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Changes in Asset Management Fee Structure: Overview of Changes
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Management Fee 1

Acquisition value x 0.45%
(Annual rate)

Management Fee 2

FFO x 4.50%
(Gain and loss on transfer is
included in FFO)

Management Fee 3
(Acquisition fee)

Acquisition value x 1%"
(Reduction rate by
acquisition amount)

[Multiplying factor by acquisition value]

« Portion of 3 billion yen or less: 1.00%*
« Portion of more than 3 billion yen and

5 billion yen or less: 0.75%*
« Portion of more than 5 billion yen: 0.50%*

(*Interested parties are applied half rate.)

Management Fee 1

Total assets x 0.30% (upper limit)

(Annual rate)

Management Fee 2

FFO x 4.50% (Upper limit)
(Gain and loss on transfer is not
included in FFO)

Management Fee 3

DPU x 50,000
(Upper limit)

Acquisition Fee

Acquisition value x 1%"
(Upper limit)
(Abolition of reduction rate)

Transfer Fee

(Only if a gain on sale has arisen)
Transfer value x 1% upper limi)

Merger Fee

Valuation amount of

succeeded assets x 1%"
(Upper limit)

nc. All rights reserved.

* 0.5% for interested persons

The percentage of the asset size-linked fee in the
management fee will be lowered significantly.

The basis for the fee will be changed from acquisition
value to total assets to make the structure easier to
understand.

The percentage of the performance-linked fee in the
management fee will be raised significantly. As a
result, returns for unitholders will be reflected more
directly in the profit of the asset management
company.

By introducing a DPU-linked fee, the linkage between
returns for individual unitholders and the profit of the
asset management company will be stronger, and
actions and due to the dilution of PO, etc. that will not
lead to returns for investors will be reflected as the
reduction of fees for the asset management company.
Gain or loss on transfer of property will be excluded
from the calculation of FFO as a result of establishing
the DPU-linked fee.

At present, the larger the size of an acquired asset,
the lower the acquisition fee rate becomes. Generally,
the acquisition of a larger asset will bring bigger
returns to unitholders. Accordingly, the reduction rate
will be abolished in order to link returns for
unitholders more closely with an incentive of the
asset management company (the rate of 0.5% for
interested parties will be maintained).

In the transfer of assets, if a gain on transfer is 1% or
less of the transfer price, it will be subject to a fee,
with 50% of the gain on transfer as the upper limit.

We will be prepared for mergers in the future.



Changes in Asset Management Fee Structure: F{ HEIWA REAL ESTATE REIT. Inc
Comparison with Actual Values (Estimate) HEWA T

AM1: Asset size-linked fee AM2: FFO-linked fee AM3: Distribution-linked fee Acquisition fee ' Transfer fee Difference in fee due to changes in the fee structure

35t Fiscal Period (May 2019)

Excluding the acquisition fee

After changes and the transfer fee
'15.3mi|lion yen
= > < > «> h ED e i
Asset size-linked fee 45.8% Performance-linked fee 47.9% Event-linked fee 6.3% 35'™ FP Distribution (—15.0yen/unit)

2;425ven/unit Including the acquisition fee
and the transfer fee

'7.9mi|lion yen

Before changes

dl | - d | -
< » < > 4> i )
Asset size-linked fee 67.5% Performance-linked fee 27.5%  Event-linked fee 5.0% ( 7.0yen/umt)
34t Fiscal Period (Nov. 2018)
Excluding the acquisition fee
After changes and the transfer fee
< > < > o L. . '11. 1mi|lion yen
Asset size-linked fee 46.6% '\-\\\ Performance-linked fee 47.6% Event-linked fee 5.8% 34" FP DIStrIbUtIOI‘\ (_10 9yen/unit)
~~~~~~ 2,350yen/unit Including the acquisition fee
and the transfer fee
Before changes
'3.8million yen
< — » < > -3.8yen/unit
Asset size-linked fee 67.9% Performance-linked fee Event-linked fee 4.5% ’

27.5%

33" Fiscal Period (May 2018)

Excluding the acquisition fee

After changes and the transfer fee
< » > < > '122.2mi|lion yen
< » T i > . . .
Asset size-linked fee 40.6% “‘\\\ Performance-linked fee 42.1% Event-linked fee 17.3% 334 FP Distribution (—120.4yen/unit)

2,300yen/unit X .
Including the acquisition fee
Before changes and the transfer fee

» '58.7mi|lion yen

»
Asset size-linked fee 55.0% Performance-linked fee 37.9% Event-linked fee 7.1% ( ) )
-57.8yen/umt
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(million yen) O 100 200 300 400 500 600 700 800
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Changes in Asset Management Fee Structure:
Comparison with Forecast Values (Estimate)
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HEIWA

AM1: Asset size-linked fee

36 Fiscal Period (Nov. 2019)

After changes

AM2: FFO-linked fee

AM3: Distribution-linked fee

A
v

Asset size-linked fee 49.8%

Before changes

A

A
v

Performance-linked fee 50.2%

Asset size-linked fee 73.1%

37t Fiscal Period (May 2020)

After changes

»
»
Performance-linked fee 26.9%

< >
Asset size-linked fee 48.5% T Performance-linked fee 49.7% Event-linked fee 1.8%
Before changes
< > < S
Asset size-linked fee 73.1% Performance-linked fee 26.9% Event-linked fee 1.8%
(millionyen) 0 100 200 300 400 500 600 700

Note: The values above are calculated based on the results forecasts announced on July 18, 2019.
The asset management fee will be changed from the 37th fiscal period (ending May 2020).
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Acquisition fee

Difference in fee due to changes in the fee structure

Excluding the acquisition fee
and the transfer fee

'4.4mi|lion yen

th
B . FP_ . (»4.3yen/unit)
Forecast Distribution
Including the acquisition fee
2,450/ en/unit and the transfer fee
'4.4mi|lion yen

(-4.3yen/unit)

Excluding the acquisition fee
and the transfer fee
37th Fp '6-2mi|lion yen

Forecast Distribution (6. 1yen/unit)

2,450yen/unit Including the acquisition fee
and the transfer fee

'6. Zmillion yen
(-6.2yen/unit)




® This material has been prepared for the purpose of providing information and is not intended for soliciting, encouraging, or marketing specific products.

® This material is not a disclosure document, nor is it a report as defined in the Financial Instruments and Exchange Act, Investment Trusts and Investment
Corporations Act, public listing regulations of the Tokyo Stock Exchange or other related laws or regulations.

® The contents of this information material contain a statement on future forecasts, but the statement was made based on the judgment by this investment
corporation and this fund management company on the basis of the information available on the date of the preparation of this information material. The
contents do not guarantee the future performance of this investment corporation, management results, financial contents, etc. In addition, the accuracy and
certainty of the contents of this information material are not guaranteed. Please understand in advance that the contents may be revised or abolished without
prior notice.

® Because this investment corporation invests in real estate and real estate-related assets whose prices fluctuate due to the economic situation, interest rate
trends, demand and supply of investment equities, real estate market conditions, fluctuations in prices of real estate managed and rent revenue, disasters,
etc., the market price of the investment equities may fall or the distribution amount may be reduced and the investment corporation may not be able to sell in
the price higher than the price when obtained investment securities and, consequently, investors may suffer losses.

® For the purchase of this investment corporation’s investment equities or investment corporation bonds, please contact each securities company. Before your
purchase, please read the contents of the pre-contract document (or prospectus), etc. carefully.

® The contents of these materials may not be duplicated or transcribed without prior permission.
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