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I Disclaimer

HILLS REIT

This document has been prepared by Mori Hills REIT Investment Corporation (*MHR") for informational
purposes only and should not be construed as an offer of any transactions or the solicitation of an offer of
any transactions. Please inquire with the various securities companies concerning the purchase of MHR
investment units. This document’s content includes forward-looking statements about business
performance; however, no guarantees are implied concerning future business performance.

Although the data and opinions contained in this document are derived from what we believe are reliable
and accurate sources, we do not guarantee their accuracy or completeness. The contents contained herein
may change or cease to exist without prior notice. Regardless of the purpose, any reproduction and/or use
of this document in any shape or form without the prior written consent from MHR is prohibited.

This document contains charts, data, etc. that were prepared by Mori Building Investment Management Co.,
Ltd. (hereafter, the "Asset Manager”) based on charts, data, indicators, etc. released by third parties.
Furthermore, this document includes statements based on analyses, judgments, and other observations
concerning such matters by the asset manager as of the date of preparation.
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I 1 Executive summary

HILLS REIT

24th period (Jul. 2018)

® Operating revenue: 8,751 million yen, operating income: 5,432 million yen, net
income: 4,819 million yen Increased revenue and income period-over-period

® Additionally acquired Toranomon Hills Mori Tower for 5,070 million yen and
Holland Hills Mori Tower for 2,430 million yen as of March 1, 2018

® DPU: 2,753 yen (+94 yen from 23rd period) Increasing for 16 consecutive fiscal periods

After 25th period (Jan. 2019)

® Procured 16.2 billion yen in public offering as of August 2018

® Additionally acquired Toranomon Hills Mori Tower for 26,070 million yen and
Holland Hills Mori Tower for 4,570 million yen as of September 3, 2018

® DPU (forecast): 2,790 yen (25th period), 2,800 yen (26th period)

Forecasted increase for 18 consecutive fiscal periods

® Continuously increase DPU and NAV per unit while maintaining a high quality
portfolio



2. Investment highlights




|2—1 Unit price performance

HILLS REIT

(yen)
200,000

Public Public Public Public Public
A Offering i A - A
190,000 Offering in ering in Offering in Offering in Offering in

Mar. 2013 Sep. 2013 Aug. 2014 Feb. 2016 Aug. 2018

180,000
170,000
160,000
150,000
140,000
130,000 Mori Hills REIT
120,000
110,000
100,000
20,000 TSE REIT Index
80,000
70,000
60,000
50,000

40,000

30,000
9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st 22nd 23rd 24th
Sep. 14, Jan. 31, Jul.31, Jan.31, Jul.31, Jan.31, Jul.31, Jan.31, Jul.31, Jan.31, Jul.31, Jan.31, Jul.31, Jan.31, Jul.31, Jan.31, Jul. 31,

2010 2011 2011 2012 2012 2013 2013 2014 2014 2015 2015 2016 2016 2017 2017 2018 2018
Market || 41.9 bn yen »| 266 bn yen
value (Sep. 14, 2010) (Sep. 7, 2018)

(Note 1) Unless otherwise stated in this document, all amounts are rounded down below the unit and all fractions and areas are rounded up below the decimal point.
(Note 2) TSE REIT Index is adjusted as of the 8t" period result announcement (Sep. 14, 2010) and shows the relative performance vs. MHR's unit price performance.



I 2-2 Financial results

HILLS REIT

23rd period 24th period 24th period
Jan. 31, 2018 Jul. 31, 2018 Jul. 31, 2018

Operating Highlights (million yen)

- é N\
Operating revenue 8,495 | 8,751 | +255 8,721 Increase/decrease factor (23rd - 24th)
Rent revenues 8,284 8,533 + 249 8,507
Other operating revenues 211 217 +6 214 -Operating revenue (+255 mn yen)
. - Property acquisition in 24th period +158
Operating expenses 3,208 3,318 + 110 3,341 - Office (Pass-through) +73
Expenses related to properties 2,910 2,995 + 85 3,032 - Residential (Pass-through) +23
SG&A 298 323 + 24 309 -Operating expenses (+110 mn yen)
. - Property acquisition in 24th period +43
Operating income 5,287 | 5432 | + 145 5,379 - Maintenance and repairs +38
_ R - Property taxes for properties acquired
Non-operating income 1 2 +0 2 in 23rd period +13
Non-operating expenses 631 613 AN17 618 - Property taxes for existing properties +12
Ordinary income 4,657 4,820 + 163 4,763 .Non-operating expenses (A17 mn yen)
Net income 4,655 | 4,819 | + 163 4,762 - Interest expenses, etc.
(New borrowings in 24th period) +16
i - Interest expenses, etc.
Total dividends 4,654 4,819 + 164 4,761 (Current borrowings) A21
DPU ( Interest on investment corporate bonds AlZ/
Total units outstanding (units) 1,750,640 1,750,640 - 1,750,640
DPU (yen) 2,659 | 2,753 | + 94 2,720
Other Indices (million yen)
Profit on real estate rental 5,585 5,755 + 170 5,688 (Increase/decrease factor for 24th period W
Depreciation 1,032 1,031 AO 1,039 (Forecasted - Actual)
NOI 6,617 6,787 + 169 6,728 Operating income (+52 mn yen)
. - Office (Pass-through) +42
NOI yield 3.7% 3.8% 0.1PT 3.8% - Residential (Pass-through) +11

Acquisition price
(weighted average based on the number 352,550 358,889 + 6,339 358,889

of operating days during the period) (Note)

(Note) If properties are acquired during the period, the acquisition price is the weighted average based on the number of operating days.
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HILLS REIT

Procured 16.2 billion yen in public offering

| Overview of public offering

Offering method

Domestic offering

Issuance
resolution date

July 12, 2018

Pricing date

July 24, 2018

Payment date

Primary offering: August 1, 2018
Third-party allotment: August 22, 2018

Number of units
newly issued

124,320 units
(of this, third-party allotment: 5,920 units)

Number of units
after offering

1,874,960 units

Offering price

134,823 yen per unit

Issued value

130,536 yen per unit

Total issued
value

16,228,235,520 yen
(including third-party allotment)

| Trend of unit price

From issuance
resolution date to 2
weeks after pricing

From issuance
resolution date to

pricing date date
MHR A0.56% +0.49%
TSE REIT Index A0.84% A0.60%

MHR outperformed index even after the
announcement of public offering

LTV
(appraisal value basis)
(Note 2)

LTV

(book value basis)
(Note 3)

24th period
ended Jul. 2018

360 bn yen

3.7%

41.9%

46.4%

124,618 yen

2,753 yen/unit

Total PO amount

paid-in 16.2 bn yen

Total acquisition of
30.6 bn yen

>

2,790
yen/unit
(ending Jan. 2019)

(Note 1) Figures are average NOI yields of the entire portfolio.

(Note 2) LTV (appraisal value basis) is calculated as [Total interest-bearing debt/Appraisal value based total
assets (Total assets +Total appraised value - Total book value)]

(Note 3) LTV (book value basis) is calculated as [Total interest-bearing debt/Total assets]

(Note 4) The figures are calculated by taking into consideration the effects of the proceeds through the
offering, the scheduled asset acquisitions on September 3, 2018 and adding the new
borrowings of 14.1 billion yen to the figures as of the end of the 24th period.

Post offering
and acquisition

390.6 bn yen

3.7%

41.8%

(Note 4)

46.3%

(Note 4)

126,856 yen

(Note 4)

2,800
yen/unit
(ending Jul. 2019)
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I 2-4 Overview of new acquisitions (Acquired as of September 3, 2018) _— — —

HILLS REIT

)

| Toranomon Hills Mori Tower (Additional acquisition)

1. Super high rise tower - Tokyo’s new landmark

® Quake-resistance structure with 52 floors and 247 meters above ground.

® High-specification offices with a broad floor plate of approx. 1,000 tsubo,
international-standard conference facilities, Japan’s first Andaz hotel “the
Andaz Tokyo”, retail facilities and residences.

2. Located in the center of the Toranomon area where further
development is expected

® Six transit stations and 11 lines are nearby. With the expected completion
of "New Toranomon Station (tentative name)” on the Tokyo Metro Hibiya
subway line, further improvements in convenience will be realized.

® As a result of a number of redevelopment projects currently in progress
around the building, the Toranomon area has begun to rapidly evolve into
an international urban center.

<Acquisition portion>

Ministry of Educatiogp, Culture, ™~
Patent SportsScience and Jechnology
Hotel Office
- ; L | -
=i T = . e R i1 _ Residential Satoboriidori Ave: 4
- aa- A . . Toranomon Hills
Acquisition price Appraisal value NOI yield Portion of Station Tower
26 070 2 the red area {TEHIE“IVE nﬂﬂ'IE.‘}
o)
- mn yen 8,830 mn yen 3.4% (note) s 11T,
o5 E}rusiness Tower
: A 5
Property Number 0-9 Office g SR et
N £y L
Location 23-1, Toranomon 1-chome, [ ] i Toranomon )
(Residential indication) Minato-ku, Tokyo Earthquake PML o Hills 3
Construction date May 2014 l 0.50% J Conference 15.55 Mori Tower 5
- & =
Total number of floors 52 floors above ground, facilities I ;?’1..5 Shy, g
5 floors below ground T ~ Toranomon Hills .40’*4--:-; &
Gross floor area 241,581.95 m Restaurant, etc. Residential Tower PE‘.S"’:::;JTOH i
36% quasi-co-ownership Total acquired: 50% quasi- ‘ I (Tentativéname) CORE
Portions of acquisition interest in trust beneficial co-ownership interest \
interests including past acquisition (Note) MHR acquired the trust beneficial interests in 87.95% co-ownership interest in

compartmentalized ownership of the 28-35th floors
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HILLS REIT

| Holland Hills Mori Tower (Additional acquisition)

Appraisal value

4,570 mn yen

5,260 mn yen

Property Number

0-10

Location
(Residential indication)

11-2, Toranomon 5-chome,
Minato-ku, Tokyo

NOI yield

4.3%

Earthquake PML

Construction date

January 2005

Total number of floors

24 floors above ground,
2 floors below ground

Gross floor area

35,076.12 mi

Portions of acquisition

interest in trust beneficial

28% quasi-co-ownership
interests

0.85%

Total acquired: 100%
quasi-co-ownership interest
including past acquisition

1. High rise tower integrating the greenery of the Embassy of
the Netherlands

® Tower complex consisting of office, residences and retail with excellent
quake-resistance.

® Office area is located on the upper floors (14th to 24th floors) and offers
a business space with excellent views and a sense of openness.

® Landmarks representing Tokyo such as Tokyo Tower and Roppongi Hills
can be viewed from the roof garden 100 meters above the ground.

2. Located in the Toranomon area where further development
is expected

® An excellent location within a 1-minute walk from Tokyo Metro Hibiya
Line Kamiyacho Station.
® As a result of a number of redevelopment projects currently in progress
around the building, the Toranomon area has begun to rapidly evolve
into an international urban center.
<Acquisition portion>
Portion of the red areas

(note)
Roof Garden

Roppongi-itchome Sta.

Office
Roppongi First Plaza
R g View Tawer p
Oppon : c-_‘,‘@
Toranomon-Azabudai
) ) District Urban Redevelopment Area p
~ Residential Embassy of
Netherlands
Retail Holland Hills
— Mori Tower
e A

(Note) MHR acquired the trust beneficial interests in compartmentalized ownership of
the 3rd, 4th, part of 5th, 14-18th and 22-24th floors .
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HILLS REIT

| Outline of transactions

Acquired as of

August 1, 2017
March 1, 2018 (A)

Acquired as of

September 3, 2018
G))

(A) + (B)

Acquisition price

10,140 million yen

26,070 million yen

36,210 million yen

Total acquired area
Approx. 12.3% of
office area
Approx. 6.9%
of total

Total acquired area
Approx. 77.1% of
office area
Approx. 48.5%
of total

Mori Tower NOI 345 million yen 888 million yen 1,234 million yen
Total leasable floor area 3,418.54m’ 8,790.53m> 12,209.08m?
Acquisition price 11,760 million yen 4,570 million yen 16,330 million yen
Holland Hills NOI yield 4.3% 4.3% 4.3%
Mori Tower NOI 505 million yen 196 million yen 702 million yen
Total leasable floor area 7,318.83m’ 2,846.21m* 10,165.04m?
N N
Acquisition price 21,900 million yen 30,640 million yen 52,540 million yen
Total NOI yield 3.9% 3.5% 3.7%
NOI 851 million yen 1,084 million yen 1,936 million yen

10



I 2-7 Forecasts

HILLS REIT

24th period
Jul. 31, 2018

25th period 26th period 4
Jan. 31, 2019 Jul. 31, 2019

Increase/decrease factor (24th - 25th)

*Operating revenue (+621 mn yen)

; ; ) - Property acquisition in 25th period +594
Operating Highlights (million yen) - Full period contribution of properties
. acquired in 24th period +33
Operating revenue 8,751 9,372 + 621 9,455 - Residential (Pass-through) A7
Rent revenues 8,533 9,141 + 608 9,230 -Operating expenses (+169 mn yen)
Other operating revenues 217 231 +13 225 - Property acquisitions in 25th period +170
- Property taxes for properties acquired in
Operating expenses 3,318 3,488 + 169 3,583 23rd period +14
_ - Full period contribution of properties
Expenses related to properties 2,995 3,168 +172 3,276 acquired in 24th period +12
SGRA 323 320 A3 306 - Pro_perty taxes for exis_ting properties +12
- Maintenance and repairs A23
Operating income 5,432 5,884 + 452 5,871 - Depreciation of existing properties A18
Non-operating income 2 1 Al 1 -Non-operating expenses (+39 mn yen)
- ; - Interest expenses, etc.
Non-operating expenses 613 653 + 39 622 (New borrowings in 25th period) +35
Ordinary income 4,820 5,232 + 411 5,250 - Amortization of investment unit issuance cost +6
. - Interest expenses, etc. (Current borrowings) +6
Net income 4,819 5,231 +411 5,249 \ Interest on investment corporate bonds Ay
Total dividends )
4,819 5,231 +411 5,249 Increase/decrease factor (25th - 26th)
DPU
Total units outstanding (units) 1,750,640 1,874,960 + 124,320 1,874,960 |-Operating revenue (+82 mn yen)
- Full period contribution of properties
DPU (yen) 2,753 2,790 + 37 2,800 acquired in 25th period +118
. - Office (Pass-through A29
Other Indices (million yen) ( rough)
. -Operating expenses (+95 mn yen)
Profit on real estate rental 5,755 6,204 + 449 6,178 - Full period contribution of properties
Depreciation 1,031 1,100 + 68 1,087 acquired in 25th period +66
- Maintenance and repairs +45
NOI 6,787 7,305 + 518 7,266 - Property taxes for properties acquired in
. 24th period and existing properties +23
NOI yield 3.8% 3.8% AO0.1PT 3.8% - Depreciation of existing properties A29
Acquisition price Non-operating expenses (A31 mn yen)
(weighted average based on the number 358,889 385,194 + 26,305 390,690 - Interest expenses, etc. (Current borrowings) Al3

of operating days during the period)

\— Amortization of investment unit issuance cost AZl/

11
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I -8 Factors that led to changes in dividends per unit == =
from the previous fiscal period

(yen/unit pzej:ir:d 24th period (Jul. 2018) 25th period (Jan. 2019) forecast
yen/unit

2,900 r
! mm Dividends per unit
2,790
yen/unit
2,800 +2 (forecast)
+19 A13 2’753.
M yen/unit
+32
2,700
' 2,659 +56 +207
yen/unit A183
2,600 11 +3
A3 L —
2,500
Properties NOI change Financing Others Dilution Others  Full period NOI Properties Financing
acquired of existing costs due to PO contribution change of acquired costs
(24th) roperties decrease of properties existing (25th)  decrease
acquired properties
I in 24th v

Major factors behind change in NOI from existing properties: Major factors behind change in NOI from existing properties:

+ Rent revenue of office (Pass-through) +41 + Decrease in maintenance and repairs +12

+ Rent revenue of residential (Pass-through) +13 + Decrease in depreciation +10

+ Decrease in depreciation +11 — Property taxes for properties acquired in 23rd period recorded as expense

— Increase in maintenance and repairs A22 (equivalent to 3 months) A8

— Property taxes for properties acquired in 23rd period recorded as expense — Increase in property taxes for existing properties A7

(equivalent to 3 months) A8 — Rent revenue of residential (Pass-through) A5
— Increase in property taxes for existing properties A7

(Note) Factors that led to change are arrived at by dividing the change from the previous fiscal period by 1,750,640 units for the 24th period (July 2018) and 1,874,960 units for the
25th period (January 2019) indicated as an approximate figure in yen.

12
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I 2-9 Dividends per unit growth record == 3

HILLS REIT

(yen/unit)
3,000
5.5% increase
W 2,790 2,800
(forecast) (forecast)
2,800 >

for 16 consecutive fiscal periods”

A\ H =
DPU increasing
2,659
2,606 | 2,610 |
2,600 | 2,567
109.4% increase in 8 years 2,502
(fiscal period ended July 2010 to July 2018)
2,400 | 2,367
2,303
2,200 ¢ 2,151
2,019
2,000 |
1,910
1,833
1,800
1,724 1,740
1,670
1,589
1,600 |
1,400
1,315
1'200 j 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 J

8th 9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st 22nd 23rd 24th 25th 26th
period period period period period period period period period period period period period period period period period period period
Jul.2010 Jan.2011 Jul.2011 Jan.2012 Jul.2012 Jan.2013 Jul.2013 Jan.2014 Jul.2014 Jan.2015 Jul.2015 Jan.2016 Jul.2016 Jan.2017 Jul.2017 Jan.2018 Jul.2018 Jan.2019 Jul.2019

X Implemented a 5-for-1 investment unit split effective on February 1, 2014. Actual dividends per unit was divided by 5 for the periods before the split of investment units in the graph.

13
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HILLS REIT

(yen/unit)

140,000 7.8% increase
8.5% increase

130,000 *f

126,856
124,618

Ié

NAYV per unit
120,000 | 98.7% increase in 7.5 years 117,627

|114,893|
112,546 112,811
110,000 |
104,064
101,957
99,665
100,000 |
88,826
90,000 86,941
81,992
80,000 | 78,027 78,434
72,735

70,000

64,856

62,731

) ] I
501000 L ! ! L 1 1 1 L 1 1 1 1 1 ! | N J

9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st 22nd 23rd 24th After
period period period period period period period period period period period period period period period period acquisition
Jan.2011  Jul.2011  Jan.2012  Jul.2012  Jan.2013  Jul.2013  Jan.2014  Jul.2014 Jan.2015 Jul.2015 Jan.2016  Jul.2016  Jan.2017  Jul.2017  Jan.2018  Jul.2018

X Implemented a 5-for-1 investment unit split effective on February 1, 2014. Actual dividends per unit was divided by 5 for the periods before the split of investment units in the graph.

14
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No. 1 property percentage in Central Tokyo

e

Area

Tokyo's Five
Central Wards
and their vicinity

100%

Tokyo’s Three
Central Wards

87.5%

W Office M Residential Retail W 30,000m or more

B Under 30,000m

(Note 1) The ratios represent proportion of acquisition price to total acquisition price.

(Note 2) Chart showing “Size” does not include Laforet Harajuku (Land).

(Note 3) For calculation of breakdown by type, acquisition price for Akasaka Tameike Tower
and Atago Green Hills are divided into offices and residences.
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I 2-12 Overview of portfolio (1) Location
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I Large corporate headquarters in central Tokyo
(company)
22
20 -
18
16
14
12 +
10

m Domestic company = Foreign company

|
A

o N b~ O

eyeseyy

13uoddoy
1ysequoyIN
1y2eWS10
emebeulys

nynlulys
awopoys
1yseqoAx
1yseqepi
oyooquip

(Source) "Large corporation” is the top 100 domestic companies and the top 36 foreign
companies based on its’ market capitalization. Prepared by the Asset Manager
based on market capitalization data as of April 30, 2018 by Thomson Reuters and
publicly available information for the headquarters’ locations.

I IT firms located in Minato ward

M

uowouelo] |

1ysnoun.ey
uowoueuo |
pasebiunsey
oyoeqeAey|
yonsjewewe

4 )

Apple Oracle Japan RPA Holdings
Facebook SBI Holdings Itokuro
Microsoft Mercari HEROZ
Tencent Monex Group UUUM

Cisco Systems GREE Evolable Asia
Netflix NHN JAPAN Gunosy
Softbank OpenDoor KLab

Baidu Uzabase Metaps
Expedia istyle Enigmo

m3 Money Forward CROOZ
Nexon Bengo4.com FreakOut

- J

(Note) Prepared by the Asset Manager based on open information etc. as of August 31,
2018.

Overlapping zone of large corporate and
IT firms in central Tokyo
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I 2-13 Overview of portfolio (2) Earthquake-resistance capability

|

I
)

H

J)

HILLS REIT

Pursue No. 1 earthquake-resistance capability

Seismic damping

Lowest portfolio
PML of all listed
J-REITs

0.93%

i
'
()
]
L
1 . NI
educed oscillatiop
] e
1h
i
1

X PML refers to the probable maximum loss ratio expected to result from an earthquake.

. S L. . Earthquake oscillation
A smaller figure indicates superiority in earthquake-resistance.

Earthquake oscillation

<Building with
seismic damping>

I“_.IT_TL*“ :

Seismic damping reduces

earthquake magnitude of
oscillation by approx. 20%

Viscous seismic damping wall

Seismic isolators

=TT}

) B 20 O o

Reduced oscillatiof

<Normal earthquake
Earthquake- resistant building>
Property name ’ Type ’ PML resistant feature
Roppongi Hills Mori Tower 0.59% | Seismic damping
ARK Mori Building 0.78% | Seismic damping [
Koraku Mori Building 0.73% | Seismic damping . -
Office g ==
ARK Hills South Tower 1.56% | Seismic damping — ;3
o Y ..
Toranomon Hills Mori Tower 0.50% | Seismic damping ‘.‘,. ; '~‘
LB i
Holland Hills Mori Tower 0.85% | Seismic damping \Intense oscillatiof]
Akasaka Tameike Tower 1.79% | Seismic damping | ",
MORI Tower Office | 2.35% | Seismic damping
(Partly e |
Atago Green Hills | Forest Tower residential) | 2.34% | Seismic damping (N
Plaza 5.94% -
Earthquake oscillation
Roppongi First Plaza ) ) 2.20% —
— Residential <Normal earthquake
Roppongi View Tower 2.20% — resistant building>

Earthquake oscillation

<Building with
seismic isolators>

Seismic isolators reduce

Seismic isolators

the magnitude of oscillation to
approx. 1/2 or 1/3 especially
in case of large earthquakes
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I 2-14 Overview of portfolio (3) Environmental performance
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HILLS REIT

Pursue No. 1 environmental performance (As of June 30, 2018)

Ratio of green
building certified
properties in

Highest ratings
in green building
certifications

70.1%

portfolio

78.1%

¥ In acquisition price base by excluding Laforet Harajuku (Land)

[ CASBEE for Market Promotion: Rank S

ARK Mori
Building

Atago Green Hills
(Mori Tower)

Roppongi Hills
Mori Tower

DBJ Green Buildings

[CASBEE for Buildings: Rank S][ Certification: Five stars

)

ARK Hills
South Tower

Toranomon Hills
Mori Tower

<Acquired GRESB Green Star Rating>

In the 2017 GRESB Survey, MHR received a Green Star rating for

the sixth consecutive year. In addition, MHR received 4 Stars in the

GRESB Rating (Note).

N GRESB is a benchmark that measures the sustainability
= - performance of real estate companies and real estate
',%‘ N management institutions based on an annual questionnaire

survey conducted by the GRESB foundation, composed

E: : R* F Sm 1B? primarily of European pension fund groups.
GRESB Four-Quadrant Model Scores by Region
Green Talk Green Stars

100

gustralia /'NZ Average
Europe Average @ Mori Hills REIT
GHEFSJB Avere?ge /C}U North'America Average
Asia Average

The "Green Star" rating is
the highest rating category
among the 4 ranking
categories.

Other Average 0

Management & Policy
&

Green Starters Green Walk
0 50 100

Implementation & Measurement

(Source) Prepared by the Asset Manager based on the “2017 GRESB Report” of the Global

Real Estate Sustainability Benchmark (GRESB).
The comparative assessment of the overall score was initially introduced in 2016.

It is a global ranking utilizing a five-star scale ("5 Stars” as the highest rank).

(Note)
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I 2-15 External growth

Business environment
recognition
External growth policy [

HILLS REIT

(Note) Please refer to “Section 4. Business
environment recognition and MHR's

Closely watching the acquisition price level as property acquisition
policy/strategy” for details.

competitions are overheated

Proceed with external growth utilizing sponsors’ abundant property ]
pipeline

| Change in rent and vacancy rate of office buildings (Tokyo’s five central wards)

200

(%)

10.0
0,
8.9% 9.0% g o, 0.0
180 | = Estimate 8.0 «@= Rent index
' «@= Vacancy rate
160 [ 6.1% 7.0
(Source)
6.0 prepared by the Asset Manager based on the
4.6% “Spring 2018 Office Rent Forecast in Tokyo,
140 ¢ 1 5.0 Osaka and Nagoya (2018-2020, 2025)” by the
3.7% .- Office Market Trends Research Committee
3.1%  3.2% __e~ 4.0 (Japan Real Estate Institute and Miki Shoji Co.,
120 ¢ :—::':---.----. 3.0 Ltd.).
114 117 118 117 2.0 (Note) )
100 | : The rent index targets large and medium
101 100 1.0 Dbuildings (standard floor area of 100 tsubo or
92 92 95 99 ' more) in Tokyo’s five central wards. The rent
80 . . . . . . . 0.0 index is rebased to 100 as of 2010.
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

| Change in return on real estate investment

(%)

4.9
4.6 = 4.50/0
4.3%
43 | 4.2% 4.2% 4.2% 4.2%
O O
4.0
3.7 + o Cap rate of class A
3.5% office buildings 3.5%

3.4 F (Marunouchi and Otemachi)

3.1 | 3.0% (Source) Prepared by the Asset Manager based on “The Japanese Real
Estate Investor Survey” by the Japan Real Estate Institute.

28 (Note) Figures reflect the time of survey as of April each year.

04 05 06 07 08 09 10

11 12 13 14 15 16 17 18
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|2-16 External growth
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HILLS REIT

I Trend in assets under management (based on acquisition price)

(billion yen)
400
Growth utilizing
sponsor’s pipeline
350 |

300

250

200
13th 14th 15th 16th 17th
Jan. Jul. Jan. Jul. Jan.
2013 2013 2014 2014 2015

339

18th 19th 20th
Jul. Jan. Jul.
2015 2016 2016

390
billion yen
360
352
| | I I
21st 22nd 23rd 24th After
Jan. Jul. Jan. Jul. acquisition
2017 2017 2018 2018

Acquired premium properties in central Tokyo lower than appraisal values

(Acquired as of September 3, 2018)

Holland Hills
Mori Tower

Toranomon Hills
Mori Tower

Acquisition price 26,070 million yen Acquisition price 4,570 million yen

Appraisal value 28,830 million yen Appraisal value 5,260 million yen

Location Minato-ku, Tokyo Location Minato-ku, Tokyo

Ratio of
acquisition price
to appraisal
value wote 2)

Building age

PML

(Note 1) Average based on information of acquisitions disclosed (41 properties excluding acquisitions at IPO) from January

to July 2018.

(Note 2) Ratio of acquisition price to appraisal value = (Acquisition price — appraisal value) / appraisal value

-

Toranomon

. . Holland Hills
Hills Mori Mori Tower
Tower
A9.6% A13.2%
4.3 years 13.6 years
0.50% 0.85%

=

Recent office
acquisition by
listed REITs

(Note 1)

A4.4%

21.3 years

5.18%
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|2-17 External growth
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HILLS REIT

| Mori Building’s extensive property pipeline

Number of properties under
management:

97 buildings

(as of April 1, 2018)

Total assets:

1.9 trillion yen
(as of the end of March 2018)

(Note)
MHR has “preferential negotiation rights”

| Properties owned by Mori Building Group

n Roppongi Hills
(Partly owned by MHR)

ARK Hills
(Partly owned by MHR)

EJ Toranomon Hills
(Partly owned by MHR)

F— 2 . - :
(Office/ResidentiaI/Retail, (Office/ResidentiaI/Hotel, (Ofﬁce/ResidentiaI/RetaiI,
etc.) etc. ) etc. )

B} Atago Green Hills [ Holland Hills B omotesando Hills
(Partly owned by MHR) (Partly owned by MHR)

=
{ Office/Residential/Retail )

{Office/Residential/Retail )
(Note) Some exceptions included.

Recent redevelopment projects
(Toranomon Hills area)

re e i v
== Toranomon Hills Mori Tower #=#& Toranomon Hills Residential tower
Opened Jun. 2014 L (Tentative name)
Projected completion Jan. 2021

Ry - it i
! Toranomon Hills Business tower

(Tentative name)
Projected completion Dec. 2019

Toranomon Hills Station Tower *
(Tentative name)
Target completion 2022

New Toranomon
; Station on the
Hibiya subway line
(Tentative name)
partially in-service
scheduled by 2020

e F i :.
| L u:;S

Total area: approx. 7.5ha .
Total floor area: approx. 800,000mni
Office space: approx. 300,000m
Residential units: approx. 720
Retail space: approx. 26,000 . ™
Green space: approx. 15,000m 2

Hibiya Park Front

8 ME relstod P
| i1 Other &) undes development | es b,

foranoman *
Akasaka Intercity AIR

Toranomon 2-Chome
District

Toranomon Hills Business Tower

~Toranomon Hills Static (Tentative name}

(Tentative name)

Hetel Okura Tokye
“Main Buliding
Reconstruction Plan

#

£
Toranomon Hills i

= Mori Tower £
New Toranomaon Station
" onthe Hibiya Line

[Tentative name) SHINTORA-DORI CORE

Do
Toranormon Towers - JMA Toranomon | M‘\hz
Government Building e 4’%
5 e B
Shiroyama Toranomon Hills 0 @
Garden TQKYO WORLD GATE Residential tower (Tentative name)
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I 2-18 External growth

| Mori Building Group’s involvement

Eshaae
ARK Hills Fron Tn?

M . AR TARK Hills
Mori Bt B, 2
/ \\Q%. > ' / £ e (28 N
Aearra Comatry j‘f \K H &
E N @ | 4 )
P 5N T8 Plazaf v Com s, ~/ AN A}
Py et \ HOPPDﬂﬂl s wmuurl}l'nwnr Haafikyis ™ s
i . y 247 divelopment Project #
| [ Wi o
%
74
¥ o i [
FReppong! Hills Crog ~ P/ qf’:{' £ ¢
Roppongi Hills M N all o / : :
i : n : g e X oty Wanastsian i ( 3 " Harnatiays ortituinn Cubl s
. ﬁ""”“‘“ / o N T Y 5 ey .'
Il', AL Flassan Fnoeration * [y e | S
| . of L i Forest Jermace Toriizgka f [ !
| Ay ol Asimarcs i -"’II | M |
| Eaaniny o Uhridie of M‘“ j;l — ; 'll
il Sl Emtanny ot San Uarmo "“l-..‘ '?( I [y
) ,.n"l g gk L i — - j i
/ Evarady of Ackitie = ; Gt kit P
oo g +Enmbasty of Dros i 2 ~ '—°'—':—"a gl |I
/ N b
MHR (Note 1) MB Group (Note 2) /SLEE T - f &‘-\h |' =it o & £
In Operation NG I (TR ey s, Mot il | § =T\ | e
Planning / Under Construction ] o glgaiind - becin il Eemtsny ol -' e 2 .'I : “'?i - w

(Source) Prepared by the Asset Manager based on Mori Building’s “Mori Building Handy Map Mori Building Map/Home Route Support Map 2018.”

(Note 1) Some of the properties have been partially acquired and held by MHR.
(Note 2) Properties are developed, owned, managed and planned for development by Mori Building Group, and there are no properties currently anticipated to be acquired by MHR.
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I 2-19 Internal growth =55

HILLS REIT

SVERESR I alnlzldl | Central Tokyo office rents forecast to continue moderate rise, but Lt Zlﬁlaiﬁgnﬁgtt‘r’e‘;i‘;fﬁ‘t?gn“én’fjuf,‘lg‘;jz
recognition close attention to be paid to demand trends policy/strategy” for details.

Internal arowth polic Maintain stability of cash flow through fixed rent master leases, while
9 poficy achieving revenue growth with pass-through type leases

I Trend in occupancy rates

9 .89 100% 99.9% 100%
iéo(; ) 99.8% 00% (] 00% 99.3% 99.5%
‘.——
98.3% 97.8% 98.5% 98.6%
670 97.4% 97.3% 97.9%
95 r
e=g=m office (total)
==p==residential (total)
—o—office (pass-through)
90 r
85 1 1 1 1 1 1 1 1 1 )
15th 16th 17th 18th 19th 20th 21st 22nd 23rd 24th

January 2014  July 2014  January 2015  July 2015  January 2016  July 2016  January 2017  July 2017  January 2018  July 2018

I Result of office tenants’ rent revision

ffg) _ Rent revision rate (miionven)  Increase and decrease of monthly rent
+7.3% . —e—office —o=residential w3 L +2.9 mn yen residential B office
+7.1% +6.7%
+ 2.2 mnyen
+2 r
+5
+1.3 mnyen +11mnyen * 1.1 mn yen
+3.5% +1 F
+2.1% +2.5% +0.2 mn yen l . l
0 ¥ Average of all contracts revised / renewed . . 0 N . . . . .
19th 20th 21st 22nd 23rd 24th 19th 20th 21st 22nd 23rd 24th
January July January July January July January July January July January July
2016 2016 2017 2017 2018 2018 2016 2016 2017 2017 2018 2018
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HILLS REIT

| Comparison with office market rent (pass-through)

(million yen)

(million yen)

200 r
<Total monthly rent>
100
Same as market rent or above
0]
Below market rent
100 ¢
200 -

Rent gap:A3.7%

(Note 1) Market rent is based on the report by CBRE K.K.
(Note 2) Rent gap = Total tenants’ rent = “Total market rent” - 1

100

50 r

50

100 *

57
39
25 28
13
2
- 10 - - 7
23 27 27
84
25th 26th 27th 28th 29th 30th
Jan. Jul. Jan. Jul. Jan. Jul.
2019 2019 2020 2020 2021 2021 or after

(Note 3) Figures reflect the acquisition as of September 3, 2018 and move outs of end tenants confirmed as of July 31, 2018.

| Ratio of fixed rent master lease (After new acquisitions)

Proceed with rent
increase revisions of
pass-through property

( @ Defensive positioning with fixed type ML in
preparation for large office supply increase

&

( @ Constant and steady internal growth of pass- )

through type properties
v

Well balanced internal growth scheme

.
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HILLS REIT

Il
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ISRV lnClall | Interest rate is expected to remain low considering monetary policies | (Note) z'nevﬁfgnﬁfgttge‘;igiﬁiggn“a-n‘zumiﬁz
recognition and assuming rise over the medium to long term policy/strategy” for details.

HhERCEINEREEInEd | Move to lower interest rates targeting mid 40% range LTV (book value
policy basis) and 4 years or longer average remaining duration of debt

| Reduction in LTV | Overview of debt financing
(%)
60.0
57.4% «@= | TV (book value basis) == LTV (appraisal value basis) End Of_ 23rd End Of_ 24th
period period
55.0 | 53.7% Jan. 31, 2018 Jul. 31, 2018
Debt Balance 161,222 mn yen | 168,122 mn yen
50.0 LTV (book value basis)N°* ) 45.4% 46.4%
49.3% 48.8% 3 46.4% 46.3% LTV (appraisal value basis)("°t 2 42.3% 41.9%
450 | 47.9% 44.1% 44.5% BT R Avg. remaining duration 3.7 years 4.0 years
(Note 1) LTV (book value basis) is calculated as [Interest bearing debt
43.2% 42.3% o e /Total assets].
40.0 L L L 22 L L L L Te27 42.1% 41.9%41.8% (Note 2) LTV (appraisal value basis) is calculated as [Interest-bearing
9th 10th 1ith 16th 17th 18th 19th 20th 21st 22nd 23rd 24th  Afer gebﬁgfiﬁf;?ﬁé{a#‘g‘ia?absfgktﬁb:)Slsets (Total assets + Total
period period period --- period period period period period period period period period acquisition PP )
Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul.
2011 2011 2012 2014 2015 2015 2016 2016 2017 2017 2018 2018
Reduction in average interest rate | Overview of fixed rate ratio
including borrowing expenses i
( g g P ) <End of 24th period> <As of September 3, 2018>
(%) 2.0% 2:1% 2.1%
20
1.5
1.0 ¢ 0.8%0.76%0 76%0.74%
) : °0.71%
0.5 . . D) W . , . . . ) ) ) (Note) Total interest-bearing debt cost is calculated as [(interest expenses +
' « interest expenses on investment corporation bonds + borrowing expenses
9th 10th 1ith 16th 17th 18th 19th 20th 21st 22nd 23rd 24th + amortization of investment corporation bond issuance costs) x 365
period period period --: period period period period period period period period period +operating days during each period <average interest-bearing debt
Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. balance during each period]
2011 2011 2012 2014 2015 2015 2016 2016 2017 2017 2018 2018 )
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| Extension in remaining duration of debt

(years)

5.0
4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0

| Rating

1.5

9th

1.2

10th

1.4

11th

16th

17th

18th

Japan Credit Rating (JCR)

Long-term issuer rating:
AA (Stable)

19th 20th 21st 22nd 23rd 24th

period period period period period period period period period period period period
Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul.
2011 2011 2012 2014 2015 2015 2016 2016 2017 2017 2018 2018
| Overview of maturity (as of July 31, 2018)
(billion yen)
20
Long-term loans mmmm Investment corporation bonds
15
10 12
159 7
12.5
s | 105 6 65 - 8.3
: 92 88 44 35 3.8
- 5.2 1.6 ' 4.1 4.7
2 2.7
0 il 1 1 1 1 1 1 1 1 Il 1 1 1 1'6 1 1
25th  26th 27th 28th 29th 30th 31st 32nd 33rd 34th 35th 36th 37th 38th 39th 40th 41st 42nd 43rd 44th 45th 46th 47th 48th
period period period period period period period period period period period period period period period period period period period period period period period period
Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul.
2019 2019 2020 2020 2021 2021 2022 2022 2023 2023 2024 2024 2025 2025 2026 2026 2027 2027 2028 2028 2029 2029 2030 2030
Average
interest 1.1% 0.6% 0.7% 0.7% 0.7% 0.8% 0.9% 0.7%

rate
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Roppongi
Hills

1

Since its opening in 2003 as Japan’s largest ever urban
redevelopment at about 11.6 hectares, more than 40 million people
have visited Roppongi Hills each year from all over the world. As
this community has matured, Roppongi Hills has only multiplied its
global magnetic attraction. Japan real estate development had been
limited by an economic perspective until Mori Building
revolutionized the concept by creating a community where
humanity, culture, interaction and vision toward the next era is

born.

O
T

e et o O TR

Roppongi Hills Mori Tower

Roppongi Hills Mori Tower is the main tower of Roppongi Hills and is 54 floors above

ground and 238 meters high and has established itself as a landmark of Tokyo. Offices
located from the 8th floor to the 48th floor boast floor plates of about 1,360 tsubo
(about 4,500m2), among the largest floor areas of skyscrapers in Japan. It is a state-of-
the-art office building with an ultra high-speed network, outstanding earthquake

resistance performance and thorough security.
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T Roppongi Hills Residence

In Roppongi Hills where international cultural is fostered

and people come to interact, Mori Building designed
these residences with the comfort of the people as a top
priority, to provide the template for a “new life

overflowing with affluence and warmth”.

Retail facilities are comprised of more than 200 “only
one” shops and restaurants divided into four areas with
different concepts. There are many shops on the lower
floors of the buildings and on the street so visitors can
enjoy shopping, eating and drinking while walking
around the open spaces that are full of greenery.

¥, Grand Hyatt Tokyo

Grand Hyatt Tokyo offers a dynamic city space featuring

10 highly distinctive restaurants and bars, 387
guestrooms designed for the highest level of relaxation,

13 banquet facilities and much more. The wide range of

TOHO Cinemas Roppongi Hills facilities inside the hotel and in Roppongi Hills enable

guests to enjoy leisurely time at the hotel to the fullest

One of the top cinema complexes in Japan, TOHO offers nine
extent.

movie screens, a variety of daily show times and facilities
with unprecedented comfort and functions. These theaters

ushered in a whole new culture of movie going in Roppongi.

Stable Supply of Power from the Independent Power Station

Roppongi Hills uses its own energy plant (a specially designated power
Museum Mor‘i Ar‘t M useum supply business facility) to supply electrical power to the area. Because this

lan i medium he fuel, itis n ff
“The world’s nearest art museum to the sky”, the museum plant uses city gas (medium pressure gas) as the fuel, it is not affected by

ictions on th f el ici ndi | i n mel
collaborates with a network of highly respected international power restrictions on the use of electricity and is able to provide an extremely

table ly of electricity. The use of a powe ly with triple redundant
art museums to create a space to appreciate the world’s top sta supply ctrictty us a power supply with triple redunda

fi Il h ildin n | m with high
modern art. It is open until 10 pm during exhibitions to safety allows the building to construct a power supply system with hig
- . reliability.
welcome visitors after work or dinner.

28



2-24 MHR'’s representative property (2) Toranomon Hills

HILLS REIT
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Toranomon Hills Mori Tower

Toranomon
Hills

Toranomon Hills is located in the “Special Zone for Asian
Headquarters” where Tokyo Metropolitan Government seeks to
attract foreign companies. This building is Tokyo’s new landmark
and consists of Japan’s first Andaz hotel "Andaz Tokyo”, high-
specification offices, a high class residential area with outstanding
views where hotel services are available, international-standard
conference facilities and commercial facilities to supports various

urban functions, along with an open space of about 6,000m2.

Toranomon Hills Mori Tower

Offices occupy the 6th to the 35th floors of “Toranomon Hills Mori Tower”, a super high
rise tower with 52 floors rising 247 meters above ground with a gross floor area of
30,000 tsubo. Standard rent floors’ average size are about 1,000 tsubo (about 3,300m?2)
with a ceiling height of 2.8 meters and they provide flexible and comfortable workspaces
without pillars. Six transit stations and 11 lines are nearby and provide access to Haneda

Airport which makes this building an optimal global business base.
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W MB related P) ’ lF.I_I_h'iya Park Front

| 321 cteer P under devetopment | Sinza

Akasaka Intercity AIR

Toranomon 2-Chome -
District
U ToranomonHills Statio p Toranomon Hills Business Tower
Wantatied nariid A - (Tentative name)
e § y
Hotel Okura Tokyo

Main Building
Reconstruction Plan

Toranomon Hills
_ Mori Tower

M3 g

- Mew Toranomaon Station’
© on the Hibiya Line
[Tentative name)

SHINTORA-DORI CORE

Toranomon Towers .~ JMA Toranoman
Government Building

Toranomon Hills
Residential tower (Tentative name)

Shiroyama B
Ga{.?g': TOKYO WORLD GATE

Toranomon Hills Residence

Pleasing views of central Tokyo such as Tokyo Tower,

Rainbow Bridge, Tokyo Sky Tree and the open green
space of the Imperial Palace can be viewed from
residences located on the 37th to 46th floors. Hotel

services in cooperation with Andaz Tokyo are available.

Shops and Restaurants

With the concept of "Communication Hub", restaurants

are designed to provide international cuisine that satisfy
customers from Japan and overseas. Various people such
as office workers, conference attendees and hotel guests

gather in this space uniquely designed to facilitate

communication.

Andaz Tokyo

Hyatt’s boutique lifestyle hotel "Andaz Tokyo" is

Japan's first Andaz. Andaz means "personal style" in
Hindi. The hotel values the individuality of the area and
incorporates the charm of the land into design and its’

service.

Evolving as an International Urban Center and a Global
Business Hub

Upon completion of Toranomon Hills Business Tower (Tentative name),
Toranomon Hills Residential Tower (Tentative name) and the currently planned
Toranomon Hills Station Tower (Tentative name), the total area of the
Toranomon Hills complex including Toranomon Hills Mori Tower will reach
about 7.5 hectares and about 800,000m2 of the total floor space. The area
will evolve into a true "international unban center and a global business hub"
with integrated functions such as international standard offices, residences,

hotels, retail facilities and transportation infrastructure.



I 2-25 Competitive strength of Central Tokyo
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| GDP of major metropolitan areas

(billion, PPP)

1,800

1,600

1,400

1,200

1,000

800

600

400

200

1,623

| Population of urban concentration areas

(in thousands)

2017 2030
REl concenlill:siat(r)]n area Population B concenti::iatgn area Population
1 | Tokyo (3apan) 37,397 1 Delhi (india) 38,939
2 | Delhi (India) 27,602 2 | Tokyo (Japan) 36,574
3 Shanghai (China) 24,862 3 |Shanghai (China) 32,869
4 | Mexico City (Mexico) 21,500 4 Dhaka (Bangladesh) 28,076
5 [S&o Paulo (Brazil) 21,392 5 |Cairo (Egypt) 25,517
6 Mumbai (India) 19,756 6 Mumbai (India) 24,572
7 Cairo (Egypt) 19,648 7 |Beijing (China) 24,282
8 Osaka (Japan) 19,289 8 Mexico City (Mexico) 24,111
9 Beijing (China) 19,211 9 Sao Paulo (Brazil) 23,824
10 Dhaka (Bangladesh) 18,894 10 [Kinshasa (Congo) 21,914

(Note)

Tokyo

(Source) Prepared by the Asset Manager based on "REDEFINING GLOBAL CITIES”
published by the Brookings Institution.
For each metropolitan area, the nominal GDP of 2015 is stated.

(Source) Prepared by the Asset Manager based on “World Urbanization Prospects

2018" by the Department of Economic and Social Affairs of the United Nations.

® In a comparison of GDP among the world’s metropolitan areas, Tokyo outperformed New York, London and Paris to rank

as the world’s largest
@® Tokyo is expected to maintain one of the world's leading largest metropolitan area in terms of the world’s urban population
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I 2-26 Competitive strength of Central Tokyo

HILLS REIT

| Trend of net migration

(people)
90,000 |

76,786 77,267

75,000

@® Tokyo’'s 23 wards have experienced
net population growth for 21
consecutive years since 1997,
indicating a high level of consistent
net population growth even in
comparison with the other major

60,000 r Tokyo's

23 wards
45,000 |

30,000 33,098 35,435 cities in Japan.
15,000 Osaka
H—-‘W Nagoya
0 I I I I I I I I I I I w
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 (Source) Prepared by the Asset Manager based on "Report

on Internal Migration in Japan” by the Statistics
Bureau, the Ministry of Internal Affairs and
Communications.

| Trend of urban land price index (average of all uses)

140
130.8 @® Land price level of central Tokyo has
130 r consistently surpassed the level of
119.7 Tokyo's March 2005, showing a clear
120 | 23 wards difference from those of other
metropolitan areas in Japan that
110 have been on a declining trend.
100 99.7 @® However, since investment should
100 | Tokyoarea be made carefully after asset values
Nagoya area have surged, we intend to exercise
90 F Osaka area prudence concerning investment
93.0 prices.
80 —_—
05 06 07 08 09 10 11 12 13 14 15 16 17 18 (Source) Prepareq by the A"sset Manager based on “Urban
Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. If,?:t?tjgc_e Index” by the Japan Real Estate
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3. Operation highlights




I 3-1 Change

in assets under management
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(billion yen)

400

350

300

250

200

150

100

50

N Existing properties

New property

201

1st

period

Jan.
2007

2nd
period
Jul.
2007

3rd

period

Jan.
2008

4th

period

Jul.
2008

5th
period nmEm
Jan.

2009

281
252
230
14th 15th 16th 17th
period period period period
Jul. Jan. Jul. Jan.

2013 2014 2014 2015

18th
period
Jul.
2015

293

19th
period

Jan.

2016

390
billion yen
30
360
352
339 338
20th 21st 22nd 23rd 24th After
period period period period period acquisition
Jul. Jan. Jul. Jan. Jul.

2016 2017 2017 2018 2018
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|3—2 Change in unrealized capital gain/loss
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HILLS REIT

(billion yen)

50

40

30

20

10

Al10

220

A30

240

mmm Unrealized capital gain/loss

—8—Unrealized capital gain/loss ratio

Unrealized capital gain/loss = Period end appraisal value - Period end book value
Unrealized capital gain/loss ratio = Unrealized capital gain/loss / Period end book value

b))
1st 2nd 3rd 4th 5th 6th 7th 8th 9th 10th « 16th 17th 18th 19th 20th 21st 22nd 23rd 24th After
period period period period period period period period period period e amw period period period period period period period period period acquisition
Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul.
2007 2007 2008 2008 2009 2009 2010 2010 2011 2011 2014 2015 2015 2016 2016 2017 2017 2018 2018

(%)

50

4

o

10

Al10

A30

240
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3-3 Appraisal value

HILLS REIT

Reflects the impact of additional acquisitions (million yen)

As of end of 23rd period

As of end of 24th period

Jan. 31, 2018 Jul. 31, 2018 Unrealized
Principal Property Property | Acquisition Difference | Difference capital gain
use name No. price (A)_ | Yield (Direct (B)_ | Yield (Direct Discount Terminal (B)—(A) (B)/(A)—1 (B)-book
AE/Zrlilesa capitalization Arz,paﬁsa capitalization rate yield value
(Note 1) method) (Note 1) method) (DCF) (DCF)
Roppongi Hills 0-0 115,380 112,621 134,800 3.3%| 138,500 3.2% 2.9% 3.4% 3,700 2.7% 25,878
Mori Tower
ARK Mori Building 0-1 62,480 61,573 57,900 3.6% 59,400 3.5% 3.2% 3.7% 1,500 2.6% A 2,173
Koraku Mori Building 0-4 27,200 24,891 23,400 3.8% 24,100 3.7% 3.3% 4.0% 700 3.0% A 791
Akasaka Tameike Tower 0-6 43,930 41,878 30,100 3.6% 31,100 3.5% 3.2% 3.7% 1,000 3.3% A 10,778
Office |Atago Green Hills 0-7 42,090 40,548 42,700 3.8% 43,800 3.7% 3.2% 3.9% 1,100 2.6% 3,251
ARK Hills South Tower 0-8 19,150 18,875 24,400 3.2% 24,500 3.2% 3.0% 3.4% 100 0.4% 5,624
Toranomon Hills 0-9 10,140/ 10,136 5,607 3.0% 11,606 2.9% 2.6% 3.1% 5,999 - 1,469
Mori Tower
Holland Hills Mori Tower 0-10 11,760 11,778 10,659 3.6% 13,896 3.5% 3.1% 3.7% 3,237 - 2,117
Sub total 332,130 322,304 329,566 = 346,902 = = = 17,336 5.3% 24,597
Roppongi First Plaza R-3 2,100 2,254 2,060 4.3% 2,170 4.2% 4.0% 4.4% 110 5.3% A 84
Residen - o o o o o A
tial Roppongi View Tower R-4 4,000 4,024 2,720 4.4% 2,780 4.3% 4.1% 4.5% 60 2.2% 1,244
Sub total 6,100 6,278 4,780 = 4,950 = = = 170 3.6% A 1,328
Retail | oy arajuku (tand) | gy 21,820( 22,074 36,100 4.1% 37,600 - 4.0% - 1,500 4.2% 15,525
and
others Sub total 21,820 22,074 36,100 = 37,600 = = = 1,500 4.2% 15,525
Total 360,050 350,656 370,446 = 389,452 = = = 19,006 5.1% 38,795

(Note 1) “Appraisal values” at the end of each fiscal period are based on the Ordinance Concerning Calculation of Investment Corporations, asset valuation methods and standards defined in the
Articles of Incorporation of the Company and rules defined by the Investment Trust Association. Figures in the property appraisal reports created by Japan Real Estate Institute are
indicated for properties other than ARK Hills South Tower and figures in the property appraisal report created by Daiwa Real Estate Appraisal Co., Ltd. are indicated for ARK Hills South

Tower, respectively.

(Note 2) For Laforet Harajuku (Land), value in the “Yield (Direct capitalization method)” column for the 23rd period shows the discount rate used in the DCF analysis.




3-4 Changes in the rent and occupancy rates
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(yen/tsubo)

14

35,000

o0 ‘Sﬁg;‘*/:/"—‘--&--..
V

30,000
25,000
20,000
15,000
10,000
5,000
17th period 18th period 19th period 20th period 21st period 22nd period 23rd period 24th period 25th period 26th period
Jan. 2015 Jul. 2015 Jan. 2016 Jul. 2016 Jan. 2017 Jul. 2017 Jan. 2018 Jul. 2018 Jan. 2019 Jul. 2019
(actual) (actual) (actual) (actual) (actual) (actual) (actual) (actual) (forecast) (forecast)
== Office rent (yen/tsubo) 28,482 28,536 29,253 30,306 31,281 31,069 30,642 30,629 30,856 30,951
Residential rent (yen/tsubo) 13,782 13,765 13,894 14,750 15,272 15,278 14,858 15,095 15,130 15,017
=== (ffice occupancy (%) 99.9% 100% 98.4% 98.8% 98.2% 95.7% 98.4% 99.5% 99.5% 99.1%
Residential occupancy (%) 98.5% 98.6% 99.3% 97.4% 97.3% 96.7% 96.3% 97.9% 96.4% 96.2%
==g==Retail occupancy (%) 100% 100% 100% 100% 99.2% 99.7% 100% 100% 99.2% 98.8%

(Note) The above rents and occupancy rates indicate the average rent and the average occupancy rate during relevant fiscal periods.

(%)
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o
o

9

(6]

75

70

65

60
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I 3-5 Overview of fixed rent master lease properties

HILLS REIT

| Overview of fixed rent master lease properties by the sponsor

Total 9% of

. Leased floor Payer of the Expiration of
Property name m(;enr:?Iy portfolio Efr earI;d(;\:én area M(E;t:lye;e)nt management N'?e);tiszs:t the lease
total rent property G Y association fee agreement
(mn yen) (Note)
23rd & 24th 8,993.45 114.6 Jul. 2021
19th & 22nd 8,609.47 95.0 Sep. 2023
. . 20th 3,879.19 42.8 Jul. 2019
Roppongi Hills Mori Tower 490.5 31.5% MHR _
(10 floors)
28th 4,460.13 49.2 Sep. 2020
25th 4,156.66 45.8 Jan. 2021
26th, 27th & 29th 12,942.64 142.9 Mar. 2021
13th/12th & 22nd 7,952.55 77.9 Jan. 2021
ARK Mori Building 23rd & 25th 5,742.95 55.5 MHR Jan. 2021
225.2 14.5% —
(8 floors + DHC)
4th, 15th & 24th 7,680.52 73.8 Jan. 2021
DHC 3,212.41 17.9 Master lessee Mar. 2023
Atago Green Hills o Office, residential _
(approx. 32.9% of entire property) 168.7 10.8% & retail 29,667.58 168.7 Master lessee Apr. 2022
Toranomon Hills Mori Tower o Part of 28th to
. . . . MHR — .
(approx. 6.9% of entire property) 129.2 8.3% 35th floors 12,209.08 129.2 Jul. 2022
Total 1,013.8 65.1%

(Note) Figures reflect the acquisition as of September 3, 2018.
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Tenant status by month and tenants == =
with large leased space

|3-6

| Office: Rent and occupancy rate | Residential: Rent and occupancy rate
(yen/tsubo) (%) (ven/tsubo) (%)
40000 —g—————— ® o 100 25,000 100
35000 f i I ——86——o —0
30,000 20,000 |
190 1 90
23,000 15,000 |
20,000
10,000 |
15,000 1 80 | &0
10,000
5,000 |
5,000
0 70 0 70
Feb. Feb.
2018 Mar. Apr. May Jun. Jul. 2§t1)8 Mar. Apr. May Jun. Jul.
mmmm Rent (Leasable floors) | 30,631 30,652 30,645 30,615 30,614 30,617 Rent (Leasable floors) | 15,036 14974 15,128 15,132 15,137 15,163
—e— Occupancy rate 99.1% | 99.5% | 99.1% | 99.8% | 99.9% | 99.9% —e—Occupancy rate 98.0% | 98.5% | 97.7% | 97.9% | 97.3% | 98.0%
| Top 5 tenants Tenant Contribution by Industry

Type-Office

Leased space
(Note 1)

End tenants Property name

Roppongi Hills Mori Tower
ARK Mori Building

Koraku Mori Building

Atago Green Hills

ARK Hills South Tower
Toranomon Hills Mori Tower
Roppongi First Plaza
Roppongi View Tower

Mori Building Co., Ltd. 101,818.41 nf 62.7%

Showa Leasing Co., Ltd. Koraku Mori Building 2,683.90 nf 1.7%
Mori Building Ryutsu . o
System Co.. Ltd. Laforet Harajuku (Land) 2,565.06 nf 1.6% _ _

e Tormg Financial
Mylan Seiyaku Ltd. Holland Hills Mori Tower 2,490.14 mf 1.5% etc " institution /

G insurance
Mitsubishi UF] Research and : ) o 12.8% o
Consulting Co.,Ltd. Holland Hills Mori Tower 2,300.84 ni 1.4% 13.4%
Total of top 5 tenants 111,858.35 m 68.9% ) .
(Note 1) As for fixed rent master lease, ratios are based on monthly rents of tenants who are
(Note 1) Leased space is the lease area stated in the lease contract with the end tenant. actually using the floor areas as of July 31, 2018. _
It is multiplied by the relevant percentage of ownership for each properties. It is multiplied by the relevant percentage of ownership for each property.

(Note 2) This indicates the figures as of July 31, 2018. (Note 2) Business types are classified by the Asset Manager.
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I 3-7 Financial overview (As of July 31, 2018)
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HILLS REIT

Long and short-term debt ratio/
Fixed rate ratio

<Long and short-term debt ratio> <Fixed rate ratio>

Floating
29.4%

Long-term

100%

| Major financial indicator

| Outstanding balances

Debt balance

End of 23rd period

Jan. 31, 2018

161,222 mn yen

End of 24th period
Jul. 31, 2018

168,122 mn yen

Long-term loan

133,222 mn yen

143,122 mn yen

Investment corporation bonds 28,000 mn yen 25,000 mn yen

LTV (Book value basis) (No* ¥ 45.4% 46.4%
LTV (Appraisal value basis) (No% 2 42.3% 41.9%
DSCR (Nore ) 14.5x 15.6x
Avg. remaining duration 3.7 years 4.0 years
Weighted avg. interest rate 0.52% 0.48%

(Note 1) LTV (Book value basis) is calculated as [Interest bearing debt/Total assets].

(Note 2) LTV (Appraisal value basis) is calculated as [Interest-bearing debt/Appraisal value
based total assets (Total assets +Total appraisal value—Total book value)].

(Note 3) DSCR is calculated as [Net income before interest expenses +Depreciation/
Interest expenses].

Lenders Balance ‘ Ratio

MUFG Bank, Ltd. 40,096 mn yen 28.0%
Mizuho Bank, Ltd. 24,498 mn yen 17.1%
Sumitomo Mitsui Banking Corporation 20,825 mn yen 14.6%
Sumitomo Mitsui Trust Bank, Limited 18,523 mn yen 12.9%
The Bank of Fukuoka 6,500 mn yen 4.5%
The Norinchukin Bank 6,200 mn yen 4.3%
Development Bank of Japan Inc. 5,950 mn yen 4.2%
Resona Bank, Limited. 5,630 mn yen 3.9%
Shinsei Bank, Limited 3,900 mn yen 2.7%
Aozora Bank, Ltd. 3,500 mn yen 2.4%
Mizuho Trust & Banking Co., Ltd. 3,000 mn yen 2.1%
The Nishi-Nippon City Bank, Ltd. 1,500 mn yen 1.0%
The Hiroshima Bank, Ltd. 1,000 mn yen 0.7%
Oita Bank Co. Ltd. 1,000 mn yen 0.7%
Shinkin Central Bank 1,000 mn yen 0.7%

Total borrowings 143,122 mn yen 100%

Investment corporation bonds 25,000 mn yen
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I 3-8 Debt status (As of July 31, 2018)

HILLS REI

T

| Debt

Lender Balance | Rate of | Borrowing Maturity
(mn yen) | interest date date
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd.
Mizuho Bank, Ltd., Sumitomo Mitsui Trust Bank, Limited
The Bank of Fukuoka,The Norinchukin Bank 0.78%
Development Bank of Japan Inc., Resona Bank, Limited., 10,500 (Note) 2013/9/30 | 2018/9/30
Shinsei Bank, Limited, Aozora Bank, Ltd.,
Mizuho Trust & Banking Co., Ltd.
Sumitomo Mitsui Banking Corporation
MUFG Bank, Ltd., Mizuho Bank, Ltd. 1,000/ 0.35% | 2013/11/29 | 2019/5/31
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd.
Mizuho Bank, Ltd., Sumitomo Mitsui Trust Bank, Limited 0.44%
The Bank of Fukuoka, The Norinchukin Bank, 11,400 (Note) 2013/11/23 | 2019/11/30
Development Bank of Japan Inc., Shinsei Bank, Limited
Mizuho Bank, Ltd., MUFG Bank, Ltd.
Sumitomo Mitsui Banking Corporation 11,000 0.30% | 2014/5/30 | 2019/5/31
The Bank of Fukuoka, The Norinchukin Bank
Mizuho Bank, Ltd., MUFG Bank, Ltd. 0.40%
Sumitomo Mitsui Banking Corporation 2,022 (Note) 2014/5/30 | 2020/5/31
Mizuho Bank, Ltd., MUFG Bank, Ltd.
Sumitomo Mitsui Banking Corporation 0.38%
Sumitomo Mitsui Trust Bank,Limited 5,000 (Note) 2014/8/1 2020/5/31
Resona Bank, Limited.
Aozora Bank, Ltd. 2,000/ 0.30% | 2014/8/29 | 2019/8/31
Resona Bank, Limited. 2,500 0.30% | 2014/8/29 | 2019/8/31
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd. 0.62%
Mizuho Bank, Ltd., Sumitomo Mitsui Trust Bank, Limited 6,000 (norey | 2014/11/28 | 2020/11/30
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd. 0.75%
Mizuho Bank, Ltd., Sumitomo Mitsui Trust Bank, Limited 6,500 (\orey | 2014/11/28 | 2021/11/30
Development Bank of Japan Inc. 1,700/ 0.80% | 2015/3/27 | 2023/3/27
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd. 0.57%
Mizuho Bank, Ltd., Sumitomo Mitsui Trust Bank, Limited 6,500 (Note) 2015/5/29 2021/5/31
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd. 0.70%
Mizuho Bank, Ltd., Sumitomo Mitsui Trust Bank, Limited 6,500 (Note) 2015/5/29 2022/5/31
Mizuho Bank, Ltd., MUFG Bank, Ltd. 0.49%
Sumitomo Mitsui Banking Corporation 6,000 oy | 2015/8/31 | 2021/8/31
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd. 0.65%
Mizuho Bank, Ltd., Sumitomo Mitsui Trust Bank, Limited 2,500 (Note) 2015/9/16 2023/8/31
0
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd. 3,200 %\li?e/)o 2015/11/30 | 2022/11/30
MUFG Bank, Ltd., Mizuho Bank, Ltd., 0.62%
Sumitomo Mitsui Trust Bank, Limited 6,300 ('Note) 2015/11/30 | 2023/11/30
Shinsei Bank, Limited
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd.
The Norinchukin Bank, Resona Bank, Limited. 0.33%
Shinsei Bank, Limited, Mizuho Trust & Banking Co., Ltd. 7:500| oy | 2016/3/31 | 2023/3/31
The Hiroshima Bank, Ltd.
Sumitomo Mitsui Banking Corporation, MUFG Bank, Ltd.
Mizuho Bank, Ltd., Sumitomo Mitsui Trust Bank, Limited 0.41%
The Bank of Fukuoka, Development Bank of Japan, Inc. 7,100 (Note) 2016/3/31 2024/3/31

Aozora Bank, Ltd.

Lender Balance | Rate of | Borrowing Maturity
(mn yen) | interest date date
Sumitore Mitsu Trust Bank, Limted 7,200 0.30% | 2016/3/31 | 2025/3/31
Shinkin Central Bank 1,000/ 0.18% | 2016/3/31 | 2022/9/30
The Norinchukin Bank 500( 0.20% 2017/8/1 2024/7/31
Sumitomo Mitsui Banking Corporation 1,100/ 0.25% 2017/8/1 2025/7/31
Sumitomo Mitsui Trust Bank, Limited 1,000/ 0.25% 2017/8/1 2026/7/31
The Bank of Fukuoka 500( 0.25% 2017/8/1 2026/7/31
Resona Bank, Limited. 500( 0.30% 2017/8/1 2027/7/31
Sumitomo Mitsui Trust Bank, Limited 2,000| 0.30% 2017/8/1 2028/7/31
Mizuho Bank, Ltd. 1,100/ 0.35% 2017/8/1 2029/7/31
Mizuho Trust & Banking Co., Ltd. 500/ 0.35% 2017/8/1 2029/7/31
Oita Bank Co. Ltd. 1,000/ 0.23% | 2017/11/30 | 2022/11/30
The Norinchukin Bank 600| 0.30% | 2017/11/30 | 2024/11/30
The Nishi-Nippon City Bank, Ltd. 1,000/ 0.30% | 2017/11/30 | 2024/11/30
The Bank of Fukuoka 500 0.25% | 2018/2/28 | 2025/8/31
Resona Bank, Limited. 500 0.25% | 2018/2/28 | 2025/8/31
Mizuho Trust & Banking Co., Ltd. 1,500 0.25% 2018/2/28 2025/8/31
Shinsei Bank, Limited 500 0.32% | 2018/2/28 | 2025/8/31
The Nishi-Nippon City Bank, Ltd. 500/ 0.32% | 2018/2/28 | 2025/8/31
Sumitomo Mitsui Banking Corporation 2,650| 0.30% 2018/2/28 | 2026/2/28
Sumitomo Mitsui Trust Bank, Limited 2,600 0.29% | 2018/2/28 | 2027/2/28
Development Bank of Japan Inc. 750/ 0.35% | 2018/2/28 | 2027/2/28
MUFG Bank, Ltd. 4,700/ 0.27% | 2018/2/28 | 2027/8/31
Mizuho Bank, Ltd. 2,700 0.35% | 2018/2/28 | 2030/2/28
Mizuho Bank, Ltd. 3,000 0.19% | 2018/5/23 | 2022/5/23
Total 143,122

(Note) The interest rates above are the interest rates actually fixed following the conclusion of an
interest swap agreement.

| Investment corporation bonds

Amount Rate of Payment Maturity

(mn yen) | Interest date date
9th Series Unsecured Corporation Bond (7 years) 2,000 1.26% | 2013/5/24 | 2020/5/22
10th Series Unsecured Corporation Bond (5 years) 3,000| 0.41% 2014/2/24 2019/2/22
11th Series Unsecured Corporation Bond (7 years) 2,000( 0.69% 2014/2/24 2021/2/24
12th Series Unsecured Corporation Bond (10 years) 2,000 0.87% | 2014/11/27 | 2024/11/27
13th Series Unsecured Corporation Bond (5 years) 3,000/ 0.32% 2015/5/26 2020/5/26
14th Series Unsecured Corporation Bond (10 years) 2,000( 0.82% 2015/5/26 2025/5/26
15th Series Unsecured Corporation Bond (5 years) 3,500/ 0.38% | 2015/11/26 | 2020/11/26
16th Series Unsecured Corporation Bond (10 years) 1,500| 0.89% | 2015/11/26 | 2025/11/26
17th Series Unsecured Corporation Bond (10 years) 2,000 0.34% | 2016/8/30 | 2026/8/28
18th Series Unsecured Corporation Bond (10 years) 2,000( 0.49% 2017/1/31 2027/1/29
19th Series Unsecured Corporation Bond (10 years) 2,000( 0.50% 2017/6/30 2027/6/30

Total 25,000
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3-9 Unithold breakd -
- nitholders breakdown (As of July 31, 2018)
HILLS REIT
| Unitholders breakdown | Top 10 unitholders
<Number of unitholders> <Number of investment units> N O AT _
Rank Name held Ratio
Other domestic Japan Trustee Services Bank, Ltd
. . . r . o)
_Financial — corporations B Foreign M Individuals ! (Trust account) 355,390 20.3%
institutions 1.5% ™ Foreign corporations 6.7%
(IncI. SeCL.lrltleS corporat]ons and individuals
he] companies indivi R
S o ) and ';‘f’;g/:)dua's 17.6% 2 |Mori Building Co., Ltd. 262,772 15.0%
8. Other
- domes_tlc 3 The Master Trust Bank of Japan, Ltd. 227,407 13.0%
# corporations (Trust account)
o 17.4%
Y
o Trust & Custody Services Bank, Ltd. o
ho . . 4 (Securities investment trust account) 70,555 4.0%
c Financial
L institutions
M Individuals (Incl. securities The Nomura Trust & Banking Co., Ltd.
95.6% companies) (Investmergt > (Investment trust account) 65,551 3.7%
58.4% trust 34.8%)
6 [Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. 30,696 1.8%
Other domestic 0
Financial corporations = Foreign o Individuals 7 |THE BANK OF NEW YORK 133970 26,817 1.5%
institutiorj§ 1.5% ™ Foreign corporations 6.8%
(Incl. securities corporations and individuals
o companies) and individuals o STATE STREET BANK AND TRUST COMPANY
o et 18.3% 8 26,309 1.5%
= 1% 1.6% 505012
Q
o Other
.E domes_tlc 9 STATE STREET BANK WEST CLIENT - TREATY 19,201 1.1%
™ corporations 505234
o 17.3%
‘G
= 10 |JP MORGAN CHASE BANK 385771 16,901 1.0%
C Financial
L institutions
M Individuals (Incl. securities (Investment
95.8% i
’ cor;l7p. 36'3/'55) trust 36.7%)
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I 4-1 Business environment recognition

HILLS REIT

Real estate market / Lending attitude Interest rate trends / Macro environment

B Low vacancy rates and gradual increase of rents of office
buildings in central Tokyo is ongoing.
(Forecast of Office Market Trends Research Committee for Tokyo’s five
central wards)
= Vacancy rate (forecast): 3.2% in 2018 — 3.7% in 2019
= Rent index (forecast): 117 in 2018 — 118 in 2019

B Although cap rates remain at historically low levels,
the rate of decrease seems more moderate.
(Japan Real Estate Institute’s "The Japanese Real Estate Investor Survey”)
= Class A buildings in Marunouchi
Cap rate: 3.2% in October 2017 — 3.0% in April 2018

B Lending attitude toward the real estate industry continues to
be highly positive.

B Long-term interest rates remain low due to the monetary
easing policy and the core CPI rate of increase is at a low level.
= 10-year bond rates: 0.110% (August 31, 2018)
= Core CPI: +0.8% (July 2018)

® In the July 2018 preliminary business conditions composite
index, the leading index was at 103.5 (1.1 PT decrease from
previous month) and the coincident index was at 116.3 (0.6 PT
decrease from previous month). Trends over the past few years have
been positive, but the recent figures are down.

B The growth of money stock is limited.
The issue of wage increases can be seen from the consumer
confidence survey and the monthly labor survey. Future trends
will be scrutinized.

fl Rents of office buildings in central Tokyo are forecast to \
continue moderate rise for the time being, but as the
supply increases, the rate of rent increase may gradually

moderate.
® Cap rates remain at low levels and sufficient attention is
\ required for acquisition pricing. /

fl Global business confidence continues to be steady but \
there are instability factors that require attention

B Given the Bank of Japan's monetary policy, the interest

rate level is expected to remain low for a while, but it is

necessary to assume an interest rate rise in the medium

\ to long term /

Continues to "MHR’s policy/strategy” on the next page
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I 4-2 MHR's policy/strategy = = =

HILLS REIT

External growth [k Target premium properties in Central Tokyo and aim for annual external growth of 30 billion to 50 billion yen
policy by best utilizing sponsors’ pipeline. (Set target yield at the upper 3% range for NOI-based yield and 3.0% or higher
for after-depreciation-based yield.)

Focus on portfolio size expansion in order to further enhance stability and liquidity as an investment
corporation while also considering disposition depending on conditions.

, ST AT '/ =, T &
ot “._?’ﬁb .‘; o ! 3

Internal growth Steadily achieve the revision of pass-through type properties with rent increases while maintaining the ratio
policy _ of the fixed rent master leases at current level.

/
)

Properly implement office property repairs as necessary and conduct value-enhancement renovation for
residential properties if such is judged to be cost-effective (there are no office properties that require large-scale
renewal in terms of building age or competitiveness).

T I

p Ml .

Financial Target LTV (book value basis) in the mid 40% range (though it may temporarily exceed the target level as

necessary) in order to secure property acquisition capacity while maintaining a durable position for times of

management
policy economic slowdown.

i B Target average remaining duration of debt of 4 years or longer, and gradually increase the fixed rate ratio at
¥ the appropriate timing.

\l Seek to raise ROA by utilizing free cash for property acquisition rather than reserving it more than necessaryj

ik A}

| L = = 1 5 g N -‘:e- ...-‘;1__ 3 o L w i - 1 =
W R 5 | 4 3t oy AW AW - 2 L LS T ; F-5, SR

| = Promote portfolio size expansion while maintaining an asset quality level that is one of the
best in the industry and aim for continuous improvement of dividends and NAV per unit
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|4—3 Market-related information (1)
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HILLS REIT

| Change in rent and vacancy rate of office buildings (Tokyo’s five central wards)
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«@= Rent index
«@= \acancy rate

(Source)

Prepared by the Asset Manager based on the
“Spring 2018 Office Rent Forecast in Tokyo,
Osaka and Nagoya (2018-2020, 2025)” by the
Office Market Trends Research Committee
(Japan Real Estate Institute and Miki Shoji Co.,
Ltd.).

(Note)

The rent index targets large and medium
buildings (standard floor area of 100 tsubo or
more) in Tokyo’s five central wards. The rent
index is rebased to 100 as of 2010.

(Source)

Prepared by the Asset Manager based on the
“Spring 2018 Office Rent Forecast in Tokyo,
Osaka and Nagoya (2018-2020, 2025)” by
the Office Market Trends Research Committee
(Japan Real Estate Institute and Miki Shoji
Co., Ltd.).

46



|4-4 Market-related information (2)
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HILLS REIT

| Change in rents and vacancy rates of luxury housing (Minato ward)

(yen/tsubo)
24,000
22,000
Minato ward’s average
vacancy rate over past
20,000 10 years: 8.5%
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| Change in number of foreign residents in Minato ward
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22,000 | 2012 impacting head count
20,000
18,000
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(%)
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Avg. rents of Minato ward
-—=@-=—Avg. vacancy rates of Minato ward

(Source)

Prepared by the Asset Manager based on Ken Real
Estate Investment Advisors’ “Ken Residential
Market Report” included in real estate appraisal
reports by Japan Real Estate Institute regarding
properties held by MHR.

(Note)

Data is based on rental housing with monthly rent
of 300,000 yen or more or exclusive floor area of
30 tsubo or more.

“Avg. rents of Minato ward” is the contracted rent
including the management fee.

In the case of years, “Avg. vacancy rates of
Minato ward” is the average of the relevant year’s
January to March, April to June, July to September
and October to December figures, and “Avg. rents
of Minato ward” is the annual average.

mmmmm No. of foreigners registered under the
Ministry of Justice

The population of the Basic Resident Register

(Source)

Prepared by the Asset Manager based on “Number
of registered foreign residents” prepared by
Statistics Division Bureau of General Affairs of Tokyo.

(Note 1)

“Number of foreign residents” was the number of
foreigners registered under the Ministry of Justice
until 2012. However, as the foreigner registration
system was abolished based on revision of the law,
the figure is the population of the Basic Resident
Register. Therefore, the data may not be consistent.

(Note 2)
Number of foreign residents as of January 1 of each
year is used for the year-based figures.
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|4-5 Market-related information (3)
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HILLS REIT

| Change in return on real estate investment

(%)
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2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

—e— Cap rate of class A office buildings
(Marunouchi and Otemachi)

—=e— Expected cap rate of class A office
buildings (Marunouchi and Otemachi)

— @ — Expected cap rate of high-end
multifamily residences (high-rise)

(Source)

Prepared by the Asset Manager based on

“The Japanese Real Estate Investor Survey” by the
Japan Real Estate Institute.

| Lending attitude DI (real estate industry)

(billion yen)
6,000 + 25
+ 20
5,000 + 15
+10 1
4,000 45 | /\/\
+0 /
3,000 A5 T
A10
2,000 A 15
A20
1,000 A25
A 30
0 A35 : : : :
Fy FY FY F F FY F F FY F FY F FY FY Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar. Mar.
04 05 06 07 08 09 10 11 12 13 14 15 16 17 05 06 07 08 09 10 11 12 13 14 15 16 17 18
(Source) Prepared by the Asset Manager based on the "Real Estate Transaction Survey” (Source) Prepared by the Asset Manager based on “National Short-Term Economic
(Estimated amount of domestic real estate transactions publicized by listed Survey on Enterprises in Japan” by the Bank of Japan. Difference between
companies) by the Urban Research Institute. the proportion of firms feeling the lending attitude to be accommodative

less firms feeling the lending attitude to be restrictive.
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|4—6 Market-related information (4)

HILLS REIT

| Change in 10-year bond interest rates

(%)
1.0

0.9 |
0.8
0.7 t
0.6
0.5 r
0.4 |
0.3 |
0.2
0.1
0.0
A0.1
A0.2 |

(Source)

AO0.3 | Prepared by the Asset Manager based on
AO.4 Thomson Reuters.

Jan. Jan. Jan. Jan. Jan. Jan.

2013 Jul. 2014 Jul. 2015 Jul. 2016 Jul. 2017 Jul. 2018 Jul.

| Change in core CPI (year-on-year comparison)

(%)
+ 2.0
Based on figures excluding the
15T direct effects of the consumption
tax rate increase
+1.0 } (Source)
Prepared by the Asset Manager based on
“Consumer Price Index” by Statistic Bureau,
+0.5 Ministry of Internal Affairs and
Communications and “Economic Statistics
— Monthly” by the Bank of Japan.
+ 0.0 N /
(Note)
Figures from April 2014 to April 2015 are
A0.5 | derived on “the basis of excluding the direct
impact of the consumption tax rate increase”
(Bank of Japan’s “Economic Statistics Monthly”).
A 1.0 1 1 1 11 1 1 11 1 1 11 1 1 11 1 1 11 1 1 11 1 1 1 11 1 1 11 1 1 11 1 1 11 1 1 11 1 1 11 1 1 1 11 1 1 11 1 1 11 1 1 1
Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul. Jan. Jul.
2013 2014 2015 2016 2017 2018
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-7 Market-related information (5)
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HILLS REIT

| Business conditions composite index
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| Money stock (M3: year-on-year comparison)

(%)
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+3.8
+3.6 [
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+3.0
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+24

+2.2 1

+2.0

July 2018 figures are
based on preliminary data

—@=— |eading index
=== Coincident index

(Source)

Prepared by the Asset Manager based on the
“Business Conditions Composite Index” by
the Cabinet Office.

(Note)
The index is rebased to 100 as of 2010.

(Source)
Prepared by the Asset Manager based on “Money
Stock Statistics” by the Bank of Japan.
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|4—8 Market-related information (6)
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HILLS REIT

| Total cash earnings

(%)
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| Consumer confidence survey
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July 2018 figures are
based on preliminary data

—=@=Nominal
=@ Real

(Source)

Prepared by the Asset Manager based on “Monthly
Labour Survey (establishments with 5 or more
employees)” by the Ministry of Health, Labour and
Welfare.

—@=— Employment
—=@=Consumer confidence index

«=@-=Income growth

(Source)

Prepared by the Asset Manager based on
“Consumer Confidence Survey” by the Cabinet
Office.
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I 5-1 Financial highlights
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HILLS REIT

Indices

23rd period

Period ended Jan. 31, 2018

24th period
Period ended Jul. 31, 2018

Calculation formula

Net income 4,655 mn yen 4,819 mn yen
Depreciation and amortization 1,032 mn yen 1,032 mn yen
CAPEX 189 mn yen 457 mn yen

Total assets

354,740 mn yen

362,345 mn yen

Total net assets

179,202 mn yen

179,366 mn yen

Total net assets/unit (BPS)

102,363 yen

102,457 yen

Total net assets/Total units outstanding

Unit price (as of end of each period)

137,100 yen

138,100 yen

Total units outstanding

1,750,640 units

1,750,640 units

Total dividends 4,654 mn yen 4,819 mn yen
Dividends/unit 2,659 yen 2,753 yen
Dividend yield 3.8% 4.0%|Dividends per unit (annualized)/Unit price as of end of period
FFO 5,688 mn yen 5,851 mn yen|/Net income + Depreciation and amortization - Gain or loss on sales of real estate properties
FFO/unit 3,249 yen 3,342 yen|FFO/Total units outstanding
Annualized 6,445 yen 6,739 yen|Based on a period of 365 days
FFO multiple 21.3x 20.5x|Unit price as of end of period/FFO per unit (annualized)
PER 26.0x 24.9x|Unit price as of end of period/Net income per unit (average during the periods, annualized)
PBR 1.3x 1.3x|Unit price as of end of period/Net assets per unit
ROA 1.3% 1.3%)|Ordinary income/Average of total assets during the period
|Annua|ized 2.6% 2.7%|Based on a period of 365 days
ROE 2.6% 2.7%|Net income/Average of total net assets during the period
|Annua|ized 5.2% 5.4%|Based on a period of 365 days
NAV 205,923 mn yen 218,162 mn yen Total net assets + Total appraisal value - Total book value - Total liabilities
NAV/unit 117,627 yen 124,618 yen
NAV multiple 1.2x 1.1x|Unit price as of end of period/NAV per unit

Interest-bearing debt

161,222 mn yen

168,122 mn yen

LTV (book value basis) 45.4% 46.4%|Interest-bearing debt/Total assets
LTV (appraisal value basis) 42.3% 41.9%|Interest-bearing debt/(Total assets + Total appraisal value - Total book value)
Operating days 184 days 181 days
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I 5-2 Balance sheet

HILLS REIT

Assets

thousand
23rd period 24th period 23rd period 24th period
Period ended Jan. 31, 2018 | Period ended Jul. 31, 2018 Period ended Jan. 31, 2018 | Period ended Jul. 31, 2018
Liabilities
Current assets 10,038,101 10,634,290 Current liabilities 25,117,041 27,276,235
Cash and deposits 1,475,138 3,738,489 Sfrgspattﬂonrté%?] orinvestment 3,000,000 3,000,000
Cash and deposits in trust 7,596,522 6,010,142 oo oF fonaterm 20,500,000 22,500,000
Other 966,439 885,659 Other 1,617,041 1,776,235
Noncurrent assets 344,551,694 351,594,919 Noncurrent liabilities 150,421,579 155,702,768
Property, plant and equipment 313,071,395 320,004,650 Investment corporation bonds 25,000,000 22,000,000
Intangible assets 30,653,917 30,653,009 Long-term loans payable 112,722,000 120,622,000
Investments and other assets 826,381 937,260 Lease and guarantee deposited 12,699,579 13,078,440
Deferred assets 150,953 116,776 Other — 2,328

Net assets

Unitholders' equity 179,202,125 179,366,998
Unitholders' capital 174,231,870 174,231,870

Total surplus 4,970,255 5,135,127
Voluntary retained earnings 291,944 291,944
;’;‘fnpiﬁ;%p”atedlret.a'"ed 4,678,311 4,843,183
;/g_ﬂztt:gniz -trans ation 1 A 15
Eee;e;rsed gains or losses on 1 A 15
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I 5-3 Income

HILLS REIT

(thousand yen)

23rd period 24th period
Period ended Jan. 31, 2018 Period ended Jul. 31, 2018
Operating revenue 8,495,797 8,751,085
Rent revenues 8,284,596 8,533,727 Office 7,047,857
- Residential 763,936
Other operating revenues 211,201 217,357 Retail 87,003
Operating expenses 3,208,795 3,318,870 Land 629,400
Expenses related to properties 2,910,598 2,995,757 Other rent revenue 3,529
Asset management fee 201,565 227,001
Directors' compensation 4,200 4,200 Parking revenue 50,845
Utilities and other revenue 165,697
Asset custody fee 8,716 8,868 Cancellation penalty 815
Administrative service fees 19,264 19,154
Other operating expenses 64,449 63,888
Property taxes 584,918
Non-operating income 1,649 2,587 Utilities 132,723
- Maintenance and repairs 94,728
Interest income 67 45 Insurance premium 15,787
Gain on forfeiture of unclaimed dividends 1,549 1,929 Custodian fees 5,841
Depreciation 1,031,754
Other 32 612 Rent expenses 112,821
Non-operating expenses 631,420 613,934 Other lease business expenses 14,638
Interest expenses 329,221 319,643
Interest expenses on investment corporation bonds 93,013 81,964
Amortization of investment corporation bonds issuance cost 14,185 12,765
Borrowing expenses 171,628 176,197
Amortization of investment unit issuance cost 21,411 21,411
Other 1,960 1,952




I 5-4 Statement of cash flows/Retained earnings
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HILLS REIT

| Statement of cash flows

23rd period
Period ended Jan. 31, 2018

(thousand yen)

24th period
Period ended Jul. 31, 2018

23rd period
Period ended Jan. 31, 2018

(thousand yen)

24th period
Period ended Jul. 31, 2018

Income before income taxes 4,657,232 4,820,868 Proceeds from long-term loans payable 9,800,000 19,900,000

Depreciation and amortization 1,032,744 1,032,141 Repayments of long-term loans payable A 2,600,000 A 10,000,000

g?::r:iztti:%gtc’f mvestment corporation bonds 14,185 12,765 Redemption of investment corporation bonds A 2,000,000 A 3,000,000

Amortization of investment unit issuance cost 21,411 21,411 Dividends paid A 4,568,145 A 4,652,840

Interest income A 67 A 45

Gain on forfeiture of unclaimed dividends A 1,549 A 1,929

Interest expenses 422,234 401,607

Decrease (increase) in accounts receivable A 294,041 51,832

Increase (decrease) in accounts payable A 191,605 161,011

Increase (decrease) in accrued expenses 840 28,008

Increase (decrease) in advances received 31,127 16,338

Decrease (increase) in prepaid expenses A 15,966 A 79,651 I Retained ea rnings

Other, net 12,557 A7,353 ven)

23rd period 24th period
Subtotal 5,689,102 6,457,006 Period ended Jan. 31, 2018 Period ended Jul. 31, 2018

Interest income received 67 45 I Unappropriated retained earnings 4,678,311,114 4,843,183,642

Interest expenses paid A 425,229 A 405,296 I Reversal of voluntary retained earnings

Income taxes paid £ 606 A1,392 e Ay Ve for spedal account for 186,700,069 -
I Total dividends 4,654,951,760 4,819,511,920

:rl:lrscthase of property, plant and equipment in A 14,653,244 A 7,999,413 IV Voluntary retained earnings

Ezzzayments oflease and guarantee deposited in A 31,978 A 180,582 Reserve for reduction entry 186,700,069 =

frrl:’scfeds from lease and guarantee deposited in 930,628 559,444| |V Retained earnings carried forward 23,359,354 23,671,722
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I 5-5 Status of income and expenditures (1)

HILLS REIT

(thousand yen)

Property number 0-0 0-1 0-4 0-6

115,380,000 62,480,000 27,200,000

Property name Mori Building Akasaka Tameike Tower

Acquisition price 43,930,000

Period

23rd 24th 23rd 24th 23rd 24th 23rd
Difference Difference Difference Difference
Jan 2018 2018 Jan 2018 Jan 2018 Jan 2018

Operation days 184 days days A3 days 184 days days A3 days 184 days 1 days A3 days 184 days 181 days A 3 days
Occupancy rate 95.4% _ 2.6PT
LY TS I 7 94.4% 97.2% 2.8PT
during period
Number of tenants 136 14 4
Rent revenues 2,943,450| 2,943,450 —| 1,351,486| 1,351,486 - 630,403 642,408 12,004 726,325 751,972 25,646
Other operating - - - - - - 92,597 93,443 846 79,325 75,894 A 3,430
revenues
Tl D aeiy 2,943,450| 2,943,450 —| 1,351,486| 1,351,486 - 723,000 735,851 12,851 805,650 827,866 22,215
operating revenue
Property 412,351 412,351 - 181,872 181,872 - 60,418 67,488 7,069 163,544 167,487 3,942
management
fNr;’tgf)"V taxes 221,761 227,619 5,857 74,177 76,060 1,882 30,669 32,878 2,209 41,705 42,041 336
Utilities - - - - - - 72,608 68,070 A 4,537 28,329 27,482 A 846
izi;‘itres”ance and - - - 370 - A 370 19,756 8,238| A11,517 27,729 75,008 47,278
Insurance 4,179 4,111 268 1,873 1,842 A 30 1,714 1,686 A27 2,027 2,178 150
premium
Depreciation (1) 437,774 417,419 A 20,355 60,214 62,408 2,193 97,048 92,784 A 4,264 136,517 138,629 2,111
&f}i‘:zr)exl’enses 377 379 1 2,795 2,794 AO 75,412 75,413 0 11,082 10,623 A 458
Tl D aey 1,076,445 1,061,880 A 14,564 321,302 324,978 3,676 357,627 346,559 211,067 410,937 463,453 52,515
operating expenses
rnrgopn‘:’;‘y(gferat'”g 1,867,005 1,881,570 14,564 1,030,184 1,026,507 A 3,676 365,372 389,291 23,918 394,712 364,412 230,299
NOI (3) ((1)+(2)) 2,304,780| 2,298,989 A5,791| 1,090,399| 1,088,916 21,482 462,421 482,075 19,654 531,230 503,042 A 28,187
Annualized NOI 4,571,982 4,636,083 64,100| 2,163,019| 2,195,882 32,862 917,302 972,142 54,839| 1,053,799 1,014,423 A 39,376
Annualized NO1/ 4.0% 4.0% 0.1PT 3.5% 3.5% 0.1PT 3.4% 3.6% 0.2PT 2.4% 2.3% AO.1PT
Acquisition price
CAPEX (4) 15,597 137,992 122,395 11,782 92,418 80,635 71,907 19,078 A 52,828 45,024 103,650 58,625
NCF (3)-(4) 2,289,183| 2,160,996 A 128,186 1,078,616 996,498 A82,117 390,513 462,997 72,483 486,205 399,392 A 86,813

(Note 3)

(Note 1) For property tax, city planning tax and depreciable assets tax, MHR charges the amount of property taxes assessed and determined applicable to the fiscal period to expenses related to properties. Registered

owners of properties in Japan as of January 1 are responsible for paying property taxes for the calendar year based on assessments by local governments. Therefore, registered owners who sold properties to
MHR were liable for property taxes for the calendar year, including the period from the date of the acquisition by MHR until the end of the year. MHR reimbursed sellers of properties for the equivalent amount of
property taxes and included the amount in the acquisition cost of real estate.

“Annualized NOI” denotes the value which is based on the acquisition price as of the end of the relevant period.

(Note 2) “Other expenses” denotes the sum of custodian fees, rent expenses, and other lease business expenses (residential property management costs, and other property-related miscellaneous expenses) in aggregate.
Property acquired during the relevant period. “Annualized NOI/ Acquisition price” was calculated by taking into consideration the changes in acquisition price during the relevant period.




I 5-6 Status of income and expenditures (2)

HILLS REIT

Property number
Property name

Acquisition price

Period

Operation days

Occupancy rate

Avg. Occupancy rate
during period

Number of tenants

Atago Green Hills ARK Hills South Tower Toranomon Hills Mori Tower
42,090,000

(thousand yen)
0-7 0-8 0-9 0-10

Holland Hills Mori Tower

140,000 (before acqui

11,760,000 (before acquisition 9,330,000)

23rd
Difference
Jan. 2018

_ 0.0PT 87.9% 97.6% 9.7PT 100% 100% 98.8% 99.7%
(0]

1

Rent revenues 1,012,320 1,012,320 - 419,036 463,094 44,057 108,581 199,065 90,484 288,486 357,587 69,100
Other operating - - - 25,844 28,477 2,632 - - - 13,234 19,196 5,962
revenues

Tl D aey 1,012,320| 1,012,320 = 444,881 491,572 46,690 108,581 199,065 90,484 301,721 376,783 75,062

operating revenue
Property 2,664 2,664 - 60,749 48,585 A12,164 12,652 23,196 10,543 59,560 73,403 13,842
management | R I R AT R R N N BAR IRAARS RN R
fNrgtgf)“V taxes 68,889 68,774 All4 32,741 33,755 1,013 — 4,018 4,018 — 9,947 9,947
Utilities - - - 29,824 29,826 2 - - - 3,559 5,292 1,732
Maintenance and - - - 2,214 2,359 145 - - - 399 1,026 626
repairs
Insurance 3,426 3,370 A55 1,048 1,031 Al7 174 308 134 565 680 114
premium
Depreciation (1) 183,660 184,545 885 44,142 44,198 56 16,537 28,867 12,330 27,453 33,506 6,052
&f}i‘:;ewenses 37,825 37,973 148 1,621 1,529 A91 9 18 9 117 146 28

Tzl ey 296,465 297,328 862 172,341 161,286 211,055 29,374 56,410 27,035 91,657 124,002 32,345

operating expenses

:’nrsopn‘:’;‘y(gferat'”g 715,854 714,991 A 862 272,540 330,285 57,745 79,206 142,655 63,448 210,064 252,781 42,717

NOI (3) ((1)+(2)) 899,515 899,537 22 316,682 374,484 57,801 95,744 171,523 75,778 237,517 286,287 48,769
Annualized NOI 1,784,364| 1,813,984 29,620 628,202 755,175 126,973 189,928 374,886 184,958 471,162 596,383 125,220
Annualized NOI/ 4.2% 4.3% 0.1PT 3.3% 3.9% 0.7PT 3.7% 3.7% AO.1PT 5.0% 5.1% 0.0PT
Acquisition price

CAPEX (4) 11,765 44,730 32,965 1,900 1,910 10 - - - 6,012 11,304 5,292

NCF (3)-(4) 887,749 854,807 A32,942 314,782 372,574 57,791 95,744 171,523 75,778 231,504 274,982 43,477
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I 5-7 Status of income and expenditures (3)

HILLS REIT

(thousand yen)

Property number R-3 R-4 S-1

Portfolio total
Property name Roppongi First Plaza Roppongi View Tower Laforet Harajuku (Land)

Acquisition price 2,100,000 4,000,000 21,820,000 360,050,000 (before acquisition 352,550,000)

23rd 3rd (Note 3) (Note 3)
Period Difference i i Difference
. . Jan 2018 . . Jan. 2018 Jul. 2018

Operation days A3 days 84 days 84 days 81 days A 3 days
Avg. Occupancy rate 96.3% 95.9% A0.4PT 93.9% 3.1PT 100% 100% 0.0PT 98.1% 99.3%
during period

Number of tenants

Rent revenues 79,990 82,092 2,101 95,114 100,850 5,735 629,400 629,400 —| 8,284,596/ 8,533,727 249,131
Other operating - - - 200 346 146 - - - 211,201 217,357 6,156
revenues
el [Py 79,990 82,092 2,101 95,314 101,196 5,881 629,400 629,400 —| 8,495,797 8,751,085 255,287
operating revenue
Property
13,229 12,609 2620 13,669 12,885 A 783 - - - 980,712 1,002,543 21,830
management
fNrS’tgf)rW taxes 7,126 7,311 184 10,879 11,156 276 67,956 71,354 3,398 555,906 584,918 29,011
Utilities 1,251 1,080 A171 1,015 970 A 45 - - - 136,588 132,723 A 3,865
ii‘;‘itres"ance and 4,191 7,248 3,057 1,020 846 A173 - - - 55,682 94,728 39,046
Insurance 235 231 A3 352 346 AS - - - 15,597 15,787 190
premium
Depreciation (1) 12,414 12,545 130 16,592 16,847 255 - - —| 1,032,357 1,031,754 7603
(C?\‘Ert\:;)expenses 3,820 3,832 11 690 589 A 100 - - - 133,753 133,301 A 451
el [Py 42,271 44,859 2,587 44,219 43,642 A576 67,956 71,354 3,398 2,910,598| 2,995,757 85,159
operating expenses
i"nrsopnj’:y(g)perat'"g 37,719 37,232 2486 51,094 57,553 6,458 561,444 558,045 A3,398| 5,585,199 5,755,328 170,128
NOI (3) ((1)+(2)) 50,134 49,778 A 355 67,687 74,401 6,713 561,444 558,045 A£3,398| 6,617,557 6,787,082 169,525
Annualized NOI 99,451 100,382 930 134,271 150,035 15,763| 1,113,734| 1,125,339 11,605| 13,127,219| 13,730,904 603,684
Annualized NO1/ 4.7% 4.8% 0.0PT 3.4% 3.8% 0.4PT 5.1% 5.2% 0.1PT 3.7% 3.8% 0.1PT
Acquisition price
CAPEX (4) 1,181 10,873 9,692 24,304 35,917 11,613 - = = 189,475 457,876 268,401
NCF (3)-(4) 48,952 38,904 £10,048 43,383 38,483 A 4,899 561,444 558,045 A3,398| 6,428,082 6,329,205 A 98,876
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I 5-8 Unit price performance since IPO

HILLS REIT

| Relative price performance (Since IPO - July 31, 2018)

200 | | | ! | : | | : | : | : | | : | : ' ! ' '
180 | | | | | | I : I I | I | l | l : | | i Performance since listing
160 | | | l | I | I l | I | I | | I | | i (At listing vs. July 31, 2018)
: : i | : | : : | : | : | : : | | . ® MHR A7.9%
140 i i | i i i i i i i i i i i i i | m TSEREIT Index ~ A3.7%
120  / | : | : | : : | : | : | | : | | | i i i i
wo B W A V0 e s
0 (R T A o™ Y S A S SR S SR S o V. " oo et A T LA R A S
60 | N e e I
40 | o e M : A e
20 i | : | | : | \ : | : | : | : : | | | : | : :
0 1 | 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 | 1 1 1 1 1
Nov. 30, Jan. 31, Jan. 31, Jan. 31, Jan. 31, Jan. 31, Jan. 31, Jan. 31, Jan. 31, Jan. 31, Jan. 31, Jan. 31,
2006 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
(Source) Prepared by the Asset Manager based on Thomson Reuters.
(Note) Rebased to 100 as per IPO price
JUnit price per period-end (closing price)
Reference
Accounting period | Unit price Accounting period ‘ Unit price Accounting period | Unit price ( )
1st (January 2007) 1,100,000 yen| [11th (January 2012) 252,200 yen| |21st (January 2017) 153,500 yen IPO Price

2nd (July 2007)

1,080,000 yen

12th (July 2012)

330,500 yen

22nd (July 2017)

138,900 yen

3rd (January 2008)

716,000 yen

13th (January 2013)

485,000 yen

23rd (January 2018)

137,100 yen

(November 30, 2006)
(Split adjusted)

750,000 yen
(150,000 yen)

4th (July 2008)

465,000 yen

14th (July 2013)

548,000 yen

24th (July 2018)

138,100 yen

5th (January 2009)

265,000 yen

15th (January 2014)

135,900 yen

6th (July 2009)

352,000 yen

16th (July 2014)

151,100 yen

7th (January 2010)

264,900 yen

17th (January 2015)

166,600 yen

8th (July 2010)

177,300 yen

18th (July 2015)

145,300 yen

9th (January 2011)

281,000 yen

19th (January 2016)

152,100 yen

10th (July 2011)

258,100 yen

20th (July 2016)

160,500 yen

(Note) Implemented a 5-for-1 investment unit split on February 1, 2014 (effective date).

High
(May 8, 2007: in trade)
(Split adjusted)

1,460,000 yen
(292,000 yen)

Low
(August 12, 2010: in trade)

(Split adjusted)

168,200 yen
(33,640 yen)




I 5-9 Investment criteria

HILLS REIT

| Investments focusing on Premium Properties for development of urban-type portfolio

Investments focusing on Premium Properties

Among properties that are located in Tokyo’s five central wards and in surrounding areas,
our investments mainly focus on “Premium Properties” that are able to maintain their
competitiveness going forward based on their quality, size and specification.

Focus on
Premium Properties

Premium properties

5 O% or more

(Office buildings)
(Residential properties)
(Retail facilities)

Premium Properties

Office building focus

Office building

5 O% or more

Type Location Scale
Gross floor area of 10,000m or
Office Tokyo's five central wards more per building
buildings and their vincity Standard leasable floor area of
1,000m or more
Residential Tokyo's _flve_ C(_-":ntral wards Gross floor area of 2,000m or
. and their vincity o
properties more per building

(Primarily in the "three-A" area)

Tokyo' five central wards
focus

Retail facilities

(Department stores, downtown sho

pping centers,

large specialty stores & retail complexes, etc.)

Flourishing areas of Tokyo's five
central wards and their vincity

Gross floor area of 10,000m or
more per-building

{Street front luxury brand shops, etc.)

Tokyo's five central
wards and their vincity

5 O% or more

(Tokyo Metropolitan Area:
809% or more)

Exclusive, well-known

retail destinations such as
Ginza area, Aoyama area, and
Omotesando area

Gross floor area of 1,000m or
more per building

Earthquake-resistance focus

(Note 1) Tokyo's five central wards: Minato, Chiyoda, Chuo, Shinjuku and Shibuya ward

(Note 2) Three-A area: Akasaka and Roppongi area, Aoyama and Harajuku area and Azabu and Hiroo area

(Note 3) Ratios are based on the acquisition prices.

(Note 4) Tokyo Metropolitan Area: Tokyo Metropolis, Kanagawa Prefecture, Chiba Prefecture and Saitama Prefecture

Investment focused on
properties' earthquake
resistance, the safety of the
area, disaster
countermeasures, etc.
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5-10 Sustainability initiatives

| Approach and system of sustainability

HILLS REIT

MHR and its Asset Manager, Mori Building Investment Management Co., Ltd. (MIM), aim to contribute to the realization of a sustainable
society and maximization of unitholder value in the medium to long term by emphasizing ESG (Environment, Social and Governance) and
investing in high-quality urban assets while endeavoring to improve various environmental and social matters.

Our operations connected to sustainability will be promoted primarily by the Sustainability Committee to be established by MIM. Under
the supervision of the President & CEO, various initiatives are implemented based on the Sustainability Promotion Program which is

conducted every fiscal year.

Environment initiatives

MHR places great value on the concept of “Vertical Garden City” of Mori Building Group’s urban development and transact real
estate investment management with consideration for the environment.

<Environmental policies>

1. Increasing greenery and biodiversity

We create surface microenvironments where humans live in
harmony with nature and which provide spaces that excel in
biodiversity and are rich in vibrant greenery. We seek to foster
environmental communities through these spaces.

2. Climate change

We aim to match compact cities incorporating multifaceted urban
functions with the various high energy-efficient systems to realize
cities with optimal environmental efficiency. Through
comprehensive and high-quality management of the areas, we will
continue our efforts to reduce carbon emissions and engage in
initiatives to counter global warming and climate change.

3. Resource recycling and anti-pollution measures

We promote the 3R activities (reduce, reuse and recycle) for water
resources, waste, materials to reduce the burden on the
environment. We aim for the formation of recycling-oriented cities
as well as observe environment-related laws and regulations, and
thorough measures against pollution.

4. Collaborating with Suppliers

With respect to the environmental performance of assets under
management, various measures such as additional environmental
countermeasures are examined and monitored based on reports
from the PM company. External relative environmental
performance evaluation is also carried out through the GRESB real
estate evaluation and other measures.

O Toranomon Hills certified as "SEGES (Social and

Environmental Green Evaluation System): Urban
Oasis 2017"

SEGES (Social and Environmental Green
Evaluation System) is a system to
evaluate and certify outstanding efforts
of companies which contribute to society
and the environment through the
protection and nurturing of green space.

Lt T el

“Oval Plaza” garden



5-11 Sustainability initiatives

HILLS REIT

Social Initiatives
We aim to contribute to the realization of a sustainable society by actively encouraging interactive communication to cooperate and
strengthen relations with various stakeholders such as tenants, local residents, property management companies and our sponsor
Mori Building.

<Social policies>

1. Initiatives with Tenants and Local Communities

We aim to provide safe, convenient and comfortable spaces to our tenants. We will emphasize BCP (business continuity planning) through
enhancing tangible aspects such as earthquake resistance performance and emergency power supply as well as intangible aspects such as
administrative structure for disasters. Additionally, in working on cooperation with local communities we aim to enhance relationships, revitalize
the entire region and maintain and improve asset value.

2. Initiatives with Employees

We respect human rights and it is our policy to not discriminate against employees based on their beliefs, religion, age, gender, origin, mental
and physical disabilities, etc. We will work to establish a diversity-oriented working environment where our human resources can be engaged.
We will introduce multifaceted systems and measures so that each and every employee with diverse lifestyles and values can maximize their
abilities and continue their career in a healthy and safe manner as they themselves grow.

3. Initiatives with Investors

It is our policy to make fair and accurate disclosure of information in a timely manner that contributes to investment decisions. We
communicate policies and management conditions to unitholders to establish a long-term relationship based on trust while actively seeking bi-
directional communication by incorporating the opinions of unitholders into our business activities.

O AIll Japanese Listed Companies' Website Ranking
Nikko Investor Relations Co., Ltd. announces a valuation of websites "AAA Website" in 2017 "AAA Website" in 2016 "AAA Website" in 2015

of all listed companies by investigating the degree of information
disclosure based on objective evaluation criteria from its unique

RES 1K BES YK BES V11

perspective. The website of MHR won the “Highest grade: AAA = 2017 = = 2016 = = 2015 =
Website" ranking for the third consecutive year. BR74-7-) BR7A-7-) BRE7A-7—)b
=l T b S BIF Y
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-12 Sustainability initiatives

HILLS REIT

Governance Initiatives

We are contributing to the realization of a sustainable society and aim to maximize unitholder value over the medium to long term.
We work on building fair and effective corporate governance and strive to enhance internal control through thorough compliance
and risk management based on an appropriate compliance and internal control structure.

< Governance policies>

1.

Corporate Governance

We aim to maximize unitholder value over the medium to long term by contributing to the realization of a sustainable society. We believe that it
is absolutely imperative to remain a company that is trusted by society. Therefore, we work on building fair and effective corporate governance
and strive to enhance internal control through comprehensive compliance and risk management based an exacting compliance and internal
control structure.

Compliance

We are well aware that failure to ensure compliance could diminish our public confidence and business base. By firmly acknowledging this fact, we
strive for thorough compliance, holding to high ethical standards in our operations, and complying with various laws and ordinances.

. Risk Management

We are well aware that various risks in business execution may undermine our corporate value. We identify risks according to changes in public
perceptions and the business environment, and we implement appropriate monitoring and responses to prevent and minimize damage at the time

of occurrence of the incident. (Structure of Asset Management Company)
Corporate Governance and Structure of Asset Management Goneal Mo o
MHR shall have at least one executive director and at least two supervisory directors . Corporate Auditor

(or, at least one more than the number of the executive directors), and the board of
directors shall be comprised of the executive directors and supervisory directors.

Board of Directors

In addition to a general meeting of unitholders, which shall be composed of :
unitholders, MHR'’s structure consists of one executive director, two supervisory President & CE0
directors, the board of directors and an accounting auditor. MHR entrusts the
management of its assets to the asset manager.

Imestment Committes Compliance Commities

The asset manager shall perform its business in good faith and with the due care of a
prudent manager for MHR in line with the purpose of the investment management
business, and will use its efforts to prevent any negative impact from transactions

involving conflicts of interest and carry out strict compliance.

Asset Managemant
Dept

Planning Dept
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I 5-13 Portfolio Map (As of September 3, 2018)

HILLS REIT
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(Source) Prepared by the Asset Manager based on Mori Building’s “Mori Building Handy Map Mori Building Map/Home Route Support Map 2018.”
(Note 1) Some of the properties have been partially acquired and held by MHR.
(Note 2) Properties are developed, owned, managed and planned for development by Mori Building Group, and there are no properties currently anticipated to be acquired by MHR.
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I 5-14 Portfolio overview (As of September 3, 2018)
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|Type | Office building Office building (Partly residential) Residential m
Roppongi ) ) Toranomon . Akasaka Atago Green Hills Roppongi Roppongi Laforet
Hills M '%Rlﬁd' KoBra!T;_ L S ATL(_::“”S Hills Mori HNtI)IIa_rjrd Hills Tameike First View Harajuku
Property name Mori Tower St rCnd uilding et B Tower Ol TR Tower MORI Tower |Forest Tower Plaza Plaza Tower (Land)
0-0 0-1 0-4 0-8 0-9 0-6 0-7 R-3 R-4 S-1
o i
Premium |Premium| |Premium| |Premium| |Premium| |Premium| |Premium| |Premium| Pre - Premium
Roppongi, Akasaka, Koraku, Roppongi, Toranomon, Toranomon, Akasaka, NEEE Toranomon, REREERE Jingumae,
Location Minato-ku, Minato-ku, Bunkyo-ku, Minato-ku, Minato-ku, Minato-ku, Minato-ku, Minato—kS "I'okyo Minato-ku, Minato?li)u '?'c;kyo Shibuya-ku,
Tokyo Tokyo Tokyo Tokyo Tokyo Tokyo Tokyo ! Tokyo ! Tokyo
Completion Apr.2003 | Mar-1986 | yar 2000 | Jul. 2013 | May.2014 | Jan.2005 | Sep.2000 | Jul. 2001 | Oct 2001 | Jul. 2001 Oct. 1993 -
renovation in 2005)
Building age 15 years 5 months | 32 years 5 months | 18 years 5 months 5 years 1 month 4 years 3 months 13 years 7 months || 17 years 11 months | 17 years 1 month |16 years 10 months| 17 years 1 month 24 years 10 months -
Total number of 54 above 37 above 19 above 20 above 52 above 24 above 25 above 42 above 43 above 2 above 20 above ground,
floors ground, ground, ground, ground, ground, ground, ground, ground, ground, ground, 1 below -
6 below 4 below 6 below 4 below 5 below 2 below 2 below 2 below 4 below 1 below
Gross floor area approx. approx. approx. approx. approx. approx. approx. approx. approx. approx. approx. _
442,150m 177,486m 46,154m 53,043m 241,581 m 35,076m 46,971m 85,266m 60,815m 2,083m 22,906m
Co-ownership Co-ownership d Co-ownership Co-ownership Co-ownership Co-ownership Co-ownership Co-ownership Co-ownership Ownershi
owner- Land (approx. 17.7%) | (approx.10.9%) Lease (approx.25%) |(approx.12.7%)|(approx.62.9%) | (approx.56.4%) (approx. 28.8%) (approx.47%) | (approx.46%) wnership
ship i i ' ' ' ' i
(Note 1) o CompartmenFaIlzed Compartmen!:allzed CompartmenFaIlzed Co-ownership Co-ownership Compartmen!:allzed Compartmen!:allzed Co-ownership CompartrnenFaIlzed CompartmenFaIlzed
Bu||d|ng ownership ownership ownership o o ownership ownership 32.99 ownership ownership -
(approx. 13.6%) | (approx. 17.9%) | (approx. 57.9%) | (3PProx.25%) | (approx.6.9%) | (aporox. 48.5%) | (approx. 65.5%) (approx. 32.9%) (approx. 46.4%) | (approx. 44.7%)
PML (Note 2) 0.59% 0.78% 0.73% 1.56% 0.50% 0.85% 1.79% 2.35% 2.34% 5.94% 2.20% 2.20% —
E:;itsht‘;l:\:l;:;ture Seismic Seismic Seismic Seismic Seismic Seismic Seismic Seismic Seismic B _ _ _
(Note 3) Damping Damping Damping Damping Damping Damping Damping Damping Damping
?:1‘:‘“;2:)"" price 115,380 62,480 27,200 19,150 36,210 16,330 43,930 42,090 2,100 4,000 21,820
Occupancy rate 100% 100% 100% 98.3% 100% 100% 98.0% 100% 97.4% 98.0% 100%

(Note 4)

Average building age
17-5 yeaI‘S (Note 5)

Portfolio PML

0.93% (Note 2)

Total acquisition price
390,690 mn yen
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I 5-14 Portfolio overview (Note)

HILLS REIT

(Note 1) “Type of ownership” denotes the type of rights held by MHR or the Trustee. "Ownership” stands for ownership, “Co-ownership” stands for the ownership of beneficiary interests,
“Compartmentalized ownership” denotes ownership and the rights for exclusive use in or over parts of a building, and “Leased land” denotes Leasehold land. The land site of Atago Green
Hills includes joint ownership in quasi-undivided interests of leasehold land and easement.

(Note 2) This indicates the figure described in the “"Report on evaluation of seismic PML for portfolio” dated June 4, 2018 by Sompo Risk Management & Health Care Inc.

(Note 3) ARK Mori Building adopts “slitwall” as an earthquake-resistant feature.

(Note 4) “Occupancy rate” indicates the figures as of July 31, 2018.

(Note 5) For calculation of the “Average building age” of Atago Green Hills, we have assumed that construction of the building was completed on July 30, 2001.
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