6. Condition of Investment Transactions

(1) Transactions of Property, Asset-Backed Securities, Etc. and Infrastructure Assets, etc.
and Infrastructure Related Assets

(millions of yen)

Acquisition Transfer
Type of assets | Name of property | acquisition Acquisition_l_ransfer date Transfer | Net book [Gain (loss)
date Price (note) amount value |on transfer

Trust beneficiary | Nisseki Yokohama
interest in real estate Building

Total - 24,500 - - - -

April 1, 2015 24,500 - - - -

(Note) The acquisition price indicates the contracted amount of the property in each purchase agreement or trust beneficiary interest transfer
agreement excluding related expenses (brokerage fee, taxes, etc.).

(2) Transactions of Other Assets
None

(3) Appraisal and Research for Specified Asset Value, Etc.
1) Real estate, etc.

(millions of yen)

Acquisition Name of Type of Acquisition | Acquisition | Appraisal Appraiser Appraisal
or transfer property assets date Price (note) Value PP Date
Nisseki Trust
. beneficiary April 1, Japan Real Estate | March 3,
Acquisition Yok.oh.a ma interest in 2015 24,500 24,600 Institute 2015
Building
real estate

(Note) The acquisition price is the purchase price of the property stated in the purchase agreement (excluding the amount equivalent to
consumption taxes, etc.).

2) Others
None

(4) Transactions with Interested Parties
1) Transactions
None

2) Amounts of fees paid and other expenses

(Unit: Thousands of yen)
Breakdown of transactions with interested parties

Classification Total amount paid (A) and major shareholders B/A
Paid to Amount paid (B)
NIPPON STEEL KOWA
Property management REAL ESTATE CO,, LTD. 195,596 13.9%
costs and fees 1,406,073 Kowa Real Estate Facilities, 200.249 20.69
Co., Ltd. 24 6%
Total 1,406,073 - 485,846 34.6%

(Note 1) Figures indicate fees paid to interested parties of asset management companies with whom JEI had transactions during the
six months ended June 30, 2015.

(Note 2) Other than the Total amount paid indicated above, the following payments were made for maintenance and repair work, etc.
which were ordered to interested parties and major shareholders during the period.

NIPPON STEEL KOWA REAL ESTATE CO., LTD. 6,203 thousand yen
KOWA REAL ESTATE FACILITIES CO., LTD. 179,374 thousand yen
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(5) Transactions with Asset Management Company Concerning the Additional Businesses of
the Asset Management Company
The Asset Management Company (Japan Excellent Asset Management Co., Ltd.) does not conduct any
additional business falling under the categories of the type I financial instruments business, type Il financial

instruments business, building lots and buildings transaction business, or real estate specified joint enterprise,
and had no applicable transactions.
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7. Accounting
(1) Assets, Liabilities, Principal, and Profit and Loss
For assets, liabilities, principal, and profit and loss, please refer to the attached Balance Sheets, Statements of
Income and Retained Earnings, Statements of Changes in Net Assets, Notes to Financial Statements and
Distribution Information.

(2) Change in Depreciation Calculation Method
No changes were made during the period.

(3) Change in Asset and Infrastructure Assets, etc. Valuation Method
No changes were made during the period

8. Others
(1) Notice
1) General unitholders’ meeting
There were no applicable items during the period.

2) Board of directors meeting
Major issues related to the execution and modification of major contracts approved by the board of
directors of JEI during the six months ended June 30, 2015 is summarized below.

Approval date Approved agenda Description

The board of directors made a
comprehensive resolution on investment
corporation bonds to be issued in the period
from February 17, 2015 to February 8,
2016. The board of directors approved the
respective candidate general administrator
for ‘“administrative duties concerning
Entrustment of general . . . -
- . . offering of investment corporation bonds
administrative duties D . .
February 16, 2015 .. and ‘“administrative duties concerning
concerning investment . . .
. acceptance of claims for exercise of rights
corporation bonds S .
and other inquiries from creditors of the
investment  corporation, and  other
administrative duties concerning
investment corporation bonds during the
period,” and assigned decisions on all other
necessary matters to the Executive
Director.

(2) Investment Trust Beneficiary Certificates Incorporated by JEI
There were no applicable items during the period.

(3) Juridical Persons Owning Overseas Real Estate and Status of the Owned Real Estate
There were no applicable items during the period.

(4) Other
Unless otherwise stated, monetary amounts have been rounded down and percentage figures have been
rounded off to the nearest indicated unit in this Report.
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Japan Excellent, Inc.

Balance Sheets
As of June 30, 2015 and December 31, 2014

As of As of
June 30, December 31,
2015 2014

(Thousands of yen)

Assets
Current assets:
Cash and cash equivalents including trust
accounts (Notes 4 and 5)
Rental receivables
Consumption taxes refundable
Prepaid expenses and other current assets

Total current assets

Property and equipment (Note 7):
Buildings and building improvements
Machinery and equipment
Furniture and fixtures
Land
Construction in progress
Buildings and building improvements for trust

accounts

Machinery and equipment for trust accounts
Furniture and fixtures for trust accounts
Land for trust accounts
Construction in progress for trust accounts
Less: accumulated depreciation

Net property and equipment

Intangible assets:
Leasehold rights
Brand and trademark
Leasehold rights for trust accounts
Other intangible assets for trust accounts

Total intangible assets

Investments and other assets:
Security deposits
Long-term prepaid expenses
Other assets

Total investments and other assets

Deferred assets:

Investment corporation bond issuance costs
Total deferred assets
Total assets

18,447,139 20,133,941
867,254 891,341
801,341 -
200,300 187,374

20,316,035 21,212,657
5,806,732 5,681,733
6,253 6,253
10,716 10,716
3,032,788 3,032,788
- 3,690

116,180,982 103,706,287
709,585 646,734
173,626 159,600

165,111,023 152,291,494

9,254 6,177
(20,545,518) (18,759,431)
270,495,444 246,786,043

1,721,607 1,721,607
251 308
7,380,016 7,380,016
4,943 5,071
9,106,819 9,107,004
15,181 15,181
612,425 483,751
334,087 321,631
961,694 820,564
96,374 110,837
96,374 110,837
300,976,368 278,037,107

The accompanying notes are an integral part of these financial statements.
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Liabilities

Current liabilities:
Accounts payable — trade
Short-term loans (Notes 5 and 8)

Investment corporation bonds due within one year

(Notes 5 and 9)
Long-term debt due within one year
(Notes 5 and 8)
Accounts payable — other
Accrued expenses
Accrued corporation taxes
Accrued consumption taxes
Advances received
Other current liabilities

Total current liabilities

Long-term liabilities:
Investment corporation bonds
(Notes 5 and 9)
Long-term debt
(Notes 5 and 8)
Security deposits from tenants
(Note 5)
Security deposits from tenants for trust accounts
(Note 5)
Total long-term liabilities

Total liabilities

Net assets (Note 10)
Unitholders’ equity:

Unitholders’ capital

Surplus
Voluntary reserve

Reserve for advanced depreciation of
non-current assets

Retained earnings

Total surplus
Total unitholders’ equity
Total net assets
Total liabilities and net assets

As of

As of

June 30, December 31,
2015 2014
(Thousands of yen)
1,216,219 791,736
29,500,000 -
- 5,000,000
23,540,000 15,540,000
435,855 344,429
181,834 205,401
766 541
- 432,931
91,717 86,881
317 —
54,966,711 22,401,922
25,000,000 25,000,000
77,360,000 88,360,000
723,465 764,784
11,840,224 10,481,873
114,923,690 124,606,658
169,890,401 147,008,581
127,950,539 127,950,539
37,347 37,347
3,098,080 3,040,640
3,135,427 3,077,987
131,085,966 131,028,526
131,085,966 131,028,526
300,976,368 278,037,107

The accompanying notes are an integral part of these financial statements.
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Japan Excellent, Inc.

Statements of Income and Retained Earnings

For the periods from January 1, 2015 to June 30, 2015
and from July 1, 2014 to December 31, 2014

For the period For the period
from January 1, from July 1, 2014
2015 to June 30, to December 31,

2015 2014
(Thousands of yen)
Revenues (Note 13):
Rental revenues 9,215,979 8,754,613
Other 905,368 941,198
Total revenues 10,121,347 9,695,812
Operating expenses (Note 13):
Property operating expenses 5,533,045 5,180,793
Asset management fees 415,782 409,168
Custodian fees 20,762 20,748
Administrative service fees 39,719 40,643
Compensation for directors 6,540 6,540
Other 86,640 74,016
Total operating expenses 6,102,489 5,731,910
Operating income 4,018,858 3,963,901
Other income:
Interest income 1,938 1,799
Other 875 2,419
Other expenses:
Interest expense 634,385 627,936
Loan arrangement fees 105,178 143,137
New investment unit issuance costs 30,447 -
Interest expense on investment corporation bonds 137,980 140,904
Amortization of investment corporation bond
issuance costs 14,463 14,463
Other 263 525
Ordinary income 3,098,954 3,041,153
Income before income taxes 3,098,954 3,041,153
Income taxes (Note 12):
Current 1,159 907
Deferred (10) 7
Net income 3,097,804 3,040,238
Retained earnings at beginning of period 275 402
Retained earnings at end of period 3,098,080 3,040,640

The accompanying notes are an integral part of these financial statements.



Balance as of June 30,
2014

Changes during the
fISCq period: )

Distributions from
retained earnings

Net Income

tal cnan es durin
t e fiscal period g

Balance as ot
December 31, 2014

Balance as ot
December 31, 2014

(,nanqes during the
fiscal period:

pistributions 1rom
retained earnings

Net iIncome

I otal cnanges during
the fiscal period

Balance as or June 30,
2015

Japan Excellent, Inc.
Statements of Changes in Net Assets

For the periods from January 1, 2015 to June 30, 2015

and from July 1, 2014 to December 31, 2014

For the period from July 1, 2014 to December 31, 2014

Net assets
Unitholders’ equity
Surplus
Voluntary
reserve
Reserve
or
gdvanceg[i
epreciati
]ymbe , gn of . Total
units Umtholdf,rs non-curre  Retained Totfal unitholders Total net
|n Issue capita ntassets  earnings surplus equity assets
(Thousands of yen)
1,212,750 127,950,539 37,347 3,010,447 3,047,794 130,998,333 130,998,333
- - - (3,010,045)  (3,010,045) (3,010,045) (3,010,045)
- - - 3,040,238 3,040,238 3,040,238 3,040,238
- - - 30,192 30,192 30,192 30,192
1,212,750 127,950,539 37,347 3,040,640 3,077,987 131,028,526 131,028,526
For the period from January 1, 2015 to June 30, 2015
Net assets
Unitholders’ equity
Surplus
Voluntary
reserve
Reserve
gdvanced
epreC|at|
Number . tal
of units Umtholdfrs’ non curre Retajned Totial umtholders Total net
in I1ssue capita ntassets  earnings surplus equity assets
(Thousands of yen)
1,212,750 127,950,539 37,347 3,040,640 3,077,987 131,028,526 131,028,526
- - - (3,040,364)  (3,040,364) (3,040,364) (3,040,364)
- - - 3,097,804 3,097,804 3,097,804 3,097,804
- - - 57,440 57,440 57,440 57,440
1,212,750 127,950,539 37,347 3,098,080 3,135,427, 131,085,966 131,085,966

The accompanying notes are an integral part of these financial statements.
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Japan Excellent, Inc.

Statements of Cash Flows

For the periods from January 1, 2015 to June 30, 2015

and from July 1, 2014 to December 31, 2014

Cash flows from operating activities
Income before income taxes
Depreciation and amortization
Amortization of investment corporation bond issuance
costs
New unit issuance costs
Interest income
Interest expense
Decrease (increase) in rental receivables
Decrease (increase) in consumption taxes refundable
Decrease (increase) in prepaid expenses
Increase (decrease) in accounts payable — trade
Increase (decrease) in accounts payable — other
Increase (decrease) in unpaid consumption taxes
Increase (decrease) in advances received
Decrease (increase) in long-term prepaid expenses
Other, net
Subtotal
Interest received
Interest paid
Income taxes paid
Net cash provided by operating activities

Cash flows from investing activities

Purchases of property and equipment

Purchases of property and equipment for trust accounts

Purchases of intangible assets

Purchases of intangible assets for trust accounts

Proceeds from security deposits from tenants

Payments for security deposits to tenants

Proceeds from security deposits in trust accounts from
tenants

Payments for security deposits in trust accounts to tenants

Net cash used in investing activities

Cash flows from financing activities

Proceeds from short-term loans

Repayment for short-term loans

Proceeds from long-term debt

Repayment for long-term debt

Payments for investment corporation bond redemption
Payments for new unit issuance costs

Distributions to unitholders

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

For the period

For the period

from from
January 1, July 1,
2015 to 2014 to
June 30, December 31,
2015 2014
(Thousands of yen)
3,098,954 3,041,153
1,786,271 1,657,642
14,463 14,463
30,447 —
(1,938) (1,799)
772,365 768,840
24,086 (34,109)
(801,341) 374,253
(7,708) 64,349
151,080 (28,378)
68,402 11,645
(432,931) 432,931
4,835 (11,919)
(128,674) (113,055)
(31,715) (5,141)
4,546,598 6,170,875
1,938 1,799
(795,931) (800,125)
(996) (1,029)
3,751,608 5,371,520
(125,225) (51,915)
(25,091,268) (478,670)
- (204)
(5,092) -
12,872 6,536
(54,192) (17,073)
1,571,632 209,992
(199,725) (328,395)
(23,890,997) (659,730)
54,000,000 -
(24,500,000) -
2,000,000 15,500,000
(5,000,000) (15,500,000)
(5,000,000) -
(6,138) -
(3,041,275) (3,008,861)
18,452,586 (3,008,861)
(1,686,802) 1,702,927
20,133,941 18,431,014
18,447,139 20,133,941

The accompanying notes are an integral part of these financial statements.
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Japan Excellent, Inc.

Notes to Financial Statements

For the periods from January 1, 2015 to June 30, 2015
and from July 1, 2014 to December 31, 2014

1. Organization

Japan Excellent, Inc. (hereinafter, “JEI”), established on February 20, 2006 under the Law
Concerning Investment Trusts and Investment Corporations of Japan (the “Investment Trust
Law”), is a real estate investment corporation which primarily invests in office buildings.

JEI is externally managed by a licensed asset management company, Japan Excellent Asset
Management (“JEAM”). JEAM was originally owned 45% by NIPPON STEEL KOWA
REAL ESTATE CO., LTD., 20% by The Dai-ichi Life Insurance Company, Limited, 15% by
Sekisui House, Co., LTD., and 20% by other corporations. Due to the transfer of ownership
by Sekisui House, Co., LTD., on May 12, 2014, ownership interests of 9% and 6% were each
acquired by NIPPON STEEL KOWA REAL ESTATE CO., LTD., and The Dai-ichi Life
Insurance Company, Limited, respectively.

JEI was listed on the Tokyo Stock Exchange on June 27, 2006. As of June 30, 2015, JEI held
31 properties with 370,671 square meters of total leasable space and had leases with 219
tenants excluding residential tenants.

2. Basis of Presentation

JEI maintains its accounting records and prepares its financial statements in accordance with
accounting principles generally accepted in Japan (“Japanese GAAP”), including provisions
set forth in the Investment Trust Law, the Corporation Law of Japan, the Financial
Instruments and Exchange Law of Japan and related regulations, which are different in certain
respects as to the application and disclosure requirements of International Financial Reporting
Standards.

The accompanying financial statements are a translation of the financial statements of JEI,
which were prepared in accordance with Japanese GAAP and presented in the securities
report of JEI filed with the Kanto Local Finance Bureau. In preparing the accompanying
financial statements, certain reclassifications and modifications have been made for the
convenience of readers outside Japan. In addition, the notes to the financial statements include
information that might not be required under Japanese GAAP but is presented herein as
additional information.

The amounts have been rounded down to the nearest thousand yen in the accompanying

financial statements in accordance with the financial statements originally prepared in
Japanese and filed with the regulatory authorities in Japan.
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3. Summary of Significant Accounting Policies
Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, deposits with banks and short-term
investments which are highly liquid, readily convertible into cash with an insignificant risk of
price fluctuation and with an original maturity of three months or less.

Property and equipment including trust accounts and trademark rights

Depreciation is computed by the straight-line method over the estimated useful lives of the
respective assets as follows:

Buildings 2 — 60 years
Building improvements 2 — 59 years
Machinery and equipment 6 — 16 years
Furniture and fixtures 3—15years

Amortization of trademark rights is computed using the straight-line method over a period of
10 years.

Deferred assets

Investment corporation bond issuance costs are amortized using the straight-line method over
the amortization periods.

New investment unit issuance costs are charged to income as incurred.

Income taxes

Income taxes are accounted for on the basis of taxable income for financial statement
purposes. The asset and liability method is used to recognize deferred tax assets and liabilities
for the expected future tax consequences of temporary differences between the carrying
amounts and the tax bases of assets and liabilities.

Consumption taxes

Consumption taxes received and paid are not included in the accompanying statements of
income and retained earnings. Consumption tax related to properties, which has not been
deducted, is included in the cost of the properties.

Property-related taxes

Principally, property-related taxes including property taxes, urban planning taxes and
depreciable property taxes are imposed on a calendar-year basis and are expensed as property
and other taxes (refer to Note 13).
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3. Summary of Significant Accounting Policies (continued)

JEI capitalizes the property-related taxes allocated to the sellers of properties to JEI at the
time of acquisition of such properties including trust accounts. No property-related taxes were
capitalized for the period from July 1, 2014 to December 31, 2014, whereas the capitalized
amount for the period from January 1, 2015 to June 30, 2015 was ¥186,039 thousand.

Revenue recognition

Rental revenues are generally recognized on an accrual basis over the life of each lease.

Derivatives and hedge accounting

JEI utilizes interest-rate swap agreements as derivative financial instruments solely for the
purpose of hedging its exposure against fluctuation risk in interest rates. JEI has therefore
entered into certain interest-rate swap contracts in order to hedge the risk of variable rates for
its long-term debt obligations.

Each corresponding interest-rate swap is not required to be re-measured to fair value, because
it meets the criteria for the special hedge accounting treatment under Japanese GAAP, which
JEI applies to each interest-rate swap agreement.

Under this special hedge accounting treatment, the differentials paid or received under the
swap agreements are recognized and included in interest expense of the hedged loans, and the
interest-rate swaps are not required to be measured at fair value separately. For interest-rate
swaps that meet the specific criteria for the special accounting treatment, assessments of
hedge effectiveness are not performed.

Properties in trust accounts

All assets and liabilities held in trust, for which real estate in possession of JEI was entrusted,
and all earnings and expenses resulting from such trust, are properly reflected in the
accompanying balance sheets and statements of income and retained earnings, respectively.

4. Cash and Cash Equivalents

Cash and cash equivalents including trust accounts in the accompanying balance sheets and
cash and cash equivalents in the accompanying statements of cash flows at June 30, 2015 and
December 31, 2014 consisted of the following:

As of As of
June 30, December 31
2015 2014
(Thousands of yen)
Cash and cash deposits 2,472,809 5,591,016
Cash and deposits in trust 15,974,329 14,542,925
Cash and cash equivalents including
trust accounts 18,447,139 20,133,941
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5.

Financial Instruments

For the periods from January 1, 2015 to June 30, 2015 and from July 1, 2014 to
December 31, 2014

Overview

(1)

(2)

Policy for Financial Instruments

JEI borrows from banks, issues investment corporation bonds and issues investment units
to procure funds required to grow its assets under management and to repay liabilities,
based on the financial policy set forth by JEAM and the Company’s Annual Funds
Procurement Plan. When procuring funds by means of interest-bearing debt, matters such
as seeking longer durations and maturities, securing fixed interest rates over the entire
term of the instrument in order to benefit from the recent favorable financial environment
with low interest rates, and diversifying maturity dates are taken into consideration to
achieve a more stable financial situation and avoid the risk of future interest rate hikes.
Surplus funds may be invested in deposits and safe, liquid financial assets and investment
securities, but are, in principle, placed in fixed-rate term deposits. Derivative transactions
are used solely for the purpose of hedging against the risk of fluctuations in interest rates
of borrowings and investment corporation bonds.

Types of Financial Instruments, Related Risks and Risk Management System

(a) Market Risks (Interest rate fluctuation risk)

Borrowings and investment corporation bonds are primarily used to acquire
properties or to refinance existing borrowings or bonds. Some of such debt were
floating rate instruments and thus were exposed to the risk of interest rate
fluctuations. Based on interest rate forecasts developed through constant financial
market monitoring activities, JEI has concentrated on hedging against the risk of
interest rate fluctuations using interest-rate swaps, through which a floating interest
rate is swapped for a fixed interest rate, which finally led to all existing borrowings
being covered by a fixed interest rate swap for the entire maturity as of June 30,
2015. To reduce credit risk, derivative transactions (interest-rate swaps) are entered
into exclusively with counterparties that are financial institutions having a high
credit rating. For hedging accounting methods, hedging instruments, hedged items,
hedging policies and methods for evaluation of the effectiveness of hedging
activities, see “Derivatives and hedge accounting” under Summary of Significant
Accounting Policies.

(b) Liquidity Risk (Risk of being unable to procure funds required for repayments)

Borrowings and investment corporation bonds are exposed to liquidity risk. This risk
is reduced through diversification of maturity dates and funding sources, and
arrangement of commitment line agreements (as described in Note 8, “Short-Term
Loans and Long-Term Debt,” there is no balance outstanding under the facility
agreements as of June 30, 2015). Liquidity risk is also mitigated through the
constant management of liquidity on hand.
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©)

Financial Instruments (continued)
Supplementary Explanation of the Estimated Fair Value of Financial Instruments

The fair value of financial instruments is based on their quoted market price, if available.
When there is no quoted market price available, fair value is reasonably estimated. Since
various assumptions and factors are reflected in estimating the fair value, different
assumptions and factors could result in a different fair value.

Fair value of financial instruments

The following are carrying values and fair values as of June 30, 2015 and December 31, 2014
of financial instruments and the differences between them. When fair value is difficult to
ascertain, it is excluded from the following table (Note B).

As of June 30, 2015 As of December 31, 2014
Carrlymg Fair value ] Carrying Fair value )
value (Note A) Difference value (Note A) Difference

(Thousands of yen)

(1) Cash and cash

deposits 2,472,809 2,472,809 - 5,591,016 5,591,016 -

(2) Cash .in_trust and

deposits in trust 15,974,329 15,974,329 - 14,542,925 14,542,925 —
Total assets 18,447,139 18,447,139 — 20,133,941 20,133,941 -

(3) Short-term loans

(Note C) 29,500,000 29,500,000 - - - -

(4) Investment

corparation bonds

due within one year
(N

ote C) - - - 5,000,000 5,025,300 25,300

(5) Long-term debt

due ~ within one
year (Note C) 23,540,000 23,709,560 169,560 15,540,000 15,665,909 125,910

(6) Investment

@) Lon?-term debt
(Note C)

corporation bonds
(Note C)

25,000,000 25,373,580 373,580 25,000,000 25,443,840 443,840

77,360,000 78,448,019 1,088,019 88,360,000 89,716,287 1,356,287

Total liabilities 155,400,000 157,031,159 1,631,159 133,900,000 135,851,337 1,951,337

(8) Derivative

*

transactions * _ _ _ _ _ _

The value of assets and liabilities arising from derivative transactions is shown at net value.

(Note A)

Methods for calculating the fair value of financial instruments and matters related to
derivatives transactions

Assets

1)
)

Cash and cash deposits and
Cash in trust and deposits in trust

Carrying value approximates fair value because of the short maturities of these
instruments.

Liabilities

3)
()

Short-term loans,
Long-term debt due within one year and
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5. Financial Instruments (continued)

(7) Long-term debt

Where floating rates apply, book value is generally considered appropriate as fair value.
The fair value of such liabilities is considered to approximate book value, since floating
rates reflect market interest rates within a short period of time.

If the loan is part of long-term debt, in the case of floating-rate debt hedged by an
interest-rate swap, the fair value is calculated in a similar manner using the total principal
and interest amount, treated in combination with the interest-rate swap, given that the
interest-rate swap is subject to the special treatment of interest-rate swaps under Japanese
GAAP.

The fair value of long-term fixed-rate debt and long-term fixed-rate debt due within one
year are calculated by applying a reasonably assumed interest rate as a discount rate,
which was determined to be applicable for the borrowings under similar conditions.

(4) Investment corporation bonds due within one year and

(6) Investment corporation bonds
The fair value of investment corporation bonds issued by JEI is based on quoted market
prices.

(8) Derivative transactions
Please refer to Note 15, “Derivative Transactions.”

(Note B)

+ Financial instruments for which fair value is deemed extremely difficult to determine
The fair values of security deposits from tenants and security deposits from tenants for trust
accounts are as follows:

As of As of
June 30, December 31,
2015 2014
(Thousands of yen)
(D Security deposits from tenants” 723,465 764,784
@ Security deposits from tenants for
trust accounts” 11,840,224 10,481,873

*  Security deposits from tenants and security deposits in trust accounts from tenants in leased properties are
not subject to fair value disclosure, since such deposits have no market price. Furthermore, due to their
characteristics, it is extremely difficult to estimate the fair value of security deposits in advance because of
the uncertainty of the timing when the tenant vacates. As a result, it is therefore impossible to rationally
estimate the exact cash flow from such security deposits.

41



5. Financial Instruments (continued)

- The scheduled redemption amounts of financial assets after the balance sheet date

As of June 30, 2015

lyearorless 1to2years 2to3years 3todyears 4to5years Over5 years
(Thousands of yen)
Cash and cash deposits 2,472,809 - - - - -
Cash in trust and
deposits in trust 15,974,329 - - - - -
As of December 31, 2014
lyearorless 1to2years 2to3years 3todyears 4to5years Over5 years

(Thousands of yen)

Cash and cash deposits 5,591,016
Cash in trust and
deposits in trust 14,542,925
Total 20,133,941
(Note C)

The scheduled redemption amounts of borrowings, investment corporation bonds and other
interest-bearing debt after the balance sheet date

As of June 30, 2015

1 year or less 11to 2 years 2 to 3 years 3 to4 years 4105 years Over 5 years
(Thousands of yen)
Short-term loans 29,500,000 - - - - -
Investment
corporation bonds
due within one year - - - - - -
Long-term debt due
within one year 23,540,000 — — — — —
Investment
corporation bonds — 5,000,000 — 12,000,000 — 8,000,000
Long-term debt - 15,760,000 26,000,000 7,500,000 8,600,000 19,500,000
Total 53,040,000 20,760,000 26,000,000 19,500,000 8,600,000 27,500,000
As of December 31, 2014
1 year or less 1to 2 years 2 to 3 years 3 to 4 years 4105 years Over 5 years
(Thousands of yen)
Short-term loans - - - - - —
Investment
corporation bonds
due within one year 5,000,000 — — — — -
Long-term debt due
within one year 15,540,000 — — — — -
Investment
corporation bonds — 5,000,000 — 7,000,000 5,000,000 8,000,000
Long-term debt - 16,760,000 24,000,000 17,750,000 3,750,000 26,100,000
20,540,000 21,760,000 24,000,000 24,750,000 8,750,000 34,100,000

Total
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6. Investment and Rental Property

For the periods from January 1, 2015 to June 30, 2015 and from July 1, 2014 to
December 31, 2014

JEI owns rental office buildings and other properties in Tokyo and other regions for the
purpose of generating rental income. The following is the carrying value and fair value as of
June 30, 2015 and December 31, 2014 for such real estate for lease.

Carrying value Fair value
As of Change As of As of
December 31,2014  during period ¢ June 30, 2015 June 30, 2015
(Thousands of yen)
255,892,739 23,709,273 279,602,013 280,110,000
Carrying value Fair value
As of Change As of As of
June 30, 2014 during period ®  December 31, 2014  December 31, 2014
(Thousands of yen)
257,099,544 (1,206,805) 255,892,739 251,560,000

A) Carrying value represents the acquisition cost less accumulated depreciation.

B) Details of change during period

(*1) The increase of ¥23,709,273 during the period is mainly due to an increase of
¥24,705,264 thousand related to the acquisition of NISSEKI YOKOHAMA Building,
and a decrease of ¥1,786,214 thousand for depreciation costs.

(*2) The decrease of ¥1,206,805 thousand during the period is mainly due to depreciation
costs of ¥1,657,585 thousand.

C) Fair value

Fair value as of June 30, 2015 and December 31, 2014 is appraisal value provided by
third-party real estate appraisers.
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7. Property and Equipment

Property and equipment at June 30, 2015 and December 31, 2014 consisted of the following:

Buildings and building
improvements

Machinery and
equipmen

Furniture and fixtures
Land

Construction in progress
Buildings and huildin
improvements for trus
accounts

Machinery and
equipment for trust
accounts

Furniture and fixtures
for trust accounts

Land for trust accounts

Construction in progress
for trust accounts

Total

As of June 30, 2015

As of December 31, 2014

Acquisition  Accumulated Net Acquisition  Accumulated Net
cost depreciation  book value cost depreciation book value
(Thousands of yen)

5,806,732 (905,612) 4,901,120 5,681,733 (819,945) 4,861,787
6,253 (1,129) 5,123 6,253 (848) 5,405
10,716 (2,590) 8,126 10,716 (2,010) 8,706
3,032,788 - 3,032,788 3,032,788 - 3,032,788
- - - 3,690 - 3,690
116,180,982 (19,286,673) 96,894,309 103,706,287 (17,619,382) 86,086,904
709,585 (267,598) 441,987 646,734 (244,505) 402,229
173,626 (81,915) 91,710 159,600 (72,739) 86,861
165,111,023 - 165,111,023 152,291,494 - 152,291,494
9,254 - 9,254 6,177 - 6,177
291,040,963 (20,545,518) 270,495,444 265,545,475 (18,759,431) 246,786,043
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8. Short-Term Loans and Long-Term Debt

Short-term loans and long-term debt as of June 30, 2015 and December 31, 2014 consisted of
the following:

As of June 30, 2015 As of December 31, 2014
Weighted-avergge Weighted-average
Amount interest rate Amount interest rate
Short-term loans: (Thousands of yen) (Thousands of yen)
Unsecured loans from a bank due on
July 21, 2015 7,500,000 0.35818% - -
Unsecured loans from a bank due on
September 25, 2015 5,000,000 0.42091% - -
Unsecured loans from a bank due on
March 31, 2016 17,000,000 0.38000% - -
Subtotal 29,500,000
Long-term debt due within one year:
Unsecured loans from a bank due on 3
June 30, 2015 - - 2,000,000 2.27344% 2
Unsecured loans from an insurance .
company due on June 30, 2015 - - 3,000,000 2.27344% 2
Unsecured loans from banks due on
November 30, 2015 4,540,000 1.13750% 2 4,540,000 1.13750% 2
Unsecured loans from banks due on
November 30, 2015 2,000,000 1.14125% 2 2,000,000 1.14125% 2
Unsecured loans from banks due on ) 3
November 30, 2015 4,000,000 0.97125% (2 4,000,000 0.97125% 2
Unsecured loans from banks due on
June 29, 2016 13,000,000 1.36375% 2 -
Subtotal 23,540,000 15,540,000
Long-term debt:
Unsecured loans from banks due on 3
June 29, 2016 - - 13,000,000 1.36375% (2
Unsecured loans from banks due on
November 29, 2016 3,760,000 1.24375% 2 3,760,000 1.24375% 2
Unsecured loans from banks due on ) 3
January 31, 2017 5,000,000 1.24750% 2 5,000,000 1.24750% ©?
Unsecured loans from banks due on ) 3
January 31, 2017 4,000,000 1.03000% 2 4,000,000 1.03000% 2
Unsecured loans from insurance ) 3
companies due on January 31, 2017 3,000,000 1.09734% 2 3,000,000 1.09734% 2
Unsecured loans from a bank due on . .
November 30, 2017 6,000,000 1.73875% 2 6,000,000 1.73875% 2
Unsecured loans from banks due on . .
November 30, 2017 3,000,000 1.08375% 2 3,000,000 1.08375% (2
Unsecured loans from banks due on ) 3
November 30, 2017 2,000,000 1.04550% 2 2,000,000 1.04550% 2
Unsecured loans from insurance . .
companies due on November 30, 2017 1,000,000 1.19212% 2 1,000,000 1.19212% ©?
Unsecured loans from an insurance . .
company due on June 29, 2018 3,000,000 1.65125% 2 3,000,000 1.65125% (2
Unsecured loans from banks due on ) )
June 30, 2018 11,000,000 0.81225% (2 11,000,000 0.81225% (2
Unsecured loans from banks due on . .
November 1, 2018 3,750,000 0.74500% (2 3,750,000 0.74500% (2
Unsecured loans from banks due on . .
March 8, 2019 3,750,000 0.77500% (2 3,750,000 0.77500% (2
Unsecured loans from a bank due on ) )
January 31, 2020 2,000,000 1.60000% ¢? 2,000,000 1.60000% 2
Unsecured loans from banks due on . .
January 31, 2020 2,600,000 1.36400% 2 2,600,000 1.36400% 2
Unsecured loans from an insurance . .
company due on January 31, 2020 1,000,000 1.31261% 2 1,000,000 1.31261% 2
Unsecured loans from banks due on ) .
January 31, 2020 3,000,000 1.00000% ¢? 3,000,000 1.00000% 2
Unsecured loans from a bank due on . .
June 30, 2021 2,000,000 1.60750% 2 2,000,000 1.60750% 2
Unsecured loans from an insurance . .
company due on June 30, 2021 2,000,000 0.98834% (2 2,000,000 0.98834% (2
Unsecured loans from banks due on ) .
December 30, 2021 5,750,000 0.81875% (2 5,750,000 0.81875% (2
Unsecured loans from a bank due on . .
June 30, 2022 2,000,000 1.15417% 2 2,000,000 1.15417% 2
Unsecured loans from banks due on . .
December 30, 2022 5,750,000 0.93625% (2 5,750,000 0.93625%
Unsecured loans from a bank due on .
June 30, 2023 2,000,000 1.20250% 2 - -
Subtotal 77,360,000 88,360,000
Total 130,400,000 103,900,000

(*1) The weighted-average interest rate is weighted-average figures during the period. As for the borrowings hedged by
interest-rate swaps for the purpose of mitigating interest rate fluctuation risk, the fixed interest rates after entering into
the interest rate swap transactions are used to calculate the weighted-average interest rate.

(*2) These are fixed-rate debt (incl. Fixed-rate debt through each interest-rate swap agreement).
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8. Short-Term Loans and Long-Term Debt (continued)

The scheduled repayment amounts of long-term debt as of June 30, 2015 (excluding the
long-term debt due within one year) are as follows:

1 to 2 years 2 to 3 years 310 4 years 410 5 years Over 5 years
(Thousands of yen)

Long-term debt 15,760,000 26,000,000 7,500,000 8,600,000 19,500,000

JEI has commitment lines of ¥14,000 million with three financial institutions to mitigate
refinancing risk and enhance financial stability. As of June 30, 2015, these commitment lines
have never been utilized.

9. Investment Corporation Bonds

Details of total investment corporation bonds outstanding as of June 30, 2015 and December
31, 2014 are summarized as follows:

As of June 30, 2015 As of December 31, 2014
Weighted- Weighted-
average interest average interest
Amount rate Amount rate
(Thousands of (Thousands of
yen) yen)
Unsecured bond #2 due
on June 26, 2015 - - 5,000,000 1.29000%
Unsecured bond #3 due
on November 4, 2016 5,000,000 1.01000% 5,000,000 1.01000%
Unsecured bond #4 due
on November 2, 2018 2,000,000 1.40000% 2,000,000 1.40000%
Unsecured bond #5 due
on November 2, 2018 5,000,000 0.46000% 5,000,000 0.46000%
Unsecured bond #6 due
on March 11, 2019 5,000,000 0.46000% 5,000,000 0.46000%
Unsecured bond #7 due
on March 11, 2024 8,000,000 1.13000% 8,000,000 1.13000%
Total 25,000,000 30,000,000
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9. Investment Corporation Bonds (continued)

The scheduled redemption amounts of investment corporation bonds as of June 30, 2015 are
as follows:

lyearorless 1to2years 2to3years 3todyears 4to5years Over5 years

(Thousands of yen)
Investment
corporation bonds — 5,000,000 - 12,000,000 — 8,000,000

10. Net Assets

In accordance with the Investment Trust Law, JEI issues only non-par value investment units
and maintains net assets of at least ¥50 million.

11. Per Unit Information

Net assets per unit as of June 30, 2015 and December 31, 2014 were calculated based on the
number of units outstanding as of each date (1,212,750 units).

Net income per unit for the periods from January 1, 2015 to June 30, 2015 and July 1, 2014 to
December 31, 2014 was calculated based on the number of units outstanding during the
respective periods (1,212,750 units).

Accordingly, net assets per unit were ¥108,089 as of June 30, 2015 and ¥108,042 as of

December 31, 2014. Net income per unit was ¥2,554 for the period from January 1, 2015 to
June 30, 2015, and ¥2,506 for the period from July 1, 2014 to December 31, 2014.
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12. Income Taxes

JEI is subject to income taxes in Japan.

JEI’s policy is to make dividend distributions in excess of 90% of distributable income for
each fiscal period in order to meet the condition set forth in the Special Taxation Measures
Law of Japan concerning the deductibility of cash dividends paid for income tax purposes.

Details of significant components of deferred tax assets and liabilities as of June 30, 2015 and
December 31, 2014 are summarized as follows:

As of As of
June 30, December 31,
2015 2014

(Thousands of yen)
Deferred tax assets:

Accrued enterprise taxes 25 14
Total deferred tax assets 25 14
Net deferred tax assets 25 14

A reconciliation of the differences between the statutory tax rate and the effective tax rate for
the periods from January 1, 2015 to June 30, 2015 and from July 1, 2014 to December 31,
2014 is as follows:
For the period For the period
from January 1, from July 1, 2014
2015 to June 30, to December 31,

2015 2014
Statutory tax rate 34.15% 34.16%
Reconciliation:
Deductible distributions paid (34.13) (34.15)
Other 0.02 0.02
Effective tax rate 0.04% 0.03%

Adjustment in deferred tax assets and deferred tax liabilities due to tax rate change

For the period from July 1, 2014 to December 31, 2014

The “Act for Local Corporation Tax Act” (Act No.11 of 2014) and the “Act for Partial
Revision of Local Tax Act” (Act No.4 of 2014) promulgated on March 31, 2014 had led to
the establishment of the “Local Corporation Tax Act”, as well as partial involvement of
“Special Local Corporation Tax” in “Corporation Tax”, which resulted in a change of the
statutory tax rate applicable to the deferred tax assets and deferred tax liabilities arising from
the temporary differences that are expected to be resolved in the fiscal period starting on
October 1, 2014 and after to 34.15%. The impact of this change is minimal.

For the period from January 1, 2015 to June 30, 2015

Due to the “Act for Partial Revision of Income Tax Act” (Act No.9 of 2015) on March 31,
2015, the corporation tax rate will be changed effective the fiscal period starting on April 1,
2015 and after, which resulted in a change of the statutory tax rate applicable to the deferred
tax assets and deferred tax liabilities arising from the temporary differences that are expected
to be resolved in the fiscal period starting on April 1, 2015 and after to 32.31%. The impact of
this change is minimal.
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19. Significant Subsequent Events

(1) Issuance of new units

On June 24, 2015 and July 6, 2015, the Board of Directors approved resolutions to
complete a public offering and third-party allocation, respectively, of new units as

outlined below.

JEI received payments on July 13, 2015 and August 12, 2015 for the

said units, which were issued in accordance with the conditions outlined below. As a
result of the issuance of new units, JEI had unitholders’ capital of ¥134,434 million
with 1,264,450 units in issue at August 12, 2015.

A.

Issuance of new units through a public offering

(i) Method of issuance

(i) Number of units issued
(iii) Issue price (offer price)
(iv) Total offer price

(v) Proceeds per unit

(vi) Aggregate proceeds
(vii) Payment date

Public offering
47,000 units
¥129,675 per unit
¥6,094 million
¥125,419 per unit
¥5,894 million
July 13, 2015

Issuance of new units through allocation to a third party

(i) Method of issuance
(i) Number of units issued
(iii) Proceeds per unit

(iv) Aggregate proceeds
(v) Payment date

(vi) Allottee

Allocation to a third party
4,700 units

¥125,419 per unit

¥589 million

August 12, 2015

Mizuho Securities Co., Ltd.
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