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October 30, 2006

Secunities and Exchange Commission '

Office of International Corporate Finance S U P P L
100 F Street, N'W.

Washington, D.C. 20549

Re:  Kenedix Realty Investment Corporation (the “Company™)
Rule 12g3-2(b) Excmption: Documents
{Commission Filc Number Not Yet Received)

Dear Sir/Madam:

1. This information is being fumished pursuant to Rule 12g3-2(b). Enclosed
herewith and listed in Annex A are English language documents since our last
correspondence to you under 12g3-2(b) required to be furnished pursuant to Rule 12g3-
2(b)(1)ir). .

2. The information enclosed herewith is being furnished to the Commission
pursuant to Rule 12g3-2(b)(1)(i1i). In accordance with Rule 12g3-2(b)(4) and Rule 12g3-
2(b)(3), the information and documents furnished herewith arc being furmished with the
undcrstanding that they shall not be decmed “filed™ with the Commission or otherwise
subject to the liabilitics of Scction 18 of the Exchange Act and that neither this letter nor
the documents enclosed herewith pursuant to Rule 12g3-2(b)(1){(i11) shall constitutec an
admission for any purposc that the Company is subjcct to the Exchange Act. '

3 Should you have any questions in connection with this submission, please
do not hesitate to contact Bradley K. Edmister or Kenji Tancda of Sullivan & Cromwell
LLP, Otemachi First Square East, 16F, 5-1, Otemachi 1-chome, Chiyoda-ku, Tokyo 100-
0004 (tclephone: 81-3-3213-6140; facsimile: §1-3-3213-6470).

Very truly vours,
PROGESSED
MOV § 3 2046 ﬁ

THOMSON
FINANGIAL

(Enclosurcs) \ ‘ I 7

cc: [zumi Akai, Esq. )\)
Bradley K. Edmister, Esq. -
Kenji Taneda, Esq.
(Sullivan & Cromweli LLP)

Kenedix Realty Investment Corporation
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Annex A
English Language Document Distributed to the Company’s Security Holders

P' 3 1. Report to Unitholders for the Second Fiscal Period (from November 1, 2005 to April
30, 2006)

Press Releases and Other Information Made Public by the Company

sq 2. Financial Report for thc Fiscal Penod Ended April 30, 2006 (from November 1, 2005
P' to April 30, 2006)

P- [4q 3. Notice Concerning the Revision of the Semiannual Report for the Sccond Fiscal
Period (from November 1, 2005 to April 30, 2006)

‘)_ |50 4. Press releases through October 27, 2006

TOKY(3:33399,2 2




[Translation Purpose Only]

Kenedix Realty Investment Corporation Report for the Second Fiscal Period

To Our Investors

Taking this opportunity to present our second semiannual report, [ would like to thank all unitholders for their continued
support and understanding as we strive to achieve stable camings and sustainable growth.

In its second fiscal period (Novernber 1, 2005 to Apnl 30, 2006), Kenedix Realty Investment Corporation (“the Investment
Corporation™) recorded operating revenues of ¥2,871 million, ordinary income of ¥1,103 million and net income of ¥1,101
million, As a result, cash distnbution for the fiscal period under review was ¥13,884.

Looking at its third fiscal period and beyond, the Investment Corporation in concert with Kenedix REIT Management, Inc.
{ “Asset Management Company™) will continue to pursue stable growth from a medium- and long-term perspective. We offer
our sincere appreciation to all urutholders for continuing to share and support our vision,

Taisuke Mivajima
Executive Director, Kenedix Realty Investment Corporation
CEO and Prestdent, Kenedix REIT Management, Inc.

Information Provided on the Investment Corporition’s Web site

The Tnvestment Corporation will make every etfort to disclose relevant and accurate information on its Web site in a timely
fashion. In addition to an overview of the Investment Comporation, its investment strategies and portfolio, the Web site
contains press releases, financial information, information relating to cash distnbutions and a variety of disclosure materials.
The Investment Corporation is committed to enhancing the content of its Web site and to ensure ensuring timely delivery of
transparent information.

URL: hitp:/Asvww kdx-rett. comveng/
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I. Overview of the Investment Corporation

Investment Highlights

Cash Distribution for the Second Fiscal Period (November 1, 2005 to April 30, 2006): ¥13,884 per unit

Note: The second fiscal peried commenced on November 1, 2005 and ended on April 30, 2006, a period of 181 days.

Investment Highlights
Results for the First Fiscal Period Results for the Second Fiscal Period
Operating Revenues ¥1,156 million ¥2.871 million
Opaating Income ¥589 million ¥1,343 million
Ordinary Income ¥243 million ¥1,103 million
Net Income ¥242  million ¥1,101 million
Distribution per Unit ¥3,052 ¥13 884
Financial Results
First Fiscal Period Second Fiscal Period
Total Assets ¥77,325 million ¥92.053 million
Unitholders' Equity ¥44,527 million ¥45,387 million
Unitholders’ Equity to Total Assets 376% 49305
Unitholders” Equity per Unit ¥561,008 ¥571.840
Q&A

Q. What strategies have been advanced to differentiate the Investment Corporation from its competitors?

A. The Investment Corporation is a diversified real estate investment trust that primarily invests in office buildings, residential
properties, retail propertics and other real estate assets. In specific tenms, the Investment Corporation is engaged in selective
investment in medium-sized office buildings located in the Tokyo Metropolitan Area, as well as residential propertics located
in densely populated arcas with a high nunber of households. The Investment Corporation has appointed Kenodix REIT
Minagement, Inc. as its asset management company. The Asset Management Company boasts specialized knowledge of real
estate and financial markets and is largely comprised of employees transferred from Kenedix, Ine. {“Kenedix™). Ieveraging
the know-how and expertise of the Kenedix Group, the Investment Corporation is well placed to pursue dynamic growth.

Growth Potential

Q. What target for assct scale have vou set for the future?

A Asof April 30, 2006, the end of the Investment Corporation’s second fiscal period, the Investment Corporation owned a
portfolio of 35 propertics with total acquisition costs of approximately Y81 4 billion.. As of June 12, 2006, the date the
Investment Corporation’s second fiscal period resulls were announced, this balance had increased to 59 propertics with total
acquisibion costs of approximately ¥137.7 billion. In July 2003, on the occasion of the Investment Corporation’s public listing,
we identified an asset scale target exceeding ¥200 biltion by December 31, 2008. Based on the steady progress achicved to
date, we have decided to bring forward this target and will endeavor {o exceed an asset scale of ¥200 billion by Decemnber 31,
2007. Our goals, however, do not revolve entircly around increasing asset scale. In concert with efforts to increase the size of
the Investment Corporation’s portfolio, we will make every effort to steadily enhance eamings per share (EPS).

Q. What steps does the Investment Corporation take with regard to property management?




A The Investment Corporation has appointed Kenedix Advisors Co., Lid. (“Kenedix Advisors™) as its sole property
management company. This decision was made to ensure a single point of contact for all matters relating to property
management, to ensure a unified approach and procedure, and to enhance response times and the quality of service.
Furthenmore, scale merits apply in connection with building management, property insurance and other management activities,
which collectively contribute to a lighter administrative burden and reduced costs.
In specitic terms, the Asset Management Company has undertaken a variety of activities including repairs, maintenance and
renovation o existing properties with the aim of increasing rent level and occupancy ratio.
Examples of activities:
- Improve common use areas including toilets and entrances, increase property competitiveness through renewal and
upgrade
- Ascertain tenants needs through tenant satisfaction surveys
- Enhance tenant communication (decorate entrance halls and common use areas 1o reflect seasonal events such as
Christmas and New Years, present greeting cards and flowers to new tenants)
- Strengthen leasing activities through close ties with leasing intenmediary companies.

Investment Properties

Q. Please elaborate on the uniguc characteristics of medium-sized office buildings.

A. Compared with large-sized office buildings, mediun-sized office buildings provide greater liquidity. In addition to the
larger nurmber of buildings on the market, the acquisition prices and rent level of medium-sized office buildings offer a wider
scope of acquisition and leasing opportunities. Under these circuinstances, the Investment Corperation recognizes that
medium-sized office buildings provide the Investment Corporation with the best avenue 1o leverage its abilities in identifving
properties with competitive advantage and its expertise and know-how in property leasing and management. Furthermore,
given tenant characteristics and the large pool of competing properties, the Investment Corporation recognizes that
medium-sized office buitdmgs exhibit higher rates of tenant tumover with rent levels more finely attuned to economic trends,
particularly in times of recovery.

Q. Why does the Investment Corporation invest mainly in medium-sized office buildings?
A. As o lund manager, the Kenedix Group boasts a wealth of experience and know-how in medium-sized office buildings.
Focusing on this segment enables the Investment Corporation to leverage (his considerable strength. We also hold high

expectation [or continued increase in rent level m line with favorable economic trends.

Q. Why does the Investment Corporation invest in residential properties?

A, Maintaming a certam percentage of the investment portfolio in residential propertics provides a number of advantages. First,
in an effort to ensure prudent investment, the Investment Corporation adheres o mvestment criteria based on type, area and
size. In investing in residential properties, the Investment Corporation sinives to diversify risk. In addition, residential

properties ofter relatively stable rent levels. This in tum delivers steady camings and cash (lows. When investing in residential
propertics, the Investment Corporation places emphasis on acquiring competitive properties located m densely populated

arcas with a high number of houscholds.

Q. What are your thoughts on the leasing market for residential properties?
A In line with changes in population trends, fluctuations in the number of houscholds by area arc experiencing increased
polarization. In this context, we are seeing steady leasing demand for residential propertics primarily m the Tokyo
Metropolitan Area.

In addition, the population and the number of househelds in certain major cities of Other Regional Areas are also increasing.




Accordingly, we expect leasing demand for residential properties in Sapporo, Nagoya and Fukuoka to expand. The
Investment Corporation itends to invest in residential properties with a keen eye to the aforementioned trends.

Q. What are your expectations of the real estate and J-REIT markets?

A. We believe that real estate markets will remain active in the Tokyo Metropolitan Area. Accordingly, the ability to acquire
prime properties at reasonable prices will become increasingly difficult. The Investment Corporation also recognizes that real
cstate markets are subject to a varicty of trends based on property type, srea and size. While activity in one area may be robust,
other areas may experience stagnant conditions. With this in mind, the possibility that real estate prices will appreciate
nationwide is considered slim. Under these circumstances, the ability to accurately identify real estate trends by property type,
area and size will become more important. Currently, Japanese Real Estate Investment Trust (“J-REIT) market is compnsed
of over 30 publicly listed trusts with market capitalization exceeding ¥3 trillion. Looking ahead, it would not be a surprise if
there were between 50 and 70 listed J-REI'Ts with market capitalization around ¥10 trillion in the next few years. In the
domestic market, yields on REITs exceed 10-vear govemment bonds by nearly 2.0%. At this level, J-RETTS remain highly
competitive when comnpared with REITs in markets overscas.

Financial Strategy

Q. What benchmark have you established for interest-bearing debt ratio, and what are the Investment Corporation’s
debt policies?

A. The Investiment Corporation is conscious of maintaining a prudent financial strategy together with an appropriale
interest-bearing debt ratio (a balance between total assets and interest-bearmg debt). Currently, the tarpet ratio is sel between
35 to around 50%. From its incorporation, the Investment Corporation has undertaken debt on an unsecured and unguaranteed
basis This reflects the high credit standing of the Investment Corporation and an acknowledgement by financial institutions of
the quality of investment properties, investment policies and the Asset Management Company s personnel and management.

Q. How do you see interest rate trends in the future? What measures do you have in place to avoid the risk of future
increase in interest rates?

A. Following the decision by the Bank of Japan fo Lilt quantitative monetary casing policies, interest rates are expected to
show a moderate rise. We believe the key factor in detenmining future market conditions will be the speed of interest rate
increase. If the pace at which interest mates rise serves to promote economic growth, the impact on real estate markets is
naturally favorable. For example, in an environment where economic growth outpaces the merease of interest rates, rent levels
can be expected to rise. With this in mind, the Investment Corporation invests primarily m medium-sized office buildings,
characterized by relatively high rates of tenant tumover. Under these circumstances, we are able to maintain rent levels in line
with market trends. In an effort to avoid the risk of future increase in miterest rates, the Investment Corporation adopts a
prudent fived interest rate policy. In principle, we enter nto interest-rate swap agreements to [ix cost levels on floatmg mte
long-term debt. Furthemmore, the Investrent Corpoeration acquired an A3 credit rating from Moody’s Investors Services, Inc.
in February 2006. Looking ahead, we will also consider the issue of fixed ratle investment comporation bonds as o measure to
avoid the risk of future increase in interest rate.




Trends in Investment Unit Prices

The Investrment Corporation’s investment unit certificates were first listed on the Tokvo Stock Exchange on July 21, 2005.
Trends in investment unit price and tradimg turnover from the date of public listing to the close of its second fiscal period, Apnl
30, 2006, are provided in the following table,

2,500 Agorepate Market Vale as of Apri 28, 2006 660,000
¥48574mn - -
Highes! Trading Price; ¥ 670,000(February 9, 2008} 650,000 =
2000 Low Tracng Price: ¥ 573,000(October 19, 2005) - 640,000 2
[ k o
2 630,000 5
é 1,500 620,003
- -l
610,000
£1.000 3
o 600,000 2,
> -
500 580,000 4
580,000
0 : = ' . §70,000
2005/721  2005/8118 2005015 20051018 2005/11/16 200511216 2006M/19 200682216  2006RM6  2006/4M4
. Volume KR! Closing Price
Note : Investment unit prices are shown based upon closmg prices.
Companson with the Tokyo Stock Exchange REIT Index
115
110 P LW AR
- ~ T
105 A N -\ . TN
\ - A — R
100 77 T ‘-‘h; T ’\-"-‘-}A/' ;o T
f\ . L
- - I - R
95 L R
90
Jul 20, 2005 Sep 20, 2005 Nov 20, 2005 Jan 20, 2006 Mar 20, 2006

— Closing Price of KRI TSE REIT Index

Note: The Tokyo Stoek Exchange REIT Index as of July 20, 2005 and the lnvestment Corporation”s investment wut price al the time of public
offering are identified as based rates of 100.

Details of the Unitholders
Indinviduals and Financial Institutions 1o Donnesn,
End of 1* Fiscal Period Others {fnc]. Sexvaities comyanies) Corporation
22.66% \ 12300
(79370 units 266% 4896% 1239
17,989 umits 48 962 units 9,837 umits
End of 2nd Fiscal Period i sl
) 16968
(79370 units) 3729 wils

Note : Comparative ratios are rounded off to the second decimal place.




KENEDIX SELECTION (As of June 12, 2006) (Note)
Office Buildings (25 propentics)

Emphasis on mid-sized office buildings in the Tokyo Metropolitan Area, in particular Central Tokyo.

*The data below is based wpon a portfolio of 25 office buildings held by the Investment Corporation, inclueding 15 properties held at the end of

the second fiscal period and 10 properties already acquired durmg the third liscal period as of June 12, 2006.

Acquisition price - (\

(Tokyo Metropolitan Area)

Tokyo's 23 wards
Acauisiti 7 18 properties ¥ 58.0B
cquisition price L _)

(Other Regional Areas)
Central Tokyo
15 properties

¥5138
Greater Osaka area /
3 properties Y8.78 4

L I

L] 5 ~
Kanagawa o S
q“ ° v

2 properties ¥7.8B s

Tokyo's 23 wards

o? e | y )
(not mchuling Central Tokyo)

3 properties ¥6.7B

Fukuoka 1property  ¥2.28
1 property ¥ L4B

Office Portfolio Al -
{4 propeinesy

12%% /"" :

Tokyo Marpoitanarea

{narind Tekyos B wards)
(3 propeztes)
128%%

Teiyo's 23 wards
{nct md caitr Tekyo)
(3 jucpenes)
86%

655%

Note: Central Tokyo corsiss of the Chiyoda, Chuo, Mruo, Shibuya and Shinjuku wards

Moncy amounts are rounded to the nearest ¥100 million.

Ratins indicate the total acquisition price for propatics in cach area in proportion to the total acquisition costs for all propertics combined.
Ratios are roumnded o the first deciimal place.




Number of Employees per Office (Tokyo) (%o ol total offices)

Office Building Average Vacancy Ratio Corporate Income Distribution by Prefectures
§S 12
8 Other Regicenl Areas Tdyo
E g B 1%
=
[
g 4
-
ob
= 0
< 19% 200 2003 2008 Ome Sogamy | KmRawa
- — 1w g 08
Tokyo's 23 wards Yokohama
Csaka
Source: KIRM, tsed anthe tollown g refavines Source: KDRM, bxsed on mdtnnation of Wational Source: KIDRM, based on Search Report about Office

2000-2004 KK ko Data Savice Systenn fDSS) Tax Agency
“Whate Paper o1 Real Estate™ (2000-2005 et}
2005, IDSS, “Offioe M ket Repart™ {20065 Wier)

as of 2004 (Tokyo Metropolitan Govemment
Burcau of General Affars)
Note : Includes 695 offices (€.1%0) for which employees were
seconded from other companics
Note: As of June 12, 2006, properties held by Kenedix included office buildings, residential properties and comunercial facilities (3 properties).




Residential Properties (31 propertics)

Emphasis on residential properties in densely populated areas with a high number of households,

* The data below is based wpon a portfolio of 31 residential properties held by the Investment Corporation, including 16 properties held as of
the end of the second fiscal period (cxcluding two properties sold on May 10, 2006) and 15 proparties already’ acquired during the third fiscal
pertod as of e 12, 2006.

Acquisition price
(Tokyo Metropolitan Area)

Acquisition price

{Orther Regional Areas)
Hokkaido
1 property ¥ L§B
Greater Osaka arca 1
2 properties ¥ 3.9B
— Fukuoka a
. >
2 properties ¥ .7B

Tokyo's 23 wards
21 properties ¥ 31.7B

Kanagawa
2 properties ¥ 2.1B

3 properties ¥ 2.1B

Note: Money armounts are rounded to the nearest ¥100 million.
Ratios indicate the total acquisition price [or properties in each area in proportion to the total acquisition costs for all properties combined
Ratios are rounded to the first decimal place.




Residential Portfolio

Negoya Flokiaid Fulawka
3 propesies 1 property Zprogestes
48% 1% 3%
Gt Ok Area
2 properaes
0%

Tokye MompoltmArea

(notind! Tekeyo's 73 wards)
2 popettes
48%
1%
Japan Popudation Growth Rate
Population Growth rate
an of 2005
Tokyo's 23 wards 8,483,050
2  Yokohama 3,579,133
3 Osaka 2,628,776
4  Nagoya 2,215,031
5 1,880,875
6 1,525,389
7 Kyoto 1,474,764 0.0%
9  Kawasaki 1,327,009 6.2%
10 Saitama 1,176,269 38%
11 Hiroshima 1,154,595 1.8%
12 Sendai 1,024,947 1.7%
Total 127,756,815 0.7%

Source: MIC Statistics Bureau, Population Census 2005
Nevtes:

1 Based on the population as of October 1, 2005

2 Cities where KRI owns oris planning o acquire propertics arc highlighted

Rent Index by Type
Office

140
=0 Residential
120
110 \
100

%0

a0

70

1008 1098 2000 2002 2004 2005
 OfficeRentlkx " Resdeatial Rety Indc

Source: Japan Real Estate Instititte

Note : The index shows conditions as of September each year, with the year

2005=100.
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External Growth Strategy
"The Investment Corporation strives to ensure a continuous flow of mvestment property acquisition cpportunities together with

stable mvestment portfolio growth through the development of a multi-pipeline information source and {low.

Real Estate Market
[ Financial Institutions I

Kenedix, Inc, / Kenedix Advisors Co., Ltd.

Brokerage

r Corporate Sector

Construction Companies/
Property Developers

I NS

Warehousing

Development
Projects

Private Funds

Pension Funds
{(Note}

] ]

GriginallNetwork:
AsSeiManagement
Gompany.
<

{ Investmenz Funds

—

@ Mulei-Pipeline
KENEDIX KENEDIX
RUIT Memageswemt Fraky lovestmes Larganating.
Kenedix Kenedix
REIT Management, Inc. Realty Investment
ManAa;S:r:lent Corporation

/ Kenedix Realty Investment maintains the following framework in its
efforts to acquire investment properties:

© Original network of the Asset Management Company

© The support line provided by Kenedix, Inc. and Kenedix Advisors Co., Ltd.
\ € The warehousing function provided by Kenedix, Inc.
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Kenedix, Inc. and Kenedix Advisors Co., Ltd. Management Results

Asset Under Management (“AUM ™) held by Kenedix, Inc. and Kenedix Advisors Co., Lid.

4,500 3,856
4,000 2,403
3500 LI
3,000 1 I
2,500
2,000
1,500
1,000
500
0

1,058 T

ALM (Hundred Mitions of Yen)

Dec-00 Dec-01 Dec-02 Dec-02 Dec-04 Dec-05

@ Cffice B Residential & Retait I Logistics 2 Other

Source: Kenedrt, [nc . as of Decernber 31, 2005
Note. Inchudes properties (¥30,100 rmlbon) owned by Japan Logistics Fund, Inc, a company entrusted with asset managemen by
Kenedix-atfiliated comparnes, and properties (¥76.800 mallion) owned by the frvestment Corporation
Kenedie, Inc. and Kenedix Advisors Co,, Ltd,

Pension Fund Establishment Results

Fund Property Dotails Established
1 Office Buildings, Residential Properties Nov. 2003
2 Office Buildings Nov. 2003
3 Office Buildings, Residential Properties Apr. 2004
1 Residential Propetics, Office Buildings Sep. 2004
5 Residential Propertics, Office Buildings Mar. 2005
6 Residential Propetics, Office Buildings Tul. 2005
7 Residential Propertics, Office Buildings Aug. 2005

Source. Kenedoe, Inc as of February 28, 2006
Note On August 1, 2005, the Investment Corporation aoquired assets relating to IFunds No s 1 and 3. The plan is to aquire all the
propaties held in Fund No.2 on May 1, 2006,
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IDircctfacquisition} ' Case study of properties that were acquired

D 1

4+ Priprictan
information gathermg

by Assel Management

Company on the real KDX Funabashi Building (Chiba, office)
estate market based on KDX Hamacho Building (Tokyo, office)

the broad experience of Venus Hibarigaoka (Sapporo, residential)

its staff and their network Collection Higashi-Sakura (Nagoya, residential)

. @ Warchousing

4 Asset Management
Company may request
Kenedr: to acyuire and

IIBVUGIAL PS5V Y JOTHOMPN [PUBLO )

Belles Modes Building (Tokyo, office)

KDX Hamamatsucho Building (Tokyo, office)
KDX Minami Semba Dai-1 Building (Osaka, office)
ZARA Tenjin Nishi-dori (Fukucka, residential)

temporarib own

properties

¢ Asset Management
Company hasa right of

@ tirvt retusal over third

§ parties for properties )
2 handled by Kenedix or Tashin 24 Building ( Yokohama, office)
2 Kenedix Adwsors, KDN Omon Bu':lding (Tokyo, office)

Residence Charmante Tsukishima (Tokyo, restdential)

Regalo Komazawa-Koucn (Tokyo, residenttal)

External Growth Performance (based on acquisition price)

160 59 properties
. ¥137.7B
1 6%
120
100 35 properties I.4%
31 pruperties Y81.4B
g s 29 propertics prope .
¥69.1B 15.2%
¥61.0B ) ’
- won 17.9% 25 5%
27.4%
40 31.0%
. Retail
{5572 %03
20 . .
1523250) a8 Residential
0 o Office
Just after IRD 1 Period 2nd Feriod Current
{Aug 1, 2005) (encting Oct 31, 2005) {ending Apr 30, 2006) (Asof Jun 12, 2006)

Note:  Amownts of less than ¥ 100 million omitted for inoney amounts, and digits below decimal point omitted for ratics
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Internal Growth Strategy
The Investment Corporation aims {or steady intemal growth by maintaining and improving leasing income and reducing
management and operating costs in order to maximize revenucs.

Trend of occupancy ratio and total leasable area

Occupancy ratio

100.0% = = 1 ! 60,000

50,000
80.0%

40,000
60,08

30,000
100%

20,000
200%

10,000

002 0
Aug Sep

Oct Nov Dec
2005 2005 2005 2005 2005
Total leasable area (m’) . Oice Residential . - Retai]
Occupancy ratio B— 29 propertics
—8— 2 properties acquired in the —B— 3 propertics acquired in the

15t fiscal periend Ind fiscal period




Centralzed Property Management

Kenedix REIT Management, tnc. Centralized Property Man:gement Kencdix Advisors, L.
{Asset Management Company’} P 1. Stafl'with expertise in property manageinent
¢ Efficient management plan focusing on 2. Brood network in leasing, management and construction
Kenedix Realty the whole portfolic projects
Investment Company ¢ Property management fee: incentive foe 3. Department specialized in property management  (REIT
(Investment Corporation) tied to the income from real estate M tanagement Dept.}
Y
Monito Proj y Management
Personnel meeting held every week
Report to the management team every month
Reduce Management Costs Regular evaluation of property management activities

Ultilize scale merits and the negotiating prowess of the Kenedix Group as the means to reduce costs.
{Insurance premiums, real estate trust fecs, buildng management fees, other)

CS Strategy-Based Leasing Management

Based on its internal growth stratepy, the Investment Corporation will utilize the feedback from extemal rescarch

organizations and customers to enhance customer satislaction and the competitive standing of its properties, thereby

maintaining and mproving revenues.

Leasing nunagement policy based on CS strategy

-

Rental revenue
IHTEASE. Properiy
value increase
9

CS increase '

ke competitiveness

diihroperties

Conductel a customer satisfaction survey

Improve profitability .
’ Tel +Terant morpanatsanvioe evehged foon e
™ vioapant ofousomarstsEtion

Conderdby DM i P, n

d st rEwinrescheompany

CS survey
Ongoing internal

wth Identify the
gro

needs of tenants } J

1. Comlucted tenant satisfaction surveys at all office
bhuildings in December 2005.

2.Received proposals from property imanagererd
companics witlin the Kenedix Group to respond to

tenants’ opmions and requests in Apil 2006.

3 Formulated plans reganding prioritics, expenses and
schechles

N

Maintenance :uxl ‘
|

cupital

improverment
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Enhancing Property Competitive Standing
The Investment Corporation is working to maintain and increase rent level and enhance asset values of properties by
implementing cost-effective maintenance and renovation measures that are optiral for each property.

HakataEkimae Dai-2 Building (restroom)  Y0¥08i M Building (entrance)
Before Before
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Properties Roster
Properties as of the end of the 2nd period (35 propertics)

Argdtin Price Compidtion Ocrapancy Ratie
Trpe Ara Mame Lacalum (MAD (Nar Dutr (NeteT) (™) (i3

TokyoMetropoltan Area Belles Modes Buldng. Cheyoda ward Tokyo 594 May 194 o5

. qumhidmpohm Nhamh 51} Bui.(h';z . Glmwad '.I'ck‘yﬂ 5540 VA(:L 1974 1000

V Tdyn\!u:qm‘\m ‘icgnihmuadnm; Giyuc-h“zd. Tokyo BAL Y . M 198 lOIIJO
7 VTaL'yo \mmdmm Hmmm\m&ﬂd-g Caowad Tokyo 4450 -Jm 1587 1000 '
TukwaqlhmAm r;'m[{:lddm o - C‘l‘nnwaid Tokyo 3680 Jm 15;93 1000 .
TayoMebpitmAra KAV Buldeg (Sathen ca)  Namowsd Togo wn Amim s
wa\imm:\mn Ha:;rkuFFBa.lhg Shibiya wand Tekyo 2450 . Nw 1585 . l'-:).m
Tﬂﬂw”ﬂqlli-ﬁ;l-A‘m.l. - kD‘!(Ham:hanhhg Chaws ward, quao 2200 Sep. 1993 873
e Td:yDMﬁthﬂmArm N Fl\h!:rnrlAm 7 mm;umi Tokyo 1770 Nov 1588 mou-
TalyeMetrop ua .-\m 7 t\DX.V Buldne. Hnixhchln 2352 A}r 1989 . -913-
TogoMetrgrbimAm Ko deza Pk " Chiyodva Taso 1950 hay 1993 )
TdyoMerpimams N Dk S Toyo o mwn w0
TokyoMctopolin e Kodhikawa Yoshich Bankbrg Burkyo want Tdyo ™ Oa 1% 1000
G}nkmml:\n:s PutlBCmEl.ldm Soka, Osalay 5570 Sep 1903 1.000

COthor Regional Ares Hakatafkmee Da-2 Buling Fulownka, Fukaola 1430 Sep. 1984 967
Oﬁmﬂaﬂlswi&b‘rml 48289 FEERS ] 973

t Tclyo.\[u:qnil;n-mm. Hmn&mi:;r Mrm;w‘ld.‘rulw 1150 Feb 2003 - ans

i T&ybhim@lmm Tre i Casa Miarm Amyama #mnouad.'rdryu 2460 Feb 2004 1000

) Toqommi.:;.\m ‘ Comt Mqin; WMwa 1..&) Ma. 1997- 851

TokyoM{ctrop Arca 7 t Mo ward Tyt 1210 Jan 2004 %71l
Tctwntmmm Apatmats Walssistsi-Kawada Shirjulon ward Tekyo 1130 Feb 2004 . 978

i Tci)nh!ulwdn;\‘:\.n;ar 7 ot Mhorbadi-Hakozla . (Jml;l’xd.Td:)u L1130 F-dJ 04 ’ %43

i T(t}\:hlaq)ciz‘l-.k.xa . SI&M Cxaw;d.Td')o 1,im B F.f.b 1597 w4

| Td}oh[mnpdﬁ;l;’;tm Scant Yokohama-hana YVolchama RKangawa M5 'hrh 2003 1000

i }d‘}“M@—A-m Cummumsaanm ‘ Tato ‘;ms.'rd;w &0 Jan 2008 813
TokyoMegopobim s Saria Todorok Setagawand Tokyo 877 Dec 2002 1000
TokyohlctopobtnAres  Bloom Omaesndo Sihyawand Ty 75 . n-:a 203 w2

Sadom Tokyohfetropolian Avea Clan Oout Relakouert Setagaya-ward, Tokyo 81 Mg 1998 1co
Moy 10, 208 TokyoMetropoiin Area HmmHuﬁ Olatrmechi Tato wad Tokyo 830 Dex 204 1000
; TayoMepotmAmn  Cot Shindshy Mrsto ward, Tokyo ™8 Dec 1997 952

: { T¢}nn[m@;{¥n Court Sutergut Chuo wand, Tokyo 659  1lX03 543
I : Caler Repiond Aress Venm Hibariganka Sgparo, Hobkdo LB0G Moy 1989 827
’ (l.h:rRmuim Al H:;a Nagora Auche 4 Feb 2000 1000

;V Qe Rugmi An:s Atm; Hizaban Negoya, Auds M7 Mar 2000 975

| \ Residential (Total 19 xpernes) SubTotd 0786 s2ym 11
- Takyo Metiogritan Aiea Jrren-zda Fanne Shibuyaward Tokyo 9900 Mar 2005 Koo

el . Tckyol\letqu;n.:n_;\m Yoyom M Buldug Shehiya wand Tokyo 247 Ang 1991 871

- o . Reeal (Tetal 2 preguites) Shl:; Tota . 12379 A%y - 9 .

Tetal 35 propenes 8143 123y Mo
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Additional properties during the 3rd period (26 properties) (as of June 12, 2006)

Acqtans Price Conmpiain Ocompancy Reta
Type Ares Naor Locaition (ENDNate Doate (Now) {h4) (M)
TokyoMetopoitanArra  Toshin 24 Buldsg Yoloham Kavgava 5,300 Sep 1984 100
- 'I';)l'yuandth:m Etnu:-“mdlsBu.\dm . ﬁawxﬂl'{'c&w 4640 . 1 1992 1000
. TokyoMetropalian Area };D.\(an;Bm'him ‘ Oita ward, Tekyo 3500 011990 1000
TdyoMecopotmAra ~ KDN 1 Fo Bkl Minaeoward, Tekyo 3460 Sep 1999 1000
Tmuhiw&m Dri-ichi Kayzbocho Buldng, Chaowand Takyo 2780 - ou 1987 1000
mmepmm.a NTB-M Buldrg Movto ward Tokyo 2690 - Feb 1992 1000
‘ Ttk)nhlwaﬂz;'lm KDX éhx-mnnm}mdug Vokohama, Kangsa 150 N =q; 1;90 1000
‘Tukyo.\lwtrp.chm-m KD\'\aar,aBam 7 Shimdaiwand Tokyo 195 ’ 'ourls;a;; oo
Cther Rogoaral Arezs KOX Minarmi SentaDai-1 Bulding Ok, Osden 1610 Ma. 199 1000
czrunqmnm mnmﬁmwu«am cmn'o@am 1560 B S‘eélg‘)'s- 860
- ﬁz(]ouqm)&bT@A 7 30010 . - -
I T@bh[mqﬁm;m Wc‘tmmle‘l'niﬂitm Cmo ward Tkyo 5351 szou.: 1000
o V V (T;)Ja\m
‘ TakyoMermpdenAra  Regao Ochonomou 161 Bunkyo wad, Tokyo 1600 582
‘ (ZFeb 2006
‘ { Td:}uMdmpcﬁm-Am Regabo shite-Kann Mrxtoward Tokyo 2260 Nov 2005 744
‘ | TokyoMetopltmAres  Chigarokd Soce Nichanken Chigaskd, Kamgawa 1,160 Jan 1951 913
! ‘FL T"'. Metrop , ’:rm Cout Ni Shogukas ward, Tokyo 1,130 a.:ems %3
.; L Td}nhldmpc?:f}um RegdoKamzamwa-kolrn Sclagya ward, Tokyo 12 Feb 2006 856
} ‘ TokyoMetropolimnAres  Comt ShinObadmmmchi Tatoward Tokyo 37 O 208 570
| Resdana i Tokyoh s MnR@K@mﬁ m“thdw %2 ) ‘Jlmmos 902
i TokoMarpoendma Pamkegdo Yaga Sengyaward Toyo 0 Dec 2005 1000
i i TokyoMetopotan Aca Count Shimotma Setapaya ward, Tokyo &8 0. 205 w0
i mnmg.ml,&n AshiyaRoyal Homes Astwya Hygo 2330 s 1991 S
‘ ‘ ) ({sz 1991
! (e Reegooral Arecs Regzlo ek Le T Boks Ok 1.600 3Ll
. ‘ @ina 1993
i ‘ Ctle Reggonal Areas Collection Hgrdi-Saltra Nagoya Aichi 1264 Ma. 06 224
' ounkqmnlm Rercassance 21 Hitno Jowas-toadhi P Flswia %00 ' 70u:oos N =0
' ] O Regiortal Areas Morscee Nidilkruen Bay Cout Fulnoka, Friawda 826 ) Feb 2006 610
i IL Rmdu;ﬂuqum) Sub Totd 24343 L -
\ e o e e o et m e e e e et e e e e eeaee e e e
Raal Otte Regiorl Ares ZARA Tergm Nestv-dxi Pulanka Fulaoka 3680 Nov 2005 1000
;Zm](;;n;[my)ab‘l‘ud N o mm”- L .
Totdl 2% prpetties 803 - -
Totdl 99 propesties 137,759 (Nolos) 111 ya5 (NoteS) 908 (Nales)
Notes:

1. Figures in the “Acquisition Price™ colurrm represent the real extate or tust beneficiary interest sales price (excluding consumnption tax, rounded down to the
nearest miillion yen) for each property acquired, identificd in refevant Real Estate or Trust Beneficiary Interest Purchase and Sales Agreements.

2. 'The “Completion Date” column refers to the date on which constniction was first completed. Each average age subtotals and totad for the investment
pontfolic is shown as the weghted-averages portfulioage based upon acquisition prices with a base date of Apnil 30, 2006,

3. “Occupancy Ratio™ is the leased floor area divided by total leasable floor area for each property as a percentage to the nearsst first decimal place. Ratios are
calcudated as of Apnil 30, 2006 for the second fiscal period and as of May 31, 2006 for 26 properties acquared dunng the durd fiscal peniod. Subtotals and
total for e imestmert portlolio ane weighted-avaages.

4. "The total acquisition price tor 39 properties held by the Imvestinent Corporation zs of fane 12, 2006,

5. 'The weighted-averige age of the 59 properties held by the Investment Corporation as of hme 12, 2006 with a base date of April 30, 2006.

6. The weighted-average occupancy ratio is calculated as of M ay 31, 2006 based on the 539 propertics held by the Investment Corporation as of June 12, 2006.
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Portfolio Composition

The Investment Corporation strives to develop a diversified investment portfolio adopting a
three-point investment criteria based on property type, area, and size.

© Type
Immediately following IPO {29 properties)

Retail : 1 property
Toul ¥99B  16.2%

[P properties
Residential : 17 properikes SRy

o q@?n‘m
Totat ¥18986 B 31.1%0

Area
Immediately following IPO (29 properties)

Size
Immediately following PO (29 properties)
¥7.5-100B Lessthan ¥1.08
1 property 11 properties
16.2% 13.4%
WO-T58
2 properties ¥1.0258
16 % 11 properties
; 29.5%
¥25508
4 pioperties

26%

¥5.0-7.5 B B propeties

¥2.5-50B 12 propeties

Asof June 12, 2006 (59 propertics)

Retail : 3 properties
Toul ¥16059B 1162 EENE,

Residential : 31 propertics
. 31.5%
Total ¥43.421 B

Other Regional Arcat”. 13piofestics

propetties

Asof June 12, 2006 (59 propertics)

¥7.5-10.0 B 1 propery
Total ¥59 B
71%

8.8%

Lessthan ¥1.0B 16 properties
Total ¥12.18

Taa ¥32.28 ¥1.0-258 24 properties
24.1% Tctal ¥41.7B
30.3%

Total ¥406 B
28 5%

Note : Percentage figures in the above pie charls represent the proportion of cach category as a percentage of the total caladated on a property acqusition price

basis. Percentage figures are rounded off (o the first decimal place.

Total Acquisition Price 61 billion yen Total Acquisition Price 137.7 billion yen
Total Nusnber of Properties 31 properties "Total Number of Properties 59 propatics
Weighted-Average Portfolio Age 11.7 years Weighted-Average Portfolio Age 11.1 years

Note: The average age of building construction, cumment as of Aprl 30, 2006, is shown as the weighted-average portfolio age based upon acquisition prices.

Portfolio Development Policy

Classification Investment RatioTarget
Office Buildings More than 50%
Type | Residential Propertics More than 20%
Retail Properties
oA _TOperties Less than 30%
Other

Classification Investment Ratio Target
Tokyo Metropolitan
oo METopo More than 10%
Area Arca
Other Regional Areas Less than 30%
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Structure of Investment Corporation

Investment Corporation Accounting Awditor
Information and Property Providers
(Support-Line Companies)
Kenedix Realty Investiment Corporation Emst & Young ShinNihon
Kenedix, Inc.
Kenedix Advisors Co, Lid. Gemeral Mecting of Uritholders
Adimirustrative Agent
Asset Custodian
Board of Directors ®
@ Mizuho Thust & Banking Co., Lid.
Executive Director: Taisuke Miyajima
Supenisory Director Kimio Kodama
Asset Manascment Cormganty @ Supavisory Divector:Shiro Toba @
Administrative Agent for Directors” D —
Meeting ‘Iraster Agent
Kenedix REIT AManagement, Inc.
The Chuo Mitswd Trust and Banking,
Co, Limited
{1 Asset Management Agreement / Operating Agency Agreement
(@ Administrative Agency Agreement/ Asset Custodian Agreement
(D Transter Agency Agreement
()Memorandum of Understanding with Kenedix, Inc. and Kenedix Advisors Co., Ltd,
Structure of the Asset Management Company
Natne: Kenedix REIT Management, Inc.
Capital: ¥200 million
History:
November 28, 2003 KW REIT Management was established
July 2, 2004 Building Lots and Buildings Transaction Business
License, License No, (183303, 1ssued by the Governor
of Tokyo
November 9, 2004 Renamed to Kenedix REIT Management, Inc.
February 28, 2005 Discretionary Transaction Agent License, License No.
33, issued by the Govemor of Tokyo.
April 18,2005 Investment Corporation/Asset Management License,
License No. 44, granted by the Prime Minister of Japan.
April 26,2005 Obtained approval to be Operating Agent for the
Investment Corporation.
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Orgunization Chart

Shareholders’ Mesting

Auditors

Board of Directors

Investment Committee

Comphance Ofiicer

Compliance Commuttes

Representative Director

I

Investment Financial i?arﬁ:;_la gt?
”3”39*_"‘5”‘ Plf!qn_ing Administration
Dhvision Division -
Divisian
Ei?aatle Asset IR F";?_::jce Busmness
Invesiment Marggoeumenl Group Accounung Adm(l;nrxggauon
Group p Group p
Principal Shareholder
Name Location Number of Stocks Owned | Ratio (Note)
Kenedix, Inc. 2-2-9, Shimbashi, 6,450 units 100.00%
Minato-ku, Tokyo
{Note)

Ratio represents the number of stocks owned in proportion to the total number of outstanding stocks.
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I1. Management Report

Operating Conditions
1. Trends in Operating Conditions

Period First Fiscal Peniod Second Fiscal Period

' (As of October 31 2006) (As of April 31, 2006)
Opemting revenues Milliors of Yen 1,19 2871
(Rental revencs) Millions of Yen 1,19 2,871
Operating expenses Mllions of Yen 606 1.527
(Property-related expenses) Millions of Yen 518 1,265
Operating incoune Millions of Yen 589 1,343
Ordinary mcome Millions of Yen 43 1.103
Nel income (a) Millions of Yen 42 1,101
Total assets (b} Millions of Yen 71,325 92,053
Interest-bearing debl {c) Millions of Yen 29,000 42,000
Unithobders® equity (d Millions of Yen 4,527 45,387
Unitholders' capital AMillions of Yen 285 44,285
MNumber of imvestment umits issued and outstanding, (5] Per Unit 79,370 79,370
Unitholders® equity per Unit D) Yen 561,008 571,840
"Total distribution ) Aillions of Yen 242 1,101
Distribution per unit (HILC)] Yen 3,052 13,884
{Eamings distributed per unit) Yen 3,052 13,884
(Distribution m cXcess of eamings per urht} Yen - =

Retunon assets (anmualized) (Note 1,2) % 03 (13) 13 (26)

Return on unitholders” equity (anmualized) (Note 2, 3) % " 06 (22) 25 49
Unitholders" equity ratio at the end of period (d){b) % 576 493
[nterest-bearing debt ratio at the end of period (€)/(b) % 375 456
Payout ratio (Note 4) @) % 999 999

[Otlier reference]
Number of propertics Properties il 35
‘Total leasable floor area m 81,298 67 10486865
Oceupaney ratie o the end of period % 966 949
Diepreciation expenses for the period Millions of Yen 268 650
Capital expendinares for the period Millions of Yen 47 510
Leasing NOI (nct operating income) (Note 5) Milkions of Yen 045 2256
1FO (funds from operation) (Nole 6) Millions of Yen 510 1,752
17O per umit (Note 7) Yen 6430 476
Notes:

1.Retum on assets = Ondinary income / (Total assets at the beginning of period + Total assets at the end of period) / 2% 100
Total assets reflects thevalue on Augusi 1, 2005, wlich was the first actual date of operations of the first fiscal period.

2. Annualized values are calculated based upon a period of 181 days. Anmnalized vahues for the first fiscal period ane calculated based upon a period of 92 days,

U actual number of business days in the first fiscal peniod (from August 1, 2005 o October 31, 2005).

3. Retum on unitholders” equity = Net income / (Total unitholders™ equity at the beginrang of period + Total unitholders” equity at the end of period}/ 2 x 100
Iotal unitholders’ equity at the beginning of period reflects the value on August 1, 2005, which was il first actual date of operations of the first fiscal period.

4. Payout mtio is rounded off to the first decimal place.

5. Leasing NOT = Rental and oter operating revenues from rental and other operating expenses + Depreciation expenses for the period

6. FFO = Netincome + Depredation expenses tor the period

7.¥FO perunit = FFO' number of im estinent units issued and outstanding (figures below ¥1 rounded off)

23




2. Operating Conditions for the Fiscal Period under Review

(1) The Investment Corporation
The Investment Corporation was established on May 6, 2003 in accordance with the Investment Trust and Investment

Corporation Law (“the Investment Trust Law™). On July 21, 2003, the Investment Corporation was listed on the Real Estate
Investment Trust Market of the Tokyo Stock Exchange. {Securities Code: 8972). Thereafler, the Investment Corporation first
reported its operating results for period ending on October 31, 2005. As of April 30, 2000, the end of the second fiscal period,
the number of investment units issuad and outstanding totaled 79,370 units.

The Investment Corporation appointed Kenedix REIT Management, Inc. as its asset management company. In concert with
the Asset Management Company, the Investment Corporation sirives to maximize cash distribution o investors by securing
stable eamings and sustainable investment growth. To this end, the Investment Corporation adopts a dynamic and flexible
investment stance that accurately reflects its environment and market trends, and endeavors to ensure a timcly response to
each and every opportunity. The [nvestment Corporation endeavors (o develop a diversified investment portfolio named
“KENEDIX Selection,” adopting a three-point investment criteria based on property type, area and size.

(2) Investment Environment and Management Performance

a. Investment environment
During the {iscal period under review;, the Japanese economy made a steady shift from moderate to fullledged recovery.
Conditions were buoyed by an increase in capital expenditure on the back of an improvernent in corporate eamings, and
robust employment conditions contributing to an upswing in personal consumption.
On March 9, 2006, the Bank of Japan lified its quantitative monetary casing policy, which was first implemented in March
2001. At the sume time, the Central Bank announced that it would shifi its focus from the bank’s current account balance o
unsecured call interest rates. In announcing the policy shift, the Bank of Japan pledged to anchor the unseeured call rate near
zero for a prudent period. Thereafter adjustiments would be made on a gradual basis in accordance with changes in the
cconoemy and consumer prices.
Turmning to real estate markets in Japan, official announcements as of January 1, 2006, indicated land prices in the major
metropolitan areas of Tokyo, Osaka, Kyoto and Nagoya had either held their value or made a steady increase. In Other
Regional Areas, the decline in residential and retail property prices narrowed. Furthenmore, signs ol a slight increase have
emerged in cerlain major cities in regional areas.

b. Management performance

As of October 31, 2005, the Investment Corporation owned a portfolio of 31 propertics with a total acquisition costs of
¥69,132 million. Using the original network of the Asset Management Company, the Investiment Corporation acquired 3
office buildings in the Tokyo Metropolitan Area and | residential property in the Other Regional Areas during the second
fiscal period with a total acquisition costs of ¥12.302 million. As a result, the number of properties owned as of April 30, 2006
stood at 35, with a total acquisition costs of Y81 434 million. Looking at the portfolio as a whole, 59.2% wus comprised of
office buildings, 25.5% of residential properties and 15.2% retsil properties on an acquisition price basis. [n addition, the
occupancy ratio as of the end of the second fiscal period was 94.9%, retlecting stable investinent and asset management.
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< Extemnal Growth Performance after PO >

Immediately follawving IPO First Fiscal Period Secordd Fiscat Period
(as of August 1, 2005) (as of October 31, 2005) (as of April 30, 2006)
Total Total Total
Ratio Ratio Ratio
Acquisition Costs Acquisition Costs Acquisition Costs .
%9) (%4) %0}
(Millions of Yen) (Millions of Yen) (Millions of Yer)
Office Buildings 32197 527 3,767 516 48,269 592
g Residential
p ) 18,986 310 18,986 274 20,786 255
a Properties
® Retail Propertics 9,500 16.2 12,379 179 123719 152
Tota) 61,083 1000 69,132 100.0 81,434 1000
Tokyo
58,802 96.2 61,281 886 71,783 88.1
Metropolitan Arca
5 Other Regional
2281 7 7,851 113 9,651 11.8
Areas
Total 61,083 1000 69,132 100.0 81,434 100.0
Noles:

I Total acquisition costs is the total of acquisition price for cach property classified by type and area.

2 ‘Total acquisition costs is rounded down to the nearest million yen. Percentages are rounded down to the nearcst first decimal place.

Opcration and Management of Existing Properties

The Investment Corporation has appoinied Kenedix Advisors Co., Ltd. as its sole property management company for the
entire portfolio as of the end of the second fiscal period. In establishing a smgle pomt of contact for all matters relating to
property management activities, the Investment Corporation strives lo secure consistent policies, specifications and procedhres
along with ensuring swift and quality service. As of April 30, 2006, the mvestment portfolio maintains a high occupancy ratio.
The Investment Corporation is satisfied with the quality of property management.

In additron to property management services, the Investment Corporation has executed master lease agreements with Kenedix
Advisors covenng all of its properties held as of April 30, 2006 (excluding Jinhan-zaka Frame and tenants without approval
for subleasing). In appointing a member of the Kenedix Group as lessee, the Investment Corporation is able to provide better
tenant-oriented leasing management through Kenedix Advisors. At the same time, this scheme allows the Investment
Corporation lo more effectively utilize tenant security and guarantes deposits.

The Investment Corporation leverages scale ments and the communication and negotiation skills of the Kenedix Group in an
cflort to reduce operating costs. For example, steps are being taken o negotiate with insurance brokers to improve fire
insurance cover terms and conditions while reducing premiums paid. Labor saving measures m connection with operating
schemes and initiatives to standardize contracts have also contributed to manimizing real estate trust commissions.
Furthermore, the Investment Corporation is inplementing gradual review of building management responsibilitics and costs,

CS Strategy-Based Leasing Management

The Investment Corporation recognizes cach tenant as a key customer and strives to enhance customer satistaction and raisc
the competitiveness of its properties as the means to maintain and increase eamings. As a part of these efforts, the Assel
Management Company mplemented a survey in collaboration with 1.1). Power Asia Pacific Inc., an intemationally
recognized company that engages in customer satisfaction evaluation, covering e Investment Corporation’s office building

portlolio as of December 2003. As a part of this survey the administration officers of cach tenant and tenant emplovees were
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asked to respond to 40 questions covering each building and its facilities as well as the nature and quality of operating and
management services.
<Questions Covered bw the Survey>
1. Building location and environment, external fagade, entrunce (design, access, lighting, other), lease space areas (air
conditioning system, lighting, ventilation, OA compliant, other), commen use areas (elevators, toilets, kitchen facilities,
smoking area, parking, other), management company service, status and standard of cleaning, security, fire prevention.
2. Remarks
On a scale of five, respondents were asked to rank each of the aforementioned questions. The survey provided invaluable
information pertaining to the strengths and weaknesses of each building. Under the remarks section, a number of respondents
provided insightful observations. Based on survey results, the Investment Corporation will work te clanify and improve
outstanding issucs.
Through this vital feedback channel, the Investment Corporation will also implement appropriate maintenance and renovation
for each property taking into consideration associated costs and benefits. Through these means, the Investment Corporation is
working efficiently to generate improvements in rent levels and asset values, increase eamings and promote sustained intemal
growth.

(3) Funds Procurement and Acquiring Credit Ratings Accreditation

As of October 31, 2003, the balance of debt financing stood at ¥29.0 billion and comprised ¥19.0 billion of long-term debt and
¥10.0 billion of short-term debt. To support the acquisition of additional assets, the Investment Corporation undertook debt
financing of ¥13 .0 billion during the second fiscal period compnising ¥11.5 billion of long-term debt and ¥1.5 billion ol
shori-term debt. As a result, the balance of debt financmg as of April 30, 2006 stood at ¥42.0 billion comprising ¥30.5 billton
of long-tenn debt and ¥11.5 billion of short-term debt. Of this amount, ¥28.3 billion of long-term debt as of April 30, 2006
was procured on a floating rate basis. In order to minimize the nsk of future increase in interest rate, the Investment
Corporation has entered into interest-rate swap agreements, efloctively {ixing applicable imterest rates.

Since its public listing through to the end of the second fiscal peried, the Investment Corporation has undertaken (lexible debt
funding on both an unsecured and unguaranteed basis. This is the result of the high standing in which the Investment
Corporation, its investment policies, asset quality as well as the personnel and expertise of the Assel Management Company
are held amnong financial institutions. In addition, the Investment Corporation strives to diversify repayment dates for its debt
financing in an effort to reduce refinancing risk, The Investment Corporation also strives to extend average repayment period
by placing added emphasis on long-term debt.

Note: Short-term debt is repayable sithin 1 year. Long<enn debt is repayable over tenns exceeding 1 year, The same applics troughout this neport,

As a part of cflorts to diversify procurement methods, including the issue of investment corporation bonds, and to extend the
average repayment period [or its overall debt financing, the Investment Corporation acquired a credit rating of A3 (Outlook
Stable) from Moody’s Investors Services, Inc. on February 28, 2006. The ability to acquire a credit rating so quickly alter its
initial public listing is attributed to the high standing in which the Investment Corporation, its investiment policies, quality of
individual assets, real estate portfolio, the unsecured and unguaranteed nature of debt financing, quality of the Assct
Management Company s persennel and the support of the Kenedix Group are held.
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<Credit Rating>

Credil Rating Agency Rating

[ssuer rating: A3

Moody's Investors Services, Inc.
Outleck: Stable

{4) Operating Results and Cash Distribution

As a result of the aforementioned management performance, the Investment Corporation reported operating revenues of
¥2 871 mitkion for its second fiscal period. Operating income was ¥1,343 million, ordinary income ¥1,103 million and net
income ¥1,101 million.

In accordance with Article 67.15 of the Special Taxation Measures Law, the Investment Corporation distributes the total
amount of ils unappropriated retained eamings for each period. Cash distribution for the second fiscal period was ¥13,884 per

unit.

3. Movements in Investment Units Issued and Outstanding
Moverments in unitholders capital and the number of investment units issued and outstanding during the first and second

fiscal periods are summarized in the following table. (Note 4)

Investment Units Issued and | Unitholders’ Capital
Scttlement Date Particulars Outstanding (Units) (Millions of Yan) Remarks
Balance % Balance
{Decrease) {Decreasc)
May 6, 2005 Privatc placcment 400 400 200 200 {Note 1)
Tuly 20, 2005 Public offering 75,000 75.400 41,868 42068 | (Note2)
August 16, 2005 Third-party 3970 79370 2216 44285 | (Note3)
allocation
Notes:

I ‘The Investment Corporation was established with an offer price of ¥500,000 per unit.

2. 'The Investment Cotporation undertook an additional issue of new investment units (public offering) with the aim of procuring funds for
the acquisition of investment properties. The offer price was ¥580,000 per unit with an underwritten price of ¥558,250 per unit

3. ‘'The Investment Corporation undertook an additional issue of new mvestment units by way of third-party allotment with the aim of
procuning funds for the acquisition of investment properties. The issue price was ¥558,250 per unit.

4. From the end of the fiscal period under review; the Investment Corporation issued additional new investment units (offer price:
¥593,006: issue price: ¥572,519) as a means to fund the acquisition of additional properties (payment date: May 1, 2006). Furthenmore,
the Investment Corporation issued additional new investment units by way of third-party allocation (issue price: ¥572,519) to assist in
the acquisition of new investment properties (pavment date: May 26, 2006). As a result, unitholders” capital as of May 26, 2006 stood at
¥88.729 million with 157,000 investment units issued and cutstanding.

Trends of investment unit certificate price on the Tokyo Stock Exchange
High and low trading prices for the Investiment Corporation’s investment units during the first and second fiscal period as
traded on the REIT market of the Tokvo Stock Exchange were as follows:

Period First Fiscal Period Second Fiscal Period
End of Fiscal Period October 31, 2003 April 30, 2006
High Price ¥618.,000 ¥670,000
Low Price ¥573,000 ¥574,000




4. Distributions
Distribution in the second fiscal period was ¥13,884 per unit. The Investment Corporation applies the favorable tax treatment
(Article 67.15 of the Special Taxation Measures Law) allowing investment corporations to deduct the anount of dismbuted

eamings {fom corporate income laxes as expenses. Accordingly, the Investment Corporation dismbutes nearly 100% of

period-end disposable eamnings.

Fiscal Period First Fiscal Period Second Fiscal Period
Duration of Period May 6, 2005 to October 31,2005 |  November 1, 2005 to April 30, 2006
Unappropnated Retained Eamings ¥242 251 thousands ¥1,102,013 thousands
Retained Eamings for the next fiscal period ¥14 thousands ¥40 thousands
Cash Distributions ¥242237 thousands ¥1,101,973 thousands
(Distribution per unit) (¥3.052) (¥13.88:)
Eamings Distributed ¥242,237 thousands ¥1,101,537 thousands
Earnings distributed per unit (¥3.052) (¥13,884)
(Payments for capital participations) - -
(Pavments for capital participations per unit) (- (=

5. Future Management Policies and Pending Issues

(1) Investment Environment

Looking ahead, the Japanese economy is forecasted to continue its path toward full-fledged recovery on the back of
domestic private-sector demand. Favorable conditions are atiributed to a robust corporate sector and the positive flow-on
eflects to the houschold sector. Buoyed by improvements in employment conditions resulting in an upswing in houschold

disposable incomes, personal consumption is expected to increase. Signs are strong for capital expenditure growth,
bolstered by an mmprovement in corporate eamings. Driven by the aforementioned gains in employment conditions and
household disposable incomes, the construction of residential properties is also expected (o bottom out with signs of upward

movement,

Against this economic backdrop, positive signs are emerging in the domestic real estate market. Posted land prices for
March 2006 confimmed land and property price appreciation in the three major cities of Tokyo, Osaka and Nagoya. At the
same time, land and property prices for specific major cities in regional areas are also increasing, On a nationwide basis,
land and property prices are exhibiting increased polarization. Appreciation is restricted to major economic and fiimcial
centers of the Tokyo Metropolitan Area (in particular the Central Tokyo), and specific regional areas that exhibit strong
potential for population growth (for example, Sapporo in Hokkaido and Fukuoka in Kyushu).

From the perspective of real estate purchase and sales, the acquisition of prime properties is expected to become
increasingly competitive. This is attributed to the continued flow of domestic and overseas real estate funds in scarch ol
higher retums. With little change anticipated in the forcseeable future, activities in the real estate market are expected o
remain robust with positive conditions prevailing throughout.

(2) Management Policies and Pending Issues

a. Existing property management strategy

Rental revenues provide a major source of income for the Investment Corporation. Accordingly, every effort is made to

mamtain and enhance rent level and occupancy ratios, Key components in the Investment Corporation’s leasing activities.
While taking into constderation economic and real cstate market trends, the Investinent Corporation adopts a

tenant-oniented approach (o its leasing activities with the aims of ensuring a timely and flexible response as well as optimal

tenant satisfaction.

Based on the aforementioned, the Asset Mimagement Company undertakes property management activities as follows.
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- Implement customer satisfaction surveys in an eflort to identify tenant needs. kuplement appropniate remedial and
Improvement measwures.
« Enhance tenant satistaction and property competitive advantage through renovation of co-owned areas as well as upgrades
and renewal for the facility.
* Promote new tenant leasing activities together with existing tenant renewal negotiations based on moveiments in real estate
leasing markets and tenant needs in an effort to capitalize on “trends” and “timing”.
» Strengthen leasing activities through efforts to improve ties with leasing intermediary companies.
- Review property management contents and standards.

b. New property investment strategy
"The Investment Corporation will continue to invest in medium-sized office buildings located in the Tokyo Metropolitan
Arca as the comerstone of its investment policy. At the same time, the Investment Corporation will emphasize residential
properties in densely populated areas with a high number of households and retail properties in central uban commercial
districts To facilitate the implementation of the aforementioned investment policy, in addition to the original network of the
Asset Management Company, the Investment Corporation will leverage the support-line provided by the Kenedix Group.
“The Kenedix Group comprises Kenedix, Inc., Kenedix Advisors Co., Ltd. and other affiliated companies.
Through this support-line, the Asset Management Company is positioned to secure teal estate information related to
properties, for which the Kenedix Group acts as intermediary (excluding the original network of the Asset Management
Comapnay), as well as pension funds, pnvate placement fiinds and development properties. Based on this information and
depending on its source, the Investment Corporation is able to consider acquisition either on a priority basis or at the same
time as all other third partics. Against the backdrop of a competitive market, the role of this support-line 1s increasingly
stgnificant in the Asset Management Company s acquisition of quality properties.
Another key role of the support-line is to facilitate property acquisition throngh the warehousing fimction. Under the
warchousing function, members of the Kenedix Group may acquire or temporarily hold an investment property sourced
from the original network of the Asset Management Coinpany on those occasions when the Investment Corporatien is not
itself’ in the immediate position to acquire the property, or for timing reasons the property fails to completely comply with
the Investment Corporation’s investinent criteria. In the case of the warchousing function, the Investment Corporation
maintains “first priority” arrmngements to acquire the property once initial obstacles have been cleared.

(3) Financial Strategy

The Investment Corporation will continue to pursue debt financing on an unsecured and unguaranteed basis and as well as
make arrangements to ensure fixed interest rate debt in line with interest rate trends and other considerations.

In addition, the Investment Corporation will seek to diversify its debt repayment period to reduce refinancing risk, maintain
long-termn debt ratios at or above prudent levels and issue investment corporation bonds with the aim of extending the
average repayment period of its habilities.

The Investment Corporation will maimtamn the ratio of interest-bearing debt to total assets at a prudent level and mmplement
leveraged management in an effor to ensure stable financial management.

(4) Information Disclosure
Consistent with its basic infonnation disclosure policy, the Investment Corporation proactively engages in IR activities with
the amm of promptly providing a wide range of relevant information to investors. [n specific terms, the Investment
Corporation provides information through the Timely Disclosure Network System (TDnet), which is a system operated by
the Tokyo Stock Exchange, as well as press releases and its Web site (URL: http./Awvww kdx-reat.com).
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6. Important Subsequent Events

Important subsequent events afier the closing of the fiscal period ended on April 30, 2006 are as follows,

1. Issuance of New Investment Unils

On April 3, 2006 and April 19, 2006, the Board of Directors of the Investment Corporation resolved to issue new

investment units as detailed below. The payments were completed on May 1, 2006 (through public offering) and May

26,2006 {through third-party allocation), respectively. As a result of the issuance of additional investment units, the
Investment Corporation had total unitholders” capital of ¥88,729 652 470 with 157,000 investment units outstanding

as of May 26, 2006.

(1) Issuance of New Investment Units through Public Offering

‘Total mmmber of newly issued units :

73,660units

{Japanese primary offering 50,3 70units, Intemational offering 23,290units)

Offer price per unit ;

Total amount of offerings -

Issue price per unit
Net proceeds :
Payment date :

Delivery date of investment unit certificates :

¥593 096
¥43,687.451.360
¥572,519
¥42,171,749,540
May 1,2006
May 2,2006

Starting date of the computation of cash distribution : May 1, 2006
(2) Issuance of New Investiment Units through Third-party Allotment

Total number of newly 1ssued uruts : 3,970 per unit
Issue price per unil : ¥572,519
Net proceeds : ¥2 272 900430
Payment date May 26, 2006
Delivery date of New Investment Units through : May 26,2006
Starting date of the computation of cash distnibution : Mav 1, 2006
2 Debt Financing
On May 1, 20006, the [nvestment Corporation obtained debt financing as follows
(1) Series 7-A
Lenders ¢ Sumitomo Mitsi Banking Corporation
The Bank of Tokyo-Mitsubishi UFJ, Lid.
Amount Borrowed : ¥2.000 million
Interest Rate : 0.36909% floating rate of interest (Note)
Repayment Due Date : April 30, 2007
Collateral : Unsecured, unguaranteed

Note: The interest rate covers the period commencing May 1, 2006 through July 31, 2006. Thereafler,

the interest rate shall be calculated based on the threc-month yen TIBOR +0.23%.

(2) Series7-B
Lenders :

The Chuo Mitsui Trust and Banking Co., Linited
Aczora Bank, Ltd.

The Bank of Tokyo-Mitsubishu UFJ | Ltd.
Mitsubishi UL Trust and Banking Corporation
Resona BBank, 1.td.
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Amount Borrowed : ¥6,500 million

Interest Rate 0.53909% floating rate of interest (Note)
Repaviment Due Date April 30, 2009
Collateral : Unsecured, unguaranteed

Note: The interest rate covers the period commencing May 1, 2006 through July 31, 2006. Therealter,
the interest rate shall be calculated based on the three-month yen TIBOR +0.40%. Interest on
variable mterest rate loans has been fined at 1.62875% until Apnil 30, 2009, through interest-rate swap

transactions.
(3) Senies 7-C

Lenders : Aozora Bank, Ltd.
Mitsui Sumitomo Insurance Co., Lid.

Amount Borrowed : ¥2 500 million

Interest Rate 0.63909% floating ratc of mterest (Note)
2.19875% fixed rate of mterest

Repayment Due Date - Apni 30,2011

Collateral : Unsecured, unguaranteed

Note: The interest rate covers the peried commencing May 1, 2006 through July 31, 2006. Thereatler,
the interest rate shall be calculated based on the three-month yen TIBOR +0.50%. Interest on
variable interest rate Joans has been fived at 2.19875% until April 30, 2011, through interest-rale swap

transactions.

(@) Seties 7-D

Lender : Development Bank of Japan

Amount Borrowed : ¥5 000 mullion

Interest Rate : 2.73123% fixed rate of interest

Repayment Due Dt : April 30,2016

Collateral : Unsecured, unguarantecd
(Reference)

On May 1, 2006, the Investment Corporation acquired trust beneficiary interests n 26 properties for a total
acquisition cost of ¥58,033 million utilizing proceeds from the issuc of new investment units, debt financing and
cash on hand. Furthenmore, the Investment Corporation sold 2 residential properties (total acquisition cost of’
¥1,708 million} on May 10, 2006 following a review of its mvestment portfolio.

Property Name Toshin 24 Building {Office Bulding) Propaty Name Ebisu East 438 Building (Office Building)

Locatton (Address) | 2-20-3 Minamisaiwai, Nishi-ku, [ocation {Address) | 4-3-8 Ebisu, Shibuya-ku, Tokyo
Yokohama, Kanagawa

Number of Floors B1/8F Numberof Floors | B1/7F

Total Floor Area 8.483.17 ni Total Floor Area 4,394.58 1l

Completion Date September 1984 Completion Date January 1992

Acquisition Price ¥5,300.000,000 Acquisition Price ¥1.640,000,000

Property Name KX Omori Building Property Name KDX Hamamatsucho Building
{Office Building) (Office Building) (Note 2)

Location (Address) 1-6-8 Omonri-Kita, Chta-ku, Tokyo [Location (Address) | 2-7-19 Hamamatsucho, Minato-ku, Tokyo




Number of Floors B1/9F Number of Floors | 9F

Total Floor Area 733477 of Total Floor Area 359238 mf

Completion Date October 1990 Completion Date September 1999

Acquisition Price ¥3,500,000,000 Acquisition Pnce ¥3,460,000,000

Property Name Dai-ichi Kayabacho Building Property Narme NTB + M Building (Ctlice Building)
(Office Building)

Location {(Address) | 3-4-2 Kayabacho Nihonbashi, Chucba, Location {(Address) | 2-2-9 Shinbashi, Minato-ku, Tokyo
Tokyo

Number of Floors 8F (Note 1) Number of Floors | Bl/8F (Note 1)

Total Floor Arca 3.804.86 nT (Note 1) Total Floor Area 3.960.22 i (Note 1)

Completion Date October 1987 Complction Date February 1992

Acquisition Price ¥2,780,000,000 Acqguisition Price ¥2 690,000,000

Property Name KDX Shin-Yokcharna Building Property Name KDX Yotsuya Building
{Office Building) (Office Building)

Location (Address) | 2-3-8 Shinyokohama, Kouhoku-a, Location {Address} | 1-22-5 Yotsuya, Shinjuku-ku, Tokyo
Yokohama, Kanagawa (Note 13

Number of Floors Bl/9F Numberof Floars | B2/4F

Total Floor Area 618051 m Total Floor Area 332968 i

Completion Date September 1990 Completion Date October 1989

Acquisition Price ¥2.520,000.000 Acquisition Price | ¥1.950,000,000

Property Name KDX Minami Semba Dai-1 Building Property Name KDX Minami Semba Dai-2 Building
(Otllice Building) (Note 3) (Office Building) (Note 4)

Location (Address) | 2-1-10 Minami Semba, Chuo-ku, Location (Addressy | 2-11-26 Minami Semba,
Osaka-shi, Osaka Chuo-ku,Osaka-shi, Osaka

Number of Floors B1/9F Numberof Floors | Bl /SF

Total Floor Area 4,236.59 m Total Floor Area 331593 m

Completion Date March 1993 Completion Date September 1993

Acquisitton Price ¥1,610,000,000 Acquisition Price | ¥1,560,000,000

Property Name Residence Charmante Tsukishima Property Name Regalo Ochanomia 1&1]
{Residential Property) (Residential Property)

Location (Address) 3-26-8 Tsukishima. Chuo-ku, Tokyo Location (Address) | (02-3-19 Hongo. Bunkyo-ku, Tokyo (D),

@)2-3-18 Hongo, Bunkyo-ku, Tokyo (II)

Number of Floors

B1/ 10F (Note 1)

Number of Floors

TBL/WFI) ONF(ID

Total Floor Area 1811539 mi (Note 1) Total oor Area 4.843.27 ni(Total of 1 & 11}

Completion Date January 2004 Completion Date (Dlanuary 2006 @February 2006

Acquisition Price ¥5.353,000,000 Acquisition Price ¥3,600,000,000

Property Name Regalo Shiba-Kouen Property Name Chiasaki Socic Ni-bankan
(Residential Property) (Residential P'roperty)

32



Location (Address) | 3-3-16 Shiba, Minato-ku, Tokyo Location {Address) | 2-1-38 Chigasaki, Chigasaki-shi,
Kanagawa
Number of Floors 13F Number of Floors | 8F
Total Floor Area 278698 of Total Floor Area 3,82L74 nf
Completion Dake February 2005 Completion Date January 1991
Acquisition Price ¥2,260,000,000 Acquisition Price | ¥1,160,000,000
Property Name Court Nishi-Shmjuku Property Name Regalo Komazawa-Kouen
(Residential Property) {Residential Property)
Location (Address) | 7-18-15 Nishi-shinjuku, Shinjuku-ku, Location {(Address) | 5-21-6 Komazawa, Setagaya-ku, Tokyo
Tokyo
Number of Floors 8F Number of Floors | 8F
Total Floor Area 1,66933 nf Total Floor Area 1,262.00 i
Completion Date October 2005 Completion Date February 2006
Acquisition Price ¥1.130,000,000 Acquisition Price ¥912.000,000
Property Name Court Shin-Okachimachi Property Name Primo Regalo Kagurazaka
(Residential Property) (Residential Property)
Locatton (Address) | 1-10-6 Moteasakusa, Taito-ku, Tokyo Location (Address) | 8-10 Taukiji=ho, Shinjuku-ku, Tokyo
Number of Floors 1IF Numberof Floors  { 8F
Tot! 1loor Arca 1,494.55 f Total Floor Area 1,007.54 m
Completion Date Ociober 2005 Completion Date January 2006
Acquisifion Pricc | ¥878,000,000 Acquisiion Price | ¥762.000,000
Property Name Primo Regalo Youga Property Name Court Shmouma
(Residential Property) (Residential Property)
Location (Address) | 5-34-21 Seta, Setagaya-ku, Tokyvo Location (Address) | 1-21-8 Shimouma, Setagayasu, Tokyo
Number of Floors 8F Number of Floors | 6F
Total Floor Area 1.213.20 of Total Floor Area 880.18 i
Completion Date December 2005 Completion Date October 2005
Acquisition Price ¥730,000.000 Acquisition Price ¥638,000,000
Property Name Ashiya Royal Homes Property Name Regalo [baraki 1 & 1T
(Residential Property) (Residential Property)
Location (Address) | 20-10 Ohara—cho, Aistuya-stu, Hyogo Location {Address) | (09— 11 Takebashi, Ibaraki-shi, Osaka (1)
(Z9— 11 Takebashi. [baraki-shi, Osaka (Ii}
Number of Floors 5F NumberofFloars | D4F @B1/7F
Total Floor Arca 501567 of Total Floor Area 6.44592 mi (Total of T & 11)
Completion Date June 1991 Completion Date | (DMay 1991  @March 1993
Acquisition Price ¥2.330.000.000 Acquisition Price ¥1,600,000,000

Property Name

Colleetion Higashi-Sakura
(Residential Property)

Property Name

Renaissance 21 Hirao Jousui-machi

(Residential Property)
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Location (Addressy | 1-5-10 Higashi-Sakwura, Higashi-ka, Location {AAddress) | 55 Hirao Jousui-machi, Chuo-ba,
Nagoya, Aichi Fukuoka-shi, Fukuoka
Number of Floors 14F Number of Floars | 5F
Total Floor Area 293165 m Total Floor Area 264336 mi
Completion Date March 2006 Completion Date | October 2005
Acquisition Price ¥1,264,000.000 Acquisition Price ¥900.000,000
Property Name Montore Nishikouen Bay Court Property Name ZARA Tenyin Nishi-dori
{Residential Property) (Retail Property)
[ocation (Address) | 3-5-7 Minato, Chuo-ku, Fukudka-shi, Location (Address) | 1-12-64 Daimyo. Chuoku, Fukuoka-shi,
Fukuoka Fukuoka
Number of Floors 10F Numberof FHoors | 4F
Total Floor Area 277249 of Tota! Floor Area 1,44502 i
Completion Date February 2006 Campletion Date November 2005
Acquisition Price ¥826,000,000 Acquisiion Price | ¥3,680,000,000
Notes:

1. Details relatmg to number of floors and total Acor area for the compartmentatized ownership building apply to the entire

building,

2. ‘The cumrent name (as of June 12 2006) of the property is the “Shuwa Daini Hamamatsucho Building™. Plans are in place to
change the name of the property to the "KIDX Hamamatsucho Building™ on January 1, 2007.
3. 'The current name (as of June 12, 2006) of the property is the “Semba Monblanc Building.”” Plans are in place to change the

name of the property to the “KIDX Minami Semba Dai-1 Building™ on Oclober 1, 2006.

4. The cuent name (as of June 12, 2006) of the property is the *Nashiki Building.” Plans are in place to change the name of’
the property to the “KDX Minami Semba Dai-2 Building” on October 1, 2006.

The Investment Corporation sold the 2 residential properties (Stona Todoroki and Clair Court Rokakouen) on May

10, 2006.
Property Name Storia Todoroki (Residential Property) Property Name Clair Court Rokakouen
(Residential Property)
Location (Address) | 5-30-16 Todorok, Setagaya-du, Tokyo Location (Address) | 1-7-17 Kitabarasuyama, Setagayaku,
Tokyo
Number of Floors Bt/3F Number of Floors | 3F
Total Floor Arca 143735 m Total Floor Area 1,72748 md
Completion Date December 2002 Completion Date August 1998
Acquisition Price ¥877.000,000 Acquisition Price ¥831,000,000
Sales Price ¥1,015,000,000 Sales Price ¥985.000,000
1. Total Capitalization
First Fiscal Penod Second Fiscal Petiod
As ot October 31, 2005 As of Apnl 30, 2006
Total number of authorized investment units 2.000,000 units 2,000,000 units
Total number of investment tmits issued and outstanding 79370 nits 79370 units
Total capitalization ¥4, 285,002,500 Y44,285,002,500
Numbers of unitheldurs 7135 5070
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2.The main investors of the [nvestment Corporation as of April 30, 2006 are as follows.

Number of
Name Address [nvestment Ratio (o)
Units owned
Goldman Sachs International 6-10-1, Roppong, Minato-ku, Tokyo 8,559 10.78
Japan Trustee Services Bank, Lid. 1-8-11, Harumi, Chuoda, Tokyo 5160 6.50
{trust account}
NikkoCiti Trust and Banking Co. 2-3-14, Higashi-Shinagawa, Shinagawa-kn, Tokyo 4970 6.26
(investnent trust account)
The Master Trust Bank of Japan, Ltd. 2.11-3, Hamamatsucho, Minato-ku, Tokyo 4,580 577
{trust account)
Kenedix, Inc. 2-2.9, Shinbashi, Minato-ku, Tokyo 1970 5.00
Nanto Bank, Lid. 16, Hashimotocho, Nara-shi, Narm 1.963 247
AIU Insurance Company ORD-4 2-3-14, Higashi-Shinagawa, Shimagawa-ku, Tokyo 1.575 1.98
Lending
Trust & Custody Services Bank, Ltd. 1-8-12, Harumi, Chuo-ku, Tokyo 1.390 1.75
(securities mvestment trust account)
The Hiroshima Bank, Ltd. 1-3-8, Kamiyacho , Naka-kw, Hiroshitma 1.273 1.60
State Strect Bank and Trust Company 6-7, Kabutocho, Nihonbashi Chuo-ka, Tokyo 1,175 148
Total 34615 Bol

Note : Figures for ratio of imvestnent units owned have been rounded off to the second decimal place.

3.Executive Director and Supervisory Directors

Executive Director and Supervisory Directors of the Invesiment Corporation as of April 30, 2006 were as follows.

Tide Narne

Concurrent Office

Executive Director “Taisuke Miyajira

CEO and President of Kenedix REIT Managemert, Inc.

Supanvisory Directors | Kimio Kodama

Alttomey-atHaw, Hanzomon Sogo Law Office

Shiro Toba

CPA Office

Representative Director, Minori Accounting Co., Ltd.. Certified Public Accountant, Toba

1. ‘The Executive Dircctor holds 20 units in the Investment Corporation personally as of Apnl 30, 2006.
2. Inaddition to details provided in the table above, Supenvisory Directors may hold directorships in other companies. Al companics inwhich

Supenvisory Directors hold a concument position do not constitute interestod parties in relation to the Imvestiment Comporation.

3. Tasuke Mivajima has obtained approval from the Commissioner of the Finance Services Agency to hold concurrent positions with us and the Asset

Management Cotnpany pursuant to Article 13 of the Investment Trust Law, as of Apnl 18, 2005,
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4. Assct Management Company, Asset Custodiun and General Operations Agents

(As of April 30, 2006)

Role Name
Assel Management Company Kenedix REIT Management, Inc.
Asset Custodian Mizuho Trust & Banking Co., Ltd.

Operating Agent (Transfer Agent)

The Chuo Mitsui Trust & Banking Co., Lud.

Operating Agent (Administrative Agent)

Mizuho Trust & Banking Co., Ltd,

Operating A\gent (Administrative Agent for Directors” Meeting) Kenedix REIT Management, Inc.
Portfolio Profile
1. Composition of Portfolio Assets
First Fiscal Peniod Second Fiscal Period
" . (As of October 31, 2005) (As of Apnil 30, 2006)
Tyvpe of Specified . N - -
Asset Type Area Tota) Amount Percentage of Total Amount Percentage of
Asse .
Held Total Portfolio Held Tota] Portfolio
(Millions of Yen) (%) (Millions of Yen) (")
N o Tokyo Metropolitan
Office Buildings - - 2338 25
Area
Real Estate
Retail Pr . "Tokyo Metropolitan 55 ol
c operbes Arca - - .
‘Total lor Real 1istate - - 2,393 26
Tokyo Metropolitan
Area
Office Buildings 31,237 40.4 39679 43.1
Other Regional
Areas 7.207 93 7.126 7.7
Total for Office Buildings 35444 49.7 46,806 508
Trust Beneliciary Tokyo Metropolitan
Interest in Real | Resdential Arca 18,832 244 18.707 03
Estate Properties Other Regional
Areas 899 1.2 2.826 31
Total for Residential Properties 19732 255 21.534 234
. . Tokyo Metropolitan
Retail Properties
Area 12734 16.5 12,700 13.8
Total for Retail Properties 12734 16.5 12700 13.8
Total of Trust Beneficiary Interests in Real Estate 70911 91.7 81.040 83.0
Bank Deposits and Other Assets 6,413 83 8,618 94
Total Asscts 77,325 100.0 92053 100.0

Note: “Total Amount Held” is the amount allocated in e balance sheets at the end of the period (figures are on a net book value basis afiar deducting

depredation)
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2. Major Asset Holdings
The top 10 properties on a book value basis held by the Investiment Corporation as of April 30, 2006 were as follows:

. Percent of
Book Total )
, Total Leascd | Occupanc [.casing
Propert Value Leasable . . .
Property Name N Floor Area y Ratio Operation Tvpe of Property
y No. (Millions Floor Area .
(m?) %o) Revenues
of Yen) (m?%)
o)

C-1 Jinnan-zaka Frame 10,111 467087 4.670.87 100.0 116 | Retail Property
A-1 | Nihonbashi 313 Building 6.267 5901.12 5901.12 1000 83 | Office Building
A-13 | Belles Modes Building 5,960 3,81635 307257 80.5 4.1 | Office Building
A-12 | Portus Center Building 5646 1152047 11,520.47 100.0 11.1 | Office Building
A-2 | Sogo Hirakawacho Building 5228 444006 4,440.06 100.0 6.5 | Office Buildmg
A-3 | Higashi-Kayabacho Yuraku Office Buildmg

Building 4,502 4413.17 4413.17 100.0 58
A4 | Noir Hatchobori 3,687 332504 332504 100.0 45 | Office Building
B-1 Storia Sirokane 3.221 3617.32 334428 925 36 | Residential Property
C-2 Yoyogi M Building 264 1,189.30 1,035.60 87.1 21 | Retail Property
A5 | K&Y Building Office Building

{Southem Plaza) 2.538 439137 4,336.56 988 36

Total 49809 4728507 46,059.74 974 61.2 —

3. Investment Portfolio
Real cstate including trust beneficiary interests in real estate held by the Investment Corporation as of Apnl 30, 2006 was as

follows,
. aisal Ve ot
Lecation Type of Specified Lemie |
%—! Area the End of Poned Bock Vahe
QC; Arca Pr:u-ty Propaty Name MNael}
o
3 (Millias of Yan) (hillxws of
Ya)
AL} 334 Kogirrachi, Chiyoci-bag Tost baeficiay
Belles Modcs Bukirg Ropmmctn Chyedrl ) Tnstber 381635 6010 590
Tokyo Itaest i real estate
Al 3135 Nihanbasts, Clandk, Tt beneficiay
Nihonbhe 313 Buildayg . 590112 G000 6,267
Tokyo imtexest b1 real estate
Al 1-3-12 Hnnlanvacho, Tastbaxficiay
Sogo Hirdawado Braldag . i ) 444006 5230 A
Chivodvlar Tokvo mtawes! o real estate
A3 Higashi-Knyahado Yk 1-17-25 Shindaraa, Chuokag, Tastba
ey _ Ty 441317 470 a5
= Buikrg Tokyo ittencst it real estate
%‘ A ) 1-17-25 Shinkawa, Chuodal, Tnstbeeficay
Noo Hedwlon 3384 3690 687
g Tokyo irterest i real estate
: - A5 FA&Y Bukd 3304 Howwho, Nakanoday, Tost baeficay
g ® , 439137 2590 25w
{Southen Plazn) Tokyo irtarest i 1eal estate
A6 3-38-12 Savdhgaya, Shibayaday Tnst barbaxy
Hugjub FF. Buikbg ¥ _ o 30836 2500 a0
Tolyo intezesd w) real estate
Al 2178 Niboniboshn Hanacdo, Tt leneficiay
KDX Hucho Buldmg, 30m5 2380 2303
Chuodar, Tokyo itarest in real estate
A 5-13-3 Mmcani Aoyma, Tast baeficay
FIK MozmuAcywma 18361 2590 2314
Acy Mimato-kan Tokyo interest in real estate &3 > =
Al 7-11-5 Hondn, Funabashisha,
KDX Fuanlosly Buddyg il Real estate 28154 2270 2338
ila
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AS 3-58 Kaxla-Kagidha, Tnst beaeficiay
Kad Kihara Puidng 191555 195 1544
Chiyodska Tokyo miawst vh 1eal estate
A9 1-1-12 Shinjuku, Shinpkudan, Trust bawficiny
NNK Buildeyg, w i . Y 210618 1,700 1,637
Tokye itivest in real estate
A-to Kashiawa Yostuda 1-21-14 Kaishilamwa, Trust beneficiay
. 155418 762 n2
Buldng Bukyoku Tokyo inferest i read estate
A2 4451  PFhagmadho,  Sabod, Tiust beneficiary
Patis Certer Buking 1152047 5,500 5616
E Osika mierest u1 real estate
. Adll HaloataFlamae Das-2 263 Hakata- Eid | Trstba
g ) gt  Tntbeneficcry 16163 1400 1480
Bukhyg Hukatadou Fulaadia, Fukacka infesest in yeal estate
Total of 15 Office Builldaps 5856011 40500 9144
B 4-7-8 Shar i Maatod Tnstbenefici
Siceia Sirckae cparedi " eiciay 161732 3300 3m
Tokyo miorest in 1eql estate
B2 348 M d Trust beneficary
Tre ch Casa Minami Aoyama e Aoy, i i 1.68079 2510 2500
Motk Tokyo infaest in real estate
B3 . 41925 Shimo-Ochial, Toust betweficimy
Coxt Mebo . 204679 1,170 1,250
Sogdarky Takovo inkerest i real estale
B4 2-1-19 Motoaziu, Maatoka, Toust heneficiay
Apnutments Motnzabu ) ‘ 135074 1290 124
Tokyo ptaest in real estate
BS Yt is 94 Yechomachi. Shigukarkan Tnst baefioaxy
A 1L,607.43 1200 1219
Whknnatsu-Kawadh Tokyvo trerest in teal estate
B6 | 381 Nihembashi Hakegakidho, Trust baeficiary
Coant Nihvobashs-Hakozala . 1,537.38 1,156 1,174
Chuoku Tokyve uiterest in yeal estate
= BT 4014 Denenchofia Hondha, Tnstbaeficay
%- Suke Danenchiofin ) 23544 Lo 1165
g Otk Takyo interest 111 real estate
B3 ) 3.5.9 Banchicho, Nakaay, Tnst beneficiary
Scourt Yokolana-Karea T . . 160028 968 o2
- Yokohana Kaogma miaest in real cstate
B4 48-10 Motoasabasa. Tatobar, Trust baeficiary
Coant Motoasakasa . 131491 892 917
Tokyo interest ) real estate
B-10 5-30-16 Todarckd, Setagayatas, Tnst baxficiay
: Sina Tododa . . 143186 851 o
Takyo nterest in real estate
Bl 5-30-7 Jipumnae, Shinzya-ha, Tt beneficiar
Bloom Cmotesando . ¥ 70530 98 [re]
Tokyo irterest i real estate
B-12 1.7:17 Krta- Koy, Trust beneficiry
Clai Count Rokakou ’ 162106 2 1
Setgaya-ku, Tokyo itderest in real estate
813 . . . Tt hepeficiay
Hunm Hemm Oboclomach 2289 Tasto, Tatoku, Tokyo 132979 B56 51
terest in real estate
B-14 . 5-33-7 Shinbashi, Mento-ku, Trust baneficiany
Count Shinbsasln 960 758 65
Tayo tersst in real estate
B-15 2-11-INhorhedy-}akagaracho, Trust baefica
Count Satargeu ’ Y 53303 666 S
Chuorku, Tdeyo mierest in real estate
(0241 Asuletstenoromy,
Asubetsua Sppao-shi,
Heddendo
@025 Atsubetsumoarnd, )
. . Tiust berweficiny
B-18 V'a1s Hibarigacka Asubasirk, Sqypao-shi, i X 1282661 1,730 1541
rE nderest in rea) estate
g_' Hekdaido
g (0261 Asubetsuanien:,
AsbatsiHa Syppao-shi,
Hokdaido
B-16 1-523] Hara, Tarymbarku, Tt bawficary
Aly et Hara 14333 483 &0
Nopova, Ascu imterest 1 real estate
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B-17 . 41601 Hirabari Teagwlarhie Tiust baehiciay
Abreast Hirabexi o 1.701 68 7 29
Nigoya. Aidn miaw! an real estate
Total of 18 wsidasial propaties 004837 21058 2Ly
gl— ot Tirmenzoka Frame |-1&.: o Shlayzta ) st }“Eﬁmy 467087 11,000 10111
E ; Tokyo miaest i real estate
g i g c 1385 Yoy cgi, Sutayada, Reak s /Tt
. Yoyogi M Buldny baelicay oterestm 118930 2500 264
: Tokyo 1eal estate
Total of 2 Retl Propaties 586017 13,50 12,755
Total 101868 65 84160 83434
Leasing details for cach property within the Investment Corporation’s investiment portfolio for the second fiscal penod are as
follows.
Fast Fiscal Period (Miay & 06 to October 31, 2005)
g — Nooffemtsa | OcapacyRatoad | ToalofRetalRevenes | Ratioal e Total
a, Aren Property Namie the Bndof Paied | the Bid of Paod®4) durog the Penedd Restal Revennies (%)
T Mo (Note ) (Millicrs of Yer)
A3 Belkes Moks Buiklng 80.5 118 4.1
Al Nihorbashi 313 Buking 1000 238 83
Al Sogo Hirakawacho Buking 21 100.0 186 6.5
A Higanli-Kayabado Yiraha 6 1000 167 58
= Buakdog
%. A Nair Fatchobart 6 100.0 128 4.5
E AS K& Y Buildog (Southen Plaz) 24 98.8 103 36
§ § A% Hazjiiu FF, Buildng 3 100.0 115 40
E x AdS | KDX Hamado Buking 5 873 2 08
) AT FIK Mmani Acyama 5 100.0 83 29
A-l4 KDX Funbeshi Buldog 17 919 33 1.2
AS Kowxa Kubora Bualdog 9 100.0 [ 24
AS NNK Buldig 100.0 71 25
Al0 Kashbawa Yeshuch Buldrg 5 100.0 36 1.3
E g 5 a2 | Potis Cota Buldrg 35 100.0 318 11.1
AL Flobsater Elismoe Dai-2 Busldng 38 96.7 80 28
Totl of 15 Office Radldings 189 973 1,772 61.7
B1 Swovia Srckone 42 925 103 16
B2 T ch Corsa b firewni Acvaa 20 100.0 74 26
B3 Cionnt Mo 16 85.1 44 16
B4 Apwtnents Motoazalu 21 971 39 14
B5 Apwtnenss Walanats r-kemada 31 978 39 14
Z Bs | CoutNinbumii Hakooda 53 943 41 1.5
= B7 Side Dewhofi 29 944 37 13
g- 'g BE Scoamt Yokeohama-Rara 1T 70 1000 36 13
- E By | CoutMtoasilasa 37 823 3l 11
F g Bt | Sorin Tockwokd 29 100.0 28 10
-g- B-ll Bloown Omotesdo 5 85.2 26 09
B-12 Clor Coant Rokakona 29 100.0 30 1.1
B-13 Human Hemy Claclonachs 1000 29 1.0
B Conat Shivhashi 3 95.2 26 09
B-15 Cout Sugengu 35 949 22 038
5 g % B8 Ve Hibaipadka 56 82.7 49 1.7
B-16 Abvert Hara 37 100.0 22 0.8
B17 Al st Hiraben 29 975 20 0.7
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Total of | 8 Resictial Propaties 551 911 705 246
E o ol Juyzarzda Frane 1i 100.0 331 11.6
g E : %- | Voyo M Bukhg 9 87.1 61 2.1
' Totel of 2 Retl Propestics 20 974 393 137
Total 760 949 2,871 100.0

Noles:

1. Appraisal values at the end of petiod are based on appraisal methods outlined in the Investment Comporation’s Articles of Incorporation and
standards formulated by the Investment Trusts Association, Japan. Appraisal values are adopted from reports prepared by the Japan Real
Estate Institute, Tanizawa Sogo Appraisal Co,, Ltd,, Dajwa Real Estate Appraisal Co., Ltd. and real estate appraisers of Nippon
Toch+Takmono Linited.

2. 'The number of'tenants refers to the number of end-tenants for cach property. Subtotal and total figures have been adjusted for duplication in
the case of multiple buildings in a single property.

4. Contract Amounts and Market Values of Specific Transactions
The following summarizes the notional amounts and the estimated fair value of the interested-related positions outstanding
at April 30, 2006

Notional Amount P
o . Fair Valuc
Classification Type (Milions of Yen) (Millions of Yen)
(Note 1) More than One (Note 2)
Year (Note 1)
Non-market transactions Interest-rate swap :

Fixed rate payable and 36, 300 36, 300 397

{loating rate receivable
Totl 36, 300 36, 300 397

Notes:

1. Contract amounts for interesi-ratc swap agrecments are based upon assumed principal.
2. Values are calculated based upon actual market interest rates by parties with whom contracts are reached.

5. Other Assets

"The Investment Corporation mainly invests in trust beneficiary mterests in real estate as detaled previously in 3. Investment
Portfolio.” As of April 30, 2006, the Investment Corporation has not invested in specified assets other than those identifted in
the table.

Capital Expenditure

1. Planned capital expenditures

Major capital expenditure plans for renovation of properties in which the Investment Corporation holds a trust beneficiary

interest for the third fiscal period (May 1, 2006 to October 30, 2006) arc as follows. Planned capital expenditure includes
rtions classified into expenses for accounting purposes.

Planned Amount of Capital Expenditure

(Millions of Yen)
Property Name Total
Purpose Schedule Paid in the
(Location) Amound
Total Fiscal Pericl
Previowsly
Under Review
Paid
KDX Hamacho Building Conversion of leasable arcas, renewal work
May 2006 to
{Chuo-ku, Tokyo) for mterjor facilities of co-ovwned areas, 9 - -
Octobar 2006
other
Chigasaki Socie Ni-barikan [ argescale renovation, other As above 34 - -
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(Chagasaki, Kanagawa)
Verms Hibanigaoka Renewal work for interphone system,

As above 45 - -
{Sapporo, Hokkaido) building exterior works, other
[as-ichi Kayabacho Building Upgrade of external fagade and air

As above H - -
{Chuo-bu. Tokyo) conditioning syster, oflkr
KDX Shin-Yokohama Building Reparis and maintenance of exterior fagade,

As above 43 - -
(Yokohama, Kanagawa) other

2. Capital Expenditures During the Fiscal Period Under Review

The Investment Corporation undertook the following major capital expenditures as follows, In the fiscal petiod under review,
the Investment Corporation completed work across its entire portfolio totaling ¥565 million. This total comprised of ¥510
million in capital expenditures and ¥55 million for repairs, maintenance and renovation expenses.

Property Name Amount of Capital Expenditures
ey Parpose Schedule ! A e
{Location) (Millions of Yen)
Nihonbashi 313 Building installation of individual air November 2005 to 71
(Chuo-ku Tokyo) conditioning system, other April 2006
Yoy"ogl M Building Screen installation, renovaton of As above -
{Shibuya-ku, Tokyo) enfrance area, other
(Fukuoka, Fukuoka) work, renovation of enfrance area,
other
Othars 117
Portfolio Total 510

3. Long-Term Repairs, Maintenance and Renovation Plans
The Investment Corporation formulates long-tenm repairs, maintenance and renovation plans on an individual investiment
property basis and allocates a portion of its cash flows generated during the period to a reserve for repairs, maintenance and
renovation to meet large-scale renovation over the medium- to long-terms. The following amount has been transferred to the
rescrve [rom period cash tlows

{Unit : Millions of Yen)

Fiscal period First fiscal period Second Fiscal Period
Reserve for the end of the previous period — 92
Reserve for the fiscal pariod under review 92 130
Reversal of reserve for the fiscal penod undiar review — 57
Resave bring to the next period 92 165

Expenses and Liabilities
1. Details for Expenses
(Unit ; Thousands of Yen)

Item First Fiscal Period Socond Fiscal Period

(a) Asset management jees 56,239 150,113
(b) Cusiodian fees 1,272 10,232
(c) Administrative service tees 11,109 27544
(d) Directors” salanes 5352 5,400
(e) Audil fees - 4,000
(£ Olher operating expenses 13,318 64,963

Total 87.291 262,253
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Note : In additien to the asset imanagement fees indicated in the above tablc, a total of ¥179,030,000 for the first fiscal period and ¥46,636,000 for the second fiscal
petiod, representing property acquisition management lees, was included in dx: book values of individual real estate assets.

Lid

2. Debt Financing
Debt financing on a fnancial institution basis as of Apnl 30, 2006 was as follows.
e Balance at Balnce at
Classification theEndof | theEnd of
Drawdeswn Previows curment Interest Rale Repayment Payment '
Dote Period Period (Note 1) Date Method Usage Renarks
Lender (Milionsof | (Millions
Yem) of Yen)
Aozora Bank, Ltd 2,000 2,000
‘The Bank of Tokyo-M Gsubishi 1,000 1000
UL L August 1, 0397 | July31,2006
Resona Bank, Ltd. 2005 500 50¢) ’ !
o
§ Mitsubisld UFJ Trust and
. . 00 500
é-q Barking Corporation 3
mchlﬂ Mitsig Trust and 3,000 3,000 Fullcln
§ | Banking Co. Lt iy Unseured!
. . Note 2)
Sumnitomo M fitsui Banking Scptember 1 000 1000 o347 | September 20, Unguraneed
Corporation 21,2005 ’ ’ 2006
Aczora Bank, Lad 1,000 1,000
Resona Bank, Lul. 1,000 1.000
h ishi UF. 3
\ﬁmh UF) Tr}sl and November 1, _ L000 0347 October 31,
Banking Comoration 2005 2006
Sumitomo Mitsui Banking March 1, _ 500 0361 February 28,
Corporation 2006 " 2007
Sub Total 10,000 11,500
Misubishi  UFY  Trust  and Full on Unsecumed/
Banking Corporation 2,700 2700 mauity (Note 2) Unguranteed
The Nonnchukin Bank 2,500 2,500
The Chiba Bank, Ltd. 1.200 1,200
Surmitomo Mitswi Banking
Augst | 1,000 1,000
. > B Rk 3
"The Chuo A fitsui Trust and L000
E Banking Co, Ll o
wi | The Bank of Tokyo-Mfitsubishi
g UFJ, Lid. 800 200
E Resona Bark, Lid. 300 300
Surnitomo Mitsui Banking
¢ ion 3,750 3,750
“The Chuo Mitsui Tnst and
Banking Co. Lid A‘f;; L 3750 3750 128750 | Fuv 31,2010
Mitsubishik  UFJ Twust and
Banking Corporation 1,500 1,500
Resona Bank, 1.4d. 500 500
Surmitomo A fitsid Banking November 1, Octobxr 31,
. - 0.76
Corporation 2005 1,500 815 2007
‘The Nornchukin Bank November 1, - 3,000 L0 Oxlober 31,
Resona Bank, Ltd 2003 - 500 ' 2008
AozoraBank Ltd. Decennber 8, — 1,500 L0975 December 7,
Resona Bank, 1td 2005 — 300 : 2008
The Chiba Bank. Lid. — 800
Aozora Bank, 1id. March 1, - 500 February 28,
144875 "
Mitsu Swnitomo Insurance Co, 2006 - 700 2009
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The Bank of Tokyo-hisubishi March 16, _
UFJ,Lud. 2006 2,500 1.47625 | March 16, 2009 \ | |
Sub Total 19,000 30,500
Total 29,000 42,000
Notes :

1. The average interest rate is the weighted-average interest rale for the fiscal period. The Investiment Corporation entered into inferest-rate swap transactions

with the aim of minimizing the risk of future increase in interest rates. The effact of inferest-rate swap transactions has been incorporated into calculations
for the weighted-anvarage intarest rate.
2. Furuds procured through debi financing were used to acquine trust beneficiary interests in real estate.

3. Investment Corporation Bonds
The Investment Corporation had not issued mvestment corporation bonds as of April 30, 2006.

Purchase and Sales during the Fiscal Period Under Review
1.  Status of Real Estate and Securities Backed by Real Estate Purchase and Sales

Purchase Sales
Date of Acquisition Date of Sales Price Book Value Capital Gain
T Area No. ty N Acquisition Price (Millions Sales (Millions of (Malons of (Lf)m)
g of Yen) Yen) Yen) (Millions of
Yen)
A-13 o Novamber 1,
g Tokyo Belles Modes Building 2005 5950 ) )
8 .
& Metrapalitan Al | KDX Funabashi Building March 1, 2006 2252 i ) ) .
E: Arca
g‘ A-15 | KDX Hamacho Buikding Magch 16, 2006 2,300 - R . -
Total of Office Buildings 10,502 - - - -
= Other Regional . December 8,
g B-18 | Venus iEharigaoka 1.800
g Areas 2005 - - - -
2 E Total of Residential Propertics 1,800 i - : -
Total 12302 . . - -

Note: Acquesition prices are the sales amounts recorded in trust baneficiary mterest agreements exclusive of associated costs such as brokerage fees and taes.

2. Status of Other Assets Acquisition and Transfer

Assets other than the aforementioned real estate and securities backed by real estate mainly comprised bank deposits and trust
fund bank deposits.

3. Specified Asset Value Survey
{D Real Estate and Other Specificd Assels

Acquisitions

Tvpe of Specificd Assct Acquisition Acypisition Speaificd Asset
Type Area No. Property Name Date Price Survey Value
(Millions of (M fillions of
Yen) Yen)

Oflice Tokyo Trust benificizry Novetnber 1,
e > A3 | Belles Modes Building st hemlictany 5950 5510

Buildings Metropolitan interest in real estate 2005

Area A-14 [ KIDX Funabashi Building Real Estate March 1, 2006 2.252 2,260




Area . “Trust benificiary March 16,
A-15 | KDX Hamacho Building . . 2300 2,330
irtterest in rea| estate 2006
Total of Office Building 10,502 10,500
Other .
L i : Trust benificiary Decetnber 8,
Residential Regional B-18 | Ve Hibarigacka ) ) 1,800 1.800
) interest in real estate 2005
Propertics Arcas
Total of Residential Propertics 1.800 1,800
Total 12,302 12,300
Notes:
1. The specified asset value survey was prepared by Fmet & Young Shinkahon at the time of asset acquisition based on Audit Committes Report

No. 23, “Investigation of Values of Specified Assets Held by Investment Trusts and Investment Corparations,” issued by the Japanese Institic of
Certified Public Accountants. In addition to the survey value above, the Imvestment Corporation has received a survey report containing items
necessary in the identification of real estate inchading location, Jot number and other infonmation.

b2 Acquisition prices are the sales amounts recorded in trust beneficiary interest agreements exclisive of associated costs such as brokerage fess

and taxes.

@0Other
‘The Investment Corporation has commissioned Emst & Young ShinNihon to conduct price surveys for tansactions

prescribed under Article 34.4 of the Investment Trust Law, outside those listed iy the table “Specified Asset Value
Survey.”

The relevant transactions between during the period commencing May 6, 2005 through October 31, 2005 comprise
four interest-rate swap transactions. The Investment Corporation has received a survey report from Emst & Young
ShinNihon m connection with these transactions.

"The commissioned survey addressed all aspects of the relevant interest-rate swap transactions including the name of
each counterparty, curency, contracted rate of interest, term and other items

4. Details of Related-Party Transactions

(1) Details
Purchase and Sale Amounts
Amount of Purchase Amount of Sale
{Millions of Yen} (Millions of Yen)
12,302 -
. Amount of Purchase fiom " Amount of Sale to Related
fol Related -Partics Parties
5950 -
Details of related-party transactions
Y K. KDX] 5,950 -
(2}Fees
Total fees ¥129.159 thousands

| Fees Concerning Related-party Transaction ¥129,159 thousands { 100.0%6)
Details of fees and other payments o related parties
[Kenedix Advisors Co., Lid.]

Ieasing management foes ¥104,453 thousands (80.9%%)
Alanagement transfar lees ¥8.400 thousands (6.5%)
Construction supervision fees ¥16,305 thousands (12.6%)
Sub total ¥129,159 thousands (100.0%)
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‘_ Total ¥129,159 thousands (100.0) |

Note: Related parties are defined under Implementation Ordinance No. 20 of the Investinent Trust Law and include companics with whem the Investment
Corporation has concluded asset management agreements. Related-party transaction details and commissions paid to Kenedix Advisors and YR KDX1
during the fiscal period under review are listed in the above table.

5. Condition of Transactions with the Consigned Asset Management Company for Additional Services
The Asset Management Company does not provide additional services relaterd to seeurities, purchase and sale of lots or
buildings, or specified joint real estate business, and accordingly there are no such transactions.

Accounting

1. Asscts, Liabilities, Unitholders’ Equity, Profit and Loss, and Income and Retamed Eamings

Please refer to 111 Balance Sheets and 'V Statements of Income for details relating to assets, liabiittes, unitholders’
equity, profil and loss, and income and retained earnings.

2. Change in the Method for Calculating Depreciation
Not applicable.

3. Change in the Method for Asset Valuation
Not applicable

Other

1. Notification

Details of major agrecments executed and amended during the fiscal period under review and confinmed by the
Investment Corporation’s Board of Directors are provided as follows :

Approval Date Agreement Details
Approval of New Investment Unit The Investment Corporation appointed NOMURA SECURITIES
Purchase Agrectmnents in connection CO,, LTD. (Note 1)and 6 other companics as underwriters for the
with New Investment Unil offering of additional new investment units. The decision to issue
Underwnting Agreement additional new nvestment units was approved at the Board of
. Directors” meeting on April 19, 2006.
April 19, 2006 - - ) .
Approval of Intemational Purchase ‘The Investment Corporation appointed UBS Investment Bank
Agreement m come;ﬁll-‘m with New (Note 2) and 2 other companies as underwriters for the offering of
.. t Unit U Y
Investment Uinit Undervriting additional new investment wnits. The decision to issue additional
Agreement ) .
new investment units was approved at the Board of Directors’
meeting on Apnil 19, 2006.
Notes

1. UBS Securities Japan Ltd, Daiwa Securities SMIBC Co. Ltd,, Nikko Citigroup Limited, Mizuhe Securities Co., Ltd.,
Mitsubishi Uk} Securities Co., Lid., Mito Secuntics Co., Lid.
2. NOMURA INTERNATTONAL PLC, Deutsche Bank

2. Others
Unless otherwise stated, figures are rounded down and ratios are rounded off’




I11. Balance Sheets

Second Fiscal Period

(As of April 30, 2006)

First Fiscal Period {Reference)
(As of October 31, 2005)

(Thousands in Yen} (%) (Thousands in Yen) (%)
ASSETS
1. Current assets
Cash and bank deposits 4.897.035 692,405
Entrusted deposits 2,940,056 4,483,344
Rental receivables 47,703 94,432
Prepaid expenses 23,925 30,881
Consumption tax rcfundable 138,322 910,190
Other current assets 66,244 3,855
Total current assets 8.119,288 83 692,405 8.0
1. Fixed assets
1. Property and equipment, at cost
Buildings 997,103 -
Less-accumulated depreciation 4,187 992,915 - -
Struclures 55,740 -
Less-accumulated depreciation 418 55,321 - -
[and 1,345,661 -
Buildings held in trust 29,778,113 25,336,498
Less-accumulated depreciation 824,099 28,954,013 240,043 25,096,454
Structurcs held in trust 149,808 146,613
Less-accumulated depreciation 17,846 131.961 5,725 140,887
Machinery and cquipment held in 442,540 3737122
trust
[Less-accumulated depreciation 32,402 410,137 0,545 364,177
Tools, fumiture and fixtures held in 600,118 592,487
trust
Less-accumulated depreciation 39398 560,719 12,845 579,642
Land held in trust 50,984,005 44,730,357
Net property and cquipment 83,434,736 90.6 70911519 [ 91.7
2. Investiment and other assets
Leasehold and security deposits 17,4838 10,000
Long-term prepaid expenses 43,020 34,498
Derivative assels 397,786 108,540
Total investment and other assets 458,295 .5 153,039 0.2
Total fixed agscts 83,893.031 91.1 71,064,559 [ 91.9
M Deferred
Organization costs 40,717 _ 45,807
Total delerred assets 40,717 0.1 45,807 ol
Total assels 92,053,037 100.0 77,325,476 | 100.0
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Second Fiseal Period

(As of April 30, 2006)

First Fiscal Period (Reference)
(As of Octaber 31, 2005}

(Thousands in Yen} (90) (Thousands in Yen) (%)

LIABILITIES
I. Current liabtlities

Trade payables 106,410 192993

Short-term debt 11,500,000 10,000,000

Other payables 82,546 67,406

Accrued expenses 15,557 659

Accrued income 1axes 1.01% 854

Rents received in advance 529,394 380,224

Deposits received 4,462 71,142

Total current liabilities 12.239.887 13.3 10,713,301 13.8
iI. Long-term liabilities

Long-term debt 30,500,000 19,600,000

Leasehold and security deposits 131,646 -

received

Leascheld and security deposils 3.396,700 2976,380

received held in trust o

Unrealized gain on derivatives 397,786 108,540

Total long-term liabilities 34,426,133 374 22,084,921 286

Total liabilities 46,666,021 50.7 32,798,222 42.4
UNITHOLDERS' EQUITY **
I. UNITHOLDERS' CAPITAL

Unitholders” capital wl 44,285,002 48.1 44,285,002 573
[1. Retained earnings )

Retained camings at the end of 1,102,013 242,251

period I _

Total retained earnings 1,102,013 1.2 242,251 0.3

Total unitholders’ cquity 43,387,015 49.3 44,527,253 57.6
Total liabilities and unitholders’ 92,053,037 100.0 77,325,476 100.0
equity
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1V, Statements of Income and Retained Earnings

Second Fiscal Period
{November 1, 2005 to
April 30, 2006)

First Fiscal Period (Refercnce)
(May 6. 2005 to
October 31, 2005)

{Thousands in Yen) (%) {Thousands in Yen) (%)
Ordinary income and retained camings
1. Operating income and retaincd earnings
1.Operating revenues
Rental revenues ** 2,574,667 1,067,649
Other rental revenues *! 297,122 2,871,789 100.0 128,378 1,196,027 1060.0
2.0Operating expenses
Property-related expenscs *! 1,265,551 518,874
Asset managemend fees 150,113 56,239
Directors” salaries 5.400 5352
Custodian fees 10,232 1,272
Administrative service tees 27,544 11,109
Audit tees 4,000 -
Other operating expenses 64,963 1.527.803 53.2 13,318 606,166 50.7
Operating income 1,343,983 46.8 589,860 493
[1. Non-operating income and retained
earnings
1. Non-operating revenues
Interest income 11 17
Other Non-operating revenues 5,187 5.198 0.2 - 17 0.0
2 Non-operating expenses
Interest expense 164.606 57,741
Financing related expense 11,743 85,495
New unit issuance costs 55,118 66,675
Initial public offering related costs - 124,977
Amortization of organizalion cosis 5.089 5,089
Other non-operating expenses 9,610 246,168 8.6 6.806 346,786 29.0
Ordinary income 1,103,014 384 243,091 203
Income before income taxes 1.103.014 384 243,091 203
Current income taxes 1.017 857
Deferred income taxes A2 1.014 0.0 A7 840 0.1
Nel Income 1,101,999 384 242,251 20.2
Retained carnings at the beginning of 14 -
period
Retained carnings at the end of period 1.102.013 242,251
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[ImportantAccounting Standards]

Second Fiscal Period
(November 1, 2005 to April 30, 2006)

First Fiscal Period (Reference)
(May 6, 2005 1o October 31, 2005)

1. Depreciation of fived assets

(1) Property and equipment (includes trust assets)
The straight-line methed is applied.

Useful lives of the assets ranging are as follows:
Buildings: 2 to 46 years

Structures: 2 to 13 years

Machinery and equipment: 3 to 15 years

Tools, tumiture and fixtures: 3 fo 15 years

(1) Property and equipment (includes trust assets)
The straight-line method 1s applied.

Usetul lives of the assets ranging are as follows:
Buildings: 2 to 46 years

Structures: 2 to 13 years

Machinery and equipment: 3 to 15 years

Tools, fumiture and fixtures: 3 to 15 years

5 years.

{2) New umitissuance costs
New unit issuance costs are expensed as incurred.

(2) Long-term prepaid expenses (2) Long-tam prepaid expenses
The straight-line method is applied. Same applies as left.
2. Accounting policies for deferred | (1) Organization costs (1) Organization cosis
assets Organization costs are amortized over a period of | Same applies as lefi,

{2) New unit issuance costs

New unit issuance costs are expensed as incurred.

The spread method, in which the scourities
the unit at the

underwritien price and offer them to investors at

underwriters  underwrite

the issue price was used for the primary offerng
of new mvestment units conducted on July 20,
2005.

Under the spread method, the differenee betwoeen
the issue price and the underwrtten price
represents the underwriting conimission received
by the securities underwriters, eliminating the
need for the to pay

COMMIssions.

issuer underwriting

In cormection with the primary offering of new
investment units conducted on July 20, 2003, the
total aggregate diflference between the issue price
and the underwrniften price was ¥1,631,250,000.
This expense would have been aceoumted as new
unil issuance costs if the conventional method had
been used in which the underwniters ofter new
nits to the public at the underwritien price.

Theretore, the spread method decreased new unit
isstance costs by ¥1,631,250,000 and increased
incomte before income taxes by the same amount
compared to the conventional method.
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3. Aceounting standards for

revenucs and CXPEnses

Accounting method for property tax
Property-related taxes mcluding property taxes,
city planning taxes and depreciable property tanes
are imposed on propatics on a calendar year
basis. These taxes are generally charged to rental
expenses during the period and on a pro rata basis
between the purchaser and the seller in the event
of purchase and sale.

In comection with the acquisition of real estate
including frust beneficiary interests in real estate
during the first fiscal period, the Investment
Corporation included its pro rata property portion
for the year in each property acquisition price and
not as rental expense. The amount of property
taxes included in acquisition prices for the first
fiscal period amounted to ¥3 1,992,000,

Accounting method for property tax
Same applies as lefi.

In connection with the acquisibon of real estate
including trust beneficiary interests in real estate
during the first fiscal period, the Investment
Corperation incleded its pro rata property portion
for the year in each property acquisition price and
not as rental expense. The amount of property
taxes included i acquisition prices for the first
fiscal period amounted 1o ¥121,1900,000.

4. Accounting for hedges

(1) Hedge accounting method
‘The deferred hedge method is applied.

(2) Hedging instruments and risks hedged
Hedge instruments

The Investment Corporation enters  into
interestrate swap transactions.

Risks hedged

The [nvestment Corporation enters  into
mterest-rate swap transactions to reduce the
exposure to tisk from fluctuations in interest

rates.

(3) Hedging policy

‘The Investment Corporation enters nto
denvative  transactions based on its risk
management policics with the objective of
hedging nsks in accordance with its Articles of
Incorporation.

(4) Mcthod of evaluating the cffectiveness of
hodging

During the period from the commencement of
hedging to the point at which effectiveness is
assessed. the Investnient Corporation compares
the cumulative total of market changes in the
targeted  objects of hedging or cash flow
changes with the cumulative total of market
changes in the hedging mstuments or cash
flow changes. The Investment Corporation then
makes a decision based on the changes and

other factors of the two.

(1) Hedge accounting method
Same applies as left.

(2) Hedging instruments and risks hedged
Same applics as left.

(3) Hedging policy
Same applies as left.

(4) Method of evaluating the effectiveness of
hedging
Same applies as left.
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5. Other significant accounting
policics utilized in the
preparation of financial
statements

{1) Accounting method for trust beneficiary
interests in real estate and other asscts

The assets and liabihities as well as revenues
and expenses of fnancial assets held in the
form of trust beneficiary interests in real estate
and other assets arc recorded in full in the
Investment Corporation’s balance sheets and

statements of income.

Important line items ncluded in accounting for
financial assets in the Investment Corporation’s

balance shect are as follows:

1. Cash and cash equivalents

2. Buildings, structures, machinery and
equiprment, tools, furmfure md fivtures
and land

3. Leaschold mnd secunity deposits received

(2) Accounting method for consumption tax

Consumption taxes are separately recorded.
Non-deductible consumption taxes applicable
1o the acquisition of assets arc inchided in the

cost of acquisition for cach asset.

(1) Accounting method for trust beneficiary
interests in real estate and other assets
Same applics as left.

(2) Accounting standard for the impairment of
fined assets

Effective from the first fiscal period, the
Investment Corporation has adopted new
accounting standards for the impainment of
fined asscls presented in " Accounting Standards
for Impaiment of Fixed Assets™ ("Commants
on the Accounting Standard for Impainment of
Fixed Assets” by the Business Accounting
Council in Japan issued on August 9, 2002) and
the “Guidance for Accountmg Standard for
Impatrment of Fixed Assets”™ (Accounting
Standard Board of Japan, Financial Accounting
Stmdards Implementation Guidance No. 6
issued on October 31, 2003),

There was no impact on profit and loss as a

result of adoption.

(3) Accounting method for consumption X
Same applics as left.
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[(Notes to Financial Statements)

(Notes to the Balance Sheets)
Second Fiscal Peried First Fiscal Period (Reference)
(As of April 30, 2006) (As of October 31, 2005)
*] . Total number of authonzed investment units 2,000,000 units | *1. Total numnber of authorized investment units 2,000,000 units
Total number af investment unts issued and . Total nurnber of investment units issued and .
outstanding 79,370 units outstmding 79,370 units
2. Unitholders” Equity per unit ¥571,840 2. Unitholders” Equity per unit ¥561,008
*3. Minimum unitholders’ equity pursuant 1o Article ¥50,000 3. Minimum umitholders” equity pursuant to Article ¥50,000
67-6 of the Law Conceming Investment Trusts 67-6 of the Law Concerning Investment Trusts
and Investment Corporations Law thousands and Investment Corporations Law thousands
(Notes to the Statements of Income and Retained Earnings)
Second Fiscal Period First Fiscal Period {Reference)
{November 1, 2005 to April 30, 2006} {May 6, 2005 to October 31, 2005)
*1. Breakdown of real estate rental business profit and loss *1. Breakdown of real estate rental business profit and loss
(Thousands of Yen) {Thousands of Yen}
A. Rental and other operating revenues A. Rental and other operating revenues
Rental revenues Rental revenues
Leasing income 2220814 | Leasing income 930,805
Common charges 353,853 | Common charges 136,843
Total 2,574.667 | Totl 1,067,649
Others Others
Parking space rental revenues 86,129 | Parking space rental revenues 30,728
Utility charge reimbursements 152,652 | Utility charge reimbursements 76,388
Miscellaneous 58,340 | Miscellancous 21261
Subtotal 297,122 | Subtotal 128,378
Total rental and operaling revenues 2,871,789 | Total rental and operating revenues 1,196,027
B. Rental and other operating expenses B. Rental and other operating expenses
Rental expenses Rental expenses
Property management fees 322,415 | Property management fees 124,552
Utilities 146,889 | Ultilities 68,783
Taxes 9,327 | Taxes -
Repairs and maintenance costs 55,117 | Repairs and maintenance costs 21,806
Ihsurance 8,621 | Insurance 2602
Trust fees 21,337 | Trust fees 9321
Others 51,649 | Others 23,645
Depreciation 630,193 | Depreciation 268,160
Total property-related expenses 1,265,551 | "lotal property-related expenses 518,874
C. Rental business profit (A— B) 1,606,237 | C. Rental business profit (A~ B) 677,152
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(Tax-Effect Accounting)

Second Fiscal Period
(November 1, 2005 to April 30, 2006)

First Fiscal Period (Reference)
(May 6, 2005 to October 31, 2003)

1. Principal deferred tax assets and liabilities were as follows
(Thousands of Yen)

Deferred tax assets
Enterprise tax payable not included in expenses 20
Totat deferred 1ax assets 20

1 Principal deferred tax assets and liabilities were as follows
{Thousands of Yen)

Deferred tax assets
Enterprise tax payable not mcluded in expenses 17
Total defarred tax assets 17

2. Significant difference between statutory income tax rate and the

2. Significant difference between statwtory meome tax rate and the

cffective tax rate effective tax rate

%0 (°%)
Normal effective statutory tax rate 39.39 | Nomnal effective statutory {ax rate 3939
{Adjustments) (Adjustments)
Deductible cash distributions 43935 | Deductible cash distributions A39.25
Others 0.05 | Others 02
Actual effective tax rate 0.09 | Actual effective tax rate 034

(Important Subsequent Events)
Second Fiscal Perniod

(November 1, 2005 to April 30, 2006)
Important subsequent events after the closing of the fiscal period ended on April 30, 2006 are as follows.

1. Issuance of New Investment Units

On April 3, 2006 and April 19, 2006, the Board of Directors of the Investment Corporation resolved to issue
new mvestment units as detailed below. The payments were completed on May 1, 2006 (through public
offering) and May 26, 2006 (through third-party allocation),respectively. As a result of the issuance of
additional investment units, the Investment Corporation had total unitholders’ capital of ¥88,729.652 470

with 157,000 units outstanding as of May 26, 2006.

(1) Tssuance of New Investment Units through Public Offering

Total number of newly issued wnts :

73,660units

{Iapanese primary offering 50,3 70units, Intemational offering 23,290units)

Offer price per unit :

Total amount of offering :

Issue price per unit :

Net proceeds :

Payment date

Delivery date of investment unit certificates :
Starting date of the computation of cash distribution :

¥593,096 per unit
¥43,687451 360
¥572.519 per unit
¥42.171,749,540
May 1, 2006
May 2, 2006
May 1,2006

(2) Issuance of New [nvestment Units through Third-party Allotment

Total number of newly issued units :

Issue price per unt

Net proceeds :

Payment date :

Delivery date of investiment unit certificates :
Starting date of the computation of cash distribution :

3,970 per unit
¥572.519
¥2 272 900,430
May 26,2006
May 26,2006
May 1, 2006
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2 Debt Financing

On May 1, 2006, the Investment Corporation obtained debt financing as follows.

(1) Series 7-A
Lenders :

Amount Borrowed :
Interest Rate :
Repayment Due Date :
Collateral :

Sumitorno Mitsui Banking Corporation
The Bank of Tokyo-Mitsubishi UFJ, Ltd.
¥2.,000 mullion

0.36909% floating rate of interest (Note)
Apri) 30,2007

Unsecured, unguaranteed

Note: The interest rate covers the period commencing May 1, 2006 through July 31, 2006. Thercafter, the
interest rate shall be calculated based on the three-month yen TIBOR +H3.23%.

(2)Senies 7-B
Lenders :

Amount Borrowed :
Interest Rate :
Repayment Due Date :
Collateral :

‘The Chuo Mitsui Trust and Banking Co., Limited,
Aozora Bank, Ltd.
The Bank of Tokyo-Mitsubishi UFJ , Ltd.
Mitsubishi UFF Trust and Banking Corporation
Resona Bank, L.
¥6,500 million
0.53909% {loating rate of interest (Note)
April 30, 2009
Unsecured, unguaranteed

Note: The interest rate covers the period commencing May 1, 2006 through July 31, 2006.
Thereafter, the interest rate shall be calculated based on the three-month ven TIBOR
+0.40%. Interest on vanable interest rate loans has been fixed at 1.62875% until April 30, 2009,

through interest-rate swap transactions.

(3) Series 7-C
Lenders :

Amount Borrowed :
Interest Rate :

Repayment Due Date :
Collaterat :

Aozora Bank, Lid.

Mitsui Sumitomo Insurance Co., Ltd.
¥2.500 mullion
0.63909% floating ratc of inferest (Note)
2.19875% fixed rate of interest

Aprl 30,2011

Unsecured, unguaranteed

Note: The interest rate covers the period commencing May 1, 2006 through July 31, 2006.
Thereafter, the mterest rate shall be calculated baged on the three-month yen TIBOR
+0.50%. Interest on vaniable interest rate loans has been fixed at 2.19875% until Apnl 30, 2011,

through interest-rate swap transactions.

(4) Series 7-D
Lender :
Amount Borrowed :
Interest Rate ;
Repayment Due Date :
Collateral :

Development Bank of Japan
¥5 000 million
273125% fixed rate of interest
April 30, 2016
Unsecured, unguarantecd
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Y. Basis for Calculating Cash Distribution

{Unit : Yen)

Second Fiscal Period
(November 1. 2005 to Apnik 30, 2006}

First Fiscal Period (Reference)
(May 6. 2005 1o October 31, 2005)

distribution amount

the amount of distnbution in accordance
with Article 32-1 of its Articles of
Incorporation, which must exceed 9086 of
its distnibutable income as stipulated in
Article 67-15 of the Special Taxation
Measures Law. The Ilnvestment
Corporation has therefore decided to
distribute the maxtmum amount of retained
eamings at the paiod-end of period, namely
totaling ¥1.101,973.080 to 79,370 units
issued and outstanding. Procedures for the
distribution of amounts exceeding
distributable income are outlined in Article
32-2 of the Investment Corporation’s
Articles of Incorporation. In its first fiscal
period, the Investment Corporation has
decided not to distnibute cash in excess of
distributable income.

[. Retained camings at the end of 1102013492 242.251,377
period
[1. Total Distribution 1,101,973,080 242237240
(Distribution per Unit) (13.834) (3,052)
111. Retained Eamings bring to next 40,412 14,137
period
Method of calculating the The Investment Corporation determines ‘The Investment Corporation determines

the amount of distribution in accordance
with Article 32-1 of its Articles of
Incorporation, which must exceed 90%% of
its distributable income as stipulated in
Article 67-15 of the Special Taxation
Measures Law. The Investment
Corporation has therefore decided to
distribute the maximwm amount of retained
eamings at the penod-end of period, namely
totaling ¥242,237,240 to 79,370 units issued
and outstanding. Procedhres for the
distribution of amounts exceading
distributable income are outlined in Article
32-2 of the Investment Corporation’s
Articles of Incorporation. Ini its first fiscal
petiad. the Investment Corporation has
decided not to distnbute cash in exeess of
distibutable income.
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VII. Statements of Cash Flows (Reference)

First Fiscal Period

Second Fiscal Period (Reference)
(November 1, 2005 (May 6. 2005 1o
to Apnl 30, 2006) | ey 31, 2005)
(Thousands in Yen) (Thousands in Yen)
1. Cash flows from operating achivities
Income before income taxes 1, 103,014 243,091
Depreciation 650, 193 268, 160
Amotization of long-tam prepaid expenses 6, 641 2,181
[nterest income All FANR Y]
Interest expense 164, 606 57, T4l
Amotization of organization costs 5, 089 5,089
Changes in rental receivables 46, 728 N 99,432
Changes in consumption tax refundable 771, 867 A 910, 190
Changes in prepaid expenses 8, 956 2030, 881
Changes in trade pavables ARG, 583 192,993
Changes in other payables 12, 872 67, 406
Changes in rents received in advance 149, 650 380, 244
Changes in deposils received BB, 679 71,142
Cash payments of organization costs - £ 50, 896
Cash paymenis of long-lam prepaid expenscs A5, 163 A 36,680
Otha-net 62, 387 O3, 811
Subtotal 2,686, 794 161, 111
Interest income receivables 11 17
Cash payments of intaest expense Al49, 708 A 57,081
Cash payments of income taxes A8 -
Net cash povided by operating activities 2,536, 243 104, 047
2. Cash flows from investing activities
Purchases of property and equipment A2, 398, 504 -
Purchases of property and equipment held n trust A10, TT4, 906 275179, 680
Payments of leaschold and sceurity deposits held in trust AT, 188 A10, 000
Purchases of leaschold and security deposits received All1, 503 -
Payments of leasehold and security deposits received 143, 150 -
‘F:uui:nmls ofleaschold and security deposits received held in A208, 757 A 31,862
Proceeds from leasehold and socurity deposits held in tust 629, 077 3, 008, 243
Payments of restricted bank deposits AB2,013 /B84, 939
Proeeds from restricted bank deposits 181, 003 -
Net cash used in mvesting activitics A2, 529, 940 A 69, 098, 239
3. Cash tlows from financing activitics
Proceeds fiom short-term debt 1, 500, 000 10, 000, 000
Proceeds from long-tenm debt 11, 500, 000 19, 000, 000
Procceds from issuance ofunits — 44, 285, 002
Payments of dividends AZ39, 969 -
Net cash provided by linancing activities 12, 760, 030 73, 285, 002
4. Net change in cash and cash equivalents 2, 766, 333 4,290, 81¢
5. Cash and cash equivalents at the beginning of pericd 4,290, 810 -
6. Cash and cash equivalents at the end of period 7,057, 143 4,290, 810




(Important Accounting Standards) (Reference)

Second Fiscal Period
(November 1, 2005 1o Apnl 30, 2006)

First Fiscal Period (Reference)
(May 6, 2005 to Ociober 31, 2005)

‘The scope of cash and cash
equivalents on statements of cash

flows

For the purpose of cash flow statements, cash
and cash equivalents consist of cash on hand,
deposits received that can be withdrwn on
demand, and short-tenm investments with
original maturities of three months or less, that
are readily convertible to known amounts of
cash and present insignificant risk of'a change

in value

Same applies as lefl.

(Notes to the Statements of Cash Flow) (Reference)

Second Fiscal Period
(November 1, 2005 to April 30, 2006)

First Fiscal Period (Reference)
{May 6, 2005 to October 31, 2005)

(As of April 30, 2006)

*Reconciliation of balance sheet items to cash and cash equivalents at end
of period in the cash tlows statements.

(Thousands of Yen) | (As of October 31, 2003)

[* Reconciliation of balance sheet items to cash and cash equivalents at end of
period in the cash flows stataments.

(Thousands of Yen)

Cash and bank deposits 4,897,035 | Cash and bank deposits 692,405,000
Entrusted deposits 2946056 | Entrusted deposits 448334
Restricted bark deposits held in trust (Note) AT85.948 | Restricted bank deposits held in trust (Note) 884,939
Cash and cash equivalents 7.057,143 | Cash and cash equvalents 4,290,810

Note : Restricted bank deposits held in trust are retained for repaymient of tenant leasehold and security deposits held in trust,

VIII. Unitholder Information
Annual Schedule (Planmed)

April: Account Settlement

June: Eamings Announcement

July: Delivery of Asset Management Report, Payment of Cash Distnbutions Commenced

October: Account Settlement
December: Earmings Announcement

January: Delivery of Asset Management Report, Pavment of Cash Distnibutions Commenced
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Unitholders’ Information

Settlement of Accounts Annually on April 30 and October 31 annually

General Meeting of Unitholders More than once every two years

Date for Finalizing General Meeting Voting Rights Date to be disclosed by separate public notice

Date tor Determining Cash Distribution Payment Annually on April 30 and October 31 annually (Cash distnbutions paid within
three months of each date)

Unit Listing Tokyo Stock Exchange (Secunities Code: 8972)

Method of Public Notice Nihon Keizal Shimbun

Transfer Agent The Chuo Mitsui Trust & Banking Co., Litd.
3-33-1 Shiba, Mmato-ku, Tokyo

Transaction Office The Chuo Mitsui Trust & Banking Co., Ltd.
Transfer Agent Department

{Postal Address and Telephone Numiber)} 2-8-4 Laumu, Suginami-ku, Tokyo
(Free Dial) 0120-78-2031

Transfer Agent’s Locations Nationwide branches of the Chuo Mitsui Trust & Banking Co,, L.
Head Office and nationwide branches of Japan Securities Agents, Ltd.

Procedures for Notification of a Change of Address

Unitholders, who do not hold investiment certificates, are asked to utilize the storage transfer system and approach their securities
company of choice in connection with a change m address, name and or personal seal. Unitholders, who do hold mvestment
certificates, are asked to contact the Transfer Agent Department of the Chue Mitsui Trust & Banking Co., 1Ltd.

Cash Distributions

Unitholders can receive cash distributions by presenting the “Notification of Payment by Postal Transfer” at their local post office. In
the event the period for receipt of cash distributions has expired, please identify the method of receipt on the reverse of the
“Naotification of Payment by Postal Transfer” and mail to the Transfer Agent Department of the Chuo Mitsui Trust & Banking Co.,
Ltd., or approach go to the its Head Office Branch of the Chuo Mitsui Trust & Banking Co., Ltd. for receipt of payment. In addition,
this departiment can also be contacted for in regards to those seeking direct transfer of future cash distributions to their a bank account
for [uture cash distributions,. please contact the Transter Agent Departinent of the Chuo Mitsui Trust & Banking Co., Ltd.

Information Provided on the Investment Corporation’s Web site

The Investment Corporation will make cvery effort to disclose relevant and accurate information on its Web site m a timely fashion. In
addition to an overview of the Investiment Corporation, its mvestment strategies and portfolio, the Web site contains press releases,
financial information, information relating to cash distnbutions and a vanety of disclosure materials. The Investment Corporation 15
committed to enhancing the content of its Web site and to ensure ensuring timely delivery of transparent informatiorn.

URL: http:/Avaw kdvereit. com/eng/

This notice is the English translation of the Japanese “Kenedix Realty Investment Corporation Report for the Second Fiscal Period™.
However, no assurance or warranties are given for the completeness or accuracy of this English translation.
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[Translation Purpose Onhy]

FINANCIAL REPORT FOR THE FISCAL PERIOD ENDED AFRIL 30, 2006

(November 1, 2005 to April 30, 2006)

June 12,2006

Kenedix Realty Investiment Corporation is histed on the Tokyo Stock Exchange wath the securities code number 8972,

(URL  hitp/Awww kdx-reit.com)
Caontact:  Kenedix REIT Management. Inc.
Masahiko Tajima, General Manager, Financial Planning Division
TEL +81-3-5288-7629
Board of Directors imecting for approving financial results:  June 12, 2006
“The first distribution pavment is schoduled for July 14, 2006

1. PERFORMANCE FOR THE FISCAL PERIOD ENDED OCTOBER 31, 2005 AND APRIL 30, 2006

(1) Business Results (Millions of Yen)
Oporatng Revenues Opcrating Income Ordinary Income Net Income
Second Fiscal Period
¥2871 140.1%% ¥1.343 127.8% ¥1,103 35370 ¥1.101 35495
First Fiscal Period . .
¥L1.196 —%% ¥589 —%% ¥243 —% ¥242 —%
Retum on N
) . <Reference> Ordinary Income to <Relerence> Income to
Net Income per Unit Unitholders’ . . .
) (Annualized) Total Assets {Anmualized) Operating
Equity(ROE)
Revenues
Second Fiscal
. ¥13, 884 2.5% 4.9% L. 3% 2.6% 38. 4%
Period
First Fiscal
. ¥5, 302 0. 6% 2% 0.3% 1. 3% 20.3%
Period
Notes:

I.  Netincomc par unitis cajculated using the average mumnber of irnestment units for the first fiscal period: 45,683 units.
Net income per wnit is caleulated using the average mumber of imvestment unjts for the second fiscal petiod: 79,370 units.
2. Changes in accounting policies: None
3. Porcentage change figees are shoswn for operating revenes, operating incosme, ondinary income and net income
4 Anmwalized pereentage figures = Pacentage figures for the relevant fiscal period / Number of actual irvestment manageroent days for the relevant fiscal paiod ~ 365 days.
Anmualized percentagy: figures for the fisst fiscal period are cdlalated wing 92 days as the mamber of actual investment manageiment days.
5. Return on unitholders' equaty and ondnary income to fotal assets is calkculated wsing the average of the respective hatances of unitholders” equity and toal assets as of the
beginning and end of the fiscal peniod. The actual investmant managament commencement date of August 1, 2005 1s used in the aforementioned caleulations.

(2) Dstribution {The payout ratio is rounded down 1o the nearest first decimal place )
Distributions per o S A .
. . . Distributions in Total Distributions Distribution Ratio
Unit (Yen) Total Distnbution . . . .. .
) N . Exoess of Eamings n Excess of Payout Ratio to Unitholdars
Excluding Excess | (Millions of Yen) o e L
. per Unit (Yen) Earnings Equity
of Earnings
Second Fiscal
i ¥13, 884 ¥1, 101 - - 9. 9% 2.4%
Period
First Fiscal
X ¥3, 052 ¥242 - - @, P 0.5%
Penod

Note: The payout rmtio is rounded down i the pearest first decimal place.
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(3)Financial Position
Total Assets Unitholders’ Equity Unitholders® Equity to Total | Unitholders” Equity per Share
(Millions of Yen) (Millions of Yen) Assets of Common Stock ( Yen)
Second Fiscal Y92, 053 ¥45, 387 49. 3% ¥571, 840
Period
First Fiscal ¥77,325 Y44, 527 57, 6% ¥561, 008
Period
Note: The manber of investmen urts outstanding as of April 30, 2006 totaled 79,370 units.
2. FORECAST OF RESULTS FOR THE THIRD FISCAL PERIOD
(May 1, 2006 to October 31, 2006)
Opérating Revenuces Ordinaty Income: Net Income Drstribution pox Distrbution
- S = ; Unit(Yen)Excluding Exwess of Earings
(Mitlions of Yen) {Millions of Yen) (Millions of Yen) ] ]
Exxcess of Eamings pex Unit (Yen)
Third Fiscal
Period ¥5, 027 ¥2. 076 ¥Z,075 Y13, 200 —

Reference: Estimated net incame par unit for the second fiscal paiod: ¥13,200
Note: Forecasts presenied in this document are hased on * Assumptions. for Forecasts for the Third Fiscal Period (from M Ly 1. 2006 to October 31, 2006) and the Fourth Fiscal
Peiod (fram November 1, 2006 to April 30, 2007) indentified in a separate reforence. Farecasts fox net income and distribution per vt may: differ from actual results doe
to changes in operating candstions and a variety of factors. Accordingty, Kenedix Realty Investment Corporation does not gumrantee any distribution amount.




Basic Structure — Overview of Companies Related to the Investment Corporation
(Please refer to page 62 for details)

1. Management Policy and Operating Conditions
(1) Management Policy

(Please refer o page 65 for details)

(2) Operating Conditions

(1) Operating Conditions for the Fiscal Period under Review

A The Investment Corporation
"The Investment Corporation was established on May 6, 2005 in accordance with the Investment Trust and Investment Corporation Law
("‘the Investment Trust Law™”). On July 21, 2005, the Investment Corporation was listed on the Real Estate Investrnent Trust Market of
the Tokyo Stock Exchange. (Securities Code: 8972). Thereafier, the Investment Corporation first reported its operating results for period
endng on October 31, 2003. As of April 30, 2006, the end of the second fiscal period, the number of investment mnits issued and
outstanding totaled 79,370 units.
The Investment Corporation appointed Kenedix REIT Management, Inc. as its asset management company. In concert with the Asset
Management Company, the Investment Corporation strives to maximize cash distribution to mvestors by secuning stable eamings and
sustamable mvestment growth. To this end, the Investment Corporation adopts a dynamic and tlexible nvestment stance that accurately
reflects its environment and market trends, and endeavors to ensure a timely regponse to each and every opportumity. The Investment
Corporation endeavors to develop a diversified investment porttolio named “KENEDIX Selection,” adopting a three-point investment
ctiteria based on property type, arca and size.

B. Investment Environment and Management Performance

{a) Investment Environment

Duging the fiscal period under review, the Japanese cconomy made a steady shift from moderate to full-fledged recovery. Conditions
were buoved by an increase m capital expenditure on the back of an improvement in corporate eammgs, and robust employment
conditions contributing to an upswing in personal consumption.

On March 9, 2006, the Bank of Japan hified its quantitative monetary easing policy, which was first implemented in March 2001, At the
same time, the Central Bank announced that it would shift its focts from the bank’s cwrent account balance to unsecured call mterest
rates, [n announcing the policy shift, the Bank of Japan pledged to anchor the unsecured call rate near zero for a prudent period.
‘Thereafter adjustments would be made on a gradual basis m accordance with changes in the economy and consumer prices.

Tuming to real estate markets in Japan, official announcements as of January 1, 2006, indicated land prices in the major metropolitan
areas of Tokyo, Osaka, Kyoto and Nagoya had either held their value or made a steady increase. In Other Regional Areas, the decline in
residential and retail property prices narrowed. Furthermore, signs of a slight merease have anerged in cerlain major cities in regional
arcas.

{b) Management Performance

As of October 31, 2003, the Investment Corporation owned a porifolio of 31 properties with a total acquisition costs of ¥69,132 million.
Using the onginal network of the Asset Management Company, the Investment Corporation acquired 3 office buildings i the Tokyo
Mectropolitan Area and 1 residential property in the Other Regional Arcas during the second fiscal period with a total acquisition costs of
¥12,302 miltion. As a result, the number of propertics owned as of April 30, 2006 stood at 33, with a lotal acquisition costs of Y1434
million. Looking at the portfolic as a whole, 533.2% was comprised of otlice buildings, 25.5% of tesidential properties and 15.2% retail
properties on an acquisition price basis. In addition, the occupancy ratio as of the end of the second fiscal period was 94.9%, reflecting
stable mvestiment and asset management




<Extemal Growth Performance after [PO>

immediately following IPO First Fiscal Period Sccond Fiscal Period
(as of August 1, 2005) (as of October 31, 2005) (as of Apeil 30, 2006)
Total of ) Total of ) Total of .
Acquisition Price R:tm Acquisition Price Rﬂfm Acquisition Price Raf:lo
(Millions of Yen) C9 1 ations of Yen) 9 (Miltions of Yen) )
Office Building 32197 | 27 37767 546 48,269 592
S| Residentia 1898 | 310 18986 74 20786 255
€ | Retail Properties 9,900 162 12379 179 12379 152
Total 61083 | 1000 69,132 1000 81434 1000
Tokyo 58802 | 962 61,281 886 71783 881
Metropolitan
Other Regional 2281 17 7.851 113 9651 118
Arcas
Total 61083 | 1000 69132 1000 81,434 1600
Notes:

1. Total acquisition costs is the tota] of acquisition price for cach property classified by type and area.
2 Total acquisition costs is roviwded dovwn o the nearest million yen. Percentages are rounded dovwn to the nearest first decimal place.

Opcration and Management of Existing Properties

The Investment Corporation has appointed Kenedix Advisors Co., Lid. as its sole property management company for the entire
portfolio as of the end of the sccond fiscal period. In establishing a single pomnt of contact for all matters relating to property
management activities, the Investiment Corporation strives o secure consistent policies, specifications and procedures along with
ensuring swift and quality service, As of Apnl 30, 2006, the nvestment pertfolio mamtans a high occupancy ratio. The Investment
Corporation is satisfied with the quality of property management,

In addition to property muanagement services, the lnvestment Corporation has executed master lease agreements with Kenedix
Advisors covering all of its propatics held as of Aprl 30, 2006 (excluding Jinnan-zaka Frame and tenants without approval for
subleasing). In appointing & member of the Kenedix Group as lessee, the Investment Corporation is able to provide better
tenant-oriented leasing management through Kenedix Advisors. At the same time, this scheme allows the Investment Corporation to
more eflectively utilize tenant security and guarantee deposits.

The Investment Corporation leverages scale merits and the communication and negotiation skills of the Kenedix Group in an cflort to
reduce operating costs. For example, steps ane being taken to nepotiate with insurance brokers to improve fire msirance cover lerms
and conditions while reducing premiums paid. Labor saving measurcs in connection with operating schemes and mitiatives (o
standardize contracts have also contributed to minemizing real estate trust commissions. Furthenmore, the Investment Corporation is
umplementing gradual review of building management responsibilities and costs.

CS Strategy-Based Leasing Management

The Investrent Corporation recognizes cach tenant as a key customer and strives 1o enhance custormer satisfaction and raise the

competiiveness of its propatics as the means 1o maintam and increase camings. As a part of these eflorts, the Asset Management

Company implemented a survey in collaboration with J.1D. Power Asia Pacific Inc,, an internationally recognized company that

engages in customer satisfaction evaluation, covenng the Investinent Corporation’s office building portfolio as of Decernber 2005. Asa

part of this survey the administration officers of cach tenant and tenant employees were asked to respond to 40 questions covering each

building and its facilities as well as the nature and quality of operating and management services,

<Questions Covered by the Survey>

1. Building location and enwironment, external faguade, entrunce (design, aceess, lighting, other), lease space areas (air conditioning
svstem, lightimg, ventilation, OA compliant, other), common use arcas (clevators, toilets, kitchen facilities, smoking area, parking,
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other), management company service, status and standard of cleaning, security, fire prevention.
2. Remarks
On a scale of five, respondents were asked to rank each of the aforementioned questions. The survey provided invaluable information
pertaining to the strengths and weaknesses of each building. Under the remarks section, a number of respondents provided insighitful
observations. Based on survey results, the Investment Corporation will work to clanify and improve outstanding issues.
“Through this vital feedback channel, the Investment Corporation will also implement appropriate maintenance and renovation for each
property taking into consideration associated costs and benefits. Through these means, the Inviestiment Corporation is working
cfliciently to generate improvements in rent levels and asset values, increase earnings and promote sustained intenal growth.

B. Funds Procurement and Acquirmg Credit Ratings Accreditation

As of October 31, 2005, the balance of debt financing stood at ¥29.0 billion and comprised ¥19.0 billion of long-term debt and ¥10.0
hillion of shert-term debt. To support the acquisition of additional assets, the Investment Corporation undertook debt financing of ¥13.0
billion during the second fiscal period comprising ¥11.5 billion of long-term debt and ¥1.5 billion of short-term debt. As a result, the
halance of debt financing as of April 30, 2006 stood at ¥42.0 billion comprising ¥30.5 billion of long-term debt and ¥11.5 billion of
short-term debt. Of this amount, ¥28.3 billion of long-tern debt as of April 30, 2006 was procured on a floating rate basis. [n order 1o
mirimize the risk of future increase in interest rate, the Investment Corporation has enteyed into interest-rate swap agreemenits, eflectively
{ixing applicable miterest rates.

Since its public listing through to the end of the second fiscal period, the Investment Corporation has undertaken flexible debt funding on
both an unsecured and unguaranteed basis. This is the result of the high standing in which the Investment Corporation, its mvestment
policies, asset quality as well as the personne] and expertise of the Asset Management Company are held among financial instittions. In
addition, the Investment Corporation strives to diversify repayment dates for its debt financing i an effort to reduce refinancing risk. The
Investrnent Corporation also strives to extend average repayment pertod by placing added emphasis on long-tern debt.

Note: Shorterm debt is mpayable within 1 year. Eong-term debt is repavable over tems excoading 1 year. The same applies throughout this report.

As a part of efforts to diversify procurement methods, inchuding the issue of investment corporation bonds, and to extend the average
repayment period for its overall debt financing, the Investment Corporation acquired a credit rating of A3 (Outlook : Stable) from
Moody’s Investors Services, Inc. on February 28, 2006. The ability to acquire a credit rating so quickly after its imitial public listing is
attributed to the high standing in which the Investment Corporation, its investment policies, quality of individual assets, real estate
portfolio, the unsecured and unguaranteed nature of debt financing, quality of the Asset Management Company’s personnel and the
support of the Kentedix Group are held.

<Credit Rating>
Credit Rafing Apency Rating
] [ssuer rating: A3
Moody's Investors Services, Ine.
Outlock: Stable

. Operating Results and Cash Distriibution
As aresult of the aforementioned management performance, the Investmenit Corporation reported operating revenues of ¥2,.871 million
for its second fiscal period. Operating income was ¥1,343 million, ordinary income ¥1,103 million and net mcome ¥1,101 million,

In accordance with Article 67.15 of the Special Taxation Measures Law, the Investinent Corporation distributes the total amount of its
unappropriated retained eamings for each period. Cash distribution tor the first tiscal period was ¥13,884 per unit.

(2) Outlook

A. Investment Environment

Looking ahead, the Japanese economy is forecasted to continue its path toward full-fledged recovery on the back of domestic
private-sector demand. Favorable conditions are attributed o a robust corporate sector and the positive flow-on effects to the houschold
sector. Buoved by improvements in employment conditions resulting i an upswing in household disposable incomes, personal
consimption is expected to mcrease. Signs are strong for capital expenditure growth, bolstered by an mprovement in corporate
camings. Driven by the aferementioned gains in emplovment conditions and houschold disposable incomes, the construction of
residential properties is also expected to bottom out with signs of upward movement.
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Against this economic backdrop, positive signs are emerging in the domestic real estate market. Posted land prices for March 2006
confirmed land and property pnice appreciation in the three major cities of Tokyo, Osaka and Nagova. At the same time, land and
property prices for specific major cities in regional areas are also increasing. On a nationwide basis, land and property prices are
exhibiting mereased polarization. Appreciation is restricted to major economiic and financial centers of the Tokyo Metropolitan Area (in
particular the Central Tokyo), and specific regional areas that exhibit strong potential for population growth (for example, Sapporo in
Hokkaido and Fukuoka in Kyushu).

From the perspective of real estate purchase and sales, the acquisition of prime properties is expected to become increasingly
competitive. This is atnbuted to the contimed flow of domestic and overseas real estate funds in search of higher retums. With little
change anticipated in the foreseeable future, activities in the real estate market are expected to remain robust with positive conditions
prevailing throughout.

B. Future Management Policies and Pending Issues

(a) Existing Property Management Strategy

Rental revenues provide a major source of ncome for the Investment Corporation. Accordingly, every effort is made to maintain and

cnhance rent level and occupancy matios, key components in the Investment Corporation’s leasing activities. While taking into

consideration economic and real estate market trends, the Investment Corporation adopts a tenant-oriented approach to its kasmg

activities with the aumns of ensuring a timely and flexable response as well as optimal tenant satisfaction.

Based on the aforementioned, the Asset Management Company undertakes property management activities as follows.

» Implement customer satisfaction surveys i an effort to identify tenant noeds. Implement appropriate remedial and improvement
measures.

* Enhance tenant satisfaction and property competitive advantage through renovation of co-owned areas as well as upgrades and renewal

for the [acility.
« Promote new tenant leasing activities together with cxisting tenant renewal negotiations based on moverments in real estate leasing
markets and tenant needs in an effort to capitalize on “trends™ and “timing”.
« Strengthen leasing activities through efforts to improve ties with leasing ntermediary companies.
* Review property management contents and standards.
The Investment Corporation has appointed Kenedix Advisors Co., Ltd. as the Property Management Company for

its cntire portfolio.

(b) New Property Investment Strategy

Under the operating environment identified, the Investment Corporation will continue to position mid-sized office buildings located in
the Tokyo Metropolitan Area as the comerstone of its investment policy. Al the same time, the Investment Corporation will emphasize
residential properfies found i densely populated areas with a high number of households and retail properties in central urban
commercial districts. To facilitate the implementation of the aforementioned investment policy, the Investment Corporation will
leverage the “Multi-Pipeline” provided by the support line of the Kenedix Group, which is comprised of both Kenedix, Inc., Kenedix
Advisors Co., Ltd. and other related companies, in addition to the original network of the Asset Management Company.

Through this support-line, the Asset Management Company is positioned to secure real estate information related to properties, for
which the Kenedix Group acts as ntermediary, pension funds, private placement funds and development properties. Based on this
information and depending on its source, the Investment Corporation via the Asset Management Company is able to consider
acquisition either on a priority basis or at the same time as all other third parties. Against the backdrop of a competitive market, the role
of this support Ime: is increasmgly significant in the A sset Management Company ’s acquisition of quality propetties.

Another key role of the support-line is to facilitate property acquisition through (he warchousing fimction. Under the warchousing
function, members of the Kenedix Group may acquite or temporanily hold an mvestment property sourced from the original network of
the Assct Management Company on those occasions when the Investment Corporation is not itself in the immediate position to acquire
the property, or for timing reasons the property fails to completely comply with the Investment Corporation’s investment criteria In the
case of the warehousmg (unction, the Investment Corporation maintains “first priority” arrangements to acquire the property once initial
obstacles have been cleared.
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(c) Financial Strategy (Debt Financing)
The Investiment Corporation will continue to pursue debt financing on an unsecured and unguaranteed basis and as well as make
amangements (o ensure fived mterest rate debt in line with interest rate trends and other considerations.
In addition, the Investment Corporation will seek to diversify its debt repavment period to reduce refinancing risk, maintain long-tem
debt ratios at or above prudent levels and issue investment corporation bonds with the aim of extending the average repavment period
of its liabikities.

“The Investment Corporation will maintain the ratio of mterest-bearing debt to total assets at a prudent level and mplement leveraged
managanent in an effort to ensure stable financial managerent

{d) Information Disclosure

Consistent with its basic information disclosure policy, the Investment Corporation proactively engages in IR activities with the aim of
promptly providing a wide range of relevant infonnation to investors. In specific terms, the Investment Corporation provides
mformation through the Tmely Disclosure Network Systemy TDnet), which is a system operated by the Tokyo Stock Exchange, as well
as press releases and 1ts Web site (URL: http/Avaw kdereit.com).

(3)Important Subsequent Events

Important subscquent events afler the closing of the liscal period ended on April 30, 2006 are as follows.

1. Issuance of New Investment Units
On April 3,2006 and April 19, 2006, the Board of Directors of the Investment Corporation resolved to issue new investment units as
detailed below: The payments were completed on May 1, 2006 (through public offering) and May 26, 2006 (through third-party
allocation), respectively. As a result of the issuance of additional investment units, the Investment Corporation had total unitholders’
capital of ¥88,729.652 470 with 157,000 investment units outstanding as of May 26, 2006.

(1) Issuance of New Investment Units through Public Offering

Total number of newly issued units : 73,660nits
(Japanese primary offering 50,370units, International offering 23 290units)
Offer price per unit : ¥593096
Total amourt of offerings - ¥43,687451,360
Issue price per unit : ¥572,519
Net proceeds : ¥42,171,749,540
Payment date : May 1,2006
Delivery date of mvestment unit certificates : May 2, 2006
Starting date of the computation of cash distribution : May 1,2006
(2) Issuance of New Investment Units through Third-party Allotment
Total mumber of newly issued nits 3,970 per unit
Issue price per unit ¥572,519
Net proceeds : ¥2272,900430
Payment datc : May 26, 2006
Delivery date of New Investment Units through : May 26, 2006
Starting date of the computation of cash distribution : May 1,2006
2.Debt Financing
On May 1, 2006, the Investment Cerperation obtained debt finaneing as follows ;
(1} Series 7-A
Lenders - Surnitomo Mitsui Banking Corporation
The Bank of Tokyo-Mitsubishi UFJ, L.
Amount Bomowed : ¥2 000 mullion
Interest Rate 0.36909% floating rate of interest (Notg)
Repayvment Due Date : April 30,2007
Collateral : Unsecured, unguaranteed

Note: The intercst ralc covers the period commencing May 1, 2006 through July 31, 2006. Thereatter, the interest
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rate shall be calculated based on the three-month yen TIBOR +0.23%.

(2) Secries7-B
Lenders :

Amount Borrowed :
Interest Rate: :
Repayment Due Date :
Collateral :

The Chuo Mitsui Trust and Banking Co., Limited
Aozora Bank, Ltd.

The Bank of Tokyo-Mitsubishi UFT, Lid.
Mitsubishi UF] Trust and Banking Corporation
Resona Bank, Lid.

¥6,500 mllion

(.53909% floating rate of interest (Note)

April 30,2009

Unsecwred, unguaranteed

Note: The interest rate covers the pertod commencing May 1, 2006 through July 31, 2006. Thereafter, the interest
rate shall be calculated based on the three-month yen TIBOR +0.40%. Interest on variable interest rate loans has
been fixed at 1.62875% until April 30, 2009, through interest-rate swap transactions.

(3) Semes7-C
Lenders :

Amount Bormowed
Interest Rate :

Repayment Due Date :
Collateral :

Aozora Bank, Ltd.

Mitsui Sumitomo Insurance Co., Ltd.

¥2 500 million

0.63909% floating rate of initerest (Note)
2.19875% fixed tate of inferest

Apnl 30, 2011

Unsecured, unguaranteed

Note: The interest rate covers the period commencing May 1, 2006 through July 31, 2006. Thereafter, the interest rate
shall be calculated based on the three-month yen TIBOR +0.50%. Interest on varizble inferest rate loans has been
frved at 2.19875% until April 30,2011, through miterest-rate swap transactions.

(4) Series7-D
Lender :
Amount Bomowed :
Interest Rate :
Repayment Due Date :
Collateral :

(Reference)

Development Bank of Japan

¥5 000 million

273125% fixed rate of interest
April 30,2016

Unsecured, unguaranteed

On May 1, 2006, the Investment Corporation acquired trust beneficiary interests in 26 properties for a total acquisition cost of
¥58,033 million utilizing proceeds fom the issue of new imvestiment units, debt financing and cash on hand. Furthermore, the
Investment Corporation sold 2 residential properties {total acquisition cost of ¥1,708 mullion) on Mav 10, 2006 following a
review of its mvestinent portfolio.

(a) The Investment Corparation acquired a property on May 1, 2006. Details of the acquired property as of (he date of

acquisition are as follows.
Property Name Toshirt 24 Bulding {Office Building) J Property Name Ebisu East 438 Building (Office Building)
Location {Address) 2-20-5 Minamisaiwai, Nidhi-ku, [Location (Address) | 4-3-8 Ebisu, Shibuva-ku, Tokyo

Y okchama, Kanagawa

Number of Floors B1/8F Number of Floors B1/7F
Total Foor Arca 8,483.17 ni Total Floor Area 4394.58 i
Completion Date September 1984 Completion Date January 1992
Acquisition Price ¥5,300,000,000 Acquisition Price ¥4.640,000,000
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Propasty Name KDX Omon Building Property Name KDX Hamamatsucho Building
{Office Building) {Office Building) (Note 2)

Location {Address) 1-6-8 Omori-Kita, Ohtada, Tokyo Location (Addressy | 2-7-19 Hamamatsucho, Minato-kuw, Tokyo

Numbxr of Floors BL/9F Numberof Floors | 9F

Total Floor Area 733477 i Total Floor Area 3,592.38 nf

Completion Date October 1990 Completion Date September 1999

Acquisition Price ¥3,500,000,000 Acquisition Price ¥3,460,000,000

Property Name Dai-ichi Kayabacho Building Property Name NTB - M Building (Office Building)
(Office Buildng)

Location (Address) | 3-4-2 Kayabacho Nihonbashi, Chuodas, Location (Address) | 2-2-9 Shinbashi, Minato-ku, Tokyo
Tokyo

Number of Floors 8F (Note 1) Number of Floors Bl /8F (Note 1)

Total Floor Area 3.804.86 i (Note 1) Total Floor Area 396022 mi (Note I)

Completion Date Oclober 1987 Completion Date February 1992

Aoquisition Price ¥2 780,000,000 Acquisition Price ¥2,690,000.000

Proparty Name KDX Shin-Yokchama Building Property Name KDX Yotana Building
(Office Building) (Office Building)

Location (Address) | 2-3-8 Shinyokohama, Kouhoku-ku, Location (Address) | 1-22-5 Yobuya, Shinjuku-ku, Tokyo
Y okohama, Kanagavwa {Note 1)

Numixr of Floors B1/9F Number of Floors B2/4F

Total Floor Area 6,180.51 f Total Floor Area 332968 i

Completion Date September 1990 Completion Date October 1989

Acquisition Price ¥2 520,000,000 Acquisition Price ¥1,950.000,000

Property Name KDX Mmami Semba Dai-1 Building Property Name KDX Minami Semba Dai-2 Building
(Office Building) (Note 3) (Office Building) (Note 4)

Location (Addressy | 2-1-10 Mmami Semba, Chuo-ku, Location (Address) § 2-11-26 Mnami Semba,
Osaka-shi, Osaka Chuo-ku Osaka-shi, Osaka

Number of Floors BI1/9F Number of Floors Bt/9F

Total Floor Area 4,236.59 mi "Total Floor Area 331593 i

Completion Deate March 1993 Completion Date Sepiember 1993

Acquisiion Price ¥1,610,000,000 Acquisition Price ¥1,560,000,000

Proparty Name Residence Charmante Taukishima Property Name Regalo Ochanomizu 1811
{Residential Proparty) (Residential Propaty)

Location (Address) 3-26-8 Tsukishima, Chuodu, Tokyo Location (Address) | (D2-3-19 Hongo, Bunkyodu, Tokyo ().

(£2-3-18 Hongo, Bunkyo-ku, Tokyo (Il

Nummher of Floors B1/10F (Note 1) Number of Floors TBI/10F(D) @ILIFQD

Total Floor Area 18,115.39 i (Note 1} Total Floor Area 4,843 27 mi(Total of I & [T}

Completion Date January 2004 Completion Date (Dlanuary 2006 ¥ chruary 2006

Acquisition Price ¥5,353.000,000 Acquisition Price ¥3,600,000,000

Property Name Regalo Shiba-Kouen Property Name Chiasaki Socic Ni-bankan
(Residential Property) {Residential Property)

Location (Address) 3416 Stuba, Minato-ku, Tokyo location (Address) | 2-1-38 Chigasaki, Chigasaki-shi, Kanagawa

Number of Floors 13F Number of Floors 8F
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Total Floor Area 278698 i Total Floor Area 382174 m

Completion Date February 2005 Completion Date January 1991

Acquisition Price ¥2.260,000.000 Acquisition Price ¥1,160,000,000

Property Name Court Nishi-Shinjuku Property Narne Regalo Komazawa-Kouen
(Residential Propetty) (Residential Property)

Location {Address) 7-18-15 Nishi-shmjulay, Shinjuku-ku, Location (Address) | 5-21-6 Komazawa, Setagaya-ku, Tokyo
Tokyo

Number of Floors 8F Numnber of Floors 8F

Total Floor Area 166933 md Total Floor Area 1,262.00 m

Completion Date October 2005 Completion Date February 2006

Acquisition Price ¥1,130,000,000 Acquisition Price ¥912,000,000

Property Name Count Shin-Okachimachi Property Name Primo Regalo Kagurazaka
(Residential Property) (Residential Propenty)

Location { Address) 1-10-6 Motoasakusa, Taitoku, Tokyo Location (Address} | 8-10 Tsukiji-cho, Shinjuku4as, Tokyo

Number of Floors 11F Number of Floors 8F

Total Floor Area 1,494.55 mi Tatal Floor Arca 1,007.54 i

Completion Date October 2005 Completion Date January 2006

Acquisition Price ¥878.000,000 Acquisition Price ¥762000.000

Property Name Primo Regalo Youga Property Name Court Shimouma
(Residential Property) (Residential Property)

Location (Address) | 5-34-21 Seta, Setagaya-ku, Tokyo Location (Address) | 1-21-8 Shimotma, Setagava-ku, Tokyo

Number of Floors 8 Number of Floors | 6F

Total Floor Area 1,213.20 nf Total Floor Area 88018 nd

Completion Date December 2005 Completion Date October 2005

Acquisition Price ¥730,000,000 Acquisition Price ¥638,000,000

Property Name Ashiya Royal Homes Property Name Regalo [barald [ & I
(Residential Property’) (Residential Property)

Location {(Address) | 20-10 Ohara-cho, Aishiya-shi, Hyogo Location (Address) | (09— 11 Takebashi, Iharaki-shi, Osaka (I)

(29— 11 Takebashi, Ibaraki-shi, Osaka (II)

Number of Floors 5F Numberof Floors | (D4F  @B1/ 7F

Total Fleor Area 501567 m Total Floor Area 644592 1 (Total of [ & II

Completion Date June 1991 Completion Date (DMay 1991 @March 1993

Acguation Price ¥2 330,000,000 Acquisition Price ¥1,600,000,000

Property Name Collection Higashi-Sakura Property Name Renaissance 21 Hirao Jousui-machi
(Residenttal Property) (Residential Property)

Location (Address) 1-5-10 Higashi-Sakura, Higashi-u, Location (Address) | 535 Hirao Jousui-machi, Chuo-ka,
Nagova, Aichi Fukuoka-shi, Fukucka

Number of Floors 14F Number of Floors 5F

Total Floor Area 293165 m Total Floor Area 264336 nf

Completion Date March 2006 Completion Date October 2005

Acquisition Price ¥1,264,000,000 Acquisition Price 900,000,000

Property Name Mentore Nishikouen Bay Court Proparty Name ZARA Tenjin Nishi-don
(Residential Property) (Retail Property)
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Location (Address) | 3-5-7 Mmnato, Chuo-ku, Fukuoka-shi, Location (Address) | 1-12-64 Daimyo, Chuo-ku, Fukuoka-shi,
Fukuoka Fukuoka
Number of Floors 10F Numberof Floors | 4F
Total Floor Area 272890 Total Floor Arca 144502 i
Completion Date February 2006 Completion Date November 2005
Acquisition Price ¥826,000.000 Acquisition Price ¥3,680,000,000
Nofes:

. Details relatmg to number of floors and total Qoor arca for the compartmentalized ownership building apply to the entire building.

2. The current name (as of June 12, 2006} of the property is the “Shuwa Dami Hamamatsucho Building™. Plans are m place to change the
name of the propaty to the “KDN Hamamatsucho Building™ on January 1, 2007,

3. The cument name (as of hmne 12, 2006) of the property is the “Semba Monblanc Building”™ Plans are m place to change the name of the
property © the " KDX Minami Semba Dai-1 Building™ on October 1, 2006.

4. The current name (as of June 12, 2006) of the property is the *Nashiki Building.™ Plans are in place to change the name of the property to

the “KIDX Mmami

Semba Dai-2 Building”" on October 1. 2006,

(b) The Investment Corporation seld the 2 residential properties (Storia Todoroki and Clair Court Rokakouen) on May 10, 2006.
For further details of the sold properties see page 45 and 46.

(4) Outlook

Forecasts for the third fiscal period (May 1, 2006 to October 31, 2006) are presented as follows. Please refer to the attached document
“Preconditions and Assumptions for the Fiscal Periods Ending October 31, 2006 and April 30, 2007 for tactors that underpin forecasts.

Orperating Revenues ¥5, 027 million
Ordinary Income ¥2 (76 million
Net Income ¥2 075 million
Distribution per Unit ¥13,200
Distribution in Excess of Earnings per Unit ¥0

Forecasts for the fourth fiscal period (November 1, 2006 10 Apnl 30, 2007) are presented as follows. Please refer to the attached
“Preconditions and Assumptions for the Fiscal Periods Fnding October 31, 2006 and Apnil 30, 2007 for tactors that underpin forecasts.

Operating Revenues ¥4, 969 million
Ordmary Income ¥1,974 million
Net Income ¥1,973 million
Distribution per Unit ¥12,500
Distribution in Excess of T-amings per Unit ¥0

Note: Forecast figures are calculated basod on eertain assumptions. Readers arc advised that actual oix:mting reveniues, net income and
distribution per unit may differ signuficantly from forecasts due 1o a variety of reasons. Accordingly, the Investment Corporation
docs not guarantoe payment of the forecast distribution per unit.

“Preconditions and Assunptions for the Fiscal Penods Ending October 31, 2006 and Apnil 30, 2007

Preconditions and Assumptions
Property Portfolio ® Forecasts for the fiscal periods ending October 31, 2006 and April 30, 2007 are based
on a property portolio totaling 33 properties held as of Junc 12, 2006,
® The property porifolio may change due to a vaniely of factors.
Operatimg Revenues # Rental revenues are estimated based on histonic performance and a variely of factors

including each property’s competitive standing and market and other conditions.
® For the third fiscal period, the Investment Corporation is anticipating a gain on the sale
of 2 properties totalng ¥150 million.
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Operating Expenses

® Property expenses other than depreciation are based on historic expenses, adjusted o
reflect the vanable nature of expenses.

® In ganeral, property tax and city planning tax are allocated to the seller and purchaser on
a pro rata basis at the time of acquisition settlernent In the case of the Investment
Corporation, an amount equivalent to the portion allocated to the purchaser is inchuded m
the acquisition price of Lhe property.

# Repairs, mantenance and renovation expenses are estimated based on the Asset
Management Company budgeted amounts for each property and amounts considered
essential for each period. Actual repairs, maintenance and renovation expenses for each
fiscal period may, however, differ significantly from estmated amounts due to unforeseen
circumslances o CIneTgencies.

® For the fiscal periods ending October 31, 2006 and April 30, 2007, approximale
amounts of ¥1,061 million and ¥1,057 million, respectively, have been estimated for
depreciation expense.

Non-Operating Expenses

® Amounts for interest payable of ¥364 million and ¥38 | millton have been forecasted
for the fiscal periods ending October 31, 2006 and April 30, 2007, respectively.

® For the third fiscal period, the Investment Corporation has estimated investment unit
issuance expenses of ¥100 nullion.

Debt Fmnancing

# For the third and fourth fiscal period, forecasts are based on a debt financing total
balance of ¥58 000 million as of June 12, 2006. Forecasts are also based on an
asqunniption that the balance of debt financing shall remain unchanged in the fourth fiscal

period.

Investment Units [ssued and
Outstanding

® The Investment Corporation has 157,000 investment units issued and outstanding as of
June 12, 2006. Forecasts are based on the assumption that the balance of investment units
issued and outstanding will remain unchanged through the fourth fiscal period
(Novenber 1, 2006 to April 30 2007).

Distributions per Unit

® Distributions per unit of amounts less than ¥1 are omitted. Calculations are based ona
100% distnbution of unappropriated retained eamings.

Distnbutions n Excess of
Famings per Unit

® The Investment Corporation does not cumrently anticipate distibutions in excess of
eamings per unit.

Other

® Forecasts are based on the assumption that any revisions to regulatory requirements,
Lxation, aceounting standards, public listing regulations or requirements of the
Investment Trusts Association, Japan will not impact forecast figures.

® Jorecasts are based on the assumption that there will be no major unforeseen changes
1o cconomic trends and in real estate and other markets.
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3. Financial Statements
(1) Financial Condition
1. Balance Sheets

Second Fiscal Period First Fiscal Period
(As of April 30, 2006) (As of October 31. 2005) Inorease [ Doceease
{Thousands (%) (Thousands (%) (Thousands in (%)
in Yen) in Yen) Yen)
ASSETS
1. Qurrent assets 8,119,288 88 6.215,109 80 1,904,178 306
Cash and bank deposits 4,897,035 692,405 4,204,630
Entrusted deposits 29461056 4483344 1537288
Rental receivables 47,703 84,432 A46,728
Prepaid expenses 23925 30,881 £6.956
Consumption tax refindable 138,322 910,190 ATT1.867
Othar cumrent assets 66,244 3855 62,388
[E. Fivudd assets 83393031 911 71,064,559 919 12828471 181
1. Property and equipment at cost *1 83,434,736 2.6 70911519 917 12523216 17.7
Buildings 992915 - 992915
Structures 55321 - 55.321
Land 1,345,661 - 1,345,661
Buildings held in trust 28954013 25,096,454 3,857,558
Structures held in tust 131,961 140887 NB96
Machinery and equipment held in 410,137 364,177 45959
trust
Tools, firmitwre md fixtures held in 560,719 579,642 A18,922
trust
Land held m trust 50984005 44.730,357 6,253,647
2. Investment and other assets 458,295 0.5 153.039 0.2 305.255 199.5
Leaschold and security deposits 17488 10,000 7.488
Long-term prepaid expenses 43,020 34498 8521
Derivative assets 397,786 108,540 289.245
HDefermed 40.717 0l 45807 0.1 AS5,089 Al
Organization cosls 40717 45.807 A5 089
“Tota] asscts 92053,037 100.0 71325476 100.0 14,727,561 190

71



Second Fiscal Period First Fiscal Period
(As of Apnl 30, 2006) {As of October 31, 2005) fnarcase/ Dearease
(Thousands (%) {Thousands (%6) {Thousands in (%)
in Yen) in Yen) Yen)
LIABILITIES
[ Current liabilities 12,239,887 133 10,713,301 138 1,526,586 142
Trade payables 106,410 192993 86,583
Short-term debt 11,500,000 10,000,000 1,500,000
Other pavables 82546 67.406 15,140
Accrued expenscs 15,557 659 14,898
Accrued income taxes 1015 854 160
Rents received in advince 529.8% 380,244 149650
Deposits received 4,462 71142 D666TI
[T Long-term liabilities 34.426,133 174 22084921 286 12341212 559
[Long-term debt 30,500,000 19,000,000 11,500.000
[.easchold and security deposits 131.646 - 131646
received
Leaschold and security deposits held in 3,396.700 2976 380 420,320
trust received
Unrealized gain on dervatives 397,786 108.540 289245
Total liabilities 46,666,021 507 32798222 424 13.867,798 423
UNITHOLDERS EQUITY **
I UNITHOLDERS' CAPITAL 44,285,002 481 44,285 002 573 - -
Total unitholders' capital ** 44.285,002 481 44,285,002 - -
I Retaned eamings
Retained eamnings at end-period 1,102,013 12 242,251 03 859,762 3549
Total unitholders’ equity 45387015 493 44,527,253 576 859.762 19
Total liabilities and unitholders” equity 92053037 100.0 71325476 100.0 14,727 561 190
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2. Statements of Income and Retamed Famings

Second Fiscal Period First Fiscal Period
(November 1, 2005 to (May 6. 2005 © inarease / Dearease
Aprl 30, 2006) October 31, 2005)
{Thousands (%) (Thousands (%) (Thousands (%)
m Yen) in Yen) in Yen)
Ordinary income and retained camings
[. Operating income and retained camings
1. Operating revenues 2871789 1000 1,196,027 1000 | 1,675,761 140.1
Rental revenues *' 2574667 1067649 150707
Other rental revenues ' 297,122 128378 168,743
2. Oparating expenses 1,527.805 532 606,166 507 | 921639 1520
Property-related expenses *! 1,265,551 518874 746,677
Asset management fees 150,113 56,239 93.874
Drrectors” salaries 5,400 5352 47
Custodian fees 10,232 1,272 8.960
Administrative service lecs 27,544 11,109 16,434
Audit foes 4,000 - 4.000
Other opaating expaises 64,963 13,318 51644
Operating ncome 1,343,983 468 589,860 493 754,122 1278
II. Non-operating income and refained eamings
1. Non-operating revenues 5,198 02 17 00 5,181 -
Interest meome 1l 17 AS
Other Non-opurating revenues 5,187 - 5.187
2 Non-operaling expenses 246,168 86 346,786 20| Al00618 A0
Interest expense 164,606 57741 106.863
Financing related expense 11743 85,495 AT3T752
New unit issuance costs 55,118 66,675 AlLS36
Initial public offering related costs - 124,977 A124977
Amortization of orgmmization costs 5,089 5.089 -
Other non-operating expenses 9610 6.806 2,803
Ordinary income 1,103,014 384 243,091 203 859,922 3537
Income before income taxes 1,103,014 384 243051 203 859922 3537
Current income taxes 1,017 00 857 01 159 186
Deferred income taxes Jav; A7 14
Net Income 1101999 384 242251 202 859,747 3549
Retamed eamings at the beginning of peried 14 — 14
Retamed camings at the end of penod 1102013 242251 850,762
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3. Basis for Calculating Cash Distribution

{(Unit : Yen)

Second Fiscal Period
(Nevember 1. 2005 o April 30, 2006)

First Fiscal Period
(May 6, 2005 to October 31, 2005)

[. Retained eamings at the end of period
[1. Total Distnbution

(Distribution per Unit)

11, Retamed Eamings bring o next period

1102013492 242251377
1.101 973,080 242237240
{13.884) (3.052)
40412 14,137

Method of calculating the distnbution amount

The Investment Corporation determines the
amount of distmbution m accondance with
Article 32-1 of its Articles of Incorporation,
which must exceed 90% of its distributable
income as stipulated in Article 67-15 of he
Special Taxation Measures Law. The
[nvestment Corporation has therefore
decided o distribute the maximum amount
of retamed carnings at the period-end of
period, namety totalmg ¥1,101,973.080 to
79,370 units issited and outstanding.
Procedures for the distribution of arnounts
exceedmy distnibutable income are cutlmed
n Article 32-2 of the Investment
Corporation’s Articles of Incorporation. Inits
first fiscal period, the Investment Corporation
has decided not to distnbute cash m excess of
distributable ncome.

‘The Investment Corporation determines the
amount of distnbution m accordance with
Articte 32-1 of its Articles of Incorporation,
which must exceed 9024 of its distributable
income as stipulated in Article 67-15 of the
Special Taxation Measures Law: The
[nvestment Corporation has thaefore
decided to distribute the maximum amount
of retained eamings at the peniod-end of
peried, namely totaling ¥242.237 240 to
79,370 units issued and outstanding.
Procedures for the distribution of amounts
exceeding distibutable income are outlined
n Article 32-2 of the Investment
Corporation’s Articles of Incorporation. Tn its
first fiscal peniod, the Investment Corporation
has decided not to distribute cash in excess of
distributable mcame.
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4. Statements of Cash Flows_

Second Fiscal Paiod First Fiscal Pexiod
(November 1, 2005 (May 6, 2005 to Increase / Decrease
to April 30, 2006) October 31, 2005)
(Thousands i Yen} (Thousands in Yan) (Thousands in Yen)
1. Cash flows from operating activitics
Income before income taxes 1,103, 014 243, 091 859, 922
Depreciation 650, 193 268, 160 382,032
Amotization of long-term prepaid expenscs 6, 641 2,181 4, 460
Interest income Al VAN v 5
Interest expense 164, 606 57, 741 106, 865
Amotization of orpanization costs 5, 089 5, 089 -
Changes in rental receivables 48, 728 5O, 432 141, 160
Changes in consumption tax refindable 771, 867 A 910, 190 1, 682, 058
Changes in prepaid expenses 6, 956 A 30,881 37,837
Changes in trade payables /\B6, 583 192, 993 279,577
Changes in other payables 12,872 67, 406 b1, 533
Changes in rents received in advance 149, 650 380, 244 A230, 534
Changes in deposits received 266, 679 71, 142 4137, 821
Cash payments of orpanization costs - A\ 50, 896 50, 896
Cash payments of Tong-term prepaid expenses 415, 163 £ 36, 680 21,516
Othernet ANB2, 387 A 3,841 A58, 546
Subtotal 2, 686, T94 161, 111 2,525, 682
Interest income receivables 11 17 JaY]
Cash payments of interest expense Al149, 708 A 57,081 AY2, 626
Cash payments of income taxes A\B54 - NS854
Net cash provided by operating activitics 2,536, 243 104, 47 2,432, 195
2. Cash flows from mvestmg activities
Purchases of property and equipmient A2, 398, 504 - A, 398, 504
Purchases of property and equipment held m trust A0, 774, 905 A T1, 179, 680 60, 104, 775
Pavments of leaschold and secunity deposits held in trust T, 488 2510, 000 2,511
Purchases of leasehold and security deposits recetved A1, 503 - AL, 503
Payments of leaschold and security deposits roceived 143, 150 - 143, 150
Elagflls ol leaschold and security deposits received held A8, 757 A 31, 852 ALT6. 894
Proceeds from leaschold and security deposits held in trust 629, 077 3,008,243 A2, 379, 165
Payments of restricted hank deposits 282013 884, 939 802, 926
Proceeds from restricted bank deposits 181, 003 - 181, 003
Net cash used in investing activiies A2, 529,940 £\ 69,048, 239 56, 568, 299
3. Cash flows from financmg activities
Proceeds from short-term debt 1, 500, 000 10, 000, 000 A8, 500, 000
Proceeds from long-term dett 1'1, 500, 000 19, 000, 000 AT, 500, 000
Proceeds from isatance of units — 44, 285, 002 244, 285, 002
Payments of dividends A239, 969 - 239, 969
Net cash provided by fmancing activities 12, 760, 030 73, 285, 002 2B, 524,972
4. Net change in cash and cash equivalents 2, 766, 333 4, 240, 810 Al, 524, 476
5. Cash and cash equivalents at the beginning of period 4, 290, 810 - 4, 290, 810
6. Cash and cash equivalents at the end of puriod 7,057, 143 4, 290, 810 2, 766, 333
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(Impertant Accounting Standards)

Second Fiscal Period
(November 1, 2003 to April 30, 2006)

First Fiscal Period
{May 6, 2005 to October 31, 2005)

1. Depreciaton of fixed assets

(1) Property and equipment (inchudes trust assets)
The straightine method is applied.

Useful lives of the assets ramging are as follows:
Buildings: 2 to 46 years

Stuctres: 2 to 13 years

Machinery and equipment: 3 to 15 years

Tools, lurniture and fodures: 3 to L5 vears

(1) Property and equipmient (inchudes trust assets)
The straight-line method is applied.

Usefil lives of the assets rmging are as (ollows:
Buildings: 2 to 46 years

Structures: 2 1o 13 years

Machinery and equipment: 3 to 15 years

Tools, furniture and fixtures: 3 to 15 years

(2) New unil issuance costs
New unit issuance costs are expensed as incued.

(2) Long-tam prepaid expenses (2} Long-term prepaid expenses
“The straight-ine method 1s applied. Same applies as left.
2. Accoumting policies for defemred | (1) Organization costs {1} Organization costs
assels Organization costs are amortized over a period of 5 | Same applies as left.
years.
(2) New unit issuance costs

New unit issuance costs are expensed as incurred.

The spread method, in which the seaumtics
underariters underwrite the unit at the underaritien
price and offer them to investors at the issuc price
was used for the primary offering of new
mvestment units conducted on July 20, 2005.

Under the spread method, the difference between
the issue price and the imderwritien price represents
the underwriting commission received by the
sacurities underwrilers. eliminating the necd {or the
issuer 1o pay underwniting commissions.

In connection with the primary offering ot new
mvestment units conducted on July 20, 2005, the
total aggregate ditference between the issue price
and the underwritien price was ¥1,631,250.000.
This expense would have been accounted as new
unit issuance costs if the conventional method had
bem used in which the underwniters offor new units
to the public at the underwnitten price.

Therctore, the spread method decreased new unit
issuance costs by ¥1,631,250,000 and mareased
income before ncome taxes by the same amount

compared to the conventional method.
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3. Accounting standards for
revenues and expenses

Accounting method for property tax
Property-refated taxes inchuding property taes, city
planning taxes and depreciable property taxes are
imposed on properties on a cakendar year basis.
‘These taxes are generally charped (o rental
expenscs during the period and on a pro rata basis
between the purchaser and the seller in the event of
purchase and sale.

In connection with the acquisition of real estate
inchiding trust beneficiary interests in real estate
during the first fiscal period, the Investment
Corporation included its pro rata property portion
for the year in each property acquisilion price and
not as rental expense. 'The amount of property taxcs
inchided in acquisition prices for the first fiscal
period amoimted to ¥31,992,000.

Accounting method for property tax
Same applics as lefi.

In connection with the acquisiion of real estate
inchiding trust beneficiary interests in real estate
durmg the first fiscal period, the Ivestment
Corporation included its pro rata property portion
for the year in cach property acquisition price and
not as rental expense. The amount of property
taxes mchuded in acquisition prices for the first
fiscal period amounted to ¥121.1900,000.

4. Accounting for hedges

(1) Hedge accounting metivod
The deterred hedge method is applicd.

(2) Hedgmg mstruments and risks hedged
Hedge mstruments

‘The Investment Corporation aikrs mto
interestrate swap transactions.

Risks hedged

‘The Investment Corporation enters into
interestrate swap transactions to reghuce the
exposure torisk from fluctuations m miterest
rales.

(3) Hedging policy

The Investment Corporation enters mito
derivative transactions based on its risk
management policies with the objective of
hedging nisks n accordance with its Articles of
Incorporation.

(4} Method of evaluating the effoctiveness of
hedging

During the period from the commencement of
hedging to the point at which effectiveness is
assessed, the [nvestment Corporation compares
(he cumulative tofal of market changes in the
targeted objects of hedging of cash fiow changes
with the cumulative total of market changes in
the hedging instruments or cash flow changes.
The Investment Corporation then makes a
decision based on the changes and other factors
of the two.

(1) Hedge accounting method
Same applies as left.

(2) Hedging mstruments and risks hedged
Same applics as left.

(3) Hedging policy
Same applies as left.

{4) Method of evaluatmg the effectivencss of

hedging
Same applies as left.
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5. The scope of cash and cash
equivakenis on statements of
cash flows

For the purposz of cash flow statements, cash
and cash equivalents consist of cash on hand,
deposits received that can be withdrawn on
demand, and short-ferm investments wath
ongmal maturities of three months or less, that

- arereadily convertible toknown amounts of

cash and present msignificant risk of a change in

Same applies as left.

value
6. Othar significant accounting (1) Accountimg method for trust beneficiary (1) Accoumting method for trust beneficiary
policies utilized in the preparation | micrests in real estate and other assets miterests m real estate and other assets
of financial statements The assets and liabilities as well as revenues and Same applics as left.

expenses of financial assetsheld in the form of
trust beneficiary nterests in real estate and other
assets are recorded i full in the Investment

Corporation's balance sheets and statements of

income.

Important line items included in accounting for
financial assets in the Investment Corporation’s

balance sheet are as follows:

1. Cashand cash equivalents

2. Buildings, stuctures, machinery and
equipment, tools, fumiture and fixtures and
land

3. Leaschold and security deposits received

(2) Accounting method for consumphion tax
Consumption taxes are separately recorded.
Non-deductible consumiption toes applicable (o
the acquisition of assets are included in the cost of

acquisilion for each asset.

(2) Accounting standard for the impainment of
fixed assels

Effective from the first fiscal period, the
Investment Corporation has adopted new
accounting standards for the impairment of fixed
assets presented m “Accounting Standards for
Impaimment of Fixed Assets”™ ("Comments on the
Accountmg Standard for Impaimment of Fixed
Assets” by the Business Accounting Council in
Japan issued on August 9, 2002) and the
“Gunidance lor Accounting Standard for
Impairment of Fixed Assets™ (Accounting
Standard Board of Japan, Financial Accounting
Standards Implementation Guidance No. 6
issued on October 31, 2003).

There was no mpact on profit and loss as a result

of adoption.

(3)Accamting method for consumption tax
Sarne applics as left.
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[Notes to Financial Statements|
(Notes to the Balance Sheets)

Second Fiscal Period
(Asof April 30, 2006)

First Fiscal Period
(As of October 31, 2005)

*]. Less-accumulated depreciation of property and equipment

*1. Less-accumulated depreciation of property and equipment

¥918.354 thousands ¥268.160 thousands
*2. Total number of avthorized investment umits . *2. Total number of autharized investment units )
2,000,000 units 2,000.000units
Total number of investraent units issued and . ‘Total number of investment units issued and .
) 79,370 umuts ) 79,370 units
outstandmg outstanding
*3. Mmimum unitholders’ equity pursuant to Article ¥50,000 *3. Minimum unitholders equity parsuant 1o Article ¥50,000
67-6 of the Law Concerning Investment Trusts 67-6 of the Law Concerning Investment Trusts
and Investment Corporations Law ousands and [nvestiment Corporations Law thousnds
(Notes to the Statements of Income and Retained Earnings)
Second Fiscal Period First Fiscal Period
{Novemiber 1, 2005 to Agxil 30, 2006) {May 6, 2005 to October 31, 2005}
*]. Breakdown of real estate rentat business profit and loss *1. Breakdown of real estate rental business profit and loss
(Thousands of Yen) (Thousands of Yen)
A. Ratal and other opamting revenucs A. Rental and other operating revenues
Rental revenues Rental revanues
Leasing ncome 2220814 | Leasig meome 930,805
Common charges 353,853 | Common charges 136,843
Total 2574667 | Total 1.067.649
Others Others
Parking space rental revenues 86129 Parking space rental revenues 30,728
Utility charge reimbursements 152652 Utility charge retmbursements 76.388
Miscellaneous 58340 | Miscellaneous 21,261
Subtotal 297,122 | Subtotal 128,378
Total rental and oparating revenucs 2871,789 | Total rental and operating revenues 1,196,027
B. Rental and other operating expenses B. Rental and other operating expenses
Rental expenses Rental expenses
Property management [ees 322415 | Property management fees 124,552
Utilitics 146,889 | Unilitics 68.783
Taxes 9327 | Taxes -
Repairs and maintenance costs 55,117 | Repairs and mainienance costs 21,806
Insurance 8,621 | Inamance 2602
Trust fees 21,337 | 'Trust foes 9321
Others 51,649 | Others 23,645
Depreciation 650,193 | Deprociation 268,160
Total property-related exponses 1,265,551 | "lotal property-related expenses 518,874
C. Rental business profit (A~ B) 1,606,237 | C. Rontal business profit (A— B) 677,152




(Notes to the Statements of Cash Flow)

Second Fiscal Period
(November 1, 2005 to April 30, 2006)

First Fiscal Period
(May 6, 2005 1o October 31, 2005)

*Reconciliation of balance sheet itams to cash and cash equivalents at end of

*Reconciliation of balance sheet items 1o cash and cash equivalents af end

peniod in the cash flows statements. of periad in the cash flows statements,
{Thousands of Yen} (Thousands of Yen)
(As of April 30, 2006) (As of October 31, 2005)
Cash and bank deposits 4897035 | Cash and bank deposits 692,405
Entrusted depasits 2946056 | Entusted deposits 4483344
Resticted bank deposits held in trust AT85.948 Restricted bank deposits held in trust {(Note) 884930
(Note)
Cash and cash equivalents 7,057,143 Cash and cash equivalents 4,290,810
Note : Restricted bank deposits held in trust are retained for repayment of enant kasehold and security deposits held m tust.
(Netes to the Lease 1ransactions)
Second Fiscal Period First Fiscal Period
(November 1, 2005 w Apnl 30, 2006} (May 6, 2005 to October 31, 2005)
Operating lease transactions (Thousands of Yen) | Opcrating lease transactions {Thousands of Yen)
(Lessor) {Lessor)
Uneamed lease pivments Uneamned lease payments
Due within one year 811,080 | Due within one year 973,915
Due after one year 3,273,632 | Duc after onc year 38646584
Total 4084712 Total 4838.600
{(Notes to the Marketable Secunties)

Second Fiscal Period
(November 1. 2005 t April 30, 2006)

First Fiscal Paiod
(May 6, 2005 to October 31, 2005)

“The Investment Corporation has not indertaken transactions in marketable
securities. Accondingly, there is no information 1o report

Same applies as lefl.
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(Notes to the Derivative Transactions)

Socond Fiscal Period
(November 1, 2005 to April 30, 2006)

First Fiscal Period
(May 6, 2005 to October 31. 2005)

(1) Details of the transaction
The Investment Corporation chicring into interestrate swap ransactions
uses denvatives as hedging instruments

(2) Transaction policies

Dxrivatives are used by the Investment Corporation o manage its
exposatre to the rigk of future interest rate fluctuation, Derivative
transactions are not used for speculative purposcs.

(3) Purposc of the transaction

In interestrelated transactions, derivative transaction is used to maintamn
eamings stability by managing exposure o the sk of mierest rate hikes
n the interest rake market on borrowmngs. Hedge accounting 1s applied to
the use of derivative transactions.

(@ Hedge accounting method
"The defemred hedge method is applied.
@ Hedging instmments and risks hodped
* Hodge mstuments
The Investment Corporation enters info interesi-fate swap
transacions.
* Risks hedged
Interest rates on debt
@ Hedging policy
The Investment Corporation enkrs mto derivative ransactions
based on its risk management policies with the objective of
hedgmg nisks m accordance with its Articles of Incorporation.
@ Method of evaluating the effectivencss of hedging
During the period from the commencement of hedging to
the pomnt at which effectiveness is assessed, the Investment
Corporation compares the cumulative total of market
changes m the targeted objects of hedging or cash tlow
changes with the cionulative total of market changes in the
hedgmg mstnments or cash flow changes. The Investment
Corporation then makes a decision based on the changes

and other factors of the two.

(4) Risksrelated to derivativetransaction
Interest-rate swap fransactions are subject torisks siemnmmg from
tluctuations m the mitcrest rate maket.

(5) Risks management systom for derivative ransaction
Risks management isbased on the management procedures of the Asset
Manapament Company.

(1) Details of the transaction
Same applies as lefl.

(2) Transaction policies
Same applies as lefl.

(3) Purpose of the transaction
Same applies as left.

(D Hedge accounting method
Same applies as left.

@ Hedging instruments and risks hedged
Same applics as left.

@ Hedging policy

Same applics as left.

@ Method of evaluating the effectivencss of hedging
Sarne applics as left.

) Risksrelated to denvativetmmsaction
Same applies as left.

(5) Risks management system for derivative fransaction
Same apphies as left.




(Notes to the Retirement Payment)

Second Fiscal Peniod
{November 1, 2005 to April 30, 2006)

First Fiscal Period
(May 6, 2005 to October 31, 2005)

The Investment Corporation does nof maintam a retirerent payment
system. Accordingly, fere is no mformation to report.

Same applics as left.

{Notes to the Tax-Effect Accounting)

Second Fiscal Period
(November 1, 2005 to Apnl 30, 2006)

First Fiscal Period
(May 6, 2005 to Octaber 31, 2005)

1. Principal defesred tax assets and hiabilities were as follows

1. Principal deferred tax asscts and liahiliies were as follows

under the equity-method. Accordingly, there is no information to report

(Thousands of Yen) {Thousands of Yen)
{Deferred tax assets) {Defared tax assats)
Entcrprise tax payable not included ih expenses 20 | Enterprise tax pavable not inchided in expenses 17
Total deferred tax assets 20 | Total deferred tax assets 17
2. Significant diffrence berween  statutory (%0) | 2. Significant difference between statutory (%0)
incomy tax rate and the effective tax rate income tax rate and the effective tax rate
Nomnal effective statutory tax rate 3939 | Nomnal eftective statutory tax rate 3939
{Adjustments) (Adjustments)
Deductible cash distributions A3935 | Deductible cash distributions A3925
Others 005 | Others 02
Actua] elfective tax rate 009 | Actual eflective axrate 034
(Equity-Method Income and Retained Earnings)
Second Fiscal Period First Fiscal Period
(November 1, 2005 1o April 30, 2006) (May 6, 2005 to October 31, 2005)
The Investment Corporation has no afliliated companies acoounted tor Same applies as left.

(Relatod-Party Transactions)

Second Fiscal Penod
(November 1, 2005 to April 30, 2006)

First Fiscal Period
(May 6, 2005 1o October 31, 2005)

Parent Company. corporate sharcholders and other:
None
Directors. individual shareholders and other:
None
Subsidiary comypxaiies amd other:
None
Fellow subsidiary companics and other

None

Parent Company, corporate sharcholders and other:
Same applies as left.
Directors, individual shareholders and other:
Same applies as lefl.
Subsidiary compantes and other:
Same applics as left.
Fellow subsidiary compantes and other:

Same applies as lefl.




(Per Unit Information)

Second Fiscal Penod
{(November 1, 2005 to April 30, 2006}

First Fiscal Period
(May 6. 2005 to October 31, 2005)

Unitholders™ equity per unit ¥571,840

Net income per unit : ¥13.884

Diluted net income per unit hasnot been presented since there were no
unuts with a difutive effect issued.

Unitholders' equity per unit - ¥561,008
Net mcome pet unit : ¥5.302

Dhluted net meoee per unit has not been presented since there were
no units with a dilutive effect issued.

Note: Net mcome per unit was computed on the following basis.

Second Fiscal Period
{November 1, 2005 to Apnl 30, 2006)

First Fiscal Period
{May 6, 2005 to Octobar 31, 2005)

(November 1, 2005 to April 30, 2006)

Net meome ¥1,101,999 thousands ¥242251 thousands
Amount not available to general investors - -
Amount available to general investors ¥1,101.999 thousands ¥242.251 thousands
Average number of investment wnits for 79370 units 45683 units
the penod
(Important Subsequent Events)
Second Fiscal Period First Fiscal Paniod

(May 6, 2005 to October 31, 2005)

Importzant subsequent events after the closing of the fiscal period ended on
April 30, 2006 are as follows.

1. Issuance of New [nvestment Units
On April 3, 2006 and Apnl 19, 2006, the Board of Directors of the Investment
Corporation resotved to issue new mvestment units as detailed below. The
pavments were completed on May 1, 2006 (through public offering) and May
26, 2006 (through third-party allocation), respectively. As a result of the issuance
of additional investrent units, the Investment Corporation had total unitholders™
capital of ¥88,729.632 470 with 157, 000 mvestment urits outstanding as of May
26, 2006.

(1) Issuance of New Investment Units through Public Offering

Total mmber of newly issued units : 73 ,66(units
(Japancse prinary offering  50,370umnits, Intemational

offermg 23,290uruts)

Offer price per unt : ¥593.096

Total amount of offerings : ¥43,687451,360

Issue price per umit : ¥572,519

Net proceeds : ¥42.171,749 340

Payinent date : May 1,2006

Delivary date of mvestment unil certificates : May 2, 2006

Starting date of the computation of cash distribution : Mav 1,2006

(2) Issuance of New Investment Units through Third-party Allotment

Total mumber of newly issued units 3,970 per unit

None




Tssue price per unit : Y572,519

Net proceeds : ¥2 272 900,430
Payment date : May 26,2006
Delivery date of New Investment Units through : May 26,2006
Starting date of the computation of cash distribution : May 1,2006

2 Debt Financing

On Muy 1, 2006, the Investment Corporation obtained debt fmancing as
follows :

(1) Series 7-A
Lenders : Sumitomo Mitsui Banking Corporation
The Bank of Tokyo-Mitsubishi UFJ, Ltd.
Amount Borrowed : Y2000 million
Inkerest Rate 0.36909% floatmg rate of mterest (Note)
Repayment Due Date April 30,2007
Collateral : Unsecured, unguaranteed

Note: The interest rate covers the period commencing May 1, 2006
through Julv 31, 2006. Thereafier, the inferest rate shall be
calculated based on the three-month ven TIBOR +0.23%,

(2) Series 7-B
Lenders : The Chuo Mitsui
Trust and Banking Co., Limited
Aozom Bank, Ltd.
The Bank of Tokyo-Mitsubishi UFJ | Ltd.
Mitsubishi UFJ Trust and Banking Corporation
Resona Bank, Ltd.
Amount Bormowed : ¥6,500 million
Interest Rale 0.539%09% floating rate of interest (Note)
Repayment Due Date : Apnl 30, 2009
Collateral : Unsecured, unguaranteed

Note: The mterest rate covers the period commencing May 1, 2006
through July 31, 2006. Thereafter, the interest rate shall be
calculated based on the three-month yen TIBOR +(.40%. Interest
on vaniable inferest rate loans has been fixed at 1.62875% until Apnl 30,
2009, through interest-rate swap transactions.

(3) Senies7-C
Lenders : Aorora Bank, Ltd.
Mitsui Surnitomo Insurance Co., Lid.
Amount Borrowed : ¥2,500 million
Interest Rate 0.63909% floating rate of interest (Note)
2.19875% fxed rate of interest
Repayment Due Date : April 30,2011
Collateral : Unsecured, unguarantoed

Note: The interest rate covers the peried commencing May 1, 2006
through July 31, 2006. Therealter, the interest rate shall be
calculated based on the three-month yen TIBOR +(3.50%. Intereston
varable inferest rate loans has been fixed at 2. 19875% until April 30,
2011, through interest-rate swap ransactions.
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(4) Series 7D

Lender :

Amount Borrowed :
Interest Rate: :
Repayment Due Date -
Collateral :

Development Bank of Japan
¥5,000 rallion

2773125% fixed rate of interest
Apnl 30,2016

Unsecured, unguaranteed
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(2) Movements in Investment Units Issued and Outstanding
Movements in unitholders’ capital and the number of mvestment units issued and outstanding during the first and second fiscal periods
are summarnized m the followmg table. (Note 4)

Investment Units Issued and Unitholders’ Capital
tstandi its, Milli '
Settlement Date Particulars Quisanding (Lnits) (Millions of Yen) Remarks
Increase Balance Increase Balance
(Decrease) {Decrease)
May 6, 2005 Private placement 400 400 200 200 Note 1)
July 20, 2005 Public offering 75,000 75,400 41,868 42068 (Note 2)
August 16, 2005 Third-party allocation 3970 79370 2,216 44285 (Note 3)
Notes:

1. ‘The Investment Corporation was established with an offer price of ¥500,000 per unit.
2 The Investment Corporation undertock an additional issue of new investment units (public offering) with the aim of procurmg fimds for the
acquisition of investment properties. The offer price was ¥580,000 per unit with an underwnitten price of ¥558,250 per unit.
3 ‘The Investment Corporation undertook an additional isstie of new investment units by way of third-party allotment with the aim of procuring
finds for the acquisition of investment properties. The issue price was ¥558,250 per unit.
4, From the end of the fiscal period under review; the Investment Corporation issued additional new investment units (offer price: ¥593,096; issue
price: ¥572,519) as a means to fund the acquisition of additional properties (payment date: May 1, 2006). Furthermore, the Investment Corporation
issued additional new investment units by way of third-party allocation (issue price: ¥572,519) to assist in the acquisition of new investment properties
(payment date: May 26, 2006). As aresult, unitholders” capital as of May 26, 2006 stood at ¥88,729 million with 157,000 investment units issued and

outstancing,
4. Transfer of the Directors
During the First Fiscal Peniod, there was no transfer of the Assel Managenent Compeany's Directors. The directors of the Asset Management
Company are as [ollows.
Nurnber of
Title Name Brief Personal History Investment
Units
Aprit 1985 Jomed Mitsubishi UFJ Trust and Banking Corporation
(formely The Mitsubishi Trust Bankmng Corporation)
April 1992 Transferred to Los Angeles Branch
Apnl 1997 Joined Miyajima Shoukai
) Joined Kenedix, Inc.
Exocutive . )
Director Taisuke Apnl 1998 | (formely Kennedy-Wilson Japan Co., Ltd.)
Mivajina Real Estate Investment Advisory Division 0
Extemal assignment as a CEO and President,
October 2004 | Kenedix REIT Management, Inc.
(formely KW REIT Management, Inc.)
April 2005 Trdnsﬁ.erred as a CEO and President, B
Kenedix REIT Management, Inc.  (current position)
May 2005 Executive I)?@tor of Kenedix Realty Investment Corporation
(current position)
. . April 1963 Admitied to ‘he Japam?sc bar
Supervisory Kimio (general practiioner of Japanese law) 0
Director Kodama April 1966 | Established Hanzomon Sogo Law Office
(formely Chuo Shinko Audit Corporation)  {cumrent position}
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Director of Kyoritsu Women' s Educational Institution

July 1997 )
b {current position)
April 1998 Director ol"l.'l?e Housing Loan Guarantee Corporation
{current position)
February 2000 | 2 restor of the Victim Support Center of Tokyo
’ (current position)
Mav 2005 Supervisory Pirecmr of Kenedix Realty Investment Corporation
- (cunrent position)
October 1989 Jomed Chuo Aoyama Pricewaterhouse Coopers

(formely Cuo Shinko Audit Corporation)
March 1993 | Became a Japanese cartified public accountant

January 1997 Established Toba Public Accounting Office

(current position)
Supervisory Shiro Toba May 2002 Became a Japanese certified tax accountant 0
Director April 2004 Director of Majestec Corporation  (current position)

January 2005 | Director of Minen Accounting Co., Lid.  (current position)

March 2005 | Director of BTK Sehution Co,, Ltd. {current position)

Supervisory Director of Kenedix Realty Investment Corporation:

(current position)

October 2005 | Directorof MACC  (current position)

Note : Taisuke Mivajima has obtained approval from the Commisioner of the Finance Services Agency for holding
concurrent positions with us and the Assel Managanent Companty pursuant to Article 13 of the Investment Trust
Law, as of April 18, 2005.

May 2005
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(2) Properties Roster
(D'The Price of the Investment Propertics and the Investment Ratio

(Millions of Yen)
Appraisal Value at the end of Second Fiscal Paiod
Amount
Direct Capilization Method|  Discoxmied Cash Flosw Method
Acquisition on the .
. COhenall Tarmnal Ratio
Type Area Property Name Price Balance Discount %)
sializai italization ©
(Note 1) Sheet | (Note3) | Viue Cont \alue Rate o
Rake Rate (Notc 4
(Note 2) (%0
(*a) o)
Belles Modes
o 5,950 5960 6040 6330 48 5920 46 50 73
Buikding N
Nghonhashi 313
5940 6,267 6,000 6090 50 5,900 19 52 73
Puilding
Sogo Hirkawacho
5,180 5228 5230 5340 4.8 5120 47 50 61
Bralding
Higahi-Kayabacho
fgahita 4450 4.502 4720 4770 53 4,670 5.1 56 5.5
Yuraku Buikling
Noir Haichobori 3680 3687 3690 3750 50 3620 49 52 15
K&Y Building
1533 2538 2590 2620 5.2 2550 51 54 31
(Southern Plaza)
Tokyo e e
! Haruku FF. 51456
Metropolitm 2450 2492 2,500 2510 3.5 2,500 58 30
Puikling GE S
N Area
g EDX Hamacho
o 200 | 239 2380 | 2440 54| 23% 51 55 28
3 Building (Nok: 6) ) : o
g FIK Minavg
2710 2314 2,590 2760 5.0 2520 53 53 28
Agyama
KDX Furuabashi
2252 2338 2270 2380 57 2,220 54 59 28
Building (Note 7)
1,950 1,544 1,95 2000 50 1,900 49 52 24
Building
NNK Buikling 1,610 1637 1,700 1.710 5.4 1,690 55 57 20
Kotshikawa Yoslida
704 712 762 767 57 756 55 60 09
Buildng
Ot Purtus Canter
5,570 5646 5,590 5690 6.1 5490 60 63 68
Regional Buildmg
Areas Hakata-Ekimae Dag-2
o 1430 1480 1,490 1,500 64 1470 62 67 18
Building
Total of 15 Office Buildings 48,269 49,144 49.502 50657 — | 48676 — — 593
Tokye Storia Sirokanc 3150 221 3300 3380 52 3,260} 53 5.5 39
Metropolitan | Tre &§ Casa Minani ; :
2460 2,500 2510 2510 ¢ 4.7 2510 45 49 30
Area Aoyama !
B Count Mejirr 1.250 1.290 1,170 1,180 53 1170 53 5.6 L5
g Apatnmts
1.210 1,245 1,240 1250 +8 1220 46 50 15
3 Adotoaznbu
.'g Apartnents
E 1,180 1219 120 1210 50 1.190 418 52 14
Wakamatsu Kawxla
Coun
1,130 1,174 1,190 1.200 52 1170 50 54 14
Nhodasted bkozaki
Side Denencholu 1,110 1165 1,090 LI1LO 53 1,080 53 5.6 14
- l -
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S-court
w5 982 968 966 5.6 %69 53 59 12
Yokolhama-Kanma [
Court Motoasakusa 880 917 892 898 53 886 51 55 11
Storia Todoroki 877 02 851 874 52 841 54 5.5 11
Bloom Omotesando 875 900 925 939 4.8 911 46 50 11
Clair Count
831 861 :20) 838 53 815 54 56 10
Rokakouen
FHugnan Heim
830 861 856 862 53 850 5.1 55 10
Okachimachi
Court Shinbashi 748 769 758 773 52 751 53 55 09
Court Suitengu 659 685 666 673 53 663 52 56 08
Other Venus Hibarigacka 1,800 1941 1730 1,780 60 1,700 55 6.2 22
Regional Abveast Hua 444 460 483 483 58 482 56 61 05
Areas Abreast Hirabari 407 42 47 453 58 440 56 6.1 05
Total of 18 Residential Properties 20,786 21,534 21,098 21,379 — 20,908 — — 255
@ Tokyo Jnnan-zaka Frame 9900 10111 11,000 11,200 46 10,800 43 49 122
E Metropolitan
Arca Yaoyogi M Building 2479 2644 2,500 2,560 5.1 2480 49 53 30
Total of 2 Retdl Propertics 12379 | 12755 | 13500 | 13760 — | 1320 — — 15.2
“Total of 35 propertics 81434 | 83434 [ 84100 [ 8579 — | 82864 — — 1000

Notes:

1. Acqusition price is the purchase price for trust beneficiary mterests acquired by the Investment Corporation exclusive of tixes,
rounded down to the nearest million ven.

2. Iigures of less than one nullion yen are rounded off from the amounts on the balance sheet

3. Appraisal values (end of the second fiscal period) are based on the asset valuation method and standards outlined in the Investment
Corporation’s Articles of Incorporation and regulations formulated by the Investment Trusts Association, Japan. Appraisal values
are drawn ftom valuation reports preprared by the Japan Real Estate Institute, Tanizawa Sogo Appraisal Co, T.td, Daiwa Real
Estate Appraisal Corporation and Nippon Tochi-Tatemono Limited.

4. Figures are the acquisition price of each asset as a percentage of the total acquisition prices for the porttolio rounded to the nearest
first decimal place.

5. The discount rate is 5.1% for the first three years, and 5.6% from the fouth year onward.

6. The current name, as of June 12, 2006, of the property is the “Hamacho Hanacho Building ™ Plans are in place to change the name of the property to
the “KDX Hamacho Building”™ on October 1, 2007. Same applies throughout the report.

7. The curreni name, as of une 12, 2006, of the property is the “Reland Center Building.™ Plans are in place to change the name of the property to the
“KIDX Funabashi Building™ on October 1, 2007. Same applies throughout the report.

(@ Property Distribution
A. Property Types
Fype Numbcr. of Accilu‘isition‘Price Ratio (Note) (%)

Properties (Millions of Yen)

Office Buldings 15 48269 592

Residential Properties 18 20,786 255

Retail Properties 2 12379

oo — — 152

Total 35 81434 100.0
-9-
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@ Details of Investment Real Estate and Trust Real Estate
A. Overview of Investment Real Estate Properties and Trust Real Estate

B. Geographic Distribution

Tokyo Metropolitan Area 30 71,783 88.1
Other Regional Areas 5 9,651 118
Total 35 81,434 100.0
C. Property Distribution by Acquisition Price
Less than 1,000 11 8200 100
1,000-2,500 15 26,881 330
2,500- 5,000 4 13813 169
5,000- 7,500 4 22640 278
7,500 - 10,000 1 9.900 121
Total 35 81434 100.0

Note : 'Ratio” are the percentage of acquisition price for each category to the acqusttion prices for the entire portfolic .
Figures are rounded to the nearest first decimal place.

Probable
Site Area Total Floor Area Tipeof Maimum
Usage Completion Dale
Type Area Property Name (nd) Struchare Laoss
{Note 2) (INote 5)
(Note 1} {Note 3) {Note 4) (%a)
(Note 6)
Tokyo Office SRC
Belles Mlodes Building 61217 532381 May 1994 45
Metropolitan Retadl Shops B2F9
Area Nhonbashi 313 SRC ]
Lo47.72 Office 861309 Amil 1974 17.36
Building B2F9
Sopo Hirnkawacl Office SR
C
Building, 1,01385 | Retail Shops 800297 B3I March 1988 802
3110
Residential
Higashi-Kayahacho SRC
2 , 343 Office 591648 January 1987 788
_g Yuraku Buldng BIF?
3 WNair Flatchebord SRC'RC
b 992.20 Office 480043 hae 1993 521
BIF8
K&Y Building Office
(Southemn Plaza) Retail Shops
e SRC
1,235.16 /Ruesidential 639942 Augrust 1992 505
BIFI1
Parking/
Storage
Farajuku I, Buikding
69967 | Retal Shops 381244 SRC Novanber 1985 1302
Oflice Fli
-3
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Office
KIYX Hamacho Retail Shops SRC
554.80 4,13347 Scpiember 1993 12.10
Building Residential B2ZF10
Paking
Office
SRC
FIK. Minanm Acyama 36947 1 Retal Shops 1,92698 BLF Navanber 1988 637
Residential
KIOX Funabashi Office SRC
1,18041 5.970.12 April 1989 111
Building, Retail Shops BIF8
SRC-RC-S
Kanda Kihara Building 41018 Office 23939 \F8 May 1993 1428
B
Office
SRC-S
NNK Building 38363 | Retl Shops 259488 o June 1992 816
Residential
Koishikawva Yoshida Retail Shops SRC
404.89 1,866.58 October 1992 1147
Building Office BIFY
Other Office
SRC-S
Regjonal 1393663 | Retal Shops 79.827.08
Portus Center Building B2F25 September 1993 349
Arcas Note Ty /Storage (Note 7) 7
. (Note
Parking
Hakata-Ekimac Dai-2 SRC
866.00 Office 184601 Seplember 1984 069
Building 9
Total of 15 Office Bildings | 5, 409 — 4642770 ) Average of 74 yis —
Tokyo Retadl Shops
o SRC-S
Metropolitan | Storia Sirokane 1,197.13 Residerttial 5,750.05 February 2003 177
B2F13
Area complex
Resident
Tre di Casa N fmarnd RC
76170 conmplex 198614 February 2004 74
Aoyama BIF6
Retal Shops
Residertial RC
Cownt Mejiro 1,58191 33607 March 1997 574
conplex BIF3
Residential RC
Apartments Moloazabu 63941 168514 Jaruary 2004 624
complex F11
% Apartments Wakamatsu Residential RC
E 4242 1.858.51 February 2004 7.56
E Kawada complex F12
] Cotat Residential SRC
8 26085 1,72796 February 2004 13.44
_g Nihonbashi-Hakozaki complex F12
Residential RC
Side Denenchoti 1.326.57 243352 February 1997 10.39
complex F&
Secourt Residential RC
36683 1.73871 MNarch 2003 19.45
Yokoharmna-Kanna I complex F11
Residential SRC
Court M otoasakusa 20124 1.585.65 Janary 2005 990
complex F13
Residential RC
Swona Todoroki 95998 Residential 143735 . Diecember 2002 5.40
BIF3
complex
Residential RC
Bloom Omotesando 33296 699.14 AMarch 2003 6.55
complex BIF3
_4 -
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Clair Court Rokakiouen LH987 172748 August 1998 818
complex F3
Residential
Fhanan Heimn SRC
174.44 complex L4425 Decamber 2004 1219
Okachimachi F14
Retail Shops
Residential .
R
Court Shinhasla 303.58 commplex 1212714 December 1997 932
F6
Retail Shops
] Residential RC
Court Suitengu 4379 1,001 82 Ty 2003 11.89
complex F7?
Other @ RC F6
. Residens
Regional Venus Hibarigaoka 8,595.00 e 1497625 @ RC F5 March 1989 648
conmp
Arcxs @ RC F6
Resideniial
complex SRC
Abrcast Hara 39717 ) 1,563 .47 February 2000 1334
Retail Shops Fll
Office
Residential RC
Abreast Hiabani 88915 1,867.75 March 2000 13.56
complex F7
Total of 18 Residerntiad Properties | 50 44090 — 4811230 — Averageof 52y1s -
g | Tokyo SRC-RC-S
k- Jinan-zaka Frame 1,24051 | Retail Shops 630258 March 2005 620
g. Metropolitn B2F7
- I e Yoyogi M Puilding 2874 } Retol Shog 1,269.06 SRC August 1991 959
"oyogi 2691 gust .
& (Note 8) Office Fg
Total of 2 Rel Propertics 146925 — 757164 — Average of 39yTS —
589
Total of 35 propertics 4638946 — 211164 — Averageof 12318
(Note )
Nofes:
. Site area data is based on figures recorded m the land register and includes relevant figures in the case of leaschold land. Data may not match with

the actual anrrnt status.

2 Usageisbased on data recorded n the land register. All types of usc are reported in the case of multi-purpose application.

3 lotal floor space is based on figiwes recorded m the land register and does not michude related structures. The total floor space for the entire
buildings is reported for compartmentalized ownership.

4 lypeof stucture data is based on data recorded in the land register. The following abbreviations are used toreport data relating to structure and
the number of floors:

5 SRC: Steel-Reinforced Concrete; RC: Remforced Conerete; 8: Steel Frame: B: Below Ground Level, F: Above Ground Level. For example:
B2F%: Two lloors below ground kevel and nine floos above ground level,

6. Completion date is the date of construction comipletion recorded in the land register. Average age subtotal and total data is calculated wsing the
weighted-average based on acquisition prices as of April 30, 2006.

7 Probable Maximum Loss (PML) data is based on a survey provided by Sompo Japan Risk Management, Inc. as of March 2006.

8  Compartmentalized building ownership includes the site area relatng to site rights and the otal floor space for the entire building, structure and
nurnber of floors.

9. Includes site area applicable to leaschold portions

10.  The portiolio PAML applicable to all 35 propertics.

92




Individual Real Estate and Property Information

The Investment Corporation has acquired trust beneficiary interests in certain properties. Details of individual real estaie held in trust are
provided i the individual tables that follow. An explanation of certam items is also provided as follows.

a) General Description of Specified Asscts
“The acquisition price is the price at which the Investiment Corporation acquires each trust beneficiary mterest and is the price recorded on
cach relevant sales agreement excluding taves. Amounts of less than one million yen have been rounded down

The appraisal vahue (end of the second fiscal period) is the amourit recorded in relevant appraisal reports prepared by appraisers inchuding
Japan Real Estate Institute, Tanizawa Sogo Appraisal Co., Ltd., Daiwa Real Estate Appraisal Corporation and Nippon Tochi- Tatemono
Limited in accordance with the appraisal methods and standards identified in the Investment Corporation’s Artteles of Incorporation and
standards provided by The Investment Trusts Association, Japan.

The: location (address) is the residential address details In the event a residential address is vet to be determined, local details will reflect
details recorded in the land register. In the case of more than one building, the residential addresss tor one of the buddings will be provided.

The site area data for land is based on figures recorded i the land register and inchudes relevant figures in the case of leaschold land. Data
may not match actual current status. Compartmentalized ownership building includes the entire site area relating to site rights.

Usage ot'the property is provided in accordance with classifications identified in Article 8 1-1 of the Urban Planming Law (Law No. 100 of
1968)and subsequent amenchiments.

The floor area ratio is the total site area for butkdings as a ratio to the total sl srea, pursuant to Article 52 of the Buildings Standards Law
{Law No. 201 of 1950)and subsequent amendments. The figure provided is the maximm ratio classified by usage pursuant to city planning
guidelines.

The building coverage ratio is the site area applicable to buildings as a ratio (o the site area, pursuant o Article 53 of the Buildings Standards
Law, The figure provided is the maxmmium ratio classified by usage pursuant to city planning guidelines.

Type of structure is based on data recorded m the land register. Type of structure for the entire building 1s provided for compartmentalized
ownership building.

Completion date is the date of construction completed recorded i the land register

Total floor area is based on figures recorded in the land register and does not include related structures. The total floor area for the entire
buildings is reported for compartmentalized ownership.

Usage of the property is provided in accordance with classifications identified in the land register

Type of residential property is reported i accordance with classifications provided under imdividual mvestiment standards. For buiklings that
are comprised of a number of classification types, (he main classification is recorded.

b) Related-Parties
The Investment Corporation enlers into property management agreements with leading property management companies tor cach

mvestimant property. The names of relevant property management compeanics as of April 30, 2006 are recorded.

The Investment Corporation enters into master lease agreements with master lease companies for cach of its investiment propertics. The
names of relevant master kease companies as of Apil 30, 2006 arc recorded.

.6.
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¢) Special Considerations

Tterns of importance that may impact ownesshup rights, usage, appraisal, profitability and salability of real estate held in trust as of the date of
this document are recordexd in special considerations

d) Other
Explanatory notes for individual items relating to individual real estate and property mformation (real estate held in trust) are recorded m
other.
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Belles Modes Building (Office Building)

2. The maximuim buildmg coverage ratio is 100% (Article 53 4 of the Building Standards Law;, Fire proof buildng).

Typeof
YOl | Trust beneficiary nterest in real estate AcquisitionPrice | ¥5,950 millions
Specified Asset ’
Date of Appraisal Viatue (End of .
. N ber 1, 2005 . . ¥6,040 millions
Acquisiton | o the Sccond Fiscal Period) | 1 O
Location
334 Kojimachi, Chiyoda-ku, Tokvo (Note 1)
(Address)
Site Area 61217 m Usage of the Property | Commercial district
Land Typeof ) . Floor Area Ratio/ Building
. Pro ersh RO0%4/80° Ie 2
Owrnership PrIclLy ouTersip Coverage Ratio or80% (Nole2)
Flat-rooled, stecl-frame
Typeof remforced concrele Comletion Date 17.19%4
Structure structure; 2 underground ompieion May 17,
Building o and 9 above-ground floors
‘otal Floor
532381 Usage Offices, Retail Shops
Area
Type of . .
Ovwnership Proprictary ownership — —
Proy Mimag v/
Trustee | Mitsubishi UFJ Trust and Banking Corporation perty Y| Kenadix Advisors Co,, Inc.
Master LeascCompany
Special N
Considerations |
Notes :
Other 1. The residential address of the Property is yet to be determined.

Nihonbashi 313 Building (Office Buiding)

Typeof
Sm;gd(;w “Trust beneficiary mterest in real estate AcquisionPrice | ¥5,940 millions
Date of Appraisal Vatue (End of
CO | August1,2005 pprassal Value (Endot | o o iltions
Acquisition the Second Fiscal Period)
Location
A ) 3-13-5 Nihonbashi, Chuo-ku, Tokyo
Site Area 1L,47.72 m Usage of the Property | Commercial district
Land Typeof ) . Floor Area Ratio/
Pro y ownersh BOUY%6/809 te 1
Ownership prietary ownership Building Coverage Ratio 0% (Note 1)
I lat-roofed, steel-frame
Type of reinforced concrete . .
’ Completion Date April 16, 1974 (Note 2
Structure structure; 2 underground and ompietion L pril 16, (Note2)
Building _ 9 aboveground {loors
fotal Floor | ¢ 61309 nt U Ofli
Area BoLY m sage ice
Typeol cxshi
Crnership pricry Ownersip B B
Trustee Mitsubishi UFJ Trust and Banking Corporation Property Minagament Kaedix Advisors Co, Inc,
Master |easeCompany
Special
Considerations None
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Notes:
1. The maximum building coverage ratio is 100% (Article 53 4 of the Building Standards ]aw, Fire proof building )
Other 2. The building was constructed prior to the implementation of new earthquakeresistance standards. However, ina
report prepared by Nihon Sekket, Inc., the building was confinned as being in compliance with new
earthquake-resistance standards.
Sogo Hirakawacho Building (Office Building)
Typeof - . -
Spa.ﬂT; Asset Trust beneficiary mierest i real estate Acquisition Price ¥5,180 millions
Date of Appraisal Vialue (End of -
5 ¥5,230 millio
Acquisiton | 8" 2% the Second Fiscal Period) | 2 "
(I;\Oca“"‘n) 14412 Hirakawacho, Chiyoda-ku, Tokyo
Site Arca 101385 ol Usage of the Property Commercial district
Land Type of , Floor Area Ratio/
- fetary ow 600%/809 1e
Ownership Proprictany ownership Building Coverage Ratio 7o/80% (Notc)
Flatroofed, steel-frame
T f reinforced concrete
Ypeo oreec cone CompletionDate | March 17, 1988
Structure structure; 3 underground and
Building i 10 above-ground floors ‘ . o
Total Floor 2 Office, Retail Shops, Residential
8,002.97 m Usage
Typeot
0\;\11,‘0 ip Proprietary ownership — —
Proj Mamn. t . .
Trustee Mitsubishi UFJ Trust and Banking Corporation Masp('tz:i’ Cﬂgo;np:)v Kenedix Advisors Co., Inc.
Special N
one
Considerations "
Note:
The Property was consiructed pursuant to the comprehensive destgn system (Article 59.2-1 of the Building Standards
Other Law and Enforcement Regulations [or the Building Standards Order No. 136). As a result, the floor arca ratio was
increased to a maximum of 658.31% [ollowing the construction of an open area for public use, The maximum
huilding coverage ratic is 100% (Article 53.4 of the Building Standards 1.aw, Fire proof building).

Higashi-Kayabacho Yuraku Building (Office Building)

fvpeol | o beneficiary interest in real esate Acquision Price | ¥4,450 millions
Specitied Assct
Dateol 1 s 1, 2005 Appraisil Value (Endof | o o
Acquisition ’ the Second Fiscal Period) ’
Location | | 15 25 Shinkawa, Chuo-ku, Tokyo
(Address)
Site Area ma3ni | UsageolthePropety | Commorcial district
Flat-roofed, stecl-frame
Building ypeot reinforeed concrete Completion Date January 7, 1987
Structure structure; 1 underground and
9 above-ground floors o -
FotaHoor—- 3 3648wt - - - - Huage Glice
.9.
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=TT T
Type of . .
. Proprietary ownershi — —
Ownership pren P
Pro Manag t/
Trustee | Mizuho Trust Co, Ltd perty Managament’ | 1 1edix Advisors o, Inc.
Master [ easeCompany

Notes:

1. On a stiuctural basis, the adjoinmg building is a part of the Property.

2. Approval has been provided to allow users of the adjomning buildmg to utilize common use areas of the Property.

Soecial The Ivestment Corporation receives a fee from the owner of the adjoning building accordingly. Renovation and
Pec ) other changes to common and other areas of the Property are subject to acknowledgement from the owner of the
Considerations C -
adjoming building.

3. The Tokyo Metro Tozai Line nuns beneath the roadway on the southem side of the Property. In the event of building
construction withm a distance of 20m from defined subway boundaries, the Investiment Corporation must provide
prior notification to Tokyo Metro Co., 1td. and commence prior discussion for approval.

Other Note:
‘The maximum building coverage ratio is 100% (Asticle 53.4 of the Building Standands Law, Fire proof building )
Noir Hatchobon (Office Building)
T¥peol | o bancliciary interest in real esate AcquisionPrice | ¥3,680 millions
iciary in on ¥3,
Specified Asset o
Dateof Appraisal Value (End of .
ugust ¥3
Acquisition | Ut 1, 2005 the Second Fiscal Period) | 000 millions
Location
1-17-25 Shinkawa, Chuo-k1L, Tokyo
(Address)
Site Area 99220m Usage of the Property | Commercial distriet
Land Typeof . . Floor Area Ratio/
Proprietary ownershy 600%/809 te
Ownership ownesup Building Coverage Ratio ¥o/80% (Not)
Flat-roofed, steel-frame
reinforced concrete
Type of structure, remnforced
SYpeo > o CompletionDate | June 30, 1993
Structure concrete structure; 1
o underground and 8
e sbove ground floors e
Total Fl . X
GRETIOT ) 480043 nd Usage Oflice
Am [, PR . e - - e — —— - e e—— -— P
Type of Proori nersh
' ownershy — —
Ownership prictary P
Tiustee Mitsubishi UFJ Trust and Bankmg Corporation pety agamer Kenedix Advisors Co., Inc.
Master LeaseCompany
Special
Considerations None
Nole:
Oth The maximum building coverage ratio and floor area ratio are 100% (Article 53.4 of the Building Standards Law; Fire
“ proof building y and 480%6, respectively. Generally, the floor area ratio is set at 60094, however, standarnds relating to
road frontage width (8.0m x 60%) take procedence.
K&Y Building (Southem Plaza) (Oflice Building)
Typeof _ . N -
pri-ﬁ}::ed/\mcl Trust bencliciary nterest in real estate Acqusition Price -‘{-2,‘533 millions

-10-
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Property crosses over two different classifications. Accordingly, the maximum building coverage ratio is 85.97%
(Article 53.2 of the Building Standards Law, Fire proof building).
2. The building is subject to compartmentalized ownership. Usage is recorded for respective owners.
3. The building is subject to compartmentalized ownership. The trustee, however, holds the entire property.

Dateof Appraisal Value (End of
ol st 1,2005 hue (Endot 1]y, 500 miltions
Acquusition the Second Fiscal Period)
Locati
(:Ca O“) 3-30-4 Honcho, Nakano-ku, Tokyo
Commercial district, Category |
Site Area 123516 m Usage of the Property exclusive district for medurm-and
igheri idential
Land e oo Jighriseresidentiad
. prictary ownership .
Type of . Floor Area Ratio/
v { site rights 500% - 200%6/80% - 609 te 1
Ownership (Percentage of sit rights Building Coverage Ratio % Hol80%-60% (Note 1)
100%)
Flat-roofed, steel-frame
Typeof reinforced concrete )
' Completion Date August 27,1992
Structure structure; 1 underground and erpieton L ?
s 11 above-ground floors
B-u‘ldmg ............. .. rmnesam e e LT
Total Floor 639942 o U Office, Retail Shops, Residential,
; ¢
Ara | e - Perking, Storage (Note2)
Type of Compartmentalized
Owneyship ownership (Note 3)
Pro Manag v/
Trustee | Mizuho Trust Co., Lud perty 0:::;} Kenedix Advisors Co, Inc.
Special
Considerations None
Notes:
1. The Property was constructed pursuant to the comprehensive design system (Article 592-1 of the Building
Standards Law and Enforcement Regulations for the Building Standards Order No. 136). As a result, the floor area
ratio was increased to a maximum of 499.79% following the construction of an open area for public use. Use of the

Harajuku FF. Bulding (Office Building)

Typeof

Trust beneficiary mterest in 1ea] estate Acquisit