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TOKYU REIT, Inc.

[Q&A]

<Questioner A>

(Q: A-1) In the previous financial results, you set an estimated achievement period for
the Adjusted EPS* Medium-term target of 3,500 yen to be the fiscal period
ending January 2027. Can you tell us if there has been any change to the target
achievement period in light of the current environment?

(A: A-1) As it currently stands, we will not be changing our estimated achievement period

from the fiscal period ending January 2027. Internal growth has been favorable,
with no issues. As for external growth, although we are exploring acquisitions
of properties using the funds from sales of CONZE Ebisu and TOKYU REIT
Toranomon Building, the period of property acquisition is undetermined, so
there is a possibility that the achievement period could vary based on its

schedule.

*Adjusted EPS = EPS - Gain on sale of real estate, etc. per unit + Amount of reversal of reserve

for reduction entry of replaced property per unit

<Questioner B>

(Q: B-1)

(A: B-1)

On page 11 of the financial results presentation, one of the breakdowns in the
road map for the Adjusted EPS Medium-term target of 3,500 yen factors in 300
yen for the acquisition of new properties. Could you please tell us about the size,
yield, and LTV level of the hypothetical properties to be acquired in this
calculation? It is understood that TOKYU REIT has never had a book value-
based LTV level exceeding 45%, but are you considering a level higher than
45%7?

At present, the size of properties to be acquired has not been definitively
decided. The funds generated through the second and third dispositions of
TOKYU REIT Toranomon Building are planned to be allocated for property
acquisitions. Furthermore, since we have an acquisition capacity of 33.6 billion
yen to reach the LTV level of up to 50%, we are considering using these sets of
funds to acquire properties. The assumed NOI yield after depreciation of an

acquired property is estimated to be around 3%. We will continue to compare



(Q: B-2)

(A: B-2)

the effects of property acquisitions and acquisition of own investment units and
make a decision once we explore which will contribute to better EPS
improvement. As for LTV based on total assets, we previously set it to 45% as
a guideline, but we are now also considering acquiring properties in the
increased range of 45-50%.

It is understood that the Sales-and-Replacement phase, as part of the Long-
Term Investment Management Strategy, the Surf Plan, is ongoing. However,
could you please share your thoughts on the forecast of real estate prices
against the backdrop of inflation, rising interest rates, increased borrowing costs,
and the like?

We recognize that we are in a Sales-and-Replacement phase due to the real
estate trading market currently being in a high-price period. Our policy is to
proceed with actively disposing of properties to third parties and then utilizing
the funds from disposal for the acquisition of own investment units and
acquisition of properties in the Shibuya and Tokyu areas, which are focused

investment areas.

<Questioner C>

(Q: C-1)

(A: C-1)

(Q: C-2)

On page 31 of the financial results presentation, we can see that capital
expenditures will increase as per the listed schedule of construction work. Could
you please explain your determining criteria for execution of construction work
and forecast period for cost recovery?

We do not set a fixed hurdle rate for value-added construction. Instead, our
determining criteria is based on whether it will contribute to improved NOI after
depreciation according to tenant needs and contract terms. For example, we
conducted commercialization work on the Akihabara Sanwa Toyo Building in
the fiscal period ended January 2025. We decided to perform construction work
because despite incurring about 100 million yen in costs, cost recovery would
be complete in approximately five years due to an annual increased revenue
effect of 18 million yen, and the tenants are under ten-year contracts. Our
stance is that we will decide to perform construction work after determining
whether capital expenditures can be recovered through rent increases over the

contracted period based on contracts with tenants.

Do the debt cost figures in the results forecast account for when and how many



(A: C-2)

<Questioner
(Q: D-1)

(A: D-1)

<Questioner
(Q: E-1)

(A: E-1)

times the Bank of Japan may raise interest rates? In addition, could you please
explain your view on most recent financial institution’s lending attitude?

There have been no significant changes in our lenders’ lending attitudes.
Generally speaking, we borrow at long-term, fixed interest rates, but we also
procure others at variable interest rates to curb a portion of rate increases. We
anticipate the average interest rate to increase by about 10bps from fiscal
period ended January 2025 to fiscal period ending January 2026. While we do
not factor in increases at the rate of when the Bank of Japan is forecasted to

raise interest rates, figures do conservatively factor in rate increases.

D>

There is an impression that tenant move-ins and move-outs are performing well.
Could you tell us about any trends, such as types of businesses performing well
in the leasing section, characteristics of responses from tenants across all
businesses regarding rent revisions, and the like that you have noted?

In terms of offices, thanks partly to properties within the portfolio concentrating
in the Shibuya area, there is a strong preference for Shibuya, and the industry
as a whole is performing well. There is also strong demand from IT-related
companies. The number of tenant companies who view office strategies as a
strategy for hiring more staff is increasing, and we feel that there is a heightened
demand for properties in the Shibuya area from businesses who view having
offices as a strategy for improving their business performance. Tenants also
understand the status of the leasing market, and we are in a situation where
they are willing to accept revision of rent increases. Tenants with fixed-term
lease agreements account for roughly half of all tenants, and we have achieved
rent revisions at above-market rates with them. We are also witnessing
instances where some over-rented tenants are willing to increase their rents in
comparison to the cost of moving to another building. Even roughly half of
regular-type rent tenants are willing to accept a rent increase, and we anticipate

further rent increases in the future.

E>

How is the situation of demand for shared offices among your portfolio
properties?

There is impressive demand for shared offices, but whether a business will

commit to it depends on its ability to pay rent. Currently, the situation is one



where the tenant renting the space to use as a regular office can afford to pay
higher rent. Still, this matter will be explored in the future when companies now
renting shared offices can afford to pay more. We are aware that discussions
on whether to offer a fixed rental agreement or a variable rental agreement

based on the occupancy of shared offices are needed.

What are the effects of inbound tourism on retail facilities?

A large flow of inbound tourists is being observed in the Shibuya area. In
response to this impact, the market for our portfolio properties is attracting
customers, and the ability of our tenants to pay rent is also increasing. We
believe that this will have a positive effect on the re-signing of fixed-term lease

agreements for retail tenants, which are currently under negotiation.



