


2



3



4



5



6



7



8



9



10



11



12



13



14



15



16



17



18



19



20



21



22



23



24



25



26



27



28



29



30



31



32



33



34



35



36



37



38



39



40



41



42



43



44



45



46



47



48



49



50



51



52



53



54



55



56



57



58



59



60



 

- 1 - 
 

HEIWA REAL ESTATE REIT, Inc. 
BALANCE SHEETS 

 
As of November 30, 2022 and May 31, 2022 

 
 As of 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 
Assets   
Current Assets:   

Cash and deposits (Note 3) ¥ 9,841,698 ¥ 15,571,779 
Cash and deposits in trust (Note 3)   3,822,174   3,725,431 
Tenant receivables   94,063   71,359 
Prepaid expenses   142,422   133,948 
Consumption taxes receivable   9,775   ― 
Other current assets   13,606   11,302 
Allowance for doubtful accounts   (117)   (117) 

Total Current Assets   13,923,623   19,513,703 
Investment Properties (Notes 5 and 6):   

Land   37,328,942   37,326,134 
Buildings   20,707,926   19,729,530 
Structures   97,928   90,212 
Machinery and equipment   297,097   294,287 
Tools, furniture and fixtures   307,180   285,911 
Land in trust   107,493,984   93,387,652 
Buildings in trust   49,139,239   47,830,585 
Structures in trust   249,308   242,525 
Machinery and equipment in trust   688,313   683,564 
Tools, furniture and fixtures in trust   1,300,534   1,226,971 
Less: accumulated depreciation   (21,097,528)   (20,256,387) 

Leasehold rights   6,766,382   5,033,146 
Leasehold rights in trust   2,893,960   3,315,665 

Total Investment Properties, Net   206,173,270   189,189,799 
Other Assets:   

Software   3,011   4,033 
Lease and guarantee deposits   19,617   19,617 
Long-term prepaid expenses   238,946   241,223 
Derivative assets (Note 4)   564,402   276,237 
Deferred investment units issuance costs   63,888   33,456 
Deferred investment corporation bond issuance costs   34,751   38,251 
Others   509,613   478,354 

Total Other Assets   1,434,231   1,091,174 
Total Assets ¥ 221,531,125 ¥ 209,794,677 

 
The accompanying notes are an integral part of these financial statements. 
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HEIWA REAL ESTATE REIT, Inc. 
BALANCE SHEETS, CONTINUED 

 
As of November 30, 2022 and May 31, 2022 

 
 As of 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 
Liabilities   
Current Liabilities:   

Operating accounts payable  ¥ 630,465  ¥ 667,082 
Investment corporation bonds due within one year (Notes 4 and 8)   ―   1,000,000 
Short-term debt (Notes 4 and 7)   200,000   200,000 
Long-term debt due within one year (Notes 4 and 7)   13,260,000   11,380,000 
Accrued expenses   810,749   831,238 
Income taxes payable   518   595 
Accrued consumption taxes   ―   69,780 
Advances received   1,258,496   1,153,143 
Other current liabilities   86,678   28,811 

Total Current Liabilities   16,246,908   15,330,651 
Long-Term Liabilities:   

Investment corporation bonds (Notes 4 and 8)   6,900,000   6,900,000 
Long-term debt (Notes 4 and 7)   79,197,200   77,277,200 
Tenant security deposits   963,976   939,402 
Tenant security deposits in trust   5,215,652   4,710,548 
Derivative liabilities (Note 4)   ―   18,538 

Total Long-Term Liabilities   92,276,829   89,845,689 
Total Liabilities   108,523,737   105,176,340 
   
Net Assets (Notes 9)   
Unitholders’ Equity:   

Unitholders’ capital   97,799,794   90,063,406 
Units authorized: 8,000,000 units   
Units issued and outstanding: 1,113,733 units and 1,055,733 units as of 

November 30, 2022 and May 31, 2022, respectively   

Capital surplus   7,406,652   7,406,652 
Deduction from capital surplus   (1,699,990)   (1,699,990) 
Reserve for reduction entry   415,683   415,683 
Reserve for temporary difference adjustment (Note 10)   1,841,253   1,883,482 
Retained earnings   6,692,914   6,304,797 

Total Unitholders’ Equity   112,456,307   104,374,031 
Valuation and translation adjustments:   

Deferred gains or losses on hedges   551,080   244,304 
Total valuation and translation adjustments   551,080   244,304 

Total Net Assets   113,007,387   104,618,336 
Total Liabilities and Net Assets ¥ 221,531,125  ¥ 209,794,677 

 
The accompanying notes are an integral part of these financial statements. 
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HEIWA REAL ESTATE REIT, Inc. 
STATEMENTS OF INCOME AND RETAINED EARNINGS 

 
For the six months ended November 30, 2022 and May 31, 2022  

 
 For the six months ended 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 
Operating Revenues (Note 11):   

Rental revenues (Note 12) ¥ 6,676,198  ¥ 6,293,129 
Other revenues related to property leasing (Note 12)   610,109   566,647 
Gain on sales of investment properties (Notes 13 and 19)   549,904   462,979 
Total Operating Revenues   7,836,212   7,322,756 

Operating Expenses:   
Property-related expenses (Notes 12 and 19)   2,936,675   2,831,691 
Asset management fees   675,020   648,938 
Asset custody fees   13,011   12,668 
Administrative service fees   28,050   28,929 
Directors’ compensation   6,102   6,102 
Independent auditors’ fees   12,000   11,660 
Other operating expenses   147,285   173,173 
Total Operating Expenses   3,818,146   3,713,163 

Operating Income   4,018,065   3,609,593 
Non-Operating Revenues:   

Interest income   286   311 
Reversal of distributions payable   534   519 
Insurance income   910   1,501 
Other non-operating revenues   153   1,551 
Total Non-Operating Revenues   1,884   3,883 

Non-Operating Expenses:   
Interest expenses   345,390   326,214 
Borrowing related expenses   52,699   49,800 
Interest expenses on investment corporation bonds   23,835   25,085 
Amortization of deferred investment corporation bond issuance costs   3,500   4,104 
Amortization of deferred investment units issuance costs   16,123   8,364 
Other non-operating expenses   11,923   5,980 
Total Non-Operating Expenses   453,472   419,549 

Ordinary Income   3,566,478   3,193,926 
Income Before Income Taxes   3,566,478   3,193,926 

Income taxes – current   605   605 
Income Taxes (Note 15)   605   605 

Net Income   3,565,873   3,193,321 
Retained Earnings Brought Forward   3,127,041   3,111,475 
Retained Earnings at End of Period ¥ 6,692,914  ¥ 6,304,797 

 
The accompanying notes are an integral part of these financial statements. 
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HEIWA REAL ESTATE REIT, Inc. 
STATEMENTS OF CHANGES IN NET ASSETS 

 
For the six months ended November 30, 2022 and May 31, 2022 

 
  Unitholders’ Equity 

 
Number 

of 
Units 

Unitholders’ 
Capital 

Capital 
Surplus 

Deduction 
from Capital 

Surplus 

Reserve for 
Reduction 

Entry 

Reserve for 
Temporary 
Difference 

Adjustment 

Retained 
Earnings 

Total 
Unitholders’ 

Equity 

 (Units) (Thousands of Yen) 

Balance as of November 30, 2021 1,055,733 ¥ 90,063,406 ¥ 7,406,652 ¥ (1,699,990) ¥ 415,683 ¥ 1,962,702 ¥ 6,083,325 ¥104,231,778 

Cash distributions declared －  －  －  －  －  －  (3,051,068)  (3,051,068) 

Net income －  －  －  －  －  －  3,193,321  3,193,321 
Reversal of reserve for temporary 

difference adjustment －  －  －  －  －  (79,219)  79,219  － 

Net changes of items other than 
unitholders’ equity －  －  －  －  －  －  －  － 

Balance as of May 31, 2022 1,055,733 ¥ 90,063,406 ¥ 7,406,652 ¥ (1,699,990) ¥ 415,683 ¥ 1,883,482 ¥ 6,304,797 ¥104,374,031 

Cash distributions declared －  －  －  －  －  －  (3,219,985)  (3,219,985) 

Net income －  －  －  －  －  －  3,565,873  3,565,873 

Issuance of new investment units 58,000  7,736,388  －  －  －  －  －  7,736,388 
Reversal of reserve for temporary 

difference adjustment －  －  －  －  －  (42,229)  42,229  － 

Net changes of items other than 
unitholders’ equity －  －  －  －  －  －  －  － 

Balance as of November 30, 2022 1,113,733 ¥ 97,799,794 ¥ 7,406,652 ¥ (1,699,990) ¥ 415,683 ¥ 1,841,253 ¥ 6,692,914 ¥112,456,307 

 
 Valuation and Translation 

Adjustments 
 

 

Deferred 
Gains or 
Losses on 

Hedges 

Total 
Valuation 

and 
Translation 
Adjustments 

Total Net 
Assets 

 (Thousands of Yen) 

Balance as of November 30, 2021 ¥ (39,074) ¥ (39,074)  ¥ 104,192,703 

Cash distributions declared  －  －  (3,051,068) 

Net income  －  －  3,193,321 
Reversal of reserve for temporary 

difference adjustment  －  －  － 

Net changes of items other than 
unitholders’ equity  283,379  283,379  283,379 

Balance as of May 31, 2022 ¥ 244,304 ¥ 244,304  ¥ 104,618,336 

Cash distributions declared  －  －   (3,219,985) 

Net income  －  －   3,565,873 

Issuance of new investment units  －  －  7,736,388 
Reversal of reserve for temporary 

difference adjustment  －  －   － 

Net changes of items other than 
unitholders’ equity  306,776  306,776   306,776 

Balance as of November 30, 2022 ¥ 551,080 ¥ 551,080  ¥ 113,007,387 

 
The accompanying notes are an integral part of these financial statements. 
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HEIWA REAL ESTATE REIT, Inc. 
STATEMENTS OF CASH FLOWS 

 
For the six months ended November 30, 2022 and May 31, 2022  

 For the six months ended 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 
Cash Flows from Operating Activities:   

Income before income taxes ¥ 3,566,478 ¥ 3,193,926 
Depreciation and amortization 980,148 954,944 
Increase in allowance for doubtful accounts 0 117 
Amortization of deferred investment corporation bond issuance costs 3,500 4,104 
Amortization of deferred investment units issuance costs 16,123 8,364 
Interest income (286) (311) 
Interest expenses 369,225 351,299 
Increase in tenant receivables (22,981) (21,668) 
Increase in consumption taxes receivable (9,775) ― 
Decrease in accrued consumption taxes (69,780) (6,517) 
Decrease in long-term prepaid expenses 2,276 3,137 
Increase (decrease) in operating accounts payable 73,423 (20,337) 
(Decrease) increase in accrued expenses (20,375) 76,284 
Increase in advances received 105,353 440 
Increase (decrease) in deposits received 6,140 (7,227) 
Decrease in investment properties due to sale ― 2,193,279 
Decrease in investment properties in trust other than intangible assets 

due to sale 126,442 1,783,181 

Decrease in intangible assets in trust due to sale 421,705 ― 
Other, net 20,730 (78,240) 
Interest income received 563 61 
Interest expenses paid (369,339) (346,009) 
Income taxes paid (681) (285) 
Net Cash Provided by Operating Activities 5,198,890 8,088,544 

Cash Flows from Investing Activities:   
Proceeds from withdrawals of time deposits 1,000,000 ― 
Payment for purchases of investment properties other than intangible assets (1,028,072) (3,029,361) 
Payment for purchases of investment properties in trust (15,896,601) (2,983,153) 
Payment for purchases of intangible assets (1,733,236) (722,951) 
Proceeds from tenant security deposits 68,474 97,232 
Refunds of tenant security deposits (43,845) (54,691) 
Proceeds from tenant security deposits in trust 760,156 281,957 
Refunds of tenant security deposits in trust (229,144) (128,752) 
Proceeds from payment of trust deposits corresponding to tenant security 

deposits in trust 190,392 12,158 

Deposit of trust deposits corresponding to tenant security deposits in trust (5,055) (58,300) 
Net Cash Used in Investing Activities (16,916,932) (6,585,861) 

Cash Flows from Financing Activities:   
Proceeds from short-term debt 
 

― 800,000 
Repayments of short-term debt 
 

― (600,000) 
Proceeds from long-term debt 9,100,000 11,549,000 
Repayments of long-term debt (5,300,000) (5,849,000) 
Redemption of investment corporation bonds (1,000,000) ― 
Proceeds from issuance of new investment units 7,736,388 ― 
Payment of new investment unit issuance costs (46,555) ― 
Distributions paid (3,219,790) (3,054,348) 
Net Cash Provided by Financing Activities 7,270,041 2,845,651 

Net Change in Cash and Cash Equivalents (4,447,999) 4,348,334 
Cash and Cash Equivalents at Beginning of Period 17,624,466 13,276,131 
Cash and Cash Equivalents at End of Period (Note 3) ¥ 13,176,466 ¥ 17,624,466 

 
The accompanying notes are an integral part of these financial statements.  
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HEIWA REAL ESTATE REIT, Inc. 
Notes to Financial Statements 

 
For the six months ended November 30, 2022 and May 31, 2022  

 
Note 1 – Organization and Basis of Presentation 
 
(a) Organization 

 
HEIWA REAL ESTATE REIT, Inc. (“HEIWA REAL ESTATE REIT”) was established on January 31, 2002 as 

an investment corporation under the Act on Investment Trusts and Investment Corporations (Act No. 198 of 1951, 
including subsequent revisions, hereinafter referred to as the “Investment Trust Act”) by the founder (the former 
Canal Investment Trust Co., Ltd.; now, HEIWA REAL ESTATE REIT Asset Management, Inc., the Asset 
Management Company). 

 
HEIWA REAL ESTATE REIT is an externally managed real estate fund, established as an investment 

corporation. HEIWA REAL ESTATE REIT Asset Management, Inc., as HEIWA REAL ESTATE REIT’s asset 
management company, is engaged in acquiring, managing, leasing, and renovating office properties, residential 
properties and commercial properties. HEIWA REAL ESTATE CO., LTD. (“HEIWA REAL ESTATE”) currently 
own 100% of HEIWA REAL ESTATE REIT Asset Management, Inc. 

 
Investment units in HEIWA REAL ESTATE REIT have been listed on the Real Estate Investment Trust Section 

(J-REIT Section) of the Tokyo Stock Exchange since March 8, 2005. Subsequently, HEIWA REAL ESTATE REIT 
issued new investment units through public offerings and third-party allotments on several occasions, and executed 
an investment unit split and investment unit issuance due to a merger with Japan Single-residence REIT Inc. on 
October 1, 2010. 

 
As of November 30, 2022, HEIWA REAL ESTATE REIT has ownership or trust beneficiary interests in 120 

properties with approximately 293,158.57 square meters of rentable space and has leased space to 5,736 tenants. 
The occupancy rate for the properties is approximately 98.01%. 
 
(b) Basis of Presentation 
 

The accompanying financial statements have been prepared in accordance with the provisions set forth in the 
Investment Trust Act, the Financial Instruments and Exchange Act and their related accounting regulations and in 
conformity with Generally Accepted Accounting Principles of Japan (“Japanese GAAP”), which are different in 
certain respects as to application and disclosure requirements from both International Financial Reporting Standards 
(“IFRS”) and U.S. Generally Accepted Accounting Principles. 

 
The accompanying financial statements have been reformatted and translated into English from the financial 

statements of HEIWA REAL ESTATE REIT prepared in accordance with Japanese GAAP and filed with the 
appropriate Local Finance Bureau of the Ministry of Finance as required by the Financial Instruments and Exchange 
Act. In preparing the accompanying financial statements, relevant notes have been expanded and certain 
reclassifications have been made from the Japanese GAAP financial statements. Certain supplementary information 
included in the statutory Japanese GAAP financial statements, but not required for fair presentation, is not presented 
in the accompanying financial statements. Certain reclassifications have been made to the prior period’s financial 
statements to conform to the presentation for the current period. 

 
As permitted by Japanese GAAP, amounts of less than one thousand yen have been omitted. Consequently, the 

totals shown in the accompanying financial statements do not necessarily agree with sums of the individual amounts. 
 

  

66



 

- 7 - 
 

(c) Significant Accounting Estimates 
 
Impairment loss on investment properties 
 
(1) Carrying amount on the accompanying financial statements 
 

 As of 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 

Investment properties  ¥ 206,173,270  ¥ 189,189,799 

 
(2) Information on the nature of significant accounting estimates for identified items 

 
HEIWA REAL ESTATE REIT has adopted the accounting treatment to reduce the book value of investment 

properties to its recoverable amount when the invested amount is deemed to be unrecoverable due to decrease in 
profitability in conformity with the Accounting Standard for Impairment of Fixed Assets. 

 
Investment properties are grouped on an individual real property basis. HEIWA REAL ESTATE REIT reviews 

each of the investment properties for impairment when factors such as consecutive operating losses, significant 
decline in the market price and others related to investment properties indicate the carrying amount of a property 
may not be recoverable. Whether an impairment loss is recognized is determined based on the future cash flows 
expected from the property. In the case that the impairment loss is recognized, the book value of the property is 
reduced to the respective recoverable amount determined primarily based on appraisal values by external real estate 
appraisers, and the difference between the book value and recoverable amount is recorded as an impairment loss. 

 
Future cash flows are measured by comprehensive judgement on estimates of rents, occupancy rates, rental 

expenses and other factors based on market trends, transaction information of similar properties, historical data and 
others. Operating results and market price of each investment property may be affected by trends in property leasing 
market and property trading market. It is possible to recognize impairment losses in the next fiscal period if 
assumptions used in estimates change. 
 
Note 2 – Summary of Significant Accounting Policies 
 
(a) Cash and Cash Equivalents 

 
Cash and cash equivalents consist of cash on hand and cash in trust, demand deposits and deposits in trust and 

short-term investments which are highly liquid and readily convertible to cash and which have insignificant risk of 
market value fluctuation and maturities of three months or less from the date of acquisition. 

 
(b) Allowance for Doubtful Accounts 

 
Allowance for doubtful accounts is provided at the amount considered sufficient to cover probable losses on 

collection. The amount is determined by estimating an uncollectible amount based on the analysis of certain 
individual accounts that may not be collectable.  
 
(c) Investment Properties 
 

Investment properties that include investment properties in trust are recorded at cost, which includes the allocated 
purchase price, related costs and expenses for acquisition of the trust beneficiary interests in real estate. Investment 
property balances are depreciated using the straight-line method over the estimated useful lives as follows: 

 
 (Years) 

Buildings 2-65 

Structures 4-62 

Machinery and equipment 3-15 

Tools, furniture and fixtures 2-18 
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(d) Software 
 

Software for internal use is amortized using the straight-line method over its useful lives (5 years). 
 

(e) Long-Term Prepaid Expenses 
 

Long-term prepaid expenses are amortized using the straight-line method.  
 
(f) Deferred Investment Units Issuance Costs 
 

Deferred investment units issuance costs are amortized on a straight-line basis over three years. 
 
(g) Deferred Investment Corporation Bond Issuance Costs 
 

Deferred investment corporation bond issuance costs are amortized on a straight-line basis over the respective 
terms of the bonds. 
 
(h) Income Taxes 
 

Deferred tax assets and liabilities are computed based on the difference between the financial statements and 
income tax bases of assets and liabilities using the statutory rate. 
 
(i) Real Estate Taxes 
 

Investment properties are subject to various taxes such as property taxes and city planning taxes. Owners of the 
properties are registered by records maintained in each jurisdiction by the local government. The taxes are imposed 
on the registered record owner as of January 1 of each year based on an assessment made by the local government. 

 
When a property is purchased within the calendar year, the taxes for the corresponding calendar year are imposed 

on the seller. HEIWA REAL ESTATE REIT pays the seller the corresponding amount of the taxes for the period 
from the property acquisition date to December 31 of the calendar year and capitalizes these amounts as acquisition 
costs of the property rather than expensing them. In subsequent calendar years, such taxes on investment properties 
are charged as operating expenses in each fiscal period. 

 
The following is a summary of capitalized real estate taxes. 
 

 For the six-month periods ended 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 
Capitalized real estate taxes  ¥ 52,183  ¥ 5,949 
 

(j) Consumption Taxes 
 

Non-deductible consumption taxes related to the acquisition of properties are treated as the cost of the applicable 
properties. 
 
(k) Hedge Accounting 
 

HEIWA REAL ESTATE REIT enters into derivative transactions for the purpose of hedging risks defined in the 
Articles of Incorporation of HEIWA REAL ESTATE REIT in accordance with its financial policy. HEIWA REAL 
ESTATE REIT uses interest rate swaps as hedging instruments in order to hedge the risk of interest rate fluctuations 
related to borrowings. In principle, the deferral method is applied for hedge transactions. For interest rate swaps 
which qualify for hedge accounting and meet specific criteria, the special treatment is applied. Under the special 
treatment, the related differentials paid or received under such swap contracts can be recognized and included in 
interest expense or income of the hedged assets or liabilities, and the interest rate swaps are not required to be 
measured at fair value separately. HEIWA REAL ESTATE REIT evaluates hedge effectiveness by comparing the 
cumulative changes in cash flows of hedging instruments and the hedged items and assessing the ratio between the 
changes. However, the assessment of hedge effectiveness for interest rate swaps which meet the special criteria is 
omitted. 
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(l) Revenue Recognition 
 
Major contents of performance obligations relating to revenue arising from contracts with customers of HEIWA 

REAL ESTATE REIT and general timing of satisfying such performance obligations (general timing of revenue 
recognition for the revenue recognition) are as follows: 

 
(1) Sales of Investment Properties 
 
Revenue from sales of investment properties is recognized when the purchaser of investment properties who is a 

customer obtains control over the investment properties as a result of satisfaction of seller’s delivery obligations 
stipulated in contracts regarding the sales of the investment properties. 

 
Net amount is presented as “Gain on sales of investment properties” or “Loss on sales of investment properties” 

on the statements of income and retained earnings calculated by deducting “Cost of sales of investment properties” 
which represents the book value of the investment properties sold and “Other expenses related to sales” which 
represents other direct expenses for the sales from “Proceeds from sales of investment properties” which represents 
consideration for the sales of investment properties. 

 
(2) Utility charge revenues 
 
HEIWA REAL ESTATE REIT supplies electricity, water, etc., to the tenants of investment properties. Utility 

charge revenues are recognized based on terms of agreements such as property lease contract. 
 
(m) Accounting Treatment of Trust Beneficiary Interests in Real Estate 
 

For trust beneficiary interests in real estate owned by HEIWA REAL ESTATE REIT, all accounts of assets and 
liabilities within the assets in trust and all accounts of revenue generated and expenses incurred from the assets in 
trust are recognized in the relevant accounts of the balance sheets and statements of income and retained earnings. 

 
The following assets in trust are recognized and presented separately on the balance sheets. 
 
(i) Cash and deposits in trust 
(ii) Land in trust, buildings in trust, structures in trust, machinery and equipment in trust, tools, furniture and 

fixtures in trust and leasehold rights in trust 
(iii) Tenant security deposits in trust 

 
 
Note 3 – Cash and Cash Equivalents 
 

Reconciliation between cash and deposits and cash and deposits in trust in the balance sheets and cash and cash 
equivalents in the statements of cash flows is as follows: 

 
 As of 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 

Cash and deposits  ¥ 9,841,698  ¥ 15,571,779 

Cash and deposits in trust   3,822,174   3,725,431 

Trust deposits retained for repayment of tenant security deposits   (487,406)   (672,743) 

Time deposits with maturities exceeding three months   —   (1,000,000) 

Cash and cash equivalents  ¥ 13,176,466  ¥ 17,624,466 
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Note 4 – Financial Instruments 
 
(a) Qualitative Information for Financial Instruments 
 
Policy for Financial Instrument Transactions 
 

HEIWA REAL ESTATE REIT raises funds through borrowings, issuance of investment corporation bonds and 
issuance of investment units for acquisition of investment properties. HEIWA REAL ESTATE REIT enters into 
derivative transactions only for the purpose of hedging interest rate risks arising from borrowings and does not 
engage in speculative transactions. Surplus funds can be invested into securities and other monetary assets. However, 
HEIWA REAL ESTATE REIT currently does not actively make such investments. 
 
Nature and Extent of Risks Arising from Financial Instruments and Risk Management 
 

Proceeds from borrowings and investment corporation bonds are mainly used to acquire investment properties 
and repay outstanding borrowings. These are exposed to liquidity risk on their repayments and redemptions. Such 
risk is managed in ways such as preparing cash flow analyses by the Asset Management Company, securing funds 
on hand, diversifying maturities and lenders, executing commitment type term loan contracts, and other measures. 
Floating-rate borrowings are exposed to the risk of rising interest rates. HEIWA REAL ESTATE REIT uses 
derivatives (interest rate swaps) to manage such risk. Derivatives are executed and administered in accordance with 
the risk management rules and based on advices from the Asset Management Company. HEIWA REAL ESTATE 
REIT enters into derivatives only with financial institutions with high ratings in order to mitigate credit risk. 

 
Tenant security deposits are exposed to liquidity risk arising from the vacating of properties by tenants. Such risk 

is managed by reserving sufficient funds to make repayments in principle.  
 

Supplemental Explanation Regarding Fair Value of Financial Instruments 
 
Since certain assumptions and factors are reflected in estimating the fair value, different assumptions and factors 

could result in a different value. Also, the contractual amounts of derivatives do not represent the market risk 
involved in these derivatives. 
 
(b) Estimated Fair Value of Financial Instruments 
 

Book values, fair values and differences between them are as follows: Cash and deposits, cash and deposits in 
trust and short-term debt are not disclosed because they are cash or the book value of these assets is deemed a 
reasonable approximation of the fair value with short maturities. Tenant security deposits and tenant security 
deposits in trust are not disclosed because they are immaterial. 

 
 As of November 30, 2022  As of May 31, 2022 
 (Thousands of Yen)  (Thousands of Yen) 

 Book value Fair value Difference  Book value Fair value Difference 
Investment corporation bonds 

due within one year  ¥ —  ¥ —  ¥ —  ¥ 1,000,000 ¥ 999,700  ¥ (300) 

Long-term debt due within one 
year   13,260,000   13,260,000   —    11,380,000   11,387,448   7,448 

Investment corporation bonds   6,900,000   6,778,150   (121,850)    6,900,000   6,803,300 (96,700) 

Long-term debt   79,197,200   79,139,020   (58,179)    77,277,200   77,246,541 (30,658) 

Liabilities total  ¥ 99,357,200  ¥ 99,177,170  ¥ (180,029)  ¥ 96,557,200 ¥ 96,436,990  ¥ (120,209) 

Derivatives (*)  ¥ 551,080  ¥ 538,318  ¥ (12,761)  ¥ 244,304 ¥ 217,677  ¥ (26,626) 

 
(*) The value of assets and liabilities arising from derivatives is shown at net value and with the amount in parenthesis 

indicating the net liability position. 
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Note: 
 
Methods used to estimate the fair value of financial instruments and derivatives 
 
Investment corporation bonds due within one year, long-term debt due within one year, investment corporation 
bonds and long-term debt: 
 

The fair value of investment corporation bonds is based on their indicative market price obtained from Japan 
Securities Dealers Association. For long-term debt with floating interest rates that reflects market interest rates 
within a short period of time, the book value is deemed a reasonable approximation of the fair value; therefore, the 
book value is used as the fair value equivalent. For long-term debts with fixed interest rates, the fair value is 
calculated based on the total amount of principal and interest discounted at the current interest rate applicable to 
similar borrowings. 
 
Derivatives: 
 

There are no derivatives to which hedge accounting is not applied as of November 30, 2022 and May 31, 2022. 
 
Derivatives to which hedge accounting is applied are as follows: 

 
Hedge 

accounting 
method Type Hedged item 

As of November 30, 2022 
Contractual amount Fair value (*) 

Total Due after one year  
   (Thousands of Yen) 

Deferral hedge 
accounting 
method 

Interest rate swaps 
Receive floating/ 
Pay fixed 

Long-term debt   ¥ 59,018,200  ¥ 46,238,200  ¥ 551,080 

Special treatment 
for interest rate 
swaps 

Interest rate swaps 
Receive floating/ 
Pay fixed 

Long-term debt  4,880,000 4,880,000   (12,761) 

    ¥ 63,898,200  ¥ 51,118,200  ¥ 538,318 

 
Hedge 

accounting 
method Type Hedged item 

As of May 31, 2022 
Contractual amount Fair value (*) 

Total Due after one year  
   (Thousands of Yen) 

Deferral hedge 
accounting 
method 

Interest rate swaps 
Receive floating/ 
Pay fixed 

Long-term debt   ¥ 62,418,200  ¥ 52,718,200  ¥ 244,304 

Special treatment 
for interest rate 
swaps 

Interest rate swaps 
Receive floating/ 
Pay fixed 

Long-term debt  4,880,000   4,880,000   (26,626) 

    ¥ 67,298,200  ¥ 57,598,200  ¥ 217,677 

 (*) The fair value is determined at the quoted price provided by financial institutions. 
 
(c) Redemption schedule for investment corporation bonds and long-term debt 
 

As of November 30, 2022 
Due within 

one year 
Due after one 
year to two 

years 

Due after two 
years to three 

years 

Due after three 
years to four 

years 

Due after four 
years to five 

years 
Due after 
five years 

 (Thousands of Yen) 

Short-term debt  ¥ 200,000  ¥ —  ¥ —  ¥ —  ¥ —  ¥ — 

Long-term debt due within 
one year   13,260,000   —   —   —   —   — 

Investment corporation bonds   —   1,000,000   —   —   1,800,000   4,100,000 

Long-term debt   —   11,935,000   13,986,000   13,262,000   11,305,000   28,709,200 

Total  ¥ 13,460,000  ¥ 12,935,000  ¥ 13,986,000  ¥ 13,262,000  ¥ 13,105,000  ¥ 32,809,200 
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As of May 31, 2022 
Due within 

one year 
Due after one 
year to two 

years 

Due after two 
years to three 

years 

Due after three 
years to four 

years 

Due after four 
years to five 

years 
Due after 
five years 

 (Thousands of Yen) 
Investment corporation bonds 

due within one year  ¥ 1,000,000  ¥ —  ¥ —  ¥ —  ¥ —  ¥ — 

Short-term debt   200,000   —   —   —   —   — 

Long-term debt due within 
one year   11,380,000   —   —   —   —   — 

Investment corporation bonds   —   1,000,000   —   —   —   5,900,000 

Long-term debt   —   11,285,000   13,737,000   13,341,000   14,055,000   24,859,200 

Total  ¥ 12,580,000  ¥ 12,285,000  ¥ 13,737,000  ¥ 13,341,000  ¥ 14,055,000  ¥ 30,759,200 

 
 
Note 5 – Investment Properties 
 

Investment properties consist of the following: 
 

  As of November 30, 2022  As of May 31, 2022 
 (Thousands of Yen)  (Thousands of Yen) 

 Acquisition 
cost 

Accumulated 
depreciation Book value 

 Acquisition 
cost 

Accumulated 
depreciation Book value 

Land  ¥ 37,328,942  ¥ —  ¥ 37,328,942   ¥ 37,326,134  ¥ —  ¥ 37,326,134 

Buildings   20,707,926   (5,324,277)   15,383,649    19,729,530 (5,058,779) 14,670,751 

Structures   97,928   (47,818)   50,110    90,212 (45,042) 45,169 

Machinery and equipment   297,097   (231,605)   65,492    294,287 (224,884) 69,402 

Tools, furniture and fixtures    307,180   (169,356)   137,823    285,911 (155,774) 130,137 

Land in trust   107,493,984   —   107,493,984    93,387,652 —   93,387,652 

Buildings in trust   49,139,239   (14,006,566)   35,132,673    47,830,585 (13,523,339) 34,307,245 

Structures in trust   249,308   (110,400)   138,908    242,525 (105,882) 136,642 

Machinery and equipment 
in trust   688,313   (341,282)   347,031    683,564 (326,514) 357,049 

Tools, furniture and fixtures  
in trust   1,300,534   (866,222)   434,312    1,226,971 (816,169) 410,801 

Leasehold rights   6,766,382 —   6,766,382    5,033,146 —   5,033,146 

Leasehold rights in trust   2,893,960 —   2,893,960    3,315,665 —   3,315,665 

Total  ¥ 227,270,799  ¥ (21,097,528)  ¥ 206,173,270   ¥ 209,446,186  ¥ (20,256,387)  ¥ 189,189,799 
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Note 6 – Fair Value of Investment and Rental Properties 
 

HEIWA REAL ESTATE REIT owns rental properties for office and residential use in Tokyo and other regions 
throughout Japan. The book value, net changes in the book value and the fair value of the investment and rental 
properties are as follows: 

 
 As of 
 November 30, 2022 May 31, 2022 

 (Thousands of Yen) 

Book value:   

Balance at beginning of period  ¥ 189,189,799  ¥ 187,279,421 

Change during the period   16,983,471   1,910,377 

Balance at end of period  ¥ 206,173,270  ¥ 189,189,799 

Fair value  ¥ 259,464,500  ¥ 238,588,000 

 
Notes: 
1. Book value represents acquisition costs after deducting accumulated depreciation. 
2. For the six months ended November 30, 2022, the increases are primarily due to acquisition of Shinsaibashi 

FRONT Building and five other properties (¥17,921,696 thousand), and the decreases are primarily due to 
disposal of GRACE BUILDING SENGAKUJIMAE (50% interest of quasi co-ownership) (¥548,147 thousand) 
and depreciation (¥980,148 thousand). For the six months ended May 31, 2022, the increases are primarily due 
to acquisition of HF ESAKA Building and three other properties (¥6,214,952 thousand, at total), and the 
decreases are primarily due to disposal of HF HAKUSAN RESIDENCE and two other properties (¥3,976,460 
thousand) and depreciation (¥954,944 thousand).  

3. Fair value is determined based on appraisal values provide by external real estate appraisers with the exception 
that fair value of GRACE BUILDING SENGAKUJIMAE is determined as the transfer price described in the 
transfer agreement dated May 18, 2022. 

 
The information on Operating Revenues and Expenses is disclosed in Note 12. 
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Note 7 – Short-Term Debt and Long-Term Debt 
 

Short-term debt and long-term debt consist of the following: 
 

 As of 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 
Short-term debt   

0.27% unsecured loans due 2023 (Notes 1 and 2)  ¥ 200,000  ¥ 200,000 

Total short-term debt  ¥ 200,000  ¥ 200,000 

Long-term debt   

0.27% unsecured loan due 2022 (Notes 1, 2 and 3)  ¥ 500,000  ¥ 5,800,000 

0.27% - 1.08% unsecured loans due 2023 (Notes 1 and 2) 12,760,000   11,760,000 

0.37% - 1.21% unsecured loans due 2024 (Notes 1 and 2) 11,935,000   11,935,000 

0.38% - 0.94% unsecured loans due 2025 (Notes 1 and 2) 13,986,000   13,986,000 

0.51% - 0.98% unsecured loans due 2026 (Notes 1 and 2) 13,262,000   13,262,000 

0.52% - 0.67% unsecured loans due 2027 (Notes 1 and 2) 11,305,000   11,305,000 

0.56% - 0.70% unsecured loans due 2028 (Notes 1 and 2) 14,209,200   14,209,200 

0.56% - 0.98% unsecured loans due 2029 (Notes 1 and 2) 13,020,000   5,400,000 

0.71% unsecured loan due 2030 (Notes 1 and 2) 1,000,000   1,000,000 

0.50% unsecured loan due 2032 (Notes 1 and 2) 480,000   — 

Less: amount due within one year (13,260,000) (11,380,000) 

Total long-term debt due after one year  ¥ 79,197,200  ¥ 77,277,200 

 
Notes: 
1. Interest rates presented are average interest rates applicable to individual loans during the period ended November 30, 2022. 

The average interest rates are stated after reflecting the effect of the interest rate swaps as to the loans with interest rate swaps 
for the purpose of hedging the risk of interest rate fluctuations. 

2. Funds are used for the acquisition of real estate and refinancing of borrowings. 
3. The loan has been repaid in full amount on December 30, 2022. 

 
HEIWA REAL ESTATE REIT maintains commitment line contracts with four financial institutions. The 

amounts of unused commitments on loans as of November 30, 2022 and May 31, 2022 are as follows: 
 
 As of 
 November 30, 2022 May 31, 2022 

 (Thousands of Yen) 

Total amounts of borrowing commitment lines  ¥ 7,000,000  ¥ 7,000,000 

Borrowing execution balances   —   — 

Net unused balance  ¥ 7,000,000  ¥ 7,000,000 
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Note 8 – Investment Corporation Bonds 
 

Investment corporation bonds consist of the following: 
 

 As of 
 November 30, 2022 May 31, 2022 
 Issued date  Maturity date  Interest rate  (Thousands of Yen) 

1st unsecured bonds June 30, 2017  June 30, 2022  0.30%   ¥ —  ¥ 1,000,000 

2nd unsecured bonds June 30, 2017  June 30, 2027  0.65%    1,800,000   1,800,000 

3rd unsecured bonds May 7, 2018  May 2, 2028  0.70%    1,000,000   1,000,000 

4th unsecured bonds June 4, 2019  May 31, 2024  0.41%    1,000,000   1,000,000 

5th unsecured bonds June 4, 2019  May 31, 2029  0.82%    1,600,000   1,600,000 

6th unsecured bonds November 25, 
2020  November 25, 

2030  0.75%    1,500,000   1,500,000 

Total  ¥ 6,900,000  ¥ 7,900,000 

 
 
Note 9 – Net Assets 
 

HEIWA REAL ESTATE REIT issues non-par value units in accordance with the Investment Trust Act. HEIWA 
REAL ESTATE REIT maintains a minimum of ¥50,000 thousand of net assets as required by the Investment Trust 
Act. 

The following table shows the cumulative number and amount of treasury investment units cancelled as of a 
November 30, 2022 and May 31, 2022, respectively. 

 
 As of 
 November 30, 2022 May 31, 2022 

Cumulative number of treasury investment units cancelled   14,914   14,914 

 (Thousands of Yen) 

Cumulative amount of treasury investment units cancelled  ¥ 1,699,990  ¥ 1,699,990 
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Note 10 – Reserve for Temporary Difference Adjustment 
 
The following table shows the amount of provision and reversal of reserve for temporary difference adjustment 

and the reason for provision or reversal. 
 

For the six months 
ended November 30, 

2022 

Original 
amount 

Balance as of 
June 1, 2022 

Provision 
during the 

period 

Reversal 
during the 

period 

Balance as of  
November 30, 

2022 

Reason for provision 
or reversal 

 (Thousands of Yen)  
Gain on bargain 

purchase (Note 1)  ¥ 2,497,604  ¥ 1,551,563  ¥ —  ¥ (38,842)   ¥ 1,512,720 Allocation for 
distributions 

Part of differences 
between tax and 
accounting due to 
gain on sale of 
investment 
properties (Note 2) 

 ¥ 338,693  ¥ 331,919  ¥ —  ¥ (3,386)  ¥ 328,532 Allocation for 
distributions 

Notes: 
1. The amount represents gain on bargain purchase provided in past periods and is scheduled to be reversed every period 

by an amount equal to or more than the initial amount divided by 50 years from the following period of its provision. 
2. The amount represents a part of differences between tax and accounting due to gain on sales of investment properties 

provided in past periods and is scheduled to be reversed every period by an amount equal to or more than the initial 
amount divided by 50 years from the following period of its provision. 

 

For the six months 
ended May 31, 2022 

Original 
amount 

Balance as of 
December 1, 

2021 

Provision 
during the 

period 

Reversal 
during the 

period 
Balance as of 
May 31, 2022 

Reason for provision 
or reversal 

 (Thousands of Yen)  
Gain on bargain 

purchase (Note 1)  ¥ 2,497,604  ¥ 1,627,395  ¥ —  ¥ (75,832)  ¥ 1,551,563 Allocation for 
distributions 

Part of differences 
between tax and 
accounting due to 
gain on sale of 
investment 
properties (Note 2) 

 ¥ 338,693  ¥ 335,306  ¥ —  ¥ (3,386)  ¥ 331,919 Allocation for 
distributions 

Notes: 
1. The amount represents gain on bargain purchase provided in past periods and is scheduled to be reversed every period 

by an amount equal to or more than the initial amount divided by 50 years from the following period of its provision. 
2. The amount represents a part of differences between tax and accounting due to gain on sales of investment properties 

provided in past periods and is scheduled to be reversed every period by an amount equal to or more than the initial 
amount divided by 50 years from the following period of its provision. 

 
 
Note 11 – Revenue Recognition 

 
Disaggregation of revenue from contracts with customers 

 
Disaggregation of revenue from contracts with customers is presented in Note 12 – Operating Revenues and 

Expenses and Note 13 – Gain on Sales of Investment Properties. Note that Note 12 – Operating Revenues and 
Expenses includes revenues based on “Accounting Standards for Lease Transactions” (ASBJ Statement No. 13). 
Revenues generated from contracts with major customers primarily consist of sales of investment properties and 
utility charge revenues. 
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Note 12 – Operating Revenues and Expenses 
 

Details of rental revenues and expenses are as follows: 
 

 
For the six months ended 

 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 

Revenues from property leasing:   

Rental revenues:   

Base rents  ¥ 5,947,312  ¥ 5,581,229 

Common area charges 728,885 711,899 

Total rental revenues 6,676,198 6,293,129 

Other revenues related to property leasing:   

Parking space rental revenues 175,321 168,292 

Utility charge revenues 275,478 213,469 

Incidental income 135,419 162,780 

Cancellation penalty income 4,986 4,695 

Others 18,902 17,409 

Total other revenues related to property leasing 610,109 566,647 

Total revenues from property leasing 7,286,308 6,859,776 

Property-related expenses:    

Rental expenses:   

Property management expenses 746,971 713,736 

Taxes and dues 452,513 431,640 

Utilities expenses 312,817 241,795 

Repair expenses 250,005 306,925 

Insurance expenses 9,574 9,159 

Trust fees 32,544 32,054 

Depreciation 980,148 954,944 

Others  152,099 141,435 

Total property-related expenses 2,936,675 2,831,691 

Operating income from property leasing   ¥ 4,349,632  ¥ 4,028,085 
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Note 13 – Gain on Sales of Investment Properties 
 

Details of gain on sales of investment properties are as follows: 
 

For the six months ended November 30, 2022 
 (Thousands of Yen) 
GRACE BUILDING SENGAKUJIMAE (50% interest of quasi co-

ownership):  

Proceeds from sales of investment properties  ¥ 1,109,500 

Cost of sales of investment properties 548,147 

Other expenses related to sales 11,447 

Gain on sales of investment properties  ¥ 549,904 

 
 
For the six months ended May 31, 2022 

 (Thousands of Yen) 
HF HAKUSAN RESIDENCE, HF SHIBA-KOEN RESIDENCE and HF 

MITA RESIDENCE:  

Proceeds from sales of investment properties  ¥ 4,508,000 

Cost of sales of investment properties 3,976,460 

Other expenses related to sales 68,559 

Gain on sales of investment properties  ¥ 462,979 

 
Note: The individual transfer prices of HF HAKUSAN RESIDENCE, HF SHIBA-KOEN RESIDENCE and HF MITA RESIDENCE 

are not disclosed and each total amounts of details of gain on sales of investment properties are disclosed as non-disclosure is 
required by the transferor as mandatory clause for the transfer. The individual transfer prices are determined to be reasonable 
by the Asset Management Company considering the appraisal values and other factors. 

 
 
Note 14 – Leases 
 

Future minimum rental revenues under existing non-cancelable operating leases are as follows: 
 
 As of 
 November 30, 2022 May 31, 2022 

 (Thousands of Yen) 

Due within one year ¥ 116,290 ¥    174,436 

Due after one year — 29,072 

Total ¥ 116,290 ¥    203,508 
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Note 15 – Income Taxes 
 

The following table summarizes the significant differences between the statutory tax rate and HEIWA REAL 
ESTATE REIT’s effective tax rate. 

 
 For the six months ended 
 November 30, 2022 May 31, 2022 

Statutory tax rate  31.46% 31.46% 

Deductible cash distributions (30.75) (28.97) 

Changes in valuation allowance (0.23) (2.49) 

Provision of reserve for reduction entry (0.48) — 

Others 0.02 0.02 

Effective tax rate  0.02% 0.02% 

 
The significant components of deferred tax assets and liabilities are as follows: 
 
 As of 
 November 30, 2022 May 31, 2022 

 (Thousands of Yen) 

Deferred tax assets:   

Allowance for doubtful accounts  ¥ 37  ¥ 36 

Valuation differences due to merger   1,952,308   1,960,395 

Total deferred tax assets   1,952,345 1,960,432 

Valuation allowance   (1,952,345) (1,960,432) 

Net deferred tax assets  ¥ —  ¥ — 
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Note 16 – Distribution Information 
 

Cash distributions are declared by the Board of Directors of HEIWA REAL ESTATE REIT after the end of each 
period. Such distributions are payable to unitholders of record at the end of each period. Information on retained 
earnings brought forward after the cash distributions and cash distributions per unit is as follows: 

 
 For the six months ended 
 November 30, 2022 May 31, 2022 
 (Yen) 
Unappropriated retained earnings ¥  6,692,914,288  ¥ 6,304,797,488 
Reversal of reserve for temporary difference adjustment (Note) 44,549,320 42,229,320 
Cash distributions declared 3,485,984,290 3,219,985,650 
(Cash distributions per unit)   (3,130)   (3,050) 
Provision of reserve for reduction entry   54,947,617   — 
Retained earnings carried forward ¥  3,196,531,701  ¥ 3,127,041,158 

 
Note: In accordance with transitional measures of the Supplementary Provisions paragraph No. 3 of the Ordinance on Accounting of 

Investment Corporations (Cabinet Office Order No. 27 of 2015), HEIWA REAL ESTATE REIT provided reserve for temporary 
difference adjustment of ¥2,497,604,770, which was the outstanding amount allocated to gain on bargain purchase recognized 
in past periods from unappropriated retained earnings in the statement of distributions for the six months ended November 30, 
2015. The provided amount has been reversed every period by an amount equal to or more than the initial amount divided by 
50 years from the six months ended May 31, 2016. HEIWA REAL ESTATE REIT reversed ¥41,162,385 and ¥38,842,385 for 
the six months ended November 30, 2022 and May 31, 2022, respectively. 

 In addition, HEIWA REAL ESTATE REIT provided reserve for temporary difference adjustment of ¥338,693,498, which was 
a part of differences between tax and accounting due to gain on sales of investment properties for the six months ended 
November 30, 2020. The provided amount is reversed every period by an amount equal to or more than the initial amount 
divided by 50 years from the six months ended May 31, 2021. HEIWA REAL ESTATE REIT reversed ¥3,386,935 for the six 
months ended November 30, 2022 and May 31, 2022, respectively. 

 
Pursuant to the terms of the distribution policy set forth in Article 32(1) of HEIWA REAL ESTATE REIT’s 

Articles of Incorporation, the amount of distributions is defined to be in excess of an amount equivalent to 90% of 
HEIWA REAL ESTATE REIT’s distributable profit as defined in Article 67-15 of the Special Taxation Measure 
Act of Japan, but not in excess of the amount of retained earnings at the end of period. 

 
Based on the policy, HEIWA REAL ESTATE REIT declared total distributions of ¥3,485,984,290 and 

¥3,219,985,650 for the six months ended November 30, 2022 and May 31, 2022, respectively, which are the amount 
calculated by adding reversal of reserve for temporary difference adjustment of ¥44,549,320 to the amount 
calculated by deducting ¥124,438,160 including provision of reserve for reduction entry of ¥54,947,617 in 
application of “Special provisions for taxation in case of replacement of specified assets” of Article 65-7 of the 
Special Taxation Measure Act of Japan from net income of ¥ 3,565,873,130 for the six months ended November 
30, 2022 and the amount calculated by adding reversal of reserve for temporary difference adjustment of 
¥42,229,320 to the amount calculated by deducting ¥15,565,364 from net income of ¥3,193,321,694 for the six 
months ended May 31, 2022, respectively. Furthermore, HEIWA REAL ESTATE REIT does not make cash 
distributions in excess of profit as set forth in Article 32(2) of HEIWA REAL ESTATE REIT’s Articles of 
Incorporation. 
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Note 17 – Per Unit Information 
 

Information about earnings per unit and net assets per unit is as follows: 
 

 For the six months ended 
 November 30, 2022 May 31, 2022 

Earnings per unit: (Yen) 

Net income per unit  ¥ 3,202  ¥ 3,024 

Weighted average number of units outstanding (units)   1,113,319   1,055,733 

 
 As of 
 November 30, 2022 May 31, 2022 

 (Yen) 

Net assets per unit  ¥ 101,467  ¥ 99,095 

 
 The net income per unit is calculated by dividing the net income by the weighted average number of units 

outstanding during the period. The net assets per unit is computed based on the number of units outstanding at each 
period end. Diluted earnings per unit and related information are not disclosed as no dilutive units are outstanding. 
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Note 18 – Related-Party Transactions 
 

Related-party transactions are as follows: 
 

For the six months ended November 30, 2022 
 

Classification Name Location 
Capital stock 
(Thousands 

of Yen) 

Principal 
business 

Ratio of 
voting 
rights 

Relation to the 
related party Nature of transaction 

Amount of 
transaction  

(Thousands of 
Yen) 

Account 

Balance at the 
end of period 
(Thousands of 

Yen) 

Major corporate 
unitholder 

HEIWA REAL 
ESTATE CO., 
LTD. 

Chuo-ku, 
Tokyo ¥21,492,822 Real estate 

12.9% 
(directly 
owned) 
0.3% 

(indirectly 
owned) 

Provision of 
property 
management 
services 

Payment of 
property 
management fees 
(Note 2) 

 ¥ 8,598 
Operating 
accounts 
payable 

  ¥ 662 

Purchase of trust 
beneficiary 
interests in real 
estate (Note 3) 

  7,805,871 —   — 

Purchase of real 
estate (Note 4)   2,473,681 —   — 

Sale of trust 
beneficiary 
interests in real 
estate (Note 5) 

  1,109,500 —   — 

Companies 
whose 
majority of 
voting rights 
are owned by 
a major 
corporate 
unitholder 

HEIWA REAL 
ESTATE 
Property 
Management 
Co., Ltd. 
(Note 6) Chuo-ku, 

Tokyo 

  134,000 Property 
management — 

Provision of 
property 
management 
services 

Payment of 
property 
management fees 
(Note 7) 

  274,115 
Operating 
accounts 
payable 

  49,870 

Payment of 
insurance 
premium 

  9,286 —   — 

Payment of repair 
work   128,653 

Operating 
accounts 
payable 

  23,557 

HEIWA REAL 
ESTATE 
Asset 
Management 
CO., LTD. 
(Note 6) 

  295,575 Investment 
management 

0.3% 
(directly 
owned) 

Provision of 
asset 
management 
services 

Payment of asset 
management fees 

  804,818 
  (Note 8) 

Accrued 
expenses   742,522 

Notes: 
1. Terms and conditions of transactions are determined based on market price. 
2. The property management fees include building management fees which HEIWA REAL ESTATE paid to the following 

subcontractors. 
    HEIWA REAL ESTATE Property Management Co., Ltd.    ¥4,881 thousand 
    Third parties other than HEIWA REAL ESTATE Property Management Co., Ltd.   ¥102 thousand 

3. The purchase of trust beneficiary interests in real estate is related to SAKAE CENTER BUILDING, IWAMOTOCHO TWIN 
BUILDING and IWAMOTOCHO TWIN SAKAE BUILDING. The amount of transaction includes the transfer price stated 
in the transfer agreement and related property taxes and city planning taxes settled between the seller, but not include other 
ancillary expenses related to the acquisition. 

4. The purchase of real estate is related to HF KAWAGUCHIEKIMAE RESIDENCE and HF HIGASHIOGU RESIDENCE. 
The amount of transaction includes the transfer price stated in the transfer agreement and related property taxes and city 
planning taxes settled between the seller, but not include other ancillary expenses related to the acquisition. 

5. The sale of trust beneficiary interests in real estate is related to GRACE BUILDING SENGAKUJIMAE. The amount of 
transaction is the transfer price for the 50% interest of quasi co-ownership of the transferred trust beneficiary interests in real 
estate stated in the transfer agreement and does not include other ancillary expenses related to the transfer. 

6. The major corporate unitholder, HEIWA REAL ESTATE, directly owns 100% of voting rights of these companies. 
7. The property management fees include building management fees which HEIWA REAL ESTATE Property Management Co., 

Ltd. paid to the following subcontractor. 
    Third parties other than HEIWA REAL ESTATE Property Management Co., Ltd.   ¥46,285 thousand 

8. The asset management fees include acquisition fees and transfer fees of ¥129,797 thousand. 
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For the six months ended May 31, 2022 
 

Classification Name Location 
Capital stock 
(Thousands 

of Yen) 

Principal 
business 

Ratio of 
voting 
rights 

Relation to the 
related party Nature of transaction 

Amount of 
transaction  

(Thousands of 
Yen) 

Account 

Balance at the 
end of period 
(Thousands of 

Yen) 

Major corporate 
unitholder 

HEIWA REAL 
ESTATE CO., 
LTD. 

Chuo-ku, 
Tokyo ¥21,492,822 Real estate 

13.6% 
(directly 
owned) 
0.3% 

(indirectly 
owned) 

Provision of 
property 
management 
services 

Payment of 
property 
management fees 
(Note 2) 

 ¥ 8,834 
Operating 
accounts 
payable 

  ¥ 1,101 

Payment of 
brokerage fees   21,650 —   — 

Companies 
whose 
majority of 
voting rights 
are owned by 
a major 
corporate 
unitholder 

HEIWA REAL 
ESTATE 
Property 
Management 
Co., Ltd. 
(Note 4) Chuo-ku, 

Tokyo 

  134,000 Property 
management — 

Provision of 
property 
management 
services 

Payment of 
property 
management fees 
(Note 3) 

  223,920 
Operating 
accounts 
payable 

  38,613 

Payment of 
insurance 
premium 

  8,871 —   — 

Payment of repair 
work   40,890 

Operating 
accounts 
payable 

  28,944 

HEIWA REAL 
ESTATE 
Asset 
Management 
CO., LTD. 
(Note 4) 

  295,575 Investment 
management 

0.3% 
(directly 
owned) 

Provision of 
asset 
management 
services 

Payment of asset 
management fees 

  752,718 
  (Note 5) 

Accrued 
expenses   763,420 

 
Notes: 
1. Terms and conditions of transactions are determined based on market price. 
2. The property management fees include building management fees which HEIWA REAL ESTATE paid to the following 

subcontractor. 
    HEIWA REAL ESTATE Property Management Co., Ltd.      ¥5,219 thousand 

3. The property management fees include building management fees which HEIWA REAL ESTATE Property Management Co., 
Ltd. paid to the following subcontractor. 
    Third parties other than HEIWA REAL ESTATE Property Management Co., Ltd.   ¥42,108 thousand 

4. The major corporate unitholder, HEIWA REAL ESTATE, directly owns 100% of voting rights of these companies. 
5. The asset management fees include acquisition fees and transfer fees of ¥103,780 thousand. 
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Note 19 – Transactions with Major Unitholders 
 

Amounts of transactions with major unitholders are as follows: 
 

 For the six months ended 
 November 30, 2022 May 31, 2022 
 (Thousands of Yen) 
Gain on sales of investment properties  

(Other expenses related to sales)  ¥ 549,904  ¥ (21,650) 

Property-related expenses   8,598   8,834 

 
 
Note 20 – Segment Information 
 
Segment Information 
 

Segment information is omitted as HEIWA REAL ESTATE REIT has only one segment, which is the property 
leasing business. 
 
Related Information 
 
Information about Products and Services 
 

Disclosure of this information is omitted as operating revenues to external customers for a single product/service 
category accounts for more than 90% of the operating revenues on the statements of income and retained earnings. 
 
Information by Geographic Areas 
 
(1) Operating revenues 

Disclosure of this information is omitted as domestic operating revenues account for more than 90% of total 
operating revenues. 
 
(2) Investment properties 

Disclosure of this information is omitted as domestic investment properties account for more than 90% of the 
book value of the total investment properties. 

 
Information on Major Tenants 
 

Disclosure of this information is omitted as there is no tenant that accounts for 10% or more of the operating 
revenues recorded in the statements of income and retained earnings. 
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Note 21 – Subsequent Events 
 
A. Acquisition of Assets 
 

Based on the basic policies of asset management, etc., set out in its Article of Incorporation, HEIWA REAL 
ESTATE REIT acquired one real estate on January 30, 2023 (acquisition price of ¥860,000 thousand), one real 
estate on January 31, 2023 (acquisition price of ¥610,000 thousand) and one real estate on February 28, 2023 
(acquisition price of ¥2,500,000 thousand) and entered into purchase agreements of one real estate on December 23, 
2022 (acquisition price of ¥1,050,000 thousand). 

 
Re-103 HF IMAIKE-MINAMI RESIDENCE (Note 1) 
Type of specified asset Real estate 
Agreement date December 23, 2022 
Acquisition date January 30, 2023 
Acquisition price (Note 2) ¥860,000 thousand 
Location (lot number) (East building) 9-10, Imaikeminami, Chikusa-ku, Nagoya City, 

Aichi 
(West building) 9-20, Imaikeminami, Chikusa-ku, Nagoya 
City, Aichi 

Purpose of use Residence 
Construction date (East building) November 8, 2006 

(West building) November 2, 2006 
Structure (East building) Reinforced concrete, flat roof, 14 floors above 

ground 
(West building) Reinforced concrete, flat roof, 4 floors above 
ground 

Total floor space (East building) 1,580.08m2 
(West building) 494.35m2  

Total rentable space 1,946.35m2 
Notes: 
1. As of February 28, 2023, the name of this property is GLEN PARK Imaike-Minami East & WEST. The name 

will be changed to HF IMAIKE-MINAMI RESIDENCE on September 1, 2023. 
2. “Acquisition price” is the price described in the purchase agreement of real estate  (consumption tax excluded), 

and does not include the amounts of settlement for fixed property tax, city planning tax, etc.  
 
 Re-104 HF FUSHIMI RESIDENCE (Note 1) 

Type of specified asset Real estate 
Agreement date December 23, 2022 
Acquisition date January 31, 2023 
Acquisition price (Note 2) ¥610,000 thousand 
Location (lot number) 1-25-23, Sakae, Naka-ku, Nagoya City, Aichi 
Purpose of use Residence and parking 
Construction date August 10, 2006 
Structure Reinforced concrete, flat roof, 10 floors above ground 
Total floor space 1,713.50m2  
Total rentable space 1,353.42m2 

Notes: 
1. As of February 28, 2023, the name of this property is willDo Fushimi. The name will be changed to HF 

FUSHIMI RESIDENCE on September 1, 2023. 
2. “Acquisition price” is the price described in the purchase agreement of real estate  (consumption tax excluded), 

and does not include the amounts of settlement for fixed property tax, city planning tax, etc.  
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Re-105 HF NAKANO-SAKAUE RESIDENCE (Note 1) 
Type of specified asset Real estate 
Agreement date December 23, 2022 
Scheduled acquisition date (Note 2) March 1, 2023 
Scheduled acquisition price (Note 3) ¥1,050,000 thousand 
Location (lot number) 1-29-17, Chuo, Nakano-ku, Tokyo 
Purpose of use Residence 
Construction date March 14, 2008 
Structure Reinforced concrete, flat roof, 1 floor below ground 5 floors 

above ground 
Total floor space 1,760.28m2 
Total rentable space 1,289.94m2 

Notes: 
1. As of February 28, 2023, the name of this property is LIONS FORSIA NAKANOSAKAUE. The name will be 

changed to HF NAKANO-SAKAUE RESIDENCE on September 1, 2023. 
2. The purchase agreement of real estate regarding the acquisition of the property (the “Agreement”) falls under a 

forward commitment by an investment corporation stipulated in the “Comprehensive Guidelines for 
Supervision of Financial Instruments Business Operators, etc.” issued by the Financial Services Agency. Under 
the Agreement, if the Agreement is canceled due to a cause attributable to HEIWA REAL ESTATE REIT or the 
counterparty, the defaulting party shall pay a cancelation penalty charge equal to 10% of the consideration to 
be paid for the real estate subject to the sale and purchase transaction. Moreover, funds in hand or funds 
borrowed will be allotted to acquire financing for the property. As of today, in consideration of cash and deposits 
held by HEIWA REAL ESTATE REIT and cash flow conditions of HEIWA REAL ESTATE REIT, HEIWA 
REAL ESTATE REIT does not consider that there will be any concern over acquisition of the property to be 
acquired with funds in hand. Therefore, HEIWA REAL ESTATE REIT believes that the possibility of the 
property to be acquired having a material impact on HEIWA REAL ESTATE REIT’s financial conditions and 
payment of distributions is remote. HEIWA REAL ESTATE REIT obtained an appraisal report on the property 
at the time of appraisal on November 30, 2022 from Tanizawa Sogo Appraisal Co., Ltd. and the appraisal value 
at the point of that day is ¥1,230,000 thousand. 

3. “Acquisition price” is the price described in the purchase agreement of real estate  (consumption tax excluded), 
and does not include the amounts of settlement for fixed property tax, city planning tax, etc.  

 
Re-106 HF UENO RESIDENCE EAST (Note 1) 

Type of specified asset (Note 2) Real estate 
Agreement date February 17, 2023 
Acquisition date February 28, 2023 
Acquisition price (Note 3) ¥2,500,000 thousand 
Location (lot number) 5-4-15, Higashi Ueno, Taito-ku, Tokyo 
Purpose of use Residence 
Construction date September 5, 2017 
Structure Reinforced concrete, flat roof, 15 floors above ground 
Total floor space 2,964.00m2  
Total rentable space 2,317.84m2 

Notes: 
1. As of February 28, 2023, the name of this property is IMPREST RESIDENCE UENO the architect. The name 

will be changed to HF UENO RESIDENCE EAST on September 1, 2023 after the acquisition. 
2. The acquired asset is a building with leasehold land. The leasehold is not the fixed term land lease right provided 

in section 4, chapter 2 of the Act on Land and Building Leases. 
3. “Acquisition price” is the price described in the purchase agreement of real estate (consumption tax excluded), 

and does not include the amounts of settlement for fixed property tax, city planning tax, etc.  
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B. Disposition of Assets  
 

Based on the basic policies of asset management, etc., set out in its Article of Incorporation, HEIWA REAL 
ESTATE REIT transferred the 50% interest of quasi co-ownership of real estate trust beneficiary right as described 
below on December 5, 2022. 

 
Of-09 GRACE BUILDING SENGAKUJIMAE (Second transfer) 

Type of specified asset Real estate trust beneficiary right 
Location (lot number) 2-15-8 Takanawa, Minato-ku, Tokyo 
Transfer price (Note 1) ¥1,109,500 thousand (50% interest of quasi co-ownership) 
Book value (Note 2) ¥544,000 thousand 
Agreement date May 18, 2022 
Disposition date December 5, 2022 
Transferee HEIWA REAL ESTATE CO., LTD. 

 
Notes: 
1. The transfer is made in two parts, of which the first transfer has been already executed. “Transfer price” is the 

price described in the real estate trust beneficiary right transaction agreement (consumption tax excluded), and 
does not include the amounts of settlement for fixed property tax, city planning tax, etc.  

2. “Book value” represents the carrying amount of 50% interest of quasi co-ownership as of December 5, 2022, 
the date of the second transfer.  

 
 
C. Issuance of Investment Corporation Bonds 

 
On December 12, 2022, HEIWA REAL ESTATE REIT issued new investment corporation bonds (total amount 

of ¥2,000,000 thousand) as described below based on the comprehensive resolution regarding the issuance of 
investment corporation bonds at the meeting of the Board of Directors of HEIWA REAL ESTATE REIT held on 
May 25, 2022. 

 
7th series of unsecured investment corporation bonds (Green Bond) 
Name HEIWA REAL ESTATE REIT, Inc. 

7th Series of Unsecured Investment Corporation Bonds (with special pari 
passu conditions among specified investment corporation bonds) (Green 
Bond) 

Total issue amount ¥2,000,000 thousand 
Payment date December 12, 2022 
Paid-in amount ¥100 per ¥100 yen of each investment corporation bond 
Interest rate 0.880% per annum 
Collateral and guarantee Unsecured and without guarantee 
Redemption date The total amount will be redeemed on December 10, 2032. The bonds may 

be retired by purchase at any time on and after the following day of the 
payment date, unless otherwise provided for in laws, regulations, or other 
rules in the operational regulations of Japan Securities Depositary Center, 
Inc., which is a transfer organization. 

Interest payment date June 12 and December 12 every year (The first payment of interest will 
occur on June 12, 2023) (In the event that one of these days is not a business 
day, the business day immediately preceding it) 

Use of funds The funds were allocated to the repayment of the long-term borrowings 
(¥500,000 thousand) matured on December 30, 2022, which was borrowed 
for the acquisition of HF ESAKA Building, which was a green eligible 
asset acquired on December 23, 2021. The remainder was allocated to 
funds in hand, which were reduced by the acquisition of Shinsaibashi 
FRONT Building, a green eligible asset acquired on June 3, 2022. 
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D. Borrowing of Funds 
 
HEIWA REAL ESTATE REIT borrowed funds as described below to partly fund for acquisitions of one 

residential property acquired on January 30, 2023, one residential property acquired on January 31, 2023 and one 
residential property acquired on February 28, 2023 (as described in A. Acquisition of Assets above) (total borrowing 
amount of ¥4,190,000 thousand.) 
 
Term loan-65-1 

Lender 

Borrowing 
Amount 

 (Thousands 
of Yen) 

Borrowing 
Date 

Maturity 
Date 

Repayment 
Method Usage of Fund Collateral and 

Guarantee 

The Chiba 
Bank, Ltd. ¥800,000 January 30, 

2023 

January 30, 
2030 
(Note) 

Lump-sum 
repayment 

To fund for 
acquisition of 
property and others 

Unsecured/  
non-guaranteed  

 
Term loan-65-2 

Lender 

Borrowing 
Amount 

 (Thousands 
of Yen) 

Borrowing 
Date 

Maturity 
Date 

Repayment 
Method Usage of Fund Collateral and 

Guarantee 

Kansai Mirai 
Bank, Limited ¥800,000 January 30, 

2023 

November 
28, 2031 
(Note) 

Lump-sum 
repayment 

To fund for 
acquisition of 
property and others 

Unsecured/  
non-guaranteed  

 
Term loan-66-1 

Lender 

Borrowing 
Amount 

 (Thousands 
of Yen) 

Borrowing 
Date 

Maturity 
Date 

Repayment 
Method Usage of Fund Collateral and 

Guarantee 

Mizuho Trust & 
Banking Co., 
Ltd. 

¥1,090,000 February 28, 
2023 

May 31, 
2030 
(Note) 

Lump-sum 
repayment 

To fund for 
acquisition of 
property and others 

Unsecured/  
non-guaranteed  

 
Term loan-66-2 

Lender 

Borrowing 
Amount 

 (Thousands 
of Yen) 

Borrowing 
Date 

Maturity 
Date 

Repayment 
Method Usage of Fund Collateral and 

Guarantee 

The 
Norinchukin 
Bank 

¥1,500,000 February 28, 
2023 

May 31, 
2030 
(Note) 

Lump-sum 
repayment 

To fund for 
acquisition of 
property and others 

Unsecured/  
non-guaranteed  

 
Note: In the event that the maturity date is not a business day, the repayment shall be made on the following 

business day. In the event that following business day is in the next month, the repayment shall be made 
on the business day immediately preceding the maturity date. 
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