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May 1, 1996
 

Steven B. Boehm
 
Sutherland, Asbill & Brennan
 
1275 Pennsylvania Avenue, N.W.
 
Washington, D. C. 20004
 

Re: TIAA Real Estate Account
 

Dear Mr. Boehm:
 

Enclosed is our response to your letter of March 22, 1996.
 
In any future correspondence on this matter, please refer to our

Reference No. IP-4-96. 

Sincerely,i) l-A'l'- ~~''
Susan Nash
 
Assistant Director
 
Office of Insurance Products
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Heidi starn, Esq.
 
Associate Director
 
Division of Investment 
 Management 
Securi ties and Exchange Commission
 
450 Fifth street, NW
 
stop 10-6
 
Washington, D. C. 20549
 

Re: TlAA Real Estate Account
 
File No. 33-92990
 

Dear Ms. starn: 

We are writing on behalf of the Teachers Insprance and
 
Annuity Association of America ("TIM") 
 to request the staff of
 
the Division 
 of Investment Management ("Division" or "Staff") to
 
advise us that it will not recommend that the Securities and
 
Exchange Commission (¡'Commission") take any enforcement action if
 
TIM omits from the prospectus for the TIM Real Estate 
 Account 

Estate AccQunt" or "Account") full TIAA financial
 
statements, and instead provides certain summary financial
 
information for TIAA in the prospectus, with full TIAA financial
 

(the "Real 


information included in 
 Part II of the Account's registration

statement on Form S-1 and available upon request. TIAA's
 
proposed approach is consistent with the Commission's recent
 
initiatives promoting prospectus simplification, and would
 
provide purchasers and prospective purchasers with a more useful
 
disclosure document without compromising the goal 
 of investor
protection. 

As we have discussed with the Staff, TIM desires to
 
take the approach described in this letter in connection with the
 
post-effective amendment to its registration statement that it
 
intends to have declared effective on Apri'i 15, 1996, or shortly
 
thereafter. Accordingly, expedited consideration of this letter
 
is requested.
 

The Real Estate Account and TIM 

The Real Estate Account is a segregated asset account

of TIM which was established on February 22, 1995, as a separate 
account under New York state Insurance Law. The Account serves
 
as a funding vehicle for certain variable annuity contracts
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issued by TIAA. As a part of TIAA, the Real Estate Account is
 
subj ect to regulation by the state of New York Insurance
 
Department and the insurance departments of certain other
 
jurisdictions in which the contracts are offered. The Account
 
functions in a manner similar to the 
 manner in which traditional
 
registered variable annuity separate accounts operate, except
 
that instead of investing in securities, it invests primarily in
 
real estate 
 and related assets. Accordingly, it is neither
 
registered as an investment company nor s;pbj ect to regulation
 
under the Investment Company Act of 
 1940¡ as.amended (the ~'1940
 
Act"), and its securities are registered under the Securities Act
 
of 1933 (the "1933 Act") on Form S-1.
 

Real Estate Account are provided
 
at cost (subject to an annual liinit of 2.50% of the Account IS net
 
assets per year) by TIAA and TIAA-CREF Individual ~nd
 

All services for the 


Institutional Services, Inc., a non-prOfit subsidiary of TIAA
 
which distributes the variable annuity contracts funded by the

Account. Thus, subject to the annual expense limitation, 
increas,es ,in costs for services 
 provided to the Real Estate

Accountatepassed on to contract owners. 

TIAA is a nonprofitstpcklife insurance company
 
organized under the laws of New York State. It was founded on
 
March 4, 1918, by the Carnegie Foundation' for the Advancement of
 
Teaching. "TIAAo:fferS both ,traditíonalannuities ,which
 
guarantee principal and a specified interest 
 rate while providing
 
the opportunity 
 for ,additional, dividends ,and variable annuities, 
whose return depends upon the performance of certain specified
 
investments'. TIM also offers life, long-term disability, and

long-term 'care insurance. 

TIAAis the companion organization' of the College 
Retirement Equities Fund ("CREF"), a nonprofit membership
 
corporation established in New York State in 1952, whose
 
operation is limited to the issuing 
 and fpnding of ,variable 
annuity contracts . Together ,TIAA and CREF form the principal 
retirement system for the nation's education and research 
communities and the largest reti:rement system in the U. S., based 
on assets under management. Currently, TIAA':CREF serves 
approximately 1.8 million people at about 5,800 institutions. As 
of December 31, 1995, TIAA's assets were approximately $80 
billion; the combined assets for TIAA and CREF totalled 
approximately $160.6 billion (al thopgh CREF does not stand behind
TIAA i S guarantees). 
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Form S-1 

Forrgost practical 
 purposes , the Real Estate Account

operates likeâ separate account that invests primarily in 
securities. Those 
 separate accounts, as investment companies,
 
ordinarily are-registered on Form N-3 (if they are organized as
 
management companies) or Form N-4 (if they are organized as unit
 
investment trusts). Forms N-3 and N-4 consist 
 of a 
 prospectus 

A) , a statement of additional information (I'SAI") (Part
(Part B) ,
and aPart Ccontaining "other information. II ,Financial 
information fò:r,the insurance company sponsoring the separate
 
account, is reqúîred to be included in the SAI and must be made
 
available promptly upon written or oral request.
 

Since', as a technical matter, separate accounts that 
invest primarily in real estate, 1 ike the Real Estate Account,
 
are not "investment companies" within the meaning of the 
 1940 
Act, they are nóteligible to rely on Form N-3 or Form N-4 for
 
~egistration of the interasts therein under the 1933 Act.
 
Accordingly, interests in real estate separate acc.ounts have been
 
registered on FormS~1, the registration form under the 1933 Act
 
for securi ties 
 of all' registrants for which no other form is
 
authorized or prescribed. Form S-1 consists of 
 two parts: Part
 
I is thé prospectus, which constitutes the disclosure document
 
for the securities being offered, and Part II contains cert.ain
 
additional information not required to be included in the
 
prospectus. Item 11 of Part I requires that 
 certain financial 
information,in effect including financial information about the
 
insurance company sponsoring a separate account registered on
 
that form, be included in the prospectus. Unlike its Form N-3
 
and Form N-4 counterparts, Form S-1 does not provide a registrant
 
that is an insurance company separate account with the. option of
 
making certain 
 ,information required in a disclosure document,
 
including financial information, available only upon request.
 

Discussion 

There is no meaningful basis on which to distinguish
 
the need for full and fair disclosure with respect to purchasers

or prospective purèhasersof variable annuities funded primarily 
by securities investments from purchasers or prospective
 
purchasers of variable annuities funded primarily 
 by real estate.
TIAA believes that the fact that the Real Estate Account is not a 
registered inve'Stinent company, and thus is not eligible to use 
Form N-3 or Form N-4, does not require the conclusion that 
purchasers of varic1ble annuity contracts funded by the Account 
have a need for significantly more financial information in the 
prospectus than purchasers or prospective purchasers of variable 
annuity contracts registered on either of those forms. An 
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understanding of each of these products requires information on
 
the underlying investments as well as the operation of the
 
annuity contract. The relationship 
 of the insurance company as a
 
regulated entity, guarantor of certain features of the product,
 
and, in many cases, provider of initial 
 capital is, ordinarily,
 
analogous in both the securities and real estate investment

scenarios. 

TIAA believes that, consistent with the approach
 
provided by the registration forms 
 for insurance company separate
 
accounts that are considered investmentcbmpanies, the prospectus
 
for the Real 
 Estate Account need not include full insurance
 
company (i.e., TIAA) financial statements in order to provide
 
purchasers and prospective purchasers with the information
 
necessary for them to make an informed investment decision with
 
respect to that Account. Rather, TIAA believes that the 
 investor 
protection concerns of the 1933 Act would be met under the
 
following scenario: (1) a concise sUIlary of TIAA's audited
 
financial information would be included in the prospectus in the
 
form of condensed financial statements and 
 supplemental textual
 
information in SUbstantially the format set forth on the
 
Attachment hereto; (2) the required full TIAA financial
 
statements would be set forth in Part II of 
 the , registration 
statement;and (3) 
 an undertaking to provide full 'rIAA financial
 
statements promptly upon written or oral request would be
 
included in Part II, and would be described in the prospectus.
 
All required 'financial information for the Real Estate Account
 
would continue to be included in the 
 prospectus. 

UnderTIAA i S proposed approach, investors would be able
 
to determine in a meaningful way whether TIAA can meet its
 
obligations under its guarantees relating to mortality and
 
expense risk 
 and liquidity with respect to the variable annuity
 
contracts, while avoiding unnecessary costs and burdens. As
 
noted above, TIAA currently has assets of over $80 billion. If
 
it were to include the 
 financial statements ordinarily required
 
for an insurance company in connection with the guarantees it
 
assumes under variable contracts, thirty 
 (30) pages would have to
be added to the prospectus. Given the number of persons
 
currently participating in retirement programs funded at least in
 
part by 'rIAA or its companion organization CREF -- currently over
 
1.8 million -- and TIAA-CREF' s desire to distribute prospectuses
 
for new 
 products ,to a large number of its participants, the very
 
significant additional printing costs and administrative efforts
 
for an issuèr, all of the services for . 
 which are provided at

cost,becomes clear. Moreover, inclusion of full TIAA financial 
statements in the prospectus would 
 not yield any meaningful
 
benefits to investors.
 

l
i" 
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Indeed, TIAA i S approach would provide more financial
infor'ation . about the insurance company than is ordinarily 
provided in prospectuses on 
 Forms N-3 and N-4, which, as noted
 
earlier, permit all insurance company financial statements to be
 
included in the statement of additional information. Moreover,
 
by including th~ full financial statements in Part II of the
 
registration statement, the information included therein would
 
become subject to Section 11 of the 1933 Act to the same extent 
as if they were included in the prospectus. This would place
 
them in a position analogous 
 to the position in which financial
 
statements of separate accounts registered as investment
 
companies are placed.
 

The Commission recently has undertaken a number of
 
initiatives which promote the simplification of disclosure. The' 
development of profile and simplified prospectuses and proposals
 
to streamline financial disclosure in connection with
 
acquisitions reflect the, growing recognition of the benefits of

concise and understandable disclosure documents. In publishing 
for comment proposals to streamline the financial information
 
currently required to be delivered to investors in connection
 
with the proxy rules (Release No. IC-21166 (June 27, 1995)), the
 
Commission noted:
 

This initiative responds to concerns that the growing
 
complexity and volume of financial inforiation,
 
particularly that required in notes to financial
 
statements, render the annual report less readable and
 
useful to the general shareholder body. Proponents of
 
annual reports simplifica.tion believe that streamlined
 
annual reports would allow 
 registrants both to
 
communicate more 
 effectively with shareholders in the
 
annual report by being able to highlight key financial

items ,',. and to reduce the cost of preparing and 
delivering the annual report.
 

Though the foregoing is directed to the reporting of financial'
 
information in annual reports, the concerns expressed apply
 
equally to the Real Estate Account i s 1933 Act reporting
 
Obligations. Consistent with the spirit of the Commission i s
 
initiatives, TIAA' s proposed approach on financial disclosure
 
strikes an appropriate balance between the need for investor
 
protection and the movement toward disclosure simplification and
 
readability. In this instance, TIAA is not seeking to reduce the
 
required disclosure with respect to the Real Estate Account, the
 
principal focus of the prospectus. Rather, it is simply seeking
 
to make the financial information about TIAA in the prospectus
 
concise, though meaningful, while significantly reducing printing
 
costs and administrative efforts for an issuer all of the
 
services for which are provided at cost. And, as noted above,
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the complete financial information will be included in Part II of
 
the registration statement and will be made 
 available promptly to
 
purchasers and prospective purchasers upon regpest.
 

Conclusion 

In view of the foregoing, TIAA respectfully regpests
 
that you advise us that the staff will not recommend that the

Coinission take any :enforcement action if TlAAomits from the 
prospectus fo,rthe Real Estate Account the full TIAA financial
 
statements regpired by Form S-1and instead provides summary
 
financial information for TIAA in the prospectus with full TIAA
 
financial information included in Part II of the Account i s
, .

registration statement and available upon request, as described

above. 

* * * 

If you have any 
 questions or regpire any additional
 
information, please call the undersigned 
 at 202/383-0176.
 

~.
L' 

/	
Y 

Attachment 

cc: Mr. Lawrence A. Friend/Division of Investment Management
 
Susan NaGh, Esq./Division of Investment 
 Management 
Peter C. Clapman, Esq. /TIAA-CREF
 



ATTACHMENTTEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA 

Condensed Unaudited Financial Statements 

(Condense unaudited IInancll sttements have b..n deried fr aucfited llnancl stemen wt are availble upon reuesL) 

~ Condensed Balance Sheets 
of December 31 
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TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA 

Supplemental Informaton to Condensed Financial Statements 

) 

Valuation of Investments: BondsandshorHerm Investments (debt securiies with maturiies of one year 
or less at the time of acquIsition) not in default ¡¡re generaly stated 
 at amorted cost; mediurnto highest 
qualit preferred stocks at cost; common stocks 
 at market value; and all other bond. short-term and
 
preferred stock Investments at the lower of 


cost or market value. Mortgages 
 are stated at amortized cost,
and directly-owned real estate at depreciated cost (net of encumbrances). Investments in wholly-owned real 
estate subsidianes, in real estate limited ,partnerships and In securiies limited partnerships are stted at 
TIM's equit in the net assets of the underfyirigentities. Policy loans are 
 stated at outstanding pnnclpal
amounts. All investments are stated netofany permanent Impairments, which are determIned On an Indivd
ual asset basis. Depreciation is genérallycomputed over a 40 year penod on the constnt yield method for 
properties acquired pnor to 1991. and on the straight-line method for properties acquired thereafter. 

Additional Information:
 

1995 1994
 
As a percentage of total bond Investments: 

Below investment 
 grade bonds 

As a percentage of total mortgage Investments:
 
Below investment grade mortgage loans
 
Total mortgage investments in California 
Total mortgage investments 
 in offce buildings 
Total mortgage investments in shopping centers 

As a percentage of total real estate investments:
 
Total real estate investments in Minnesota
 
Total real' estate investments in Caifornia
 
Total real estate investments in offce buildings 

Asset Swap and Interest Rate Swap Contracts: TIM enters into asset swap and interest rate swap 
contracts with counterparties. TIM is exposed to the nsk of default of such counterparties. although TIM 
does not anticipate non-performnce bythecounterprties. At December 31. 1995 and 199, TIM had 
interest rate swap contracts with commercial banks related to $' and $ . respectively,
 

par value of vanable interest rate notes, 
 and asset swap contracts outstanding related to $ and 
$ respectively. of investments denominated In foreign currencies. '
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RESPONSE OF THE OFFICE OF 
INSURACE PRODUCTS Our Reference No. IP4-96 
DMSION OF INVESTMENT MANAGEMENT TIAA Real Estate Account 

By letter dated 
 ,March 22, 1996, you request assurance tht the staff would not 
recommend enforcement 
 action to the Commission if the Teachers Insrance and Annuity 
Association of 
 America ("TIAA") omits from the prospectus for the ,TIAA Real.Estate 
Account (the "Account") full finncial statements for TIAA, and intead provides summary 
finncial Înormation for TIAA.in the'prospectus; Full fincial statements. for TIAA would 
be included in Par II of the Account's registration statement on Form S-J. The fircial
 
inormation included .. in Part II wouJd be, avaihible, promptly upon request. 

TIM and the Account 

You state that TIAA is a nonprofit stock life inurance company organied under the 
laws of New York. TIAA offers both traditional anuities, which guarantee pricipal and a 
specified interest rate while providing the opportnity for additional dividends,and variable
 

annuities, whose return depends upon 
 the performance of specified investments. TIAA also 
ófferslife, long-term disabilty, and long,.term care inurance.
 

You note that TIAA is the companion, organiation of the College Retirement Equities 
Fund ("CREF"), a nonprofit membership corporation established under New YorkJaw. 
CREF issues and funds, certin variable 
 anuity contracts. Together, TIAA and CREF form
the principal retirement system for tlenation's education and research communities, serving 
approximately 1.8 milion people at about 5,800 institutions. As of December 31, 1995, 
TIAA's assets were approximately $80 
 bilion; the combined assets for TIAA and CREF 
totalled approximately $160.6 bilion.11 

The Account, established by TIAA on 
 Febru 22, 1995, as a separate account under 
New York insurance law, funds certin variable annuity contracts. issued by TIAA (the 
"Contracts") . You represent that the Account functions similarly to a traditional, registered 
variable annuity separate account, except tht the Account invests primarily in real estate and 
related assets instead of securities. For, ths reason, the Account is neither registered with the 
Commission as an investment company nor subjeçt to regulation under the Investment 
Company Act of 1940 (the "1940 Act"). The securities issued by the Account are registered 
with the Commission under the Securities Act of 1933 (the "1933 Act") on Form S-1.2/ 

11 CREF does not stand behid TIAA's guarantees. 

on Form S-1 for insurance company separate accounts2/ Registration statements 


investing in real estate are reviewed by 
 the Commission~s Division of 
Investment Management because of their similarity to registration statements 
for separate accounts that are registered as investment companies. 
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Use of Form S-L by the Account 

You state that the operation of the Account is similar to tht of an inrance company 
separate account that invests priarly in secunties. Separate accounts investing priarly in
 

secunties are tyically registered under the 1933 and 1940 Acts either on Form N-3
 

(management investment companies) or Form N-4 (unit investment trusts). Both Forms N-3 
and N-4 consist of thee part: Part A containg the prospectus; Par B containg the 

inormtion 
not included in Part A or B. 'Fmancial information for the separte' account's sponsorig 
statement of additional inormation (the "SAI"); and Part C containg the other 


available promptly'upon 
request. 
inurance company is required to be "in the SAI and must be made 

estate, 'is not anThe Account, as a separate account investing primarly in real 


use Forminvestment company withthe meaning of the 1940 Act, and it therefore may not 

in theN-3 or N-4 for registration of interests in the Account under the 1933 Act. Interests 


estate separate accounts, are registered with the Coniission onAccount, and in other real 

of two parts: Part I contaiiûg theprospectus; and Par IIForm S-1. Form S'-L consists 

containig certin additional inonnation not required to be included in the prospectus. Item 
11 of Part I requires that certin fmancial inormation, in effect including fmacial 
information regardiiigthe separate account's sponsoring inurance company, be included in 
the prospectls.In contrast to' Forms N-3 and N-4, Form S-l does not provide an inurance 

the option of makig certin inornationrequired in thecompany separate account with 

disclosure form, including fmancial information of the inurance 
 company , available only 
upon request. 

TIM's Discussion 

TIAA believes that investors in 'the 
 Contracts do not have a need for significantly 
more financial information in the prospectus than do investors in. variable annuity contracts 
registered on either Form N-3 or N-4. You note that the inurance company's role as a 
regulated entity, a guarantor of certin features of the product, and, frequently, a provider of 
intial capital is ordinrily anlogous whether the inurance company separate account invests 
in securities or in teal estate. On that basis, TIAA believes that the investor protection 
concern of the 1933 Act would be met by including a concise summar of TIAA's audited 
financial inormation in the prospectus. 

You state that your proposal would provide more fmacial inormation about the 
insurance company th is ordinriy provided in prospectuses on Forms N-3 and N-4, both 

of which permit placement of all inurance company fmancialstatements in the SAI. 
Additionally, you note that by including the full fmancial' statements in Par II of Form 5-1, 
the inormation included in the fmancial statements wil be subject to Section 11 of the 1933 
Act to the same extent as if the fmancial statements were included in the prospectUs. 
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."You state that the proposal discussed in 
 ,your letter wil permt investors to ,make an 
infonned decision as to whether TIA can meet its obligationS under guantees relating to 
mortlity and expense risk and liquidity. You furter 
 state tht your proposal wil avoid 
unnecessar costs and 
 burdens. You state that if the full fmacial statements of TI were 
included in the Account's prospectus, the prospectus would be increased by thirt pages.
 

You note that there are over 1.8 milion participants in retirement programs funded at least in 
part by TIAA or CREF and that TIAA-CREF desires to distrbute prospectuses for new 
products to a large number of its participants. You believe that the inclusion of TIAA's full 
fmancial statements in the Account's prospectus would not yield meangful benefits to 
investors above those provided by the suiar fmancial inormation, anq. therefore conclude 
that the proposal will Justifably avoid significant additional printing expenses and increased 
administrative efforts. 

Finlly, you believe that your proposal is consistent with the Commission's effort to 
inprove the, readabilty of prosPectuses. , You argue that TIAA' s proposed approach, ,stres 
an appropriate balance between the need for investor protection, on the one had, aid 
disclosure simplification and readabilty, on the other . You state that TIAA is not seekig to 
reduce the required disclosure with respect to the Account, but is simply seekig to make the 
fmancial information about TIAA in the prospectus concise and meaningful whie 
significantly reducing printing costs and adminstrative effort. 

* * * 

Recently, the Commission and the staff have underten significant effort to 
encourage registrants to improve the readabilty of prospectuses. We recogni as a general 
matter that streamlinig disclosure documents for 
 products such as the Contracts may 
contribute to increasing the readabilty of these documents. 

The Division of Investment Management may permit the omission of required 
fmancial statements or-the substitution of appropriate financial statements where the omission 
or substitution is consistent with the protection of investors.J./ We would, therefore, not 
recommend enforcèment action to the Commission if TIAA omits from the Account's 
prospectus full financial statements for TIAA, provided that TIAA follows the other 
procedures outlined in your letter. Our conclusion is based in paricular on your 

representations that: 

(1) the required full fmacial statements of TIAA wil be set fort in Par II of the, .

Account's registration statement on Form 5-1; 

J./ 17 C.F.R. §§ 210.3-13, 200.30-5(b), & 200.30-1(a)(6)(i).
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(2) an undertng to provide the full finncial statements of TIAA promptly upon 
¡' 

\trittèn or oral request wil be included in Par n of the Account's Form S-1,
and ths undertg wil be describe in the' prospectus for the Account;i:d 

(3) a concise sUI1ar of TI's audited fmacial inormation wil be included in
 
the Account's prospectus in the form of condensed fmacial statements and 
supplemental textual inormation.~1 

Together, 'these representations should help to ensure tht investors in the Account have 
access in the prospectus to summary fmancial' inormation 
 about TIAA;tht, upon request, 
investors in the Account wil have prompt access to the full fmacial statements of TIA; 
and that liabilty under the 1933 Act wil attch with respect to TIAA's full fmancial 
statements. 

Because this response is based on the facts and' representations set fort in your letter, 

you should note that different facts' or representations may require a different conclusion. 

!~~ 
Senior Counsel 

~?: 

~I Your letter indicates tht the summar finacial inormation wil be in substatially 
the format set fort in an attchment to the letter. We note that our response to your
 

letter should not be constred as providing no-action assurance with respect to any 
particular presentation of summary fmancial inormation, including the format set 
fort in 
 your letter. 


