Hearing the Market
Dialogue with Sell-Side to
improve FIBRAs disclosure

AMERFIBRA CFO’s Committee engaged with six sell-side analysts to help improving disclosure standards. The sell-side analysts worked together and shared their consensus to the Committee showing what should be standardized among the FIBRAs and
their concerns.
We are thankful with the sell-side analysts’ participation and the
positive outcome the FIBRAs could have because of the potential
improvements.
Based on reports published by the sell side, we are presenting
each recommendation with an example to help with disclosure,
under the understanding that this is not a mandatory requirement
for the sector.
1.

Rent growth on rollovers and Same Store disclosure.
The disclosure should include a measure of the leased area
signed during the quarter and some color on the regions in
which it was leased, this could provide a better idea of the
performance and understand better the trends in the organic
growth. Rent growth is an indicator of pricing ability and revenues trends. Some examples of best practices that were
mentioned during the session include disclosing rent growth
on rollovers on a nominal basis, metrics that gives them economic value of a rent, and differences between in-place and
market rents.
What is intended? To show the economic value of the new
rents executed, not under a letter of intent or negotiation, as
a comparison to the previous economic value per sqft or m2
in the same period. Economic value should be understood as
all the gross rent affected by the concessions, fixed increases
(not CPI or inflation based) and any other metric that would
impact the real value per sqft or m2 of the lease agreement.

Example from Scotiabank´s report:
“In our example, we assume the issuer is reporting SS rent
growth on 1.0M sf at 3.0% to US$5.00/sf and that the entire
portfolio has a tenor of four years, with a retention rate of 100%.
But the problem is what is not disclosed: the tenants for the
entire portfolio receive one month for free in their space, and
thus the issuer will not receive ~8% (one-twelfth) of the revenues corresponding to the agreed price (USD/sf) in Year 1.
And there is more: 25% of leased GLA (we will call this the “underperformer” portfolio) is updating its lease with a step-up
structure, and in our example, that implies a discount because
that tenant was paying just prior to renovation US$5.00/sf and
in Year 1 it will be paying US$4.50/sf. Add the concession of
one month rent-free, and the effective lease paid in Year 1 is
US$4.13. Solving for the “overperformer,” that portfolio will earn
US$5.29/sf, including the effect of renting one month free in
Year 1, or US$5.77/sf without that adjustment. In Year 2, the
tenant of the underperformer portfolio will pay US$5.00/sf
(the step-up), while the tenant of the overperformer portfolio
will pay 3% more of the lease agreed in Year 1. All tenants will
pay for 12 months in Year 2. For the rest of the two years, the
tenant leases will grow by 3% each year.”
2. Improve details on acquisition cap rates.
To disclose the components that included in the numerator
and denominator. In addition, land to be excluded and provided separately for modeling reasons and to reach a good conclusion. The analyst would like for all the FIBRAs to provide
the same information: land separately, net operative income
(LTM), occupancy assumptions, all costs related to the transaction, including broker fees or related party fees, and how
much is being paid with debt.

As Scotiabank mentioned in its report related to this initiative
and regarding this point “To begin with, it is important to understand if an issuer is sharing a cap rate based on its expectation of how the asset might perform once under its control
or if the issuer is sharing a cap rate based on the current per-

formance of an asset it just started to control, before any value-enhancing strategies identified in the due diligence, if any.”
Example: FIBRA MTY was referred as an example, please find
a press release available in their website.

Another example discussed with the sell-side:
Numerator: NOI which can be: (i) if vacant, NOI calculated at market rent with 95% occupancy as stabilization or (ii) if occupied adjust NOI to 95% occupancy with current rent or adding market rent for the
remaining space to be leased.
Denominator: Total real estate acquisition cost (construction + land), closing costs (legal, notary, transfer
tax), future investments (in case building will require additional capital), any fee paid to third party or
related party in relation to the acquisition and any costs related to the acquisition.

3. Appraisal values and book asset values.
Disclosure on historical investment value of assets to improve returns comparability and the appraisals metrology to understand what drives current valuations.
Example used in Credit Suisse´s report: FIBRA MQ.

Alternative: as all FIBRAs are under IFRS balance sheet shows appraised value of the total portfolio, as such each FIBRA could
disclose the historic value of the portfolio in lieu of asset by asset or region.
4. A direct-method calculation of FFO/AFFO.
Sell-side would like to see the calculation from revenues and not net income. There is an existing AMEFIBRA FFO calculation that
not all issuers report.
Credit Suisse mentioned in its report: “Why: Enhance the ease of understanding of RE-specific metrics for
generalists. We understand the rationale for using the indirect method:
demonstrating that FFO is consistent
with accounting net income. Still, the
direct method can explain directly what happened between revenue
generation and FFO/AFFO generation. We believe investors would, thus,
better understand why NOI/FFO are
the correct metrics to assess Fibra’s
performance.”
Example used in Credit Suisse´s report: FIBRA Dahnos.

5. Disclosure on total fees paid to management and how they are derived.
Breakdown of the fees that are paid to the externally adviser on a quarterly basis in a single table. For internally
managed companies, a disclosure of their compensation.
Example: FIBRA Prologis was referred as an example, the information is available in their website in an investor
presentation.

