CHECKLIST FOR EFFECTIVE USE OF
PRIVATE REAL ESTATE IN DC PLANS

Third Quarter 2021
DCREC Best Practices Committee

This “Checklist” is designed to assist Plan Sponsors and Plan Advisors/Consultants within the DC
marketplace who are evaluating direct real estate funds for use in their DC Plans, as part of a
multi-asset risk/age-based fund or in some cases as a stand-alone option.
DCREC assumes that these questions will be IN ADDITION to the standard fund evaluation
questions, such as the fee and expense breakdown at both the fund of funds and acquired
fund level, management experience, investment philosophy, process, and performance.

TOPICAL AREAS

- Product Structure and Investor Eligibility
- Daily Valuation
- Investment Strategy
- Liquidity Management
- Purchases and Redemptions

Staffing
Please identify internal staff involved with managing the daily valued product.
For each staff member, please include:
— Role
— Tenure, industry at your firm
— Percent of time they work on the product
— A biography for each member
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Product Structure & Investor Eligibility
—
—
—
—
—
—

—
—
—

What is the legal structure of the Fund (e.g., CIT, 40 Act, Separate Account, Limited Partnership, etc.)?
What are the Fund’s eligibility requirements?
Is the Fund a Fund-of-Fund’s investment vehicle or a Fund that invests directly into real properties?
Is the Fund’s trustee, general partner or Investment Manager a fiduciary under ERISA or the Investment
Advisers Act?
If a Fund-of-Funds, who are the Investment Managers of the underlying real estate funds? Are they
proprietary products or non-proprietary?
What is the Fund’s current investor composition? Is it designed only for qualified employee
benefit plans?
• % of DC Investors:
• % of DB Investors:
• % of Retail/HNW:
• % of Other (define):
Is the Fund available as a direct investment by plan participants (stand-alone on the plan menu), or only
as a “sleeve” of a multi-asset investment portfolio (i.e., target-date, target-risk fund, real asset fund, etc.)?
Does the Fund have any capacity limits on the size of a particular investor’s allocation at the FOF level?
Are there any capacity limits with the underlying funds that the Fund of Fund invests in?

Daily Valuation
— Is your daily valuation processed internally through a proprietary system, or is a third-party valuation
advisor involved in the daily valuation process? Please explain.
— Does the product have a documented, transparent, and consistent valuation procedures?
If yes, please provide a written description of the process. If the daily valuation process is
conducted by, or includes a third-party valuation advisor, please provide the advisor’s written
description of the process?
— If you utilize a third-party valuation advisor please explain the details of the contractual relationship,
the cost, and advisor’s experience in daily valuing private RE.
— Who engages and selects the independent third-party appraisers of the properties in the underlying
funds? Are the appraisers on a predetermined, periodic schedule?
— What is the selection process for independent third-party appraisers?
— How long has the current valuation advisor been providing this service to the Fund? Have you made
changes to the valuation advisor relationship in the last ten years, and if so, what are the reasons for
why you made changes?
— Please provide daily NAV history for the last 10 years or since inception. Please clearly indicate if
the history is generated vis-à-vis a model or if it is actual product history/experience.
— Is the daily NAV reported and available to all fund investors or to DC investors only?
— When is the closing NAV for the current day published and available to investors?
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Investment Strategy & Asset Allocation
— What is the investment strategy of the Fund?
— Does the underlying fund(s) require a valuation reconciliation or “true-up” monthly or quarterly?
Please explain the process. Has the differential between the daily quarter end value and recorded
daily value, decreased, increased or stayed stable over time?
— Please describe the Fund’s investment structure, i.e. allocations to various asset categories, such as
cash, debt, daily traded REIT’s, ETF’s, and private real estate equity and/or debt. Please proved
target allocations to each category and corresponding ranges.
POLICY LIMIT
RANGES

ASSET

TARGET ALLOCATION

ACTUAL (CURRENT)

AVERAGE
ALLOCATION PRIOR
THREE-YEAR PERIOD

Private Real Estate
% Core
% Non-Core
% Debt
Daily Liquid Securities
Daily Traded REITs
Daily Traded Debt
Cash

DIVERSIFICATION BY
GEOGRAPHY

% ALLOCATION
(AGGREGATED
ACROSS
ALL FUNDS)

—

Please provide the actual quarterly allocations to each asset category
for the last 10 years or since inception and, indicate whether the data
is actual experience of a funded product or model driven.

—

Describe how and why the allocation strategy may change,
particularly during periods of economic stress. Provide historical
examples, if possible.

—

What is your current leverage ratio at the fund of funds level? Please
provide leverage history for the last five years. Does the fund of funds
have a leverage policy? Please explain.

—

What is the investment process and the asset management philosophy
for the underlying private real estate product(s)?

—

Are there benchmarks you use to evaluate your daily valued real
estate fund? (i.e., ODCE, NFI-DPI, or blended, etc.) Please describe.

West
South
East
Mid-west
Other
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Liquidity & Cashflow Management
— Explain your liquidity policy and procedures for investors? Please be sure to include policy
and procedures for both subscriptions and redemptions.
— What are the liquidity mechanisms for the Fund and how are they utilized to manage liquidity?
— Does the fund have a line of credit? If yes, please describe circumstance on why it was drawn on for
each event in the last 10 years or since inception.
— If the Fund is a Fund-of-Funds, do the underlying funds also have mechanisms to provide liquidity?
Please describe.
— How quickly is new capital invested, and how is this inflow and deployment timing managed?
— Does the fund trade through the National Securities Clearing Corporation (“NSCC”)? Are there any
restrictions on flows in or out?
— How often does the Fund rebalance for liquidity requirements?
— Has the Fund denied a redemption out of the Fund or an inflow into the Fund during the last ten years?
If yes, please provide details on the circumstances.
— Does the Fund provide a quarterly distribution? If so, are these automatically reinvested, paid out,
or does the investor have an option to choose?

Purchases & Redemptions
PURCHASES

REDEMPTIONS

—

—

What is the Fund’s redemption policy?

—

Does the Fund have any redemption penalties, lock-ups
or other redemption restrictions?

—

Could redemption limits at underlying private real estate
funds affect the manager’s ability to rebalance?
If so, how is this mitigated?

—

Are redemptions made pro-rata or based on timing of receipt
of notification?

—

Have the Fund’s purchase procedures
integrated smoothly with recordkeeper systems?
If there have been issues, please explain.

Does the Fund have any restrictions on the size of redemptions?
If so, are these restrictions subject to notification requirements
and/or are they at the Manager’s discretion?

—

Can redemptions be made with in-kind distributions?

Which recordkeeper platforms is the Fund on?

—

Have the Fund’s purchase procedures integrated smoothly
with recordkeeper systems? If there have been issues,
please explain.

—

Which recordkeeper platforms is the Fund on?

Can purchases be made on any trading day,
and is pricing based on the prior day’s or current
day’s NAV?

—

Does the Fund have limits on investment flows into
the Fund (or any of the underlying private real
estate Funds)? How are these limits set?

—

Does this Fund have priority for investment into
underlying funds if there is an entry queue for the
underlying funds? Does the queuing process differ
for new investors versus existing investors?

—

—
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Onboarding Process
Please outline the timeframe and documentation required to onboard a new client.

Resources & Important Reference Information
DCREC Study: A Path to Better Retirement Outcomes: Allocating Real Estate Assets to Retirement Portfolios,
The academic study was conducted by Michael E. Drew, PhD, a Professor of Finance at the Griffith Business
School at Griffith University, Adam N. Walk, PhD, also from the Griffith Business School, and Jason M. West
from Bond University. http://www.dcrec.org/Resource
The NCREIF PREA Reporting Standards
An industry initiative co-sponsored by the National Council of Real Estate Investment Fiduciaries (NCREIF) and the
Pension Real Estate Association (PREA) with a mission to establish and implement information standards for the real
estate industry which will facilitate transparency, consistency and informed decision-making.
http://www.reportingstandards.info/
ASC 820, Fair Value Measurements and Disclosures (Financial Accounting Standards Board)
https://asc.fasb.org/
Uniform Standards of Professional Appraisal (The Appraisal Foundation)
http://www.appraisalfoundation.org/
NCREIF Fund Index - Daily Price Returns
https://www.ncreif.org/fund-index-daily-price.aspx
DCREC Valuation Principles
https://dcrec.org//Files/DCREC%20Best%20Practices/DCREC_ChecklistforEffectiveUseRE_06012017.
pdf
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About the Defined Contribution Real Estate Council (DCREC)
The Defined Contribution Real Estate Council was formed in 2012 to promote the inclusion of investments in
direct commercial real estate and real estate securities, including REITs, within defined contribution plans. Its
goal is to improve participant outcomes by furthering education about, advocacy for, and best practices of
such investments. Members include many of the leading providers of real estate investment products to the
defined contribution marketplace.
More information can found be at www.dcrec.org.
(c) Defined Contribution Real Estate Council, 2021.
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