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TOKYU REIT

1. Rationale of the Long-Term Investment Management Strategy (Surf Plan)
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Real estate prices are derived from the income capitalization method,
but are believed to tend to react to changes in the real estate finance

attitude in the medium to long term
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TOKYU REIT adopts a“Low Cap Portfolio Strategy”
Lax
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Long-Term Investment Management (Surf Plan)

Value & Contrary l

Focusing on the cyclicality of real estate prices, TOKYU REIT secures capital gains while
interchanging properties, and achieves improvement of both portfolio quality (rejuvenating average
age of property) and adjusted ROE
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Concept of Long-Term Investment Management Strategy
(Surf Plan)

Long-Term View Contrarian Flexible

Investment LTV Control

Strong B/S even during
economic downturns

LTV during
Portolowith Acquisitions during | GRARE (NGRS
appreciated properties economic downturns - P
(low price) Low = High
Low leverage at bottom of . .
economic cycle (or raise equity)
Portfolio with permanent
competitiveness through _ » _
assetreplacements Dispositions during LTV during
boom periods boom periods /

Sell old properties (high price) loose credit periods

i i High = Low
Invest in highly competitive (capital gains) g
properties in areas with strong
growth potential

Target higher adjusted ROE performance

DPU might fluctuate, treat distribution of capital gains as a share buyback Strengthen financial capability
to measure performance since J-REITs have no legal framework for share for economic downturns
buybacks or stock dividends.

*This page represents the view of Tokyu REIM.
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Long-Term Investment Management Strategy
(Disclosed Sep. 14, 2009): What Changed?

Style
Before I Long-Term Investment Management Strategy I

Dollar cost »

Value &  Contrary

Timing
Before I Long-Term Investment Management Strategy I

Acquisition
phase

Preparation
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Selling
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Adjusted ROE Matrix

Distribution per Unit after Deduction of Capital Gain

Cumulative Capital
Gains Going Forward
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¥10,000

ltem Amount

Capital (¥ mn) a 98,020
Capital Gains (¥ mn) b 12,716

Yokohama Yamashita-cho

Building (Barneys New York 1,637

Yokohama Store)

Resona Maruha Building 18,259

Ryoshin Harajuku Building -7,180
Adjusted Capital after Deduction c=a-b 85.304
(¥ mn)
Outstanding Units (Units) d 169,380
Adjusted Capital per Unit (¥) e=c/d 503,624
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Rationale of the Surf Plan:
Awareness of Issue of the Amplification Effect of Cyclicality

Economic trends /

new supply
Cyclical /‘\ /\
performance of the \/ \/
leasing business

Amplified
o . performance of real
“Cycllcalltyd: Reﬁurrlnfg cycles ?f estate investment

strong and weak performance + managers

Pro-cyclical lending /" \ /~ N\

attitude of financial U \/

institutions

*Pro-cyclicality = Amplification

effect of the cycle I

Revenue performance volatility is

Pro-cyclical amplified.

investment behavior /\ /\ ‘
of real estate \/ \_/

investors

Cannot be called stable

*This page represents the view of Tokyu REIM.
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Compression Effect of Cyclicality:
Objective of the Surf Plan

Cyclical
performance of the
leasing business

Pro-cyclical lending
attitude of financial
institutions

Counter-cyclical
investment behavior of
TOKYU REIT which
runs contrary to the
market
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\_/ \_/ Compressed

cyclicality of TOKYU
REIT’s performance

(goal)

By adopting an investment behavior that runs
contrary to the market, revenue performance

/N /\ volatility can be compressed.

A $

Matches a REIT that aims for
stable growth
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TOKYU REIT

2. Governance



Governance Structure

Tokyu REIM

Shareholders l

Auditor l

Investment Committee

President and Chief
Executive Officer (CEO)

Auditor:
Ernst & Young
ShinNihon LLC

Auditor Office

Compliance and
Risk Management Committee

Disclosure

Committee

q
)
<

> E <:..|1D:»

Chief Compliance Officer (CCO)
Compliance Department

TOKYU REIT

Accounting Auditor

Unitholders’ Meeting PricewaterhouseCoopers Aarata

Board of Directors '

Executive Director:
Masahiro Horie

Supervisory Director:
Giichi Yanagisawa '

Legal Advisor:

I

I

I

Maruhito Kondo Mori Hamada & Matsumoto |
1

_____________________________

Board of Directors

Function: Decision-making on management strategy

Members: CEO, 2 director (full-time), 3 directors from the sponsor
(part-time)

Compliance and Risk Management Committee

Function: Advisory on compliance and risk manaaement

| Members: Part-time directors (2) External committee members (2)
Chief Chief
Investment Officer Financial Officer
(CIO) (CFO) Investment Committee
| . . . .
: - . Function: Advisory on investment decisions
Asset Pﬁ;ﬂggg Pﬁ;{ggg Members: Representative director (chairman), directors (4),
ran | Sient | -ment | Business - Saf%ffaﬁtdmg Corporate appraiser (1)
saction® ' piy | | piv.1l | Planning & Engineering | Secretary
Checked by external directors / committee members and two different auditors |
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Related Party Transactions

B Development of self-imposed rules on transactions with Related Parties and measures to avoid conflicts
of interest through multiple checks

Rules to Avoid Conflicts of Interest

Rules for Transactions with Related Parties

Acquisition / Disposition Property Management

> Acquisition Price = Appraisal by Third » Fee Opinion from Third Party » Appropriate Rent Level

Party = Disposition Price » Performance Check » Disclosure of Leasing Conditions
» Second Opinion for the Appraisal by Third

Party

Double Checks for Due Process

Investment Management Company Level

B Check by third party (auditor) submitted to the Board B Prior approval of the Board of Directors only by
of Directors and Compliance Department independent supervisory directors

Timely and Proactive Disclosure of Transactions and Rules

2011/9/13 prepared The information contained in this document is unaudited and we do not undertake its accuracy or reliability. For other important reminders, Please refer to the last page of this material.



Risks of REIT and Governance

REIT takes 4 risks, which Management and Governance must control

Leasing Business Acquisition Price Management

Risk Risk Debt Risk Risk

N

Management's

Risk Management by REIT Manager BRI iscipline

und Governance

2011/9/13 prepared The information contained in this document is unaudited and we do not undertake its accuracy or reliability. For other important reminders, Please refer to the last page of this material.
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TOKYU REIT

3. Others
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Structure of TOKYU REIT, Inc.

P

Investment

Rental and
Other Income
1T

Investment Property

A

Property Management

Property Management

Company Instructions
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<

General Meeting of Unitholders

TOKYU REIT

Board of Directors

Masahiro Horie, Executive Director
Giichi Yanagisawa, Supervisory Director

Maruhito Kondo, Supervisory Director

Investment
Management
Outsourcing

e Functions
Qutsourcing

Y

Investment Management
Company

< Tokyu REIM

Tokyu Real Estate Inv:stment Management
Tokyu Real Estate
Investment Management Inc.

<€

Administrativ

Accounting Auditor
Aarata Audit Firm

Tokyo Stock Exchange

Investment

Investme
nt Unit

Cash
Distribution

Funds
Procurement

Unitholder
Purchase
and Sale
Unitholder
Purchase
and Sale

Unitholder

-

Financial Institution

Asset Custodian
Mitsubishi UFJ
Trust and Banking
Corporation

General Administrator
Mitsubishi UFJ
Trust and Banking
Corporation,
and
The Sumitomo Trust
and Banking Co., Ltd.

TOKYU REIT, Inc.

Listed:

Units Outstanding:
Accounting Period:
Executive Director:
Supervisory Director:
Supervisory Director:
Auditor:

9/10/2003

169,380 units

January and July
Masahiro Horie

Giichi Yanagisawa
Maruhito Kondo
PricewaterhouseCoopers
Aarata

Tokyu Real Estate Investment Management Inc.
Financial Instruments Dealer (Kanto Financial Bureau (Kin-sho) No. 360)
Member of the Investment Trusts Association, Japan

Established:
Business:

6/27/2001
Investment management

Paid-in Capital: ¥300 million

Shareholders:
Auditor:

Tokyu Corporation (100%)
Ernst & Young ShinNihon LLC

The information contained in this document is unaudited and we do not undertake its accuracy or reliability. For other important reminders, Please refer to the last page of this material.
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Social and Economical Responsibilities of REIT

nhance

discipline anc

[ er . [e CA = CA [ CA f [ ' 1f [
idity and pulling ou mall-lot investment
asset deflation distributions
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Endless responsibility remaining with REIT managers

d Real £Sstate Valuatio
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Modernization of the Real Estate Market (Social and Economical Role of REITS)

Prior Japanese Real Estate Marketl

- A market lacking transparency where transaction information was not disclosed
- Disparities found in the information was the source of the real estate business

Arrival of

REIT

Increasing transparency Increasing discipline
*Real estate investment management

- Purchase and sale information business from the financial business

- i perspective
Appraisal value *Enhanced scope and accuracy of due
*Occupancy ratg diligence
-\Earthquake resistance ) -Documentation of the decision-making
Y process for investment decisions,

management instructions, etc.

Sufficient disclosure

Japanese real estate
becomes a target for
investment, after having

been atarget for
speculative trading

€ INTIOW OT domestic/toreign capital 1o tne real esta

improvement of liquidity

The information contained in this document is unaudited and we do not undertake its accuracy or reliability. For other important reminders, Please refer to the last page of this material. 16
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Growth and More Efficiency of Japanese Economy

Enhance potential growth of Japan through REIT’s investment activities |

Acquisition

ﬁ Capital ’
Domestic Japanese

& Int’l

Industrial Companies

' (Corporate Sector)
Real Estate
Capital l 1Return

Additional Capital
Expenditure in Core Business

REIT

|

Real Estate

i High-quality fundin
Quality gh-qualtty g

) . y
Capital quality management
and IR initiatives

Professional services
to increase efficiency

REIT continuously supplies funds for Capital Expenditure for Core Business of industrial Corporation
(Corporate sector), by underwriting Commercial Real Estate.
This will increase productivity of the corporate sector and enhance potential growth of Japan

*This page represents the view of Tokyu REIM.
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Japanese Potential Growth and
Social Responsibility of REIT Managers

Potential Growth of the Japanese Economy (as of 2008/8/6) (Unit: %)

Contribution
Potential Growth

Capital Input Labor Input

1988~1992 2.2 0.1 1.9 4.1
1993~ 1997 1.4 -0.2 0.5 1.7
1998~2002 0.6 -0.4 0.6 0.8
2003~2007 0.4 0.0 0.9 1.3

Source: Cabinet Office

*TFP: Total Factor Productivity

* All figures are 5 year averages (annual figures not disclosed)
* Real GDP calculation changed in December 2004 from a fixed base method to a rolling method (base year changes every year)

* With the aging population and falling birth rate, the potential growth of the Japanese economy
will not be supported by growth in the work force. Capital efficiency must drive increased
Productivity. REIT contributes to this effort and hence offers a societal benefit

*Comments by Tokyu REIM

2011/9/13 prepared The information contained in this document is unaudited and we do not undertake its accuracy or reliability. For other important reminders, Please refer to the last page of this material. 18



Why Office and Retail? (1)

B TOKYU REITis structured to make selective investments in highly competitive
properties including both office and retail, in order to balance strong growth
potential and stability. This helps develop resistance against interest rate

movements.

Time Lag of
Office Rent and
Occupancy Movement

to the Economy

Simultaneous
Movement of Hedgi_ng of Intere§t Rate
I — Risk by Top-line
Urban Retail Rent Management to Avoid
| ]

Excess Dependency on
and Occupancy P y

Debt Financing

to the Economy

Built-in Stabilizer Function by Combining Office and Retail l

* This page represents the view of Tokyu REIM
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Why Office and Retail? (2)

Enhanced Opportunity of
Acquisition and

Offices’ flexibility Retail as a Specialty Replacement
To maintain Volume I Tokyu’s Competitiveness
In the Acquisition in Management Realized Competitiveness

of Tokyu in
Retail Management

Strategic Resource Allocation with Experienced Staff
who have various Skills, Know-how, and Experiences in AM/PM Companies

On the other hand, Tokyu REIT does not invest in hotels and
residential properties which show different risk-return profile to
officelretall

* This page represents the view of Tokyu REIM
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How to Achieve Our External Growth?

TOKYU REIT
has realized this
virtuous cycle

New Acquisition and

Capital Expenditures in Existing Properties

. 2

Improved Portfolio Risk Reduction by

Asset Expansion Quiality Diversification

Fund Management Efforts
=Improvement in governance
=Improvement in compliance
=Higher transparency, accountabilit
Enhancement of disclosure, IR

Reduced Risk Premium

Internal

Growth

@) Improved Market Reputation
8 Improved Valuation Methodology )
c (Expected Dividend Yield and Improved Credit
Q_J others)
=
s ] ]
=)
Cheaper Equity Financing Cheaper Debt Financing

1. Higher unitholder value than peers

Lower Cost of Capital
assuming the same cap rate

‘ on properties

Enhanced Competitiveness in Property Acquisition

I properties better than peers can

More Opportunities of High-quality Property Ac@

* This page represents the view of Tokyu REIM

2. Can acquire lower cap, quality
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How

to Achieve Our Internal Growth?

Collaboration with the Sponsor (PM)

Optimal Invest Management

Improvement in Various Arrangement of the Properties

Brand Strategy
Improved Tenant Increase in Rent
Active Tenant Relationship Satisfaction \ (Increase in Rent per

Unit)
/' (Improved Occupancy
Tenant Marketing Promotion of New Tenants Rate)

Increased Cash Flow

Management Cost Reduction > /
Reduction of Repair and Cost Reduction
Maintenance Cost
Effective Capital Expenditure

Enhanced Competitiveness

Increase in Appraisal Value

in Real Estate Management

(Legal mgmt, leasing conditions, etc.)

Growth by Areas’ Performance

2011/9/13 prepared

Decrease in Risk

i ] of Rent Revenues
Collaboration with the Sponsor
(Development)

Developments in Target Areas
(Reinvestment of Capital)

Lower Cap Rate

Increase in Liquidity
Enhanced Growth of of Real Estate Asset

Improved Performance of the Areas
the Target Areas

Enhanced Demands
In the Target Areas

* This page represents the view of Tokyu REIM
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Measures for Making REITs Familiar Among Individual Investors and Pension Funds

ETargeting Individual Investors

» By enhancing the website and holding individual investor explanatory meetings, continue disclosing
information targeting individual investors

Status of IR Activities Targeting Individual Investors

Legal Disclosure Website Explanatory Meeting
Financial Reports Semiannual Report
Preliminary Financial Reports Presentation Material and Databook ndividual investor explanatory meetinds
Disclosures at the Tokyo Stock Audio transmission of analyst meeting P Y g
Exchange as needed Other disclosure information since listing

*Actual individual investors, including investment in REITs, comprise the largest proportion of TOKYU REIT unitholders

WTargeting Pension Funds
»Win trust through high-level governance that can withstand long-term investment and through disclosure
v/ Stringent governance to maximize supervisory function of the Board of Directors and
Supervisory Directors

v To ensure transparency, proactively disclosure material information in a timely manner which
is deemed useful and appropriate for investors, in addition to legal disclosure

»Improving liquidity of investment units by expanding the scale of the portfolio is indispensible

*Foreign pensions are already counted among the major unitholders of TOKYU REIT

*This page represents the view of Tokyu REIM
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Disclaimer

m This document is solely intended to provide information and is not intended to solicit securities or special product transactions.

m In addition to information on TOKYU REIT, Inc. (“TOKYU REIT"), this document includes charts and data prepared by Tokyu Real
Estate Investment Management Inc. (the “Investment Management Company”) based on data/index and other information released
by third parties. Also, analyses, judgments and other views of the Investment Management Company on such information at the
moment are included in this document.

m The Investment Management Company is a financial instruments dealer under the Financial Instruments and Exchange Law (Kanto
Financial Bureau (Kin-sho) No. 360).

m The information contained in this document is not audited and there is no assurance regarding the accuracy and certainty of the
information. Analyses, judgments and other non-factual views of the Investment Management Company merely represent views of the
Investment Management Company as of the preparation date. Different views may exist and the Investment Management Company
may change its views in the future.

m Numbers for the same item may be different from other disclosure materials due to difference in rounding.

m Although much attention has been paid to the inclusion of all relevant information in this document, there may be errors and omissions.
Therefore, they are subject to correction or amendment without prior notice.

m TOKYU REIT and the Investment Management Company assume no responsibility for the accuracy of data, indexes and other
information released by third parties.

m This document contains forward-looking statements, such as current plans, strategies and future performance. These forward-looking
statements are based on judgments obtained from currently available information. Please be advised that, for a variety of reasons,
actual results may differ materially from those discussed in the forward-looking statements. Events that might affect actual results
include, but are not limited to, fluctuations of the real estate market in Japan, general conditions of the Japanese economy,
competitive pressures and relevant regulations.

m Dates indicated in this document may differ from business days for the convenience of preparing charts.

m This document is a translation of the original document in Japanese and is prepared solely for the convenience of non-Japanese
speakers. There is no assurance as to the accuracy of the English translation. The original Japanese document shall prevail in the
event of any discrepancies between the translation and the Japanese original.

2011/9/13 prepared The information contained in this document is unaudited and we do not undertake its accuracy or reliability. For other important reminders, Please refer to the last page of this material.

24



