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* NAV = Net Assets + (Period-End Appraisal Value – Acquisition Costs)

** EPS of first fiscal period is calculated using the weighted-average number of 
investment units (98,000 units) for the actual number of asset management 
days for the period commencing September 10, 2003.

*** NAV per Unit = NAV / Number of units at the end of the fiscal period

FINANCIAL SUMMARY ■ 2nd Fiscal Period ■ 1st Fiscal Period

Financial Summary

2nd

   
¥122,583 million

¥111,740 million

  ¥53,092 million

   
¥60,000 million

48.9 %

53.7 %

   
¥4,341 million

¥1,394 million

¥2,003 million

   
¥14,230

¥14,231

¥41,004 (Annualized)

   
¥643,097

¥541,756

1.03 times

15.68 times (Annualized)

4.44 %

   
¥118,461 million

¥103,050 million

  ¥50,537 million

   
¥56,700 million

47.9 %

55.0 %

   
¥2,896 million

¥930 million

¥1,397 million

   
¥9,488

¥9,488

¥36,123 (Annualized)

   
¥530,828

¥515,687

1.03 times

14.70 times (Annualized)

4.53 %

Valuations
Average Market Price per Unit

NAV per Unit***

NAV Ratio

FFO Ratio

Distribution Yield

Distributions
Cash Distribution per Unit

Net Income per Unit (EPS**)

FFO per Unit

Income
Operating Revenues

Net Income

Funds From Operations (FFO)

Debt
Interest-Bearing Liabilities

Total Assets Loan-to-Value (LTV) Ratio

Period-End Appraisal LTV Ratio

Assets
Total Assets

Period-End Appraisal Value

Net Asset Value (NAV*)
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On behalf of TOKYU REIT, Inc. (“TOKYU REIT”), I would

like to express my sincere appreciation to all unitholders

for their continued support and understanding. I would

also like to take this opportunity to provide an overview

of investment results and to present our operating

results for the second fiscal period, February 1, 2004

through July 31, 2004.

In the second fiscal period, cash distributions were

¥14,230 per unit, reflecting operating revenues and net

income of ¥4,341 million and ¥1,394 million,

respectively. Compared with cash distributions of

¥9,488 per unit in first fiscal period, the main reason

behind this significant increase was the actual number

of operation days. It was substantially 144 days in the

first fiscal period, whereas the second fiscal period was

182 days, the normal period base.

The addition of new properties including the Resona

Maruha Building (acquired on January 15, 2004) and

TOKYU REIT Shibuya Udagawa-cho Square (acquired on

March 1, 2004) has significantly driven up profits and

earnings. Add to these during the third fiscal period,

acquisitions of the Yokohama Yamashita-cho Building

(Barneys New York Yokohama Store) and the Beacon

Hill Plaza (Ito-Yokado Noukendai Store) on August 3,

Distribution of ¥14,230 Per Unit 

2004, which we decided to invest in during the second

fiscal period, our current asset scale increases to

¥124,730 million. This represents a rise of approximately

50% in asset scale from ¥80,300 million when TOKYU

REIT was listed. Asset scale at the end of the second

period was ¥110,160 million.

TOKYU REIT Shibuya Udagawa-cho Square is a

property formerly owned by Tokyu Construction Co.,

Ltd. Moreover, Beacon Hill Plaza (Ito-Yokado Noukendai

Store) was acquired by utilizing Tokyu Land

Corporation's information network. In addition such

collaboration with Tokyu group companies, we intend to

acquire a sound balance of properties from third parties

and Tokyu group companies to enhance the quality of

our asset portfolio while expanding asset scale.

During the second fiscal period, TOKYU REIT successfully

attracted a number of new tenants. Our most significant

achievement was the signing of leasing agreements for

one floor (approximately 1,650 m2) of the Resona

Maruha Building. More details are presented later in this

report. 

As two of the eight floors of the Resona Maruha

Building that we acquired under compartmentalized

ownership were vacant, the investment was considered

a relatively expensive proposition from the outset. In line

with our assumptions prior to the acquisition, however,

To Our Unitholders

Masahiro Horie,
TOKYU REIT, Inc.

Executive Director,

Tokyu Real Estate Investment Management Inc.

Representative Director & President, Chief Executive Officer

Sturdy Expansion in Asset Scale 
(External Growth) 

Attracting Tenants with Tokyu‘s Leasing
Capabilities (Internal Growth)
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To Our Unitholders

we were able to quickly find a tenant. As for the one

remaining vacant floor, we have received several

inquiries up to the end of September 2004, and we

expect to conclude a contract to fill the vacancy during

the third fiscal period.

I believe that this successful development reflects on

the competitive strengths of the property, as well as our

renovation planning capabilities and advanced expertise

in leasing. 

In accordance with initial plans, TOKYU REIT addressed

the extension of debt financing repayment terms and

the fixation of interest rates during the second fiscal

period. There was a concern that, should interest rates

hike in the near future, interest expenses would increase

for the short-term debt financing we have relied on for

acquisitions. Attending to this concern, on June 25,

2004, we repaid in advance all of our short-term debt

financing of ¥62,200 million, and newly acquired long-

term debt financing of ¥35,000 million and short-term

debt financing of ¥25,000 million, while settling the

remaining ¥2,200 million of previous short-term debt

financing with cash on hand. Subsequently, as described

later, we raised capital for the repayment of debt

financing, reducing the balance of short-term debt

financing to ¥8,500 million and establishing a ratio of

80% in long-term fixed-rate debt financing as of August

31, 2004. The varying durations of three, four, five, six

and eight years in repayment periods for long-term debt

financing will serve to constrain risks related to future

financing. 

Furthermore, although all of our properties were

collateralized for debt financing, TOKYU REIT has

converted entirely to non-asset-backed debt financing.

As a result, we are now able to rapidly build a financing

procurement system for acquiring new properties.

In addition to maximizing real estate leasing

revenues, TOKYU REIT also seeks to improve unitholder

value by ensuring liquidity, stability and efficiency in its

financing activities.

Certain properties in central Tokyo are trading at the

high end of the market, sparking concerns for the

formation of a bubble inflated by unreasonable

valuations. Some news media reports have cited REITs as

one cause of this phenomenon.

My thoughts on this topic are as follows:

First, with regard to these high-value transactions,

certain properties are indeed being traded at higher

prices than before. On the other hand, properties other

than prime real estate in central Tokyo are generally

trading at lower values than before, creating a

bipolarization of the market.   

Hence, are these property valuations unreasonably

high? In my opinion, the answer is a resounding no.

Generally speaking, there are three valuation

methods used to appraise real estate. The first is the

sales comparison approach, which derives valuations

from comparisons with neighboring properties and

historical transactions for similar properties. The second

valuation method is the cost approach, which adds

building construction and land costs, and then deducts

the depleted value of the property based on age. The

third is the income approach, which calculates the

Improving Unitholder Value Through
Innovative Financing

The Real Estate Investment Market

June 2004
Refinancing to long-term
debt financing of
¥3,500 million

August 2004
Repayment of short-term
debt financing with funds
from capital raised in public
offering

58%

80%

20%

42%

Short-
Term
Debt

Short-
Term
Debt

Long-Term
Debt

Long-Term
Debt

100%
Short-Term Debt

Ratio of Long-Term to Short-Term Debt



Why TOKYU REIT Limits Investment to
Certain Areas
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income that would be generated by the property after

acquisition. 

TOKYU REIT bases its investment decisions on the

income approach to real estate appraisal. However, this

approach has only begun to take hold in the real estate

investment market in the past few years. In my opinion,

REITs are in the position of promoting the income

approach while fulfilling their disclosure obligations to

investors. I believe the wider adoption of the income

approach is spurring the revaluation of real estate based

on the profitability of individual properties. As a result,

real estate values are changing, with the values of high-

earning properties rising and other properties

decreasing. Without a doubt, there have been some

inexplicably high transactions when viewed from the

income approach. Excluding these unusual cases,

however, I believe that current real estate values are

trending toward reasonable valuations based on

profitability, as opposed to reflecting “bubble economy”

prices.

For more than two years from the establishment of

Tokyu Real Estate Investment Management Inc. (“Tokyu

REIM”) to TOKYU REIT's listing on the stock market, we

meticulously formulated our investment policy while

surveying business viability. 

One aspect of the business viability survey we

conducted was a fundamental review of the real estate

market in Japan. For this, we relied on studies from

macroeconomic and microeconomic perspectives,

namely “The widening gap in population and economic

activity between Tokyo and other regions” and “The

growing gap between prime real estate and other

properties in Tokyo,” to determine our investment policy

of concentrating on competitive properties in the five

central Tokyo wards (Chiyoda-ku, Chuo-ku, Minato-ku,

Shinjuku-ku and Shibuya-ku) and the Tokyu areas,

which refers to the areas covered by the Tokyu rail

network, where we expect future growth. (Note:

TOKYU REIT acquires property in areas outside the five

central Tokyo wards and the Tokyu areas, but this

amount is limited to 15% of total investments.)

Other reasons why we chose these areas as the

primary focus of investment include being able to

leverage the information network of Tokyu group

companies while maximizing collaboration with them in

the area.

Some unitholders may be concerned about a lack of

latitude in management due to our concentrated focus.

Regardless, we have formulated an investment policy

that offers unitholders a readily comprehensible and

stable prospectus by limiting our focus. 

Our investment policy of focusing on office

buildings and retail properties also entails avoiding

To Our Unitholders

Growth potential
and stability of

investment returns

Investing in areas with growth potential

Low-risk, competitive properties

Balance growth potential with stability through dispersion of type

Collaboration with Tokyu Group companies

Five central Tokyo wards and the Tokyu Areas (more than 85% of total investment)

Minimum investment per property:  ¥4 billion
Large-scale office buildings:  Total floor space of 5,000 m2 or more
Location:  Within a seven-minute walk of the closest train station

Investment by type ratio: 60% office properties vs. 40% retail properties

Growth by improving added value in the Tokyu Areas
Property acquisition by “Pipeline Support” (first option in connection the sale of 
certain properties by Tokyu Corporation and Tokyu Land Corporation in the event 
they intend to dispose of properties to non-Tokyu group companies) and 
“Warehousing Functions.”

Investing in Competitive Properties in Growth Areas
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investments in hotels, residence and other properties,

and is based on strict internal rules governing related-

party transactions with Tokyu group companies. 

As of September 30, 2004, the number of REIT

funds had increased to 14 in Japan. Amid intense

competition among REITs to attract investors, TOKYU

REIT takes pride as being one with highly distinctive

traits, separating it from the competition.

On July 1, 2004, TOKYU REIT‘s Board of Directors

passed a resolution for the additional issuance of 44,000

investment units. Of this amount, 2,000 investment

units were allocated to third parties for over-allotments.

With the ¥27,742 million in capital raised, TOKYU REIT

acquired the Yokohama Yamashita-cho Building

(Barneys New York Yokohama Store) and the Beacon

Hill Plaza (Ito-Yokado Noukendai Store), and pared

down short-term debt financing. As of August 31,

2004, debt financing stood at ¥43,500 million. 

For the third fiscal period, ending January 31, 2005,

TOKYU REIT estimates operating revenues of ¥4,904

million, net income of ¥1,775 million and cash

distributions of ¥12,500 per unit. 

We estimate a decline in cash distributions per unit

compared with the ¥14,230 per unit in the second fiscal

period due to an increase in the number of units issued

from the additional issuance of investment units at the

start of the third fiscal period. Since the number of

investment units would not increase if properties were

acquired through debt financing, cash distributions per

unit should increase, but an increase in debt financing

would make ensuring the health of the REIT fund more

difficult. 

In order to limit the financial impact of risks such as

interest rate fluctuations, our policy is to limit the ratio

of interest-bearing debt to total assets to 60% or less.

The capital increase, at the start of the third fiscal

period, is to ensure the soundness of our REIT fund and

provide sufficient maneuverability for property

acquisitions through debt financing. 

Through capital increases and by listing on the

market, TOKYU REIT has raised a total of ¥77,860

million in capital. By investing in competitive properties

located in areas with growth potential, we aim to

maximize unitholder value by ensuring stable revenues

and distributions. We ask for the continued

understanding and support of our unitholders. 

October 2004

To Our Unitholders

Issuance of New Investment Units and
Third Fiscal Period Outlook

Masahiro Horie
In his role as president of REIT’s investment
manager, Mr. Horie draws on the wealth of
experience he has accumulated throughout his
career.

1984
Entered Tokyu Corporation
Posted to Saginuma Station, conductor servicing the
Den-en-toshi Railway Line.

1985
Participated in development planning of the Tama Den-
en-toshi area, undertook broad-based studies of the real
estate business.

1986
Logistical support in Japan for overseas real estate
development projects located on the west coast of the
United States and Hawaii. Participated in broad-based
activities including investment decision making,
development, management, purchase and sale of resort
facilities, commercial facilities, hotels, office buildings
and residential properties.

1989
Transferred to hotel management company domiciled in
Honolulu, Hawaii. Engaged in business activities relating
to finance, legal and development planning. Engaged in
support work for private trustee. Served as assistant
trustee.

1994
Posted to the Finance & Accounting Division of Tokyu
Corporation. Engaged in activities relating to capital
markets and the issue of ordinary bonds in Japan.

1996
Posted to the Group Controllers Division. Participated in
formulation and reorganization plans of a number of
Tokyu group companies.

1999
Appointed to the Group Restructuring Strategy &
Investor Relations Division. Engaged in restructuring
Tokyu group businesses and formulating group company
financial measurement indicators, M&A, share exchange
and investor relations activities. Promoted REIT business
proposal as part of the Tokyu Group’s Management
Policy announced in 2000, commenced REIT business
feasibility study.

2001
Posted to Tokyu Real Estate Investment Management
Inc. (Tokyu REIM) at the time of company incorporation.
Appointed Tokyu REIM vice president and representative
director.

2002
Appointed Representative Director, President and Chief
Executive Officer of Tokyu REIM.

2003
Obtained approval from the Financial Services Agency in
order to act as on executive director of TOKYU REIT, Inc.
and as a representative director, president and chief
executive officer of  Tokyu REIM. 



                                      outsources investment management, asset custody and administrative functions.

Masahiro Horie serves as executive director of                                      and representative director, president and chief 

executive officer of investment manager, “Tokyu REIM” concurrently with the aim of ensuring close ties between                              

                                      and Tokyu REIM and promoting increased efficiency.

Investment Investment

Investment Unit

Instructions

Investment Management
Outsourcing

Administrative Functions  
Outsourcing

Asset Custody
Outsourcing

Interest and
Other Expenses

Debt/
Funds Procurement

Property Management

Rental and Other Income Cash Distribution

Investment Manager

Board of Directors

General Meeting of Unitholders

Investment Property

Property Manager

General Administrator

The Mitsubishi Trust and
Banking Corporation, 

and others

Asset Custodian
The Mitsubishi Trust and

Banking Corporation

Financial Institution

Tokyo Stock Exchange

Unitholder

Unitholder

Unitholder

Purchase
and Sale

Purchase
and SaleMasahiro Horie    Executive Director

Giichi Yanagisawa  Supervisory Director
Maruhito Kondo    Supervisory Director

Tokyu Real Estate Investment Management Inc.

TOKYU REIT, Inc.

8

TOKYU REIT Structure and External Service Providers

Management
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Management

Investment Management Company

RemarkDate
June 27, 2001 Tokyu REIM established (Capital ¥100 million)

August 31, 2001 Acquired real estate brokerage license (No. 79964 Governor of Tokyo)

September 26, 2001 Capital increase (increase in capital from ¥100 million to ¥125 million)

September 28, 2002 Capital increase (increase in capital from ¥125 million to ¥300 million)

April 3, 2003 Acquired discretionary transaction agent approval in accordance with the Building Lots and Building Transactions Business Law (Minister of Land, Infrastructure and Transport No. 17)

June 16, 2003 Acquired investment trust management business transaction authorization from the Office of the Prime Minister (No. 27)

June 16, 2003 Acquired approval to provide consulting services and agency services (Financial Service Agency No. 1961)

June 20, 2003 Concluded an asset management agreement with 

July 25, 2003 Registered as a general real estate investment management company (No. 000016) 

Shareholders’ Meeting

Representative Director, President
and Chief Executive Officer

Auditors Auditing Firm

Investor Relations Department

Compliance Department

Compliance and Risk Management CommitteeInvestment Committee Board of Directors

Portfolio Management Division Asset Transaction Division Business Planning and Development Corporate Secretary Division

Formulate basic policies and plans relating 
to the management of TOKYU REIT’s assets

Set up and administer TOKYU REIT’s 
investment portfolio

Supervise and administer investment 
property lease agreements, property 
management companies, and repairs and 
maintenance

Prepare reports relating to investment 
activities and asset management 
performance

Contact point for TOKYU REIT shareholders

Ensure relevant information disclosure 
relating to TOKYU REIT and its activities

Formulate, amend, delete and ensure 
compliance with in-house standards and rules

Ensure business activities comply with 
statutory requirements and regulations

Representative Director, Executive Vice
President and Chief Investment Officer

Formulate basic policies and plans relating 
to the management of TOKYU REIT’s assets

Purchase, sale, appraisal and research of 
investment properties on behalf of TOKYU 
REIT

Formulate and implement guidelines for 
internal audit and planning, establish risk 
management structure

Plan and supervise administrative matters 
relating to Board of Directors and 
shareholders’ meetings; plan and supervise 
matters relating to TOKYU REIT 
shareholders’ and Board of Directors 
meetings

Responsible for personnel and 
administrative matters

Responsible for finance and accounting

Responsible for funds procurement on 
behalf of TOKYU REIT

Formulate medium- and long-term business 
plan, responsible for corporate planning

Responsible for market survey and research

Company Name, Capital and Business Activities
Company Name: Tokyu Real Estate Investment Management Inc.
Capital: ¥300 million as of September 30, 2004
Business Activities: Licensed under Article 2.17 of the Investment Trust Law as an asset manager for J-REITs. Also

engaged as a discretionary transaction agent and consultant in transactions dealing with real estate.

Trends in the Number of Shares Issued and Outstanding and Capital

Shares Authorized: 10,000 shares as of September 30, 2004
Shares Issued and Outstanding: 6,000 shares as of September 30, 2004

Movements in CapitalDate
September 26, 2001 Increase in capital from ¥100 million to ¥125 million

September 28, 2002 Increase in capital from ¥125 million to ¥300 million

Shareholders (As of September 30, 2004)

Address Shareholding (Shares) Shareholding (%)Name
Tokyu Corporation 5-6 Nampeidai-cho, Shibuya-ku, Tokyo 3,600 60

Tokyu Land Corporation 1-21-2 Dogenzaka, Shibuya-ku, Tokyo 2,400 40

Total 6,000 100

Note: The percentage of shareholding reflects the proportion of shares issued and outstanding held.

History1

2

Movements in capital over the past five years

Organization Chart
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Asset Management

Nozomi Yanagihara,
Tokyu Real Estate Investment Management, Inc.

Executive Officer & General Manager, Portfolio Management Division

In the REIT business, there are two types of growth:

external and internal.

External growth means expanding scale through

property acquisitions, while internal growth is gained by

increasing the profit margin of acquired properties.

As the head of Tokyu REIM‘s asset management

business (property management), Nozomi Yanagihara is

responsible for orchestrating internal growth at TOKYU

REIT.

Tokyu REIM‘s Portfolio Management Division (1)

establishes the basic plans and guidelines related to

TOKYU REIT‘s asset management, (2) manages TOKYU

REIT‘s portfolio formation and tracks its investments, (3)

manages the property portfolio‘s leases, property

management (PM) companies and property repairs, and

(4) reports on the financial performance of its asset

management and investment operations. In other

words, the division is responsible for all aspects of asset

management other than property acquisition and

disposal. I currently lead a team of five asset managers

committed to maintaining and improving Net Operating

Income (NOI is calculated as leasing income before

deductions for depreciation) and the value of owned

properties. 

NOI for the second fiscal period totaled ¥2,894

million. In comparison, adjusting for the number of

operation days, the first fiscal period‘s NOI of ¥2,199

million (over an operating period of 144 days) would be

¥2,780 million (converted to 182 days), an increase of

¥114 million. The main contributing factor was the

Resona Maruha Building, which was acquired on

January 15, 2004. Although this represents external

growth for the full period, the asset management team

is also implementing a raft of measures to promote

internal growth as well.

To achieve internal growth, it is imperative to increase

income or to reduce costs. The most effective means of

increasing income is to quickly attract tenants to fill

vacancies. As of January 31, 2004, TOKYU REIT‘s

occupancy rate was 95.3%, and this improved to

97.1% by the end of July. In the second fiscal period,

we successfully attracted tenants to a total of

5,559.55m2 of floor space, including 1,658.86m2 at the

Resona Maruha Building, 1,487.24m2 at the TOKYU

REIT Omotesando Square and 2,340.08m2 at the

Setagaya Business Square (vacating tenants totaled

3,800.90m2).

In tenant leasing, asset and property managers

make full use of their mutual information networks to

research market conditions. They then exchange views

on the market to formulate leasing policies. This process

has a vitally important bearing on the success of the

Portfolio Manager‘s Report

Special Issue

Special
Feature

Asset Management that Emphasizes
Internal Growth

Increasing Occupancy Rates by
Attracting Tenants
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Asset Management

lease. Although differences of opinion arise from time to

time, discussions continue until a mutually acceptable

settlement is reached. In the end, a favorable outcome is

obtained relatively quickly by deepening our market

insight. Should differences of opinion remain regarding

the market, we are not able to conclude a contract

promptly. Where there a gap in information, a single-

minded effort may not bring intense contract

negotiations through to a conclusion.

The expertise of our property managers determines

whether TOKYU REIT‘s properties are appealing to the

market, and whether quality prospective tenants are

found. Leasing results in the second fiscal period reflect

collaboration between asset managers and property

managers who possess leasing expertise.

The Tokyu Land Corporation team assigned to

Setagaya Business Square has been diligently working

on site to meet tenants‘ everyday needs since

construction on the building was completed in 1993. As

a result, leasing activity tailored to existing tenants

resulted in expanded leased floor space. In addition,

tenants were attracted to TOKYU REIT Shibuya

Udagawa-cho Square by Tokyu Corporation, which has

a strong presence in the Shibuya area for leasing retail

properties.

These are just a few examples of TOKYU REIT‘s

unique strength in being able to fully leverage the

know-how, experience and networks of the real estate

businesses of Tokyu group companies.

Proactive and effective capital expenditure is also vital to

attracting tenants. We focus on investing in competitive

properties (those properties that meet strict criteria in

terms of scale, resident tenant conditions, earthquake

resistance, etc.) in the areas with the most growth

potential (five central Tokyo wards and the Tokyu areas),

but tenants‘ property needs are evolving on a daily

basis. Accordingly, in order to improve the

competitiveness of properties already in our portfolio,

we are constantly gathering market information, making

sound investments in facilities and carrying out repairs.

From the tenants‘ perspective, having consistently

attractive properties is of the utmost importance. 

In the second fiscal period, we undertook extensive

renovation work on two floors of the Resona Maruha

Building after acquisition while they were still vacant.

We greatly enhanced the property‘s attractiveness by

installing an office automation (OA) floor, completely

changing the interior to include restrooms and an

elevator lobby, installing a precise-zone air-conditioning

system and implementing 24-hour automated security.

As a result, we succeed in attracting foreign-affiliated

companies and meeting their high demands in terms of

office quality.

Capital Expenditure to Maintain and
Improve Competitiveness
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Asset Management

We invested in TOKYU REIT Omotesando Square to

improve its air-conditioning. A cooling tower that had

been in operation for 18 years was dismantled and an

air-cooled heat pump was settled. In addition to

improving the air-conditioning, the capital investment

has reduced operating costs and future outlays. The

strain on the building‘s structure was also alleviated by

the associated weight reduction.

Generally, REIT is limited in its ability to apply

funding to capital expenditure in order to distribute

roughly 100% of net income. TOKYU REIT, however, is

able to undertake capital expenditure to constantly

improve its competitiveness due to the accumulation of

sufficient retained earnings and by recording

depreciation, a non-cash expense. 

The highest costs incurred in the real estate leasing

business are those related to building maintenance work

subcontracted to external suppliers for repairs, cleaning

and security. In the second fiscal period, we strove to

reduce these costs further. In particular, in the case of

the Resona Maruha Building, we conducted an extensive

series of in-depth discussions with other

compartmentalized owners, bringing about cost

reductions through building maintenance contractor

bidding without jeopardizing quality. As a result,

compared with the first fiscal period, TOKYU REIT

achieved a 50% cost reduction.

While increasing income and reducing costs, TOKYU

REIT takes extensive measures to avoid risks. This is

carried out not only through discussions with other PM

companies, but also through deliberations in TOKYU

REIT‘s Compliance and Risk Management Committee

meetings in order to minimize operational risk. Taking

the recent problem in Japan of revolving and automatic

doors causing injuries at building entrances, we also

made efforts to ensure the safety of escalators located

within our retail premises.

Resona Maruha Building

Before Renovation

TOKYU REIT Omotesando Square

After Renovation

Before Renovation

After Renovation

The Search for Cost Savings

Response to Risk
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Asset Management

Going beyond the management of individual properties,

the Portfolio Management Division engages in the

portfolio management of each property held as a single

entity. REITs are perceived to have lower risk than other

listed financial products such as stock. Of all the REITs,

TOKYU REIT distinguishes itself on the soundness of its

offering. I would now like to describe the special

characteristics of TOKYU REIT from the perspective of

portfolio data, beginning with its stability.

In 2004, there have been more months when consumer

spending in Japan has shown a year-on-year increase.

The economic recovery seems to be slowly manifesting

in consumer confidence. Generally, for office buildings,

there is a time lag over a certain period before rents

increase—as contracts are renewed—to reflect the

economic recovery. On the other hand, sales at retail

facilities are expected to increase in tandem with or

ahead of the economic recovery. 

To benefit from the advantages of an economic

recovery in a timely manner, TOKYU REIT introduced

new leasing conditions (fixed rent plus sales-linked

percentage rent) for two tenants of retail properties at

the end of the second fiscal period. 

TOKYU REIT aims to stabilize revenues while

balancing investments in office properties and retail

properties in line with its long-term objective of a 60:40

ratio of office properties to retail properties.

A Stable Portfolio

Investment Ratio by Use

August 2004

September 2003

Retail

Retail

55.9%

57.8%42.2%

44.1%
Office

Office

Investment Ratio by Region

August 2004

September 2003

Other 60.0%

56.0%

84.0%

40.0%

63.4%

7.6%

Shibuya Ward

Shibuya Ward

31.1%

Central Tokyo

Central Tokyo

Tokyu Areas

Tokyu Areas
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TOKYU REIT restricts its investments to regions within

metropolitan areas, focusing on the five central Tokyo

wards and the Tokyu areas. Our policy is not to blindly

accept risk for real estate over the entire country, but to

take real estate risk in metropolitan areas where stable

economic and population growth is expected.

Note: PML (Probable Maximum Loss) refers to the expected maximum loss ratio
caused by earthquakes and is the percentage of expected loss due to small-
and large-level earthquakes (those statistically possible over a 475-year
period) that occur during an assumed period for the economic life of a
building.

Some people have voiced the concern, “Isn‘t TOKYU

REIT‘s earthquake risk high due to restricting investment

to certain regions?” However, the PML for our total

portfolio of 15 properties was 5.8% as of August 31,

2004, a reasonable level of earthquake risk compared

with other REITs. This is one reason why TOKYU REIT

selects properties on a case-by-case basis, stringently

upholds its established investment policy and only

acquires buildings with a high earthquake resistance.

At TOKYU REIT, tenants with more than five years

remaining on their lease agreements are defined as

long-term contract tenants. When TOKYU REIT became

a listed company, the ratio of long-term contract

tenants was 57.5%. This ratio had increased to 74.2%

by August 31, 2004, making for a highly stable

portfolio. We are looking into ways to sustain and

improve our trust-based relationships with long-term

tenants.

Asset Management

Portfolio PML

September 2003 August 2004
(Includes two properties acquired

during the third fiscal period)

57.5% 74.2% (*)

Note: 2.6% of long-term contracts have no-revision rent agreements during the contract period.

7.0

6.0

5.0

4.0

3.0

2.0

1.0

0
September 2003 August 2004

(%)

6.1 5.8

Ratio of Long-Term Contracts (Based on Total Rentable Area) 
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Nozomi Yanagihara

1982
Entered Tokyu Land Corporation
Engaged in condominium and single-unit housing sales in the Tama
Den-en-toshi area for Sales Division. Identified the area‘s growth
potential by keeping in close contact with the real estate market of
Tokyu areas.

1986
Set up account management, financial as well as medium- to long-
term planning related to condominium and single-unit housing sales at
Sales Division, developed a real estate-related accounting service.
Engaged in transferring the housing sales business of Tokyu Land
Corporation to Tokyu Livable, Inc. 

1991
Undertook condominium and office building development planning for
the Shibuya and Setagaya areas at Residential & high-to medium-rise
Housing Development Division, made first step toward an urban
leasing business.  

1992
In charge of leasing office buildings to tenants and office market
analysis at Urban Development Division, gained vital leasing know-
how through direct marketing to prospective tenants. Then
participated in the development of retail properties, including La Place
de Daikanyama, accumulated expertise in leasing to retail tenants.  

1999
While at Building Development Division and Asset Management
Division, participated in the liquidation of real estate using special
purpose companies (SPC). Built a mechanism for asset financing in
support of real estate as a resource. Started to consider the
prerequisites for REIT operations, asset management and property
management (PM) that were nascent in real estate business at the
time. 

2000
As the first fund business deal for Tokyu Land Corporation, was
involved in the acquisition of the Lexington Aoyama (acquired by
TOKYU REIT in September 2003) through an SPC, and was thereafter
involved in the asset management business.

2002
Transferred to Tokyu Real Estate Investment Management, Inc.
Appointed Executive Officer and General Manager of Portfolio
Management Division

I hope that this provides an insight into a small

part of our asset management activities. To

produce results in line with the expectations of our

unitholders, we are making every effort to carry

out a series of crucial improvements in the asset

management business. Adding to the level of

expertise that we have already acquired, we aim to

refine our capabilities through innovation and by

honing our everyday skills in line with the demands

of society. As real estate professionals, we are

committed to maintaining the trust of our

unitholders and delivering optimal results.

Asset Management

Professional Preparedness
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Portfolio

Tokyu Saginuma Building (p. 22)

Resona Maruha Building (p. 27)

QFRONT (p. 20)

TOKYU REIT Shibuya Udagawa-cho Square (p. 23) TOKYU Sakuragaoka-cho Building (p. 25)

Setagaya Business Square (p. 24)

TOKYU REIT Omotesando Square (p. 21)

Investment Trends

TOKYU REIT‘s investment in office and retail properties has grown steadily since its public listing in September, 2003, as

reflected in the following graph.

Since its public listing, TOKYU REIT has been identifying an investment amount of ¥200 billion to be achieved over a

three to five year period. While this may appear a conservative estimate, the underlying driving force of TOKYU REIT is

to maximize unitholder value by acquiring properties in line with its investment policy, even if expansion of asset scale is

gradual.

Resona Maruha Building
Acquisition price: ¥23.26 billion

TOKYU REIT
Shibuya Udagawa-cho Square
Acquisition price: ¥6.60 billion

Yokohama Yamashita-cho Building 
(Barneys New York Yokohama Store)
Acquisition price: ¥5.05 billion

Beacon Hill Plaza 
(Ito-Yokado Noukendai Store)
Acquisition price: ¥9.52 billion

140

120

100

80

60

40

20

0

(Billions of Yen)

Public Listing Jan. 2004 Mar. 2004 Aug. 2004

¥80.3
billion

¥103.5
billion

¥110.1
billion

+37% +55%

¥124.7
billion

11
properties

12
properties

13
properties

15
properties
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Portfolio Overview

O

O

R

R
R
R
R
R
O
O
O
O
O
O

Location Total Land Area
 (m2)

Total Floor Area
 (m2)

Structure/
floors

CompletionProperty
Number

Name of Property
Type of Ownership

BuildingLand

Note: PML (Probable Maximum Loss) refers to the expected maximum loss ratio caused by earthquakes. As used in these documents PML is the 
percentage of expected loss due to small- to large-level earthquakes (those statistically calculated as possible over a 475 year period) 
that occur during an assumed period for the economic life of a building, to procurement cost for restoring expected damage. 
Calculations incorporate data relating to individual property survey, assessment of building conditions, conformity to architectural design, 
surveys of local areas and structural evaluation.
   Damages in this instance refer to property damage and do not include secondary damages such as loss of life and damages to fixtures. 
In addition, damages are limited to structural damage and damages to facilities and building interior and exterior, and do not cover 
damages caused by earthquake fire and fire damage from surrounding facilities.

O

R
R
R
R
R
R
O
O
O
O
O
O

Area Acquisition Date Occupancy Ratio
Number

of
Tenants

Earthquake
PML*

Acquisition Costs
 (Millions of Yen)

Property
Number

Name of Property

Total

QFRONT

Lexington Aoyama

TOKYU REIT Omotesando Square

Tokyu Saginuma Building

Tokyu Saginuma 2 Building

TOKYU REIT Shibuya Udagawa-cho Square

Setagaya Business Square

Tokyu Nampeidai-cho Building

Tokyu Sakuragaoka-cho Building

Tokyo Nissan Taito Building

TOKYU REIT Akasaka Hinokicho Building

TOKYU REIT Kamata Building

Resona Maruha Building

Central Tokyo and Tokyu areas (Shibuya)

Central Tokyo

Central Tokyo and Tokyu areas (Shibuya)

Tokyu areas

Tokyu areas

Central Tokyo and Tokyu areas (Shibuya)

Tokyu areas

Central Tokyo and Tokyu areas (Shibuya)

Central Tokyo and Tokyu areas (Shibuya)

Central Tokyo

Central Tokyo

Tokyu areas

Central Tokyo

15,100 4 100.0% 6.7%

4,800 2 100.0% 5.0%

5,770 4 100.0% 11.3%

6,920 1 100.0% 12.3%

1,290 1 100.0% 12.1%

6,600 2 100.0% 15.8%

22,400 55 99.2% 5.6%

4,660 1 100.0% 12.8%

6,620 2 100.0% 13.9%

4,450 11 92.4% 10.6%

3,570 4 85.9% 12.6%

4,720 5 100.0% 11.0%

23,260 2 88.5% 7.7%

110,160 94 97.1% 5.7%

Sep. 10, 2003

Sep. 11, 2003

Sep. 10, 2003

Sep. 10, 2003

Sep. 11, 2003

Mar. 1, 2004

Sep. 11, 2003

Sep. 11, 2003

Sep. 11, 2003

Sep. 11, 2003

Sep. 10, 2003

Sep. 10, 2003

Jan. 15, 2004

(As of July 31, 2004)

Compartmentalized
ownership

Proprietary ownership

Proprietary ownership

Proprietary ownership

Proprietary ownership

Co-ownership
(55% interest)

Compartmentalized
ownership

Proprietary 
ownership

Udagawa-cho, Shibuya-ku, Tokyo
784.26 6,692.14

Oct. 1999

Minami-Aoyama, Minato-ku, Tokyo 776.59 2,342.21 Jan. 1998 Proprietary ownership Proprietary ownership

Jingumae, Shibuya-ku, Tokyo 1,259.21 3,321.20 Oct. 1985 Proprietary ownership

Saginuma, Miyamae-ku, Kawasaki City, Kanagawa 5,658.00 18,320.87 Sep. 1978 Proprietary ownership

Kodai, Miyamae-ku, Kawasaki City, Kanagawa 1,807.21 4,409.50 Oct. 1979 Proprietary ownership

Udagawa-cho, Shibuya-ku, Tokyo 679.27

Yoga, Setagaya-ku, Tokyo 21,315.68 94,373.72 Sep. 1993

Nampeidai-cho, Shibuya-ku, Tokyo 2,013.28 7,003.88 Jul. 1992 Proprietary ownership Proprietary ownership

Sakuragaoka-cho, Shibuya-ku, Tokyo 1,013.03 6,505.39 Jun. 1987 Proprietary ownership

Moto-Asakusa, Taito-ku, Tokyo 1,718.45 11,373.20 Sep. 1992 Proprietary ownership Proprietary ownership

Akasaka, Minato-ku, Tokyo 866.61 4,058.92 Aug. 1984 Proprietary ownership

Kamata, Ota-ku, Tokyo 1,642.86 10,244.51 Feb. 1992 Proprietary ownership Proprietary ownership

Otemachi, Chiyoda-ku, Tokyo 6,893.71

74,379.30

Nov. 1978

QFRONT

Lexington Aoyama

TOKYU REIT Omotesando Square

Tokyu Saginuma Building

Tokyu Saginuma 2 Building

TOKYU REIT Shibuya
Udagawa-cho Square

Setagaya Business Square

Tokyu Nampeidai-cho Building

Tokyu Sakuragaoka-cho Building

Tokyo Nissan Taito Building

TOKYU REIT Akasaka Hinokicho Building

TOKYU REIT Kamata Building

Resona Maruha Building

B3/8F

B1/4F

B1/4F

B1/4F

B2/4F

S, 2F

B2/28F

B2/5F

B3/9F

B2/10F

7F

B1/9F

B4/25F

SRC/S,

S/RC,

S/SRC,

RC,

SRC,

S, 3F

SRC/RC/S,

SRC,

SRC,

SRC,

RC,

S/SRC,

S/SRC, Co-ownership
(27% interest)

Compartmentalized
ownership

Co-ownership
(55% interest)

 (Compartmentalized
ownership
728.30)

 (Compartmentalized
ownership

4,821.09)

 (Bldg. 1) 1,473.10
 (Bldg. 2)      56.39

 (Compartmentalized
ownership

19,542.77)

Jul. 1998
Jun. 1995

Proprietary ownership Proprietary ownership
Proprietary ownership Proprietary ownership
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Kanagawa Prefecture

Tokyo Metropolitan
Government

Tokyu Railways 

Tokyo Metro Hanzomon Line

Tokyo Metro Ginza Line

Tokyo Metro Hibiya Line

Tokyo Metro Chiyoda Line

Tokyo Metro Nanboku Line

Toei Mita Line

Minatomirai Line

Keio Inokashira Line

JR Yamanote Line

JR Saikyo Line

JR Tokaido Line

JR Chuo Line

Tokyo Metro 13 Line

Ueno Station

Yoga Station

Shimotakaido Station Omotesando Station

Akasaka 
Station

Yokohama
Station

Motomachi-Chukagai 
Station

Saginuma Station

Chuo-Rinkan 
Station

Kodomonokuni Station Kamata Station

Suidobashi 
Station

Tokyo 
Station

Ikebukuro 
Station

Shinjuku 
Station

Shibuya Station

Tokyu Ikegami Line

Tokyu Meguro Lin
e

Tokyu Oimachi Line

Tokyu Setagaya 

Line

Oimachi 
Station

Tokyu 
Kodom

onokuni 

Line

Tokyu Tamagawa Line

Tokyu Den-en-toshi Line 

Kanagawa Ward

Naka Ward

Nishi Ward

Kohoku WardMidori Ward

Aoba Ward

Machida City

Tsuzuki Ward

Nakahara 
Ward

Ota Ward

Shinagawa 
Ward

Meguro 
Ward

Takatsu 
Ward

Setagaya Ward

Shinjuku
Ward

Chuo Ward

Minato 
Ward

Chiyoda 
Ward

Shibuya Ward

Miyamae 
Ward

Yamato City

Yokohama City

Kawasaki City

Gotanda Station

Major Investment Targeted Areas

To
ky

u 
To

yo
ko

 L
in

e

QFRONT Lexington Aoyama TOKYU REIT Omotesando
Square

Tokyu Saginuma Building

Tokyu Saginuma 2 Building TOKYU REIT Shibuya
Udagawa-cho Square

Yokohama Yamashita-cho
Building* 
(Barneys New York
Yokohama Store)

Beacon Hill Plaza* 
(Ito-Yokado Noukendai
Store)

Setagaya Business Square Tokyu Nampeidai-cho Building Tokyu Sakuragaoka-cho Building Tokyo Nissan Taito Building

TOKYU REIT Akasaka
Hinokicho Building

TOKYU REIT Kamata
Building

Resona Maruha Building

Retail  Propertiese t a i lR

Office Propertiesf f i c eO
* Property Acquisitions in

the Third Fiscal Period

Targeted Areas of Investment Investment
ShareArea

Central 
Tokyo

Tokyu Areas

Other

Five central 
Tokyo wards

Other major 
commercial and retail 

districts of Tokyo

Tokyu Rail network hub

Other Tokyu rail 

network areas

Other districts in the Tokyo Metropolitan Area, including Kanagawa, Saitama and 
Chiba prefectures (excluding the separately mentioned areas above)

More than 
85%

Less than 
15%

Chiyoda, Chuo, Minato, Shinjuku and Shibuya wards

The areas surrounding Ikebukuro, Koraku, Ueno and other areas

Shibuya Ward

Tokyo: Shinagawa, Meguro, Setagaya and Ota wards: Machida City
Yokohama, Kanagawa Prefecture:  Kouhoku, Kanagawa, Naka, 

                     Nishi, Midori, Aoba and Tsuzuki wards
Kawasaki, Kanagawa Prefecture:  Nakahara, Takatsu and Miyamae wards
Yamato, Kanagawa Prefecture

Tokyu REIT invests primarily in properties in central Tokyo and the areas along the Tokyu railways. It does not invest outside of the 
Tokyo Metropolitan Area.

Note: Shibuya Ward is included in both the Five central Tokyo wards and the Tokyu Areas.
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QFRONT is a retail property located directly across from Shibuya Station an area
identified as one of Japan's busiest retail districts. The main tenant is Tsutaya
Stores Tokyo Co., Ltd., a large rental and retail store of videos and CDs. QFRONT
contains a coffee shop located on the first and second floors, a movie theater on
the seventh floor and a variety of restaurants located on the eighth floor. The
building is one of Tokyo's premier retail facilities distinguished by the large LED
advertising screen which adorns the outside wall, and has received considerable
exposure from a variety of media. 

Tokyu Hotel

Cerulean Tower

Cerulean Tower

Tokyu Department Store
Toyoko Store

QFRONT

Tokyu Department
Store Main Store

Dog
en

za
ka

Shibuya 109

Shibuya Mark City

Shibuya Tokyu Plaza

109-2

Shibuya
Tokyu Inn

Shibuya Excel Hotel Tokyu
Hachiko statue

Moyai statue

Bunkamura-dori

Keio Inokashira line

To
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u 
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-to
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M
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JR Yamanote line

Shibuya Stn.
Shibuya Stn.

Shibuya Stn.

National road No. 246

Metropolitan Expressway route No.3

Tokyu Sakuragaoka-cho Building

TOKYU REIT
Shibuya Udagawa-cho
Square

TOKYU REIT
Shibuya Udagawa-cho
Square
Shibuya Center-gai

R E T A I L  P O R T F O L I O

Retail Properties

P o r t f o l i o

As of the second fiscal period-end, TOKYU REIT maintained a

retail portfolio comprising six buildings acquired for a total of

¥40,480 million, an increase of one building compared with the

first fiscal period-end reflecting the acquisition of TOKYU REIT

Shibuya Udagawa-cho Square for ¥6.6 billion. 

TOKYU REIT‘s retail portfolio contains contracts with some

tenants that adopt percentage-of-sales rent. For office buildings,

it generally takes a certain period of time before higher interest

rates in a recovering economy can be reflected in higher leasing

revenues from tenants. Sales at retail properties, however, grow

in tandem with or ahead of interest rate increases. 

By setting rents to a percentage of sales, TOKYU REIT aims

to stabilize revenues by closing the gap between interest rate

hikes and higher leasing revenues. 

*Note: The percentage-of-sales rent is divided into two portions comprising a fixed portion that
sets a rent regardless of a tenant‘s sales, and a variable portion that changes along with
sales. This method allows TOKYU REIT's leasing revenues to increase when sales expand
at tenants.

QFRONT

Address: 21-6, Udagawa-cho, Shibuya-ku, Tokyo 
Nearest Station: Approximately a one-minute walk from Shibuya Station—JR

Yamanote line/ Tokyu Toyoko line/ Tokyu Den-en-toshi line/ Keio
Inokashira line/ Tokyo Metro Hanzomon and Ginza lines

Total Land Space: 784.26m2

Total Floor Space: 6,692.14m2

Structure/Floors: SRC/S, B3/8F
Completed: October 1999
Type of Ownership: Land—Proprietary ownership

Building—Compartmentalized ownership
Representative Tenants: Tsutaya Stores Tokyo Co., Ltd.; Tokyu Corporation; Punraku Co.,

Ltd.
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Lexington Aoyama is a retail property along Kotto-dori in the Aoyama district.
Main tenants include the specialist apparel company World Co., Ltd., with a
long-term lease agreement through 2009, and Unimat Offisco Corporation (LE
CAFÉ BLEU), a restaurant operator. Like Omotesando, Kotto-dori offers a high
status location in the Aoyama district, attracting the world's leading fashion
brands. 
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Omotesando

National Children‘s Castle
Aoyama Theatre

Mizuho BK

LAFORET HARAJUKU

Aoyama Gakuin Univ.

Lexington Aoyama

Omotesando

Kotto-dori

Tokyo Metro Chiyoda line
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TOKYU REIT Omotesando Square

TOKYU REIT Omotesando Square is a multi-faceted retail property located in
Shibuya-ku within one minute‘s walk of Omotesando Station. The complex
contains Barbacoa Grill, offering Churrasco Brazilian barbecue food operated by
Wondertable, Ltd. on the first underground floor, and Royal Host, a restaurant
managed by Royal Co., Ltd. on the first floor. On floors two through four, there
is the GOLD‘S GYM sports gymnasium, operated by Think Co., Ltd., and the
beauty parlor, to neutral, operated by Acqua Artistic Association, which opened
in July 2004. 
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TOKYU REIT
Omotesando Square

Address: 5-11-9, Minami-Aoyama, Minato-ku, Tokyo 
Nearest Station: Approximately a five-minute walk from Omotesando Station—Tokyo

Metro Chiyoda, Ginza and Hanzomon lines
Total Land Space: 776.59m2

Total Floor Space: 2,342.21m2

Structure/Floors: S/RC, B1/4F
Completed: January 1998
Type of Ownership: Land—Proprietary ownership

Building—Proprietary ownership
Tenants: World Co., Ltd.; Unimat Offisco Corporation

Address: 4-3-2, Jingumae, Shibuya-ku, Tokyo 
Nearest Station: Approximately a one-minute walk from Omotesando Station—

Tokyo Metro Chiyoda, Ginza and Hanzomon lines
Total Land Space: 1,259.21m2

Total Floor Space: 3,321.20m2

Structure/Floors: S/SRC, B1/4F
Completed: October 1985
Type of Ownership: Land—Proprietary ownership

Building—Proprietary ownership
Representative Tenants: Think Co., Ltd.; Royal Co., Ltd.; Wondertable, Ltd.

Lexington Aoyama

TOKYU REIT Omotesando Square
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Tokyu Saginuma Building is located in Miyamae-ku, Kawasaki city,
approximately 15 kilometers southwest of Shibuya. The area is a residential
suburb of Tokyo with a growing population, increasing number of households
and high growth potential. The entire building is leased to Tokyu Store
Corporation, which uses the property as an outlet of its general merchandise
store Saginuma Tokyu. 
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Miyamaedaira Stn.

Miyamae Post Office

Tokyu Saginuma 2 Building
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Tokyu Saginuma 2 Building was acquired to serve partly as a parking facility for
the Tokyu Saginuma Building. Under the Large Retail Store Location Law, Tokyu
Store Corporation is required to provide 84 car parking spaces for customers of
Saginuma Tokyu Chain. The building comprises three floors (the first to third
floors) leased to a bank and three underground floors used as a parking facility. 
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Tokyu Saginuma Building

Address: 1-1-1, Saginuma, Miyamae-ku, Kawasaki City, Kanagawa
Nearest Station: Approximately a one-minute walk from Saginuma Station—Tokyu

Den-en-toshi line
Total Land Space: 5,658.00m2

Total Floor Space: 18,320.87m2

Structure/Floors: RC, B1/4F
Completed: September 1978
Type of Ownership: Land—Proprietary ownership

Building—Proprietary ownership
Tenant: Tokyu Store Chain Co., Ltd.

Address: 1-18-5, Kodai, Miyamae-ku, Kawasaki City, Kanagawa
Nearest Station: Approximately a one-minute walk from Saginuma Station—Tokyu

Den-en-toshi line
Total Land Space: 1,807.21m2

Total Floor Space: 4,409.50m2

Structure/Floors: SRC, B2/4F
Completed: October 1979
Type of Ownership: Land—Proprietary ownership

Building—Proprietary ownership
Tenant: UFJ Bank Limited

Tokyu Saginuma 2 Building
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TOKYU REIT Shibuya Udagawa-cho Square is located in the central area of
Shibuya, one of Tokyo’s main retail and commercial districts, and faces the major
retail thoroughfares Inokashira-dori and Shibuya Center-gai. The building’s
principal tenant is ZARA, a Spain-based retailer of casual clothing. ZARA boasts
a global network of over 626 stores in 46 countries (as of January 31, 2004).
The restaurant Tsukiji Gindaco, operated by HotLand Corporation, opened in
June 2004. 
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TOKYU REIT Shibuya Udagawa-cho Square

Address: [Bldg.1] 25-10 Udagawa-cho, Shibuya-ku, Tokyo
[Bldg.2] 25-5 Udagawa-cho, Shibuya-ku, Tokyo

Nearest Station: Approximately a two-minute walk from Shibuya Station-JR
Yamanote line/Tokyu Toyoko line/Tokyu Den-en-toshi line/Keio
Inokashira line/Tokyo Metro Hanzomon and Ginza lines

Total Land Space: 679.27m2

Total Floor Space: [Bldg.1] 1,473.10m2

[Bldg.2]   56.39m2

Structure/Floors: [Bldg.1] S, 3F
[Bldg.2] S, 2F

Completed: [Bldg.1] July 1998
[Bldg.2] June 1995

Type of Ownership: Land—Proprietary ownership
Building—Proprietary ownership

Tenant: ZARA Japan Corporation; HotLand Corporation

Reasons for Acquisition

TOKYU REIT Shibuya Udagawa-cho Square was acquired based on its strengths in the following areas.

Location

■ Located within an approximate two-minute walk from Shibuya Station in Shibuya, one of Tokyo’s main retail and commercial districts. 
■ Excellent location faces Inokashira-dori and Shibuya Center-gai, the main thoroughfares of Shibuya.

Long-Term Contract

■ The primary tenant, ZARA Japan Corporation, which operates the ZARA store, has a long-term lease contract that expires in 2013. 

Latent Added Value

■ The property is located in a zone that permits a floor area ratio of 700%. Currently, the building has an unutilized floor area ratio of 475%, creating potential for
further use in the future. 

TOKYU REIT Shibuya Udagawa-cho Square was acquired from TC PROPERTIES CO., LTD. (formerly Tokyu Construction Co., Ltd.). This acquisition is consistent with
TOKYU REIT’s fundamental policy to leverage the collective strengths of the Tokyu group and represents a positive step in the purchase of Tokyu group properties.
Accordingly, TOKYU REIT’s Internal Rules Regarding Related Party Transactions* have been applied to this transaction. 

* Internal Rules Regarding Related Party Transactions
In a property acquisition, the tender offer is determined by referring to the appraisal amount calculated by the real estate appraisers. In property acquisitions from Tokyu group
companies, the property is not acquired if the investment exceeds the property’s appraised value (excluding taxes and acquisition-related costs). In addition, a written opinion is
received from an objective third party such as a trust bank to ascertain the fairness of the appraisal value, which is used as a basis for the tender offer. A summarized version of
the appraised value and the written opinion concerning the appraised value are disclosed in a timely manner following the decision to acquire the property. 
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Setagaya Business Square is a large complex situated above Yoga Station on the
Tokyu Den-en-toshi Line, consisting of a 28-story high-rise connected to the
station, four mid-size office towers, two terraces with commercial facilities and a
community center. The sight is a high-traffic area, with good road access
(National road No.246, Kampachi-dori and the Yoga interchange on
Metropolitan Expressway Route No.3) as well as rail (Yoga Station,
approximately 12 minutes to Shibuya Station and 27 minutes to Otemachi
Station).
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Office Properties
As of the second fiscal period-end, TOKYU REIT maintained an

office portfolio comprising seven buildings acquired for a total of

¥69,680 million, the same number of buildings as of the previous

fiscal period-end. 

However, the Resona Maruha Building had two vacant floors

(17 and 18) when it was acquired in January 15, 2004, so

TOKYU REIT renovated the floors to advanced specifications,

increasing the competitiveness of the property. TOKYU REIT was

able to lease one of the floors as a result of these measures and

activities to attract tenants. The occupancy rate of our office

portfolio improved to 95.8% as of the second fiscal period-end,

compared with 93.2% as of the first fiscal period-end. 

Setagaya Business Square

Address: 4-10-1,2,3,4,5,6, Yoga, Setagaya-ku, Tokyo
Nearest Station: Approximately a one-minute walk from Yoga Station—Tokyu Den-en-

toshi Line
Total Land Space: 21,315.68m2

Total Floor Space: 94,373.72m2

Structure/Floors: SRC/RC/S, B2/28F
Completed: September 1993
Type of Ownership: Land—Co-ownership (55% interest) 

Building—Co-ownership (55% interest) 
Representative Tenants: Sun Microsystems K.K.; Tokyu Community Co., Ltd.; Oracle

Corporation Japan
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Tokyu Nampeidai-cho Building is a five-story office building located in Shibuya
Ward, which Tokyu Corporation uses as its head office. A fixed-term lease
contract is in effect until December 2012, contributing to earnings stability. 
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Tokyu Sakuragaoka-cho Building is a nine-story office building located in
Shibuya Ward, mostly occupied by Tokyu Corporation, which the operating
division uses as its head office. A fixed-term lease contract is in effect until
December 2011, contributing to earnings stability. 
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Tokyu Nampeidai-cho Building

Tokyu Sakuragaoka-cho Building

Address: 5-6, Nampeidai-cho, Shibuya-ku, Tokyo
Nearest Station: Approximately a seven-minute walk from Shibuya Station—JR

Yamanote line/ Tokyu Toyoko line/ Tokyu Den-en-toshi line/ Keio
Inokashira line/ Tokyo Metro Hanzomon and Ginza lines

Total Land Space: 2,013.28m2

Total Floor Space: 7,003.88m2

Structure/Floors: SRC, B2/5F
Completed: July 1992
Type of Ownership: Land—Proprietary ownership 

Building—Proprietary ownership
Tenant: Tokyu Corporation

Address: 31-2, Sakuragaoka-cho, Shibuya-ku, Tokyo
Nearest Station: Approximately a five-minute walk Shibuya Station—JR Yamanote

line/ Tokyu Toyoko line/ Tokyu Den-en-toshi line/ Keio Inokashira
line/ Tokyo Metro Hanzomon and Ginza lines

Total Land Space: 1,013.03m2

Total Floor Space: 6,505.39m2

Structure/Floors: SRC, B3/9F
Completed: June 1987
Type of Ownership: Land—Proprietary ownership

Building—Compartmentalized ownership
Tenants: Tokyu Corporation; The Tokyo Electric Power Company, Incorporated
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Tokyo Nissan Taito Building is a ten-story office building situated along
Kiyosubashi-dori. A fixed-term lease contract for the first two floors and the
underground parking area is in place with the principal tenant, Tonichi Carlife
Group Inc., contributing to earnings stability. 
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TOKYU REIT Akasaka Hinokicho Building is a seven-story office building situated
along Akasaka-dori. During the first fiscal period, TOKYU REIT renovated floors
two to seven, upgrading sanitation facilities, and installed new air conditioners
on the vacant sixth floor to increase competitiveness. TOKYU REIT signed a
leasing agreement with a new tenant for the sixth floor to come into effect in the
third fiscal period (September 2004). 
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Tokyo Nissan Taito Building

TOKYU REIT Akasaka Hinokicho Building

Address: 2-6-6, Moto-Asakusa, Taito-ku, Tokyo
Nearest Station: Approximately a three-minute walk from Inari-cho Station—Tokyo

Metro Ginza line, a four-minute walk from Shin-Okachi-machi
Station—Toei Oedo line, and a ten-minute walk from Ueno
Station—JR Yamanote line

Total Land Space: 1,718.45m2

Total Floor Space: 11,373.20m2

Structure/Floors: SRC, B2/10F
Completed: September 1992
Type of Ownership: Land—Proprietary ownership

Building—Proprietary ownership
Representative Tenants: Tonichi Carlife Group Inc.; Metropolitan Intercity Railway

Company; Ataka Construction & Engineering Co., Ltd.

Address: 6-14-15, Akasaka, Minato-ku, Tokyo
Nearest Station: Approximately a four-minute walk from Akasaka Station—Tokyo

Metro Chiyoda line
Total Land Space: 866.61m2

Total Floor Space: 4,058.92m2

Structure/Floors: RC, 7F
Completed: August 1984
Type of Ownership: Land—Proprietary ownership

Building—Proprietary ownership
Representative Tenants: Q-TEC, Inc.; Rome Tile Japan Co., Ltd.; 

Seven-Eleven Japan Co., Ltd.
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TOKYU REIT Kamata Building is a nine-story office building adjacent to the Ota
City Office. Kamata is an area in the center of Ota-ku, the third most populous
district in Tokyo, while Kamata Station is a convenient terminal served by two
Tokyu railway lines and one JR line. A proposed railway link between the Tokyu
Tamagawa Line and the Keikyu Airport Line enhances the possibility that the
area will become even more convenient in the future. (Council for Transport
Policy Report No. 18)
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Resona Maruha Building is a unique office building facing Uchibori-dori in
Otemachi, one of the most highly regarded office building districts in Japan. Six
of the eight upper floors that TOKYU REIT acquired are leased to Maruha
Corporation. Two of the floors that were vacant during the acquisition
underwent substantial renovations, which were finished on June 15, 2004.
TOKYU REIT signed a leasing contract with a new client for one of these floors.
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TOKYU REIT Kamata Building

Resona Maruha Building

Address: 5-13-23, Kamata, Ota-ku, Tokyo
Nearest Station: Approximately a two-minute walk from Kamata Station—Tokyu

Ikegami line/ Tokyu Tamagawa line/ JR Keihin Tohoku line.
Total Land Space: 1,642.86m2

Total Floor Space: 10,244.51m2

Structure/Floors: S/SRC, B1/9F
Completed: February 1992
Type of Ownership: Land—Proprietary ownership

Building—Proprietary ownership
Representative Tenants: Itochu TECHNO-SCIENCE Corporation; Dai Nippon Toryo

Co., Ltd.; NSP Limited

Address: 1-1-2 Otemachi, Chiyoda-ku, Tokyo
Nearest Station: Approximately a one-minute walk from Otemachi Station—Tokyo

Metro Chiyoda, Hanzomon, Tozai and Marunouchi lines/ Toei Mita
line

Total Land Space: 6,893.71m2

Total Floor Space: 74,379.30m2

Structure/Floors: S/SRC, B4/25F
Completed: November 1978
Type of Ownership: Land—Co-ownership (27% interest), 

Building—Compartmentalized ownership
Representative Tenants: Maruha Corporation
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Reinvestment of Capital Generated through TOKYU REIT

Tokyu Group Companies

Capital Market
Reinvestment

in
Tokyu Areas

Support & Enhance
the Value of
Tokyu Areas

Support & Enhance
TOKYU REIT’s

Portfolio Value

Transportation capacity enhancement
Real estate development in the areas

Other Use
of Proceeds

Investment

Return

Capital

Properties

Appendix 1

Capitalize on Synergies 
with Tokyu Group Companies/Tokyu areas

■ One value-enhancing synergy between Tokyu group companies and Tokyu areas is TOKYU REIT’s ability to acquire

properties from Tokyu group companies.  It is very unique that capital invested by TOKYU REIT in properties acquired

from Tokyu group companies can be reinvested in Tokyu areas. 

■ For instance, Tokyu Corporation is involved in transportation capacity enhancement and redevelopment projects in

Shibuya, the Tokyu Line Area terminus. We believe that reinvestment in Tokyu areas will make them more attractive for

investment and enhance the value of TOKYU REIT’s portfolio. 

■ These strategies are very unique to TOKYU REIT compared with other J-REITs.
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Appendix 2

Our Challenges

Growth

Achievements Objectives

External
Growth

Internal
Growth

Disclosure
and IR

Portfolio

Finance

Governance

Stability

Transparency

■ 4 properties acquired (JPY 44.4 billion)
■ Collaboration with Tokyu group companies

• Group pipeline in acquisition
• Warehousing function

■ Acquire additional high-quality properties
■ Collaborate with Tokyu group companies

■ Improved portfolio quality
• Increased properties in Central Tokyo
• Increased large-scale, high quality properties
• Portfolio PML improved

■ Improve portfolio quality

■ Leasing-up in Setagaya Business Square, TOKYU REIT 
Omotesando Square, Resona Maruha Building, etc.

■ Introduction of percentage rent system
■ Optimal cost control through CapEx control

■ Lease-up of Resona Maruha Building, Setagaya Business 
Square, TOKYU REIT Akasaka Hinokichio Building

■ Increase percentage rent system
■ Continue cost reduction effort

■ Long-term, fixed-rate interest, and dispersion of  maturity dates
■ Unsecured debt financing introduced
■ Cash management by utilizing Beacon Hill Plaza deposit

■ Fully utilized governance system
■ Implementation of internal rules for related-party 

Transactions

■ Promote of Long-term, fixed-rate interest
■ Diversify financing method incl. by obtaining ratings

■ Web site launched
■ Active investor meetings

■ Improve web site
■ Hold more investor meetings

■ The above chart shows TOKYU REIT’s achievements and objectives from the viewpoint of its three key strategies:

growth, stability and transparency. 

■ TOKYU REIT will seek to acquire additional high-quality properties both from third parties and Tokyu group companies. 

■ In terms of internal growth, TOKYU REIT seeks to lease-up Resona Maruha Building and TOKYU REIT Akasaka

Hinokicho Building and is continuing to promote the introduction of a percentage rent system. TOKYU REIT’s cost

reduction efforts are ongoing.

■ TOKYU REIT will pursue lower cost debt financing from a wider range of sources.

■ TOKYU REIT will make constant efforts to maintain transparent governance and disclosure by such measures as web

site improvements and more frequent investor meetings.
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Third Fiscal Period Property Acquisitions

The sole long-term leaseholder of Yokohama Yamashita-cho Building (Barneys
New York Yokohama Store) is Isetan Company Limited, whose wholly owned
subsidiary Barneys Japan Co., Ltd. operates under a sublease. The latter operates
a Barneys New York store on the property that, since it opened for business as a
select fashion store, has been acknowledged as representing the pinnacle
among specialist stores of its kind in Japan. The property also contains two
restaurants and a hair salon (mod’s hair). 
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Ito-Yokado Noukendai Store is a large-scale General Merchandise Store (GMS)
with 7,000 tsubo (a tsubo is Japan’s former unit of area and is equivalent to
3.3 m2) of shopping space and provides space for 900 vehicles in its parking
garage on the premises. The property is not situated in a major investment area,
but was judged to be excellent for its location in a retail and commercial district
that is expected to bring stable growth. 
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Yokohama Yamashita-cho Building (Barneys New York Yokohama Store)

Beacon Hill Plaza (Ito-Yokado Noukendai Store)

Address: Yamashita-cho 36-1, Naka-ku, Yokohama City, Kanagawa
Nearest Station: Approximately a one-minute walk from Motomachi-Chukagai

Station-Yokohama Minatomirai line
Total Land Space: 1,350.57m2

Total Floor Space: 8,583.54m2

Structure/Floors: SRC, B2/7F
Completed: July 1993
Type of Ownership: Land—Proprietary ownership

Building—Proprietary ownership
Tenants: Isetan Company Limited

Address: Noukendai-Higashi 3-1, Kanazawa-ku, Yokohama City, Kanagawa
Nearest Station: Approximately a four-minute walk from Noukendai Station-Keihin

Kyuko line
Total Land Space: 17,318.78m2

Total Floor Space: 46,587.87m2

Structure/Floors: SRC, B2/4F
Completed: June 1998
Type of Ownership:Land—Proprietary ownership

Building—Proprietary ownership
Tenants: Ito-Yokado Co., Ltd.
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Unitholder Information

Unit Price Chart
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TOKYU REIT

Unitholder Composition
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(%)

By Investment Unit
(98,000 units total)

By Unitholder
(9,961 unitholders total)

Individuals in Japan
22,562 units (23.02%)

Individuals in Japan
9,548 unitholders (95.85%)

Domestic Financial Institutions*
40,938 units (41.77%)

Other Domestic Corporations
22,059 units (22.51%)22,059 units (22.51%)

Other Domestic Corporations
22,059 units (22.51%)

Foreign
Corporations

and Individuals

12,441 units
(12.70%)

Domestic Financial Institutions*
103 unitholders (1.04%) Other Domestic Corporations

260 unitholders (2.61%)
Foreign Corporations and Individuals

50 unitholders (0.50%)

* Securities companies are classified into “Other Domestic Corporations.”

Results Reporting Schedule

2nd Period 3rd Period      

Date of settlement Jul. 31, 2004 Jan. 31, 2005

Results announcement Sep. 24, 2004 Late Mar., 2005

Shipment of asset management report Oct. 19, 2004 Middle Apr., 2005

Payment of dividends Oct. 19, 2004 Middle Apr., 2005

* The last price of September 10, 2003, TOKYU REIT was listed, is set to 100.



* NAV = Net Assets + (Period-End Appraisal Value – Acquisition Costs)

** EPS of first fiscal period is calculated using the weighted-average number of 
investment units (98,000 units) for the actual number of asset management 
days for the period commencing September 10, 2003.

*** NAV per Unit = NAV / Number of units at the end of the fiscal period

FINANCIAL SUMMARY ■ 2nd Fiscal Period ■ 1st Fiscal Period

Financial Summary

2nd

   
¥122,583 million

¥111,740 million

  ¥53,092 million

   
¥60,000 million

48.9 %

53.7 %

   
¥4,341 million

¥1,394 million

¥2,003 million

   
¥14,230

¥14,231

¥41,004 (Annualized)

   
¥643,097

¥541,756

1.03 times

15.68 times (Annualized)

4.44 %

   
¥118,461 million

¥103,050 million

  ¥50,537 million

   
¥56,700 million

47.9 %

55.0 %

   
¥2,896 million

¥930 million

¥1,397 million

   
¥9,488

¥9,488

¥36,123 (Annualized)

   
¥530,828

¥515,687

1.03 times

14.70 times (Annualized)

4.53 %

Valuations
Average Market Price per Unit

NAV per Unit***

NAV Ratio

FFO Ratio

Distribution Yield

Distributions
Cash Distribution per Unit

Net Income per Unit (EPS**)

FFO per Unit

Income
Operating Revenues

Net Income

Funds From Operations (FFO)

Debt
Interest-Bearing Liabilities

Total Assets Loan-to-Value (LTV) Ratio

Period-End Appraisal LTV Ratio

Assets
Total Assets

Period-End Appraisal Value

Net Asset Value (NAV*)

Address
1-12-1 Dogenzaka, Shibuya-ku, Tokyo

Established
June 20, 2003

Executive Director
Masahiro Horie

Supervisory Directors
Giichi Yanagisawa

Maruhito Kondo

Independent Auditors
ChuoAoyama PricewaterhouseCoopers

3-2-5 Kasumigaseki, Chiyoda-ku, Tokyo

Date of Settlement
Annually on January 31 and July 31

Unitholders’ General Meeting
More than once every two years

Date for Finalizing General
Meeting Voting Rights
As designated under Article 13 of the by-laws

Date for Determining Dividend Payments
Annually on January 31 and July 31

(Dividends paid within three months of this date)

Transfer Agent
The Mitsubishi Trust and Banking Corporation

1-4-5 Marunouchi, Chiyoda-ku, Tokyo

Transfer Agent’s Head Business Office
Transfer Agent Department

The Mitsubishi Trust and Banking Corporation

1-7-7 Nishi-Ikebukuro, Toshima-ku, Tokyo

Tel: +81-3-5391-1900

Transfer Agent’s Locations
Nationwide branches of The Mitsubishi Trust and Banking

Corporation

Listing
Tokyo Stock Exchange (8957)

■ For further information please visit the TOKYU REIT website at (www.tokyu-reit.co.jp)



Stable Earnings and Cash Distributions through 
Investment in Highly Competitive Properties in 

Areas with Strong Growth Potential

Semiannual ReportTOKYU REIT, Inc. Second Fiscal  Period
From February 1, 2004 to July 31, 2004

TOKYU REIT, Inc.
www.tokyu-reit.co.jp
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