is certifying with respect to the entire research report other than (a) content attributable to another AC certifying analyst listed in bold
alongside the content and (b) views expressed solely with respect to a specific issuer which are attributable to another AC certifying analyst
identified in the price charts or rating history tables for that issuer shown below. Each of these analysts certify, with respect to the sections of the
report for which they are responsible: (1) that the views expressed therein accurately reflect their personal views about each issuer and security
referenced and were prepared in an independent manner, including with respect to Citigroup Global Markets Inc. and its affiliates; and (2) no part
of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by
that research analyst in this report.

IMPORTANT DISCLOSURES

Disclosure for investors in the Republic of Turkey: Under Capital Markets Law of Turkey (Law No: 6362), the investment information, comments and
advices given herein are not part of investment advisory activity. Investment advisory services are provided by authorized institutions to persons and entities
privately by considering their risk and return preferences. Whereas the comments and advices included herein are of general nature. Therefore, they may
not fit to your financial situation and risk and return preferences. For this reason, making an investment decision only by relying on the information given
herein may not give rise to results that fit your expectations. Furthermore, Citi Research is a division of Citigroup Global Markets Inc. (the “Firm”), which does
and seeks to do business with companies and/or trades on securities covered in this research reports. As a result, investors should be aware that the Firm
may have a conflict of interest that could affect the objectivity of this report.

Analysts’ compensation is determined by Citi Research management and Citigroup’s senior management and is based upon activities and services intended
to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates (the “Firm”). Compensation is not linked to specific transactions or
recommendations. Like all Firm employees, analysts receive compensation that is impacted by overall Firm profitability which includes investment banking,
sales and trading, and principal trading revenues. One factor in equity research analyst compensation is arranging corporate access events between
institutional clients and the management teams of covered companies. Typically, company management is more likely to participate when the analyst has a
positive view of the company.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the
Product"), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's
disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the
most recent research note/report regarding the subject company. Pursuant to the Market Abuse Regulation a history of all Citi Research recommendations
published during the preceding 12-month period can be accessed via Citi Velocity (https://www.citivelocity.com/cv2) or your standard distribution portal.
Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

12 Month Rating
Data current as of 30 Sep 2016 Buy Hold Sell
Citi Research Global Fundamental Coverage 47% 39% 14%
% of companies in each rating category that are investment banking clients 66% 61% 60%

Guide to Citi Research Fundamental Research Investment Ratings:

Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.

Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.

Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.
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Prior to May 1, 2014 Citi Research may have also assigned a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may have highlighted a
specific near-term catalyst or event impacting the company or the market that was anticipated to have a short-term price impact on the equity securities of
the company. Absent any specific catalyst the analyst(s) may have indicated the most and least preferred stocks in the universe of stocks under
consideration, explaining the basis for this short-term view. This three-month view may have been different from and did not affect a stock's fundamental
equity rating, which reflected a longer-term total absolute return expectation.

NON-US RESEARCH ANALYST DISCLOSURES

Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the FINRA Rule 2241 restrictions on communications with a subject company, public appearances and
trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets Inc Michael Bilerman; Nicholas Joseph; Emmanuel Korchman; Christy McElroy; Smedes Rose;
John Ellwanger, CFA; Abhishek Kastiya; Jill R Macias; Katy McConnell

OTHER DISCLOSURES

Any price(s) of instruments quoted are as of the prior day’s market close on the primary market for the instrument unless otherwise stated.

The completion and first dissemination of any recommendations made within this research report are as of the Eastern date-time displayed at the top of the
Product. If the Product references views of other analysts then please refer to the price chart or rating history table for the date/time of completion and first
dissemination with respect to that view.

European regulations require that where a recommendation differs from any of the author’s previous recommendations concerning the same financial
instrument or issuer that has been published during the preceding 12-month period that the change(s) and the date of that previous recommendation are
indicated. For fundamental coverage please refer to the price chart or rating change history within this disclosure appendix or the issuer disclosure summary
at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

European regulations require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found
at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

The proportion of all Citi Research fundamental research recommendations that were the equivalent to “Buy”,"Hold”,”Sell” at the end of each quarter over the
prior 12 months (with the % of these that were at the time investment banking clients shown in brackets) is as follows: Q2 2016 Buy 31% (45%), Hold 45%
(40%), Sell 24% (38%); Q1 2016 Buy 31% (46%), Hold 45% (40%), Sell 24% (39%); Q4 2015 Buy 31% (45%), Hold 45% (39%), Sell 24% (40%); Q3 2015
Buy 32% (47%), Hold 44% (40%), Sell 24% (36%).

Citigroup Global Markets India Private Limited and/or its affiliates may have, from time to time, actual or beneficial ownership of 1% or more in the debt
securities of the subject issuer.

Citi Research generally disseminates its research to the Firm’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via the Firm’s proprietary distribution
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is
discretionary and is done only after the research has been disseminated. The level and types of services provided by Citi Research analysts to clients may
vary depending on various factors such as the client’s individual preferences as to the frequency and manner of receiving communications from analysts, the
client’s risk profile and investment focus and perspective (e.g. market-wide, sector specific, long term, short-term etc.), the size and scope of the overall
client relationship with the Firm and legal and regulatory constraints.

Pursuant to Comissao de Valores Mobiliarios Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a
commercial relationship with the subject company.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any
decision to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.
Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may
be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures
made in the Important Disclosures section of the Product. The Firm's research department has received assistance from the subject company(ies) referred
to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy prohibits research analysts from
sending draft research to subject companies. However, it should be presumed that the author of the Product has had discussions with the subject company
to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the author as of the date of the Product and
these, plus any other information contained in the Product, are subject to change without notice. Prices and availability of financial instruments also are
subject to change without notice. Notwithstanding other departments within the Firm advising the companies discussed in this Product, information obtained
in such role is not used in the preparation of the Product. Although Citi Research does not set a predetermined frequency for publication, if the Product is a
fundamental equity or credit research report, it is the intention of Citi Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental research reports, Citi Research may not provide regular updates to the views, recommendations and facts
included in the reports. Notwithstanding that Citi Research maintains coverage on, makes recommendations concerning or discusses issuers, Citi Research
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may be periodically restricted from referencing certain issuers due to legal or policy reasons. Citi Research may provide different research products and
services to different classes of customers (for example, based upon long-term or short-term investment horizons) that may lead to differing conclusions or
recommendations that could impact the price of a security contrary to the recommendations in the alternative research product, provided that each is
consistent with the rating system for each respective product.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global
Markets Australia Pty Limited. Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision.
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Australian Prudential Regulation Authority. The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited
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bankers and relationship managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should
contact the Citigroup Private Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and services
to clients. The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores
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Finanzdienstleistungsaufsicht (BaFin). CGMD, Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities
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help. The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by the Financial Services Commission,
the Financial Supervisory Service and the Korea Financial Investment Association (KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180,

Korea. KOFIA makes available registration information of research analysts on its website. Please visit the following website if you wish to find KOFIA
registration information on research analysts of Citigroup Global Markets Korea Securities
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Supervisory Service. Address is Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. The Product is made available in Malaysia by Citigroup
Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. CGMM is regulated by
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Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the general
banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal Service
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report within the territory of the Russian Federation or outside the Russian Federation. The Product does not constitute an appraisal within the meaning of
the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka
Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (‘CGMSPL"), a capital markets
services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1,
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The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.

Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
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certain financial summary information and comparable company data) that is linked to the online version available on the Firm's proprietary electronic
distribution platforms.

© 2016 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. The research data in this report is not intended
to be used for the purpose of (a) determining the price or amounts due in respect of one or more financial products or instruments and/or (b) measuring or
comparing the performance of a financial product or a portfolio of financial instruments, and any such use is strictly prohibited without the prior written
consent of Citi Research. Any unauthorized use, duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to,
redistribution of the Product by electronic mail, posting of the Product on a website or page, and/or providing to a third party a link to the Product, is
prohibited by law and will result in prosecution. The information contained in the Product is intended solely for the recipient and may not be further distributed
by the recipient to any third party. Where included in this report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International
Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCl intellectual property may not be reproduced, redisseminated or
used to create any financial products, including any indices. This information is provided on an "as is" basis. The user assumes the entire risk of any use
made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim
all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting
any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any
liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The
Firm accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to
the extent to which the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the
Product refers to website material of the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data
and information contained therein. Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your
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