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Figure 1-1 Tokyo Metropolitan District Land Value Index
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Figure 1-2 Tokyo Metropolitan District Rent Index
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Figure 1-3 Value Comparison of High-End Condominium Unit
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Figure 1-4 Value Comparison of Prime CBD Office Building
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Figure 1-5 Cap Rate Comparison of Office Building and Apartment
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Table 2-1: Comparison of General Lease and Non-Renewable Lease

General Lease

(Renewable Lease) Non-Renewable Lease

Contract By oral or in writing Must be in writing

Determined by agreement. (Up to 20

years contract before March 2003) Determined by agreement

Lease Length

Both parities can request rent reviews |A rent review option can be included in
at any time during the lease. the lease agreement.

Rent Review

(Commonly performed at the time of
lease renewal)

Option to renew or terminate in an

No renewal options
agreement.

Renewed automatically without notice |A new lease agreement is required for

Renewal . . .
to terminate the lease from either party. [the tenant to continue occupancy.
Justifiable grounds are necessary to
terminate the lease from the lessor.
A break clause can be included in the |A break clause can be included in the
lease agreement. lease agreement.
Break

Justifiable grounds are necessary to
break the lease from the lessor.
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Paragraph 1, Article 32, Act on Land and Building Leases

[Right to Request Increase or Decrease in Rent]

When the building rent becomes unreasonable, as a result of an increase or decrease
in tax and other burdens relating to the land or the buildings, as a result of the rise or fall
of land or building prices or fluctuations in other economic circumstances, or in
comparison to the rents on similar buildings in the vicinity, the parties may,

notwithstanding the contract conditions, request future increases or decreases in the




amount of the building rent; provided, however, when special provisions exist to the

effect that building rent will not be increased for a fixed period, those provisions apply.
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&k (Market Rent) & ke £k (Continuance Rent [ H A

Market Rent : | Marketrentis the appropriate rent (new rent) reflecting the
probable economic value of the real estate. Market rent is the
rent that would be negotiated in a new lease agreement granting
the rights to use or benefit from real estate interests; such rights
may be conveyed by means of regular leases, leases to
superficies, or easements. Market rent is premised upon the

same market concept as market value.

Continuance Rent : | Continuance rent is the appropriate indication of the probable
economic value of the real estate only applicable to the landlord
and tenant of an existing lease agreement, i.e., the rent that
would be negotiated between the involved parties to extend the

term of a real estate lease or to review the current rent.

HARDHEENIE, E@fEREA O P doE B F 72 TN, 1R R SR e & iR
T5HE LT, SR OFMMKIHZ 2T 5 2 L 3%, BE AN ke B O FHmT K



FEZ 52T T2 BRI, AEESEE R A E IR > TR 2 32 BB H 0 | Akt E RO
EFHMBFEIIA T O LBV BES L TWD

Section 2, I, 4, Chapter 7, The Japanese Real Estate Appraisal Standards

Appraisal Approaches for Continuance Rent

A real estate appraiser determines continuance rent by analyzing thoroughly the
following factors: (a) the existing contract rent of the subject property; (b) the trends of
property taxes, land and building prices, rents of real estate similar to the subject
property in the local market since the date of the current rent started; (c) the history of

the lease contract, including previous rent reviews; and (d) the contents of the lease

contract.
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Rental Disparity Analysis Approach

The rental disparity analysis approach arrives at the continuance rent of the subject
property by adding an estimated increase to, or deducting an estimated decrease from,
the current contract rent. The increased or decreased amount is obtained by first
determining the difference between the market rent of the subject property and the
current contract rent. The appraiser then estimates the portion of the difference
assignable to the lessor by a thorough analysis of lease terms, the history of the lease

contract and so forth. Finally, the assignable amount is either added to, or deducted

from, the current contract rent.




[Rental Disparity Analysis Approach]
( Market Rent — Currer;ecr:](t)ntract ) X Ratio Assignable to the Lessor
+ Current Contract Rent
= Continuance Rent
(R[] Y i)
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Yield Approach

The yield approach reaches the continuance rent of the subject property by adding the
operating expenses to the value, which is calculated by multiplying the capital value of

the subject property by its expected rental yield rate.

[Yield Approach]

( Capital Value X EXFﬁZTSdREfemaI ) + Operating Expenses

— Continuance Rent

(AT A i)
AT A RIEZ, BELAERAICB T 2 8RNCEE R 42 T U Gk &R 23Rk 2 FIET

2,

Trend Approach
The trend approach calculates the continuance rent of the subject property by

multiplying the current contract rent by a trend factor for the rental growth rate.

[Trend Approach]

Current Contract Rental Growth — .
X - Continuance Rent
Rent Rate
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Rental Data Comparison Approach
The rental data comparison approach uses rental comparables to determine the
continuance rent of the subject property. The comparable rental data are adjusted in

terms of market-specific and property-specific value factors.

[Rental Data Comparison Approach]

Rental Comparable X  Adjustment Factor = Continuance Rent
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Figure 3-1-1 Diagram for Rental Growth in Upward Trend
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Figure 3-1-2 Diagram for Negative Rental Growth in Downward Trend
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Figure 3-2-1 Process of Rent Review and Lawsuit Thereafter
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Figure 3-2-2 Scenario of Prospective Future Cash Flow Stream
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