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l. Overview of Fukuoka REIT Corporation

To Our Unitholders

We would like to express our sincere appreciation to all unithold-
ers for your continued support of Fukuoka REIT Corporation (FRC).

We are pleased to report on the performance results and man-
agement status of FRC for the twenty-ninth fiscal period (September
1, 2018 to February 28, 2019).

FRC was listed in June 2005 and started as Japan'’s first REIT
specializing in regional properties. Since then, we have exhibited con-
sistent growth and achieved stable performance through the support
of our unitholders and sponsor companies.

The business conditions of the Fukuoka and Kyushu area are
expanding moderately.

Consumer spending in the Fukuoka and Kyushu area is increas-
ing moderately, given improvements in the employment and income
environments. Looking ahead, a mild expansion is expected to con-
tinue, although attention should be paid to the impact of the uncer-
tainty about overseas economies and the impact of a labor shortage
on the supply side.

According to the government’s 2019 Land Market Value Publica-
tion announced in March 2019, the commercial land price in Fukuoka
City, the central area of FRC’s investment targets, rose 12.3% year-
on-year. The increase is due to strong demand for real estate proper-
ties used for stores, offices and hotels, backed by an increase in in-
bound tourists, robust corporate activities thanks to the city’s
enhanced support for establishing startups, and other factors. The
figure for residential land also rose 5.3% year-on-year in the light of an
increasing population. As such, the city’s land prices have continued
rising for the seventh consecutive year both for commercial land and
residential land, marking higher rates of increase. Furthermore, the
highest rate of increase in the commercial land price in Japan was
recorded in Naha City, Okinawa, standing at 17.5%.

FRC acquired a hotel in Okinawa, its first investment in the
prefecture, in the 29th fiscal period.

As of December 7, 2018, FRC acquired Tissage Hotel Naha (ac-
quisition price: 2,835 million yen) located in Naha City, Okinawa. Com-
pleted in February 2018, it is a newly-built hotel in Naha City, the center
of Okinawa Prefecture that has become a popular destination for
tourists both from Japan and abroad in recent years and is anticipat-
ed to achieve high growth. The property offers high convenience as it
is approximately a 10-minute drive from Naha Airport and approxi-

mately a 9-minute walk from Asahibashi Station on the Yui Rail, and
features a room composition that can attract leisure demand. The
acquisition has expanded the asset size of FRC to 195.9 billion yen.

Canal City Hakata aims to become an international shopping
center offering the greatest joy in Asia.

Canal City Hakata, the flagship of FRC, launched “Space Invad-
ers Groovy,” the ninth offering of interactive games at Canal Aqua
Panorama. The worldview expressed with a combination of foun-
tains, music, light and images creates experiential value unique to
Canal City Hakata, and provides entertainment not found anywhere
else for both domestic and inbound visitors. The tenth offering was
decided to be a program featuring “EVANGELION” (Japanese man-
ga/anime series) as the theme, and is scheduled to open to the pub-
lic in June 2019. In addition, the Canal City Theater, which attracted
many audiences with the “Little Mermaid” musical last year, presents
the “Lion King” musical again after an interval of approximately ten
years. The musical, which has been loved by a wide-span of genera-
tions, celebrated the 20th anniversary in December 2018 since its
first performance in Japan. What is more, with the Rugby World Cup
games to be held in Japan this year, Fukuoka and other cities in Ky-
ushu have been selected as host cities of several games. The invita-
tion of a sports event on a global scale is expected to bring about
great economic effects on Fukuoka and Kyushu.

Going forward, FRC will continue to exert its strengths as a REIT
specializing in regional properties and quickly respond to market
changes, while receiving support and cooperation from powerful
sponsors leading the Kyushu business world. As we do so, we will
strive to achieve growth of our portfolio in the medium to long term
and secure stable earnings through steady asset management. We
at FRC will also pursue our mission of maximizing unitholder interests
over the medium to long term based on our management philosophy
of “Act Local, Think Global.”

We greatly appreciate your contin-
ued support and cooperation.

Etsuo Matsuyuki
CEO & Representative Director,

Fukuoka REIT Corporation
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I. Overview of Fukuoka REIT Corporation

Profile

@ Status of the Investment Corporation

FRC is Japan's first REIT specializing in regional properties. FRC manages a portfolio centering on retail facilities featuring excel-
lent design and entertainment qualities and superior office buildings throughout all of Kyushu. With a central focus on Fukuoka,
and in Yamaguchi Prefecture and Okinawa Prefecture, we are utilizing our strength of knowing the local characteristics of real
estate, which is a very regional-specific business.

Name: Fukuoka REIT Corporation
Representative: Etsuo Matsuyuki, CEO & Representative Director
Asset manager: Fukuoka Realty Co., Ltd. (Fukuoka Local Finance Branch Bureau (financial instruments) No. 10)

Listed date: June 21, 2005 (Tokyo Stock Exchange, and Fukuoka Stock Exchange)
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THE NISHINIPPON CITY BANK, LTD.
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THE BANK OF THE NISHI-NIPPON Development Bank of Japan Inc. SAIBU GAS CO., LTD.

FUKUOKA, LTD. CITY BANK, LTD.

| ol
rl ° } T
50 % Director

3 B e
o'L!:Je 4 109

director

FUKUOKA JISHO Fukuoka Realty Co., Ltd. Kyushu Electric Power Co., Inc.
CO., LTD. (Note 1) (Asset Manager)
Connecting your dreams
Make Naxt. . .
.!m DENCO l.ghltetsu d? ROYAL
roup

5% 5% 5% 5%

Kyudenko Corporation Nishi-Nippon Railroad Co., Ltd. Kyushu Railway Company ROYAL HOLDINGS Co., Ltd.

(Note 1) Concluded MOU with Fukuoka REIT Corporation and Fukuoka Realty Co., Ltd. concerning pipeline support.

Name: Fukuoka Realty Co., Ltd. Telephone:  +81-92-272-3900
Representative: Etsuo Matsuyuki CEO & Representative Director Established: December 26, 2003
Address: 2-25, 1-Chome, Sumiyoshi, Hakata Ward, Fukuoka City Capital: 200,000,000 yen

Investment type (based on acquisition price)

Investment area (based on acquisition price)

Total leasable floor space = Occupancy rate at end of period
580,665.27 m? 99.7%

*Figures are based on properties owned as of February 28, 2019.
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I. Overview of Fukuoka REIT Corporation I. Overview of Fukuoka REIT Corporation

P Trend of Growth in Asset Size of FRC

@ FRC More than Doubled Asset Size and Diversified Investment Types Since Listing
(mm yen) [ Retail (total acquisition price, left axis) [l Office buildings (total acquisition price, left axis) | Others (total acquisition price, left axis) == Number of investment properties (right axis) =@- Occupancy Rate (right axis) 99.7 (Properties) (%)
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(Aug. 2005) (Feb.2006) (Aug.2006) (Feb.2007) (Aug.2007) (Feb.2008) (Aug.2008) (Feb.2009) (Aug.2009) (Feb.2010) (Aug.2010) (Feb.2011) (Aug.2011) (Feb.2012) (Aug.2012) (Feb.2013) (Aug.2013) (Feb.2014) (Aug.2014) (Feb.2015) (Aug.2015) (Feb.2016) (Aug.2016) (Feb.2017) (Aug.2017) (Feb.2018) (Aug.2018) (Feb.2019)

g Financial Summary

@ Financial Highlights for 29th Fiscal Period and Business Forecasts for @ Dividend Performance

30th and 31st Fiscal Periods

29th fiscal period 30th fiscal period 31st fiscal period - - February 28, 2019
Category (September 1, 2018 to February 28, 2019) (March 1, 2019 to August 31, 2019) (September 1, 2019 to February 29, 2020) 29th fiscal pemd end (semiannual periods ending every February and August) 181 days
G Belee Sy S 29th fiscal period dividend 3,687 yen per unit 4.4% {(Dividend / Days x 365) / Unit price (as of February 28, 2019)}

Operating revenues mm yen 9,242 9,305 9,321 .

q yen
Leasing NOI (Note 1) mm yen 5,591 5,642 5,673 4,000 3,802 3557 5 726 3672 3598 3674 3508 B o1y a0 389 350 5700
Depreciation and amortization expenses mm yen 1,622 1,654 1,666 S 3200 5,356 5,203 3384 3,324 5 puc 5 267 3,201 3,943 3,278 20 8,479 3 308 3,422
Operating income mm yen 3,306 3,311 3,328 3,000 a B
Profit mm yen 2,934 2,929 2,945 2,000 — -
Dividend per unit ven (1) 3,687 - -
Latest dividend forecast per unit yen (2) 3,600 3,680 3,700 1000 |
Difference from forecast yen (1)-(2) +87 - - I I I I I I I I I I I I I I I I I I I I I I I I I I I
(T:t)teerllldr;?rggg of investment units outstanding . 796,000 796,000 796,000

P 2nd 3rd 4th 5th  6th 7th 8th 9th 10th 11th 12th 13th 14th 15th 16th 17th 18th 19th 20th 21st 22nd 23rd 24th 25th 26th 27th 28th 29th 30th 31st

. W anel ! " . - N~ " (Forecast) (Forecast)
(Note 1) “Leasing NOI" is calculated using "Leasing business revenues — Expenses related to leasing business + Depreciation and amortization expenses. et oreest

*FRC implemented a 5-for-1 split of its investment units with March 1, 2014 as the effective date. Dividend per unit indicates the value after the 5-for-1 split.

Figures in parentheses indicate the value before the 5-for-1 split.
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I. Overview of Fukuoka REIT Corporation

I. Overview of Fukuoka REIT Corporation
. . [ ECT WO LR HG(TE Gl FRC has purchased earthquake insurance
P, Portfolio Overview

for all the properties it owns.

insurance

B

Canal City Hakata

_ ™ T = —. g e
Canal City HakataeB Park Place Oita SunLive City Kokura
One of the largest entertainment-type One of the largest entertainment-type A leading retail facility in the Oita area, One of the largest malls in Kitakyushu and A business hotel located walking distance A hotel in Naha City, Okinawa Prefecture A logistics facility located in the Green Alogistics facility among the largest in the
retail facilities in Japan and comprising retail facilities in Japan and comprising providing “park entertainment” for families anchored by a SunLive supermarket from Oita Station and specialized for located a 10-minute car ride from Naha Logistics Park Tosu, operating around the Fukuoka area, with a location featuring
United Cinemas and others Grand Hyatt Fukuoka and others chosen by local consumers lodging to meet business needs Airport. Guestrooms are of sufficient size clock and with three temperature zones traffic convenience and concentration of
and quality to take in leisure demand.

such facilities

i = il (8
Konoha Mall Hashimoto
A community-based retail facility with SunLive

@ Investment Policy
Investment area

i i o
Square Mall Kagoshima Usuki
A retail facility in Kagoshima, designed by

Kumamoto Intercommunity SC

Investment type

60-90%  Fukuoka metropolitan area 40-70%  Retalil
Located along a major arterial road and Located in a new residential area and Approximately 5 km from the Fukuoka Other KyUShU areas 20-50% Office bU”dingS
as its anchor tenant and directly connected to John Jerde who designed Canal City comprising Sports Depo, Golf 5 and comprising BON REPAS supermarket Interchange featuring traffic convenience, 10-30% (including Okinawa and Yamaguchi Others
Hashimoto Station via a pedestrian bridge Hakata and Roppongi Hills Starbucks coffee and Matsumoto Kiyoshi drug store and has good general-purpose capabilities prefectures)
:I Retail -‘ m Retail
o - kel

0-30%  (Hotel, Residence, Logistics and
0-10%  Others

other facilities)
Office Building

1100

Kurume Higashi Kushiwara SC

L i - ! "'
K’s Denki Kagoshima

4 | K a
| - a 2\ d
: . ; : P Fukuok 28] 322
Marinoa City Fukuoka (Marina Side Building) Canal City Business Center Building M etrol:)ollji?ar? Area %
Located on a corner of a heavy-traffic Having a large floor area and tenanted by Located east of Marinoa City Fukuoka An office building expected to exert Istand City U
intersection and comprising Sports Depo an electric appliance store widely and has stable attractiveness through synergy with Canal City Hakata, with 4® i Fukuoka 2
and Golf 5 attracting customers from nearby cities synergy with the Outlet building showroom functions Saga o 2
ita
= H
Office Building Office Building §f5) Office Building ! Nagasaki
" o
Kumamoto
Miyazaki
= ] E— A ; s 5 Kagoshima
Gofukumachi Business Center Sanix Hakata Building Taihaku Street Business Center Higashi Hie Business Center —
An office building facing major arterial A highly-convenient, station-front office Good location along Taihaku-dori Street, a Directly connected to Higashi Hie subway ﬂ Hakata Bay P2
roads Meiji-dori Street and Taihaku-dori building that is a two-minute walk from two-minute walk from Gion subway station station, a two-minute ride to Hakata Station
Street, and directly connected to Hakata Station and ten-minute walk from Hakata Station and three-minute ride to Fukuoka Airport Okinawa
Gofukumachi Station on the city subway
ak:] Office Building Office Building
— \
P AN
Fukuoka Expressway, S 2
. Route T (Loop Line)_~ OkUa = NN
11 N YAHUOKUIDOME Z
- ] - 1 1 . ~ X =T () Fukuoka Airport
Tenjin Nishi-Dori Center Building Tenjin North Front Building Higashi Hie Business Center Il [ . Suoway | 2 Ghari Park
An office building facing Tenjin Nishi-dori A relatively new office building scarce in Direptly connectgd to Higashi Hie subway A tower-type rental cor}domin?um near . — W
Street where commercial facilities are the Tenjin area that features Kyushu’s station, a two-minute ride to Hakata downtown Fukuoka, with traffic conve- ;
concentrated largest integration of urban functions Station and highly recognized for its nience and environment that matches a
excellent business continuity plan (BCP) wide range of generations

Subway
Napakuma
Line

) /‘f@(‘
2, 24 S, A
I Vi

o

A high-quality rental condominium in a

A rental condominium comprised of units

3854
) ; Fukuoka
W Fukuokg &
A large, high-rise (20-story) rental A rental condominium in the Yakuin/Hirao 0 1km o
popular residential area of Fukuoka, mainly for singles and small families to condominium, approximately a seven-min- area that is popular among younger
featuring traffic and living convenience match the local characteristics ute walk from Tenjin subway station

/‘S.sslq/ay
X 2 =
generations and has plentiful bus networks

L 8]

Rg\ﬁea (LooP
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I. Overview of Fukuoka REIT Corporation

Sustainability

@ Supported Initiatives
Signatory of: o

Signing of the PRI and PFA21 as of September 2018 o0
()

| | Principles for PFA21
[ | | Responsible Principles for Financial
[ 11| Investment Action for the 21st Century

@ Initiatives of the 29th fiscal period

II. Semiannual Report

Overview of Asset Management

1. Changes in operating results and financial position

25th fiscal periodnees)  26th fiscal period
(September 1, 2016 to (March 1, 2017 to

27th fiscal period
(September 1, 2017 to

28th fiscal period
(March 1, 2018 to

29th fiscal period

Fiscal Period (September 1, 2018 to

o]

On March 25, 2019, the company once again obtained DBJ Green Building certification from the Development Bank -l_;

of Japan Inc. The ranking was raised from 4 star to 5 stars in recognition of the following points that were rated posi- Al

tively for Canal City Hakata and Canal City Hakata*B. V -
Working to reduce environmental load through energy and resource conservation ‘g »

Consideration given to the diversity and comfort of the visitors
Consideration given to disaster prevention, crime prevention measures, greening, biodiversity, etc.

@ External evaluation

Received the ratings of “Green Star”

DBJ Green Building

M e a aa s
el ™ \._.-’f}\.\_.-‘{.z

This is a system in which a third party evaluates and
announces the energy-conservation performance
of non-residential buildings based on the “Guide-

and “4 stars” in the first time partici-
pation of GRESB 2018.

(based on total floor space)

w . .
2\ lines for Evaluation of Energy
=0 Conservation Performance
" ¥ 68.7% of Non-residential Buildings

(2013)". Four properties owned
Cl R E S B by Fukuoka REIT Corporation
2018 were certified.

Certified on August 28, 2018, as a “Fukuoka ‘Work Style Reform’ Promotion Company”
under an initiative aimed at promoting work style reforms at companies in Fukuoka City.

Points recognized included implementation of campaigns such as “no overtime promotion
month”, encouraging employees to take annual paid holidays, helping employees to balance
childrearing and work, simplification or elimination of internal documents, review of meeting
durations etc.

@ Governance System

Fukuoka Realty has established a Basic policy on Compliance, as well as compliance regulations and other internal rules to
prevent conflicts of interest. We conduct conflict of interest risk management pertaining to our dealings with stakeholders in an
appropriate manner based on the abovementioned rules and regulations with preliminary assessment carried out by the Com-
pliance Department general manager and deliberations conducted by the Compliance Assessment Committee (consisting of the
Compliance Department general manager and three outside experts).

Proposals by responsible department Third-party assessment by external experts

Real estate appraisals Japan Real Estate Institute
The Tanizawa Sogo Appraisal Co., Ltd.
Daiwa Real Estate Appraisal Co., Ltd,

Inspection by Compliance Department general manager

Deliberations by the Investment Management Committee Market reports Analysis on trade areas and competition situation
Adequate rent levels, etc.

Deliberations/resolution by the Compliance Assessment Committee R ' '
Engineering reports  Law abidance and earthquake resistance

. L . . Check of soil contamination, toxic substance and
Resolution/decision-making report by Board of Directors use status
Replacement market price, expenses for long-term

Fukuoka REIT Corporation Board of Executive Officers maintenance and repairs, fc.
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(unit) February 28, 2017) August 31, 2017) February 28, 2018) August 31, 2018) February 28, 2019)
Operating revenues mm yen 9,730 8,122 8,194 9,178 9,242
[Leasing business revenues] mm yen [8,072] [8,117] [8,194] [9,178] [9,242]
Operating expenses mm yen 5,145 5,202 5,228 5,940 5,936
[Expenses related to leasing business] mm yen [4,517] [4,593] [4,614] [5,287] [5,274]
Operating income mm yen 4,585 2,920 2,965 3,238 3,306
Ordinary income mm yen 4,199 2,562 2,624 2,861 2,935
Profit @  mmyen 4198 2,556 2,623 2,860 2,934
Total assets (b)  mmyen 175,063 178,063 177,283 193,112 195,433
[Change from previous period] % [(2.5)] 1.7 [(©.4)] [8.9] [1.2]
Net assets ©  mmyen 93,681 93,699 93,766 101,799 101,874
[Change from previous period] % [1.7] [0.0] [0.1] [8.6] [0.1]
Unitholders’ equity (Note 3) mm yen 91,142 91,142 91,142 98,938 98,938
Total number of investment @ i 747,000 747,000 747,000 796,000 796,000
units outstanding ' ' ) ) )
Net assets per unit ©/d)  ven 125,410 125,434 125,524 127,888 127,982
Total dividend €  mmyen 2,538 2,556 2,623 2,860 2,934
Dividend per unit €/d  yen 3,398 3,422 3,512 3,593 3,687
[Earnings dividend per unit] yen [3,398] [3,422] [3,512] [3,593] [3,687]
[Dividend in excess of earnings per unit] yen - - - ! [
Ratl ofordinary come 1010l e 24148 15129 15[3.0] 15 [3.1] 15 [3.0]
Return on net assets Noted) % 459.1] 2764 2.85.6] 2958 2958
Ratio of net assets to total )
— (©)/(b) % 53.5 52.6 52.9 52.7 52.1
[Change from previous period] % [2.2] [(0.9)] [0.3] [(0.2)] [(0.6)]
Payout ratio (Noted) % 60.5 100.0 100.0 100.0 100.0
[Other reference information]
Number of investment )
properties (atend ofperiod) properties 25 26 26 28 29
Total leasable floor space ? 523,817.31 548,564.96 548,564.93 576,907.98 580,665.27
(at end of period)
eI % 99.4 99.8 99.6 99.6 99.7
(at end of period)
Depreciation and amortization
expenses mm yen 1,455 1,474 1,500 1,602 1,622
Capital expenditures mm yen 1,789 741 600 657 947
Leasing NOI (Note 4) mm yen 5,010 4,998 5,079 5,493 5,591
Days in fiscal period days 181 184 181 184 181

(Note 1) Consumption tax is not included in operating revenues, etc.
(Note 2) In the above table, monetary amounts are rounded down to the nearest specified unit and percentage figures are rounded off to one decimal place.

(Note 3) No c‘onﬁiderzfattion has been given to the change in unitholders’ equity due to distribution of dividend in excess of earnings that came from reserve for temporary difference adjustments. The same shall
apply hereafter.

(Note 4) The indicators are calculated by using the following methods. Furthermore, the figures in square brackets represent annualized value based on the number of days in each fiscal period.

Ordinary income / average total assets
Average total assets = (Total assets at beginning of period + total assets at end of period) / 2

Profit / average net assets
Average net assets = (Net assets at beginning of period + net assets at end of period) / 2

Dividend per unit (excluding dividend in excess of earnings) / profit per unit
Profit per unit = Profit / total number of investment units outstanding

Leasing NOI Leasing business revenues — expenses related to leasing business + depreciation and amortization expenses

Ratio of ordinary income to total assets

Return on net assets

Payout ratio

(Note 5) For the 25th fiscal period, profit amounted to 4,198 million yen as a result of recording 1,657 million yen from gain on sales of real estate. However, because 1,660 million yen in reserve for
temporary difference adjustments was reversed, the total dividend obtained by deducting the amount of the reserve for temporary difference adjustments from unappropriated surplus of 4,199 million
yen came to 2,538 million yen. The payout ratio after taking into account the reversal of the reserve for temporary difference adjustments stands at 100.0%.

FUKUOKA REIT CORPORATION 8



Il. Semiannual Report

Overview of Asset Management

2. Management assessment

Fukuoka REIT Corporation (hereinafter “FRC”) was established on July 2, 2004 based on the “Act on Investment Trusts and
Investment Corporations” (Act No. 198 in 1951 including later revisions, hereinafter the “Investment Trusts Act”) and listed on
the Tokyo Stock Exchange, Inc. and the Fukuoka Stock Exchange on June 21, 2005 as the nation’s first real estate investment
trust specializing in regional properties (code number: 8968). FRC invests in real estate throughout Kyushu (including Okinawa
Prefecture), with a central focus on Fukuoka City, and Yamaguchi Prefecture (hereinafter the “Fukuoka and Kyushu areas”) by
using expertise in regional characteristics, a strength in the real estate industry.

FRC started asset management activities on November 9, 2004 after acquisition of four properties such as Retail in Canal
City Hakata (excluding some areas of specialty shops, hotels, theaters, offices and common space), a commercial complex
where specialty shops, cinema complex, theaters, amusement facilities, hotels and offices are integrally developed (hereinafter
“Canal City Hakata”). As of the end of the 29th fiscal period (February 28, 2019), FRC manages a total of 29 properties
comprising 11 Retail, 8 Office buildings and 10 Others.

During the fiscal period under review (the 29th fiscal period), the Japanese economy showed a modest recovery despite
weakness seen recently in exports and production in some areas. Looking ahead, with the employment and income
environment continuing to improve, the economy is expected to continue recovering moderately due to various political
measures proving effective, among other factors, although weakness will remain in certain areas for some time.

In the Fukuoka and Kyushu area, the core investment target area for FRC, the economy is expanding moderately. With
regard to the outlook, a mild expansion is expected to continue, although attention should be paid to the impact of the
uncertainty of overseas economies and the impact of a labor shortage on the supply side, among other factors.

As for land price trends, the average rate of change for residential land price rose for the second consecutive year while
the figure for commercial land price and the combined average for residential and commercial land price rose for the fourth
consecutive year, all on a national average basis, according to the 2019 Land Market Value Publication. Meanwhile in Fukuoka
City, the central area of FRC's investment targets, land prices continued rising for seven consecutive years, up 12.3% year-on-
year for commercial land and up 5.3% year-on-year for residential land, marking higher rates of increase.

Under such circumstances, FRC acquired Tissage Hotel Naha on December 7, 2018. Completed in February 2018, Tissage
Hotel Naha is a newly-built hotel located in Naha City, Okinawa Prefecture, which is anticipated to achieve high growth.

As for existing properties, FRC continued its efforts to reinforce competitive advantages and customer drawing ability at
Canal City Hakata and other major retail properties, and focused on maintaining and increasing the occupancy rate of its
owned properties. As a result of these endeavors, the average occupancy rate of all properties FRC owns was 99.7% at the
end of the 29th fiscal period.

When analyzing FRC’s portfolio (on an acquisition price basis) as of the end of the 29th fiscal period by investment target
area, the investment ratio in the Fukuoka metropolitan area accounted for 77.2%; when analyzing by property type, Retalil,
Office buildings, and Others accounted for 59.2%, 26.9% and 13.9%, respectively.

In the 29th fiscal period, FRC conducted refinancing while raising new funds by utilizing the commitment line to procure
2,000 million yen in short-term debt as funds for the acquisition of the above-mentioned property and other purposes.
FRC refinanced the short-term debt into long-term debt during the fiscal period. As a result, the balance of its interest-
bearing debt outstanding (including investment corporation bonds) at the end of the period totaled 77,500 million yen,
with the loan-to-value ratio (ratio of interest-bearing debt (including investment corporation bonds) to total assets) at
39.7% and the ratio of fixed-interest rate debt (ratio of interest-bearing debt with fixed interest rates (including investment
corporation bonds) to total interest-bearing debt) at 90.2% as of the same date.

Going forward, FRC will continue its endeavors to reduce refinancing risks by dispersing debt repayment dates and
extending debt duration. At the same time, FRC will work to mitigate risks of rising interest rates by shifting to fixed-
interest rate borrowings and through other measures.
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Moreover, the credit ratings assigned to FRC as of the end of the 29th fiscal period are as follows:

Credit Rating Agency Rating Type Rating Rating Outlook
Rating and Investment Information, Inc. (R&) Issuer Rating A+ Stable
Japan Credit Rating Agency, Ltd. (JCR) Long-term Issuer Rating AA- Stable

As a result of these management efforts, operating revenues totaled 9,242 million yen and operating income after excluding
operating expenses such as expenses related to leasing business and asset management fees totaled 3,306 million yen.
Ordinary income was 2,935 million yen and profit amounted to 2,934 million yen. Management decided to make a dividend of
3,687 yen per investment unit to meet the requirements of special tax measures for an investment corporation (as stipulated
in Article 67-15 of the Act on Special Measures Concerning Taxation of Japan [Act No. 26 in 1957 including later revisions]).
Under this law, an investment corporation is allowed to deduct the maximum amount of dividends paid to investors from its
taxable income.

3. Change in the number of investment units issued

Changes in unitholders’ capital from the incorporation of FRC to the end of the 29th fiscal period are as follows:

Number of investment units Unitholders’ capital
Date ltem issued (units) (mm of yen) Remarks
Increase Balance Increase Balance
July 2, 2004 Established through private placement 250 250 125 125 (Note 1)
November 8, 2004 | Additional issue of investment units through private offering 82,800 83,050 41,400 41,525 (Note 2)
June 20, 2005 Additional issue of new investment units through public offering 7,000 90,050 5,944 47,469 (Note 3)
July 21, 2005 Additional issue of new investment units through third-party allotment 2,000 92,050 1,698 49,167 (Note 4)
September 7, 2006 | Additional issue of new investment units through public offering 15,000 107,050 11,096 60,264 (Note 5)
March 1, 2011 Additional issue of new investment units through public offering 16,000 123,050 8,913 69,177 (Note 6)
March 1, 2013 Additional issue of new investment units through public offering 14,950 138,000 10,263 79,441 (Note 7)
March 1, 2014 Split of investment units 552,000 690,000 - 79,441 (Note 8)
April 27, 2015 Additional issue of new investment units through public offering 57,000 747,000 11,701 91,142 | (Note 9)
March 1, 2018 Additional issue of new investment units through public offering 49,000 796,000 7,795 98,938 | (Note 10)

(Note 1) FRC was established with an issue of investment units at 500,000 yen per unit.

(Note 2) New investment units were issued through private offering at the issue price of 500,000 yen per unit for the purpose of procuring funds for acquiring new properties, etc.

(Note 3) New investment units were issued through public offering at the issue price of 880,000 yen per unit (purchase price of 849,200 yen) for the purpose of procuring funds for acquiring new properties, etc.
(Note 4) New investment units were issued through third-party allotment at the purchase price of 849,200 yen per unit.

(Note 5) New investment units were issued through public offering at the issue price of 766,360 yen per unit (purchase price of 739,772 yen) for the purpose of procuring funds for acquiring new properties, etc.
(Note 6) New investment units were issued through public offering at the issue price of 576,083 yen per unit (purchase price of 557,078 yen) for the purpose of procuring funds for acquiring new properties, etc.
(Note 7) New investment units were issued through public offering at the issue price of 710,580 yen per unit (purchase price of 686,529 yen) for the purpose of procuring funds for acquiring new properties, etc.
(Note 8) FRC implemented a 5-for-1 split of its investment units.

(Note 9) New investment units were issued through public offering at the issue price of 212,257 yen per unit (purchase price of 205,290 yen) for the purpose of procuring funds for acquiring new properties, etc.
(Note 10) New investment units were issued through public offering at the issue price of 164,414 yen per unit (purchase price of 159,102 yen) for the purpose of procuring funds for acquiring new properties, etc.

[Changes in market price of investment certificates]

The highest and lowest (closing price) market prices on the Real Estate Investment Trust Section of the Tokyo Stock
Exchange, Inc., on which FRC’s investment certificates are listed, in each fiscal period are as follows:

25th fiscal period 26th fiscal period 27th fiscal period 28th fiscal period 29th fiscal period

Fiscal period (September 1, 2016 to (March 1, 2017 to (September 1, 2017 to (March 1, 2018 to (September 1, 2018 to
February 28, 2017) August 31, 2017) February 28, 2018) August 31, 2018) February 28, 2019)

Highest 192,000 yen 182,800 yen 183,400 yen 177,600 yen 176,100 yen

Lowest 169,000 yen 162,100 yen 157,500 yen 162,600 yen 159,900 yen
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4. Results of dividend, etc.

With respect to the dividend (excluding dividend in excess of earnings) for the 29th fiscal period, FRC determined to distribute
the whole unappropriated surplus (except for the fraction amount, which is the dividend per unit of less than 1 yen) to be eligible
for special tax measures for an investment corporation (as stipulated in Article 67-15-1 of the Special Taxation Measures Act)
that allow FRC to deduct the maximum amount of earmnings dividend from its taxable income. Accordingly, dividend per unit for
the fiscal period was 3,687 yen.

(thousands of yen)
25th fiscal period 26th fiscal period 27th fiscal period 28th fiscal period 29th fiscal period
Fiscal period (September 1, 2016 to (March 1, 2017 to (September 1, 2017 to (March 1, 2018 to (September 1, 2018 to
February 28, 2017) August 31, 2017) February 28, 2018) August 31, 2018) February 28, 2019)
Profit 4,198,931 2,556,294 2,623,635 2,860,088 2,934,877
Unappropriated surplus 4,199,108 2,556,515 2,623,917 2,860,542 2,935,391
Undistributed earnings 221 281 453 514 539
Total dividends 2,538,306 2,556,234 2,623,464 2,860,028 2,934,852
[Dividend per unit] [3,398 yen] [3,422 yen] [3,512 yen] [3,593 yen] [3,687 yen]
Earnings dividends 2,538,306 2,556,234 2,623,464 2,860,028 2,934,852
[Earnings dividend per unit] [3,398 yen] [3,422 yen] [3,512 yen] [3,593 yen] [3,687 yen]
Contribution refund - - - - =
[Contribution refund per unit] - - H = =

Of the contribution refund,
distribution of the reserve
for temporary difference _ _

adjustments ]
(Of the contribution refund per unit,
distribution per unit of the reserve for
temporary difference adjustments)

Of the contribution refund,
distribution through the
reduction in unitholders’
caPitaI for tax purposes . - -
(Of the contribution refund per unit, [_] [_] [_] [_] [_]
distribution per unit through the
reduction in unitholders’ capital for
tax purposes)

5. Future portfolio management policy and vital issues

FRC will further reinforce management and leasing capabilities by cooperating with property management companies
including sponsor companies, and secure and maintain the stable operation of the properties by making the most use of their
advantages.

FRC will continue to make investments based on the basic policy stipulated in its Articles of Incorporation and its basic
philosophy: focusing on “specialized areas in which FRC can demonstrate its competitive edge” that are in “high growth
potential markets.” By geographic location, of the Fukuoka and Kyushu areas, FRC will invest 60% to 90% of its assets in the
Fukuoka metropolitan area, since the Fukuoka metropolitan area is expected to have a high population growth rate in the future.
In addition to the Fukuoka metropolitan area, management has decided to actively acquire properties in major cities, if there are
regions or properties where FRC can generate investment merits through its knowledge of the local land. FRC will acquire high
quality properties through use of its advantages, such as information gathering ability in the areas, good knowledge of regional
properties and close relations with the local business community and governments, so that investors can continue to invest in

FRC with assurance.

Moreover, on March 28, 2019, partial amendments were made to the investment ratio in the investment policy, as described
below, in order to allow FRC to more flexibly investigate investments in excellent properties of investment types other than retalil
facilities — office buildings and others (hotels, residential properties, logistics facilities and public facilities, etc.) — for the purpose
of securing stable earnings over the medium to long term and achieve steady growth of its investment assets.

Use Before amendments After amendments Investment Target
Retail 60~80% 40~70% Urban, regional and community facilities
Office buildings 20~40% 20~50% Class A properties, sale and leaseback
Others 0~20% 0~30% Hotels, residential properties, logistics facilities and public facilities, etc.
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Meanwhile, FRC will build stronger relationships with financial institutions to realize stable fundraising and try to maintain a solid
financial structure.

6. Significant events that have occurred after the end of the 29th fiscal period

No relevant items.

Overview of the Investment Corporation

1. Summary of unitholders’ capital

Eae 25th fiscal period 26th fiscal period 27th fiscal period 28th fiscal period 29th fiscal period

p as of February 28, 2017 as of August 31, 2017 as of February 28, 2018 as of August 31, 2018 as of February 28, 2019
Total number of authorized 10,000,000 units 10,000,000 units 10,000,000 units 10,000,000 units 10,000,000 units
investment units

Total number of investment units 747,000 units 747,000 units 747,000 units 796,000 units 796,000 units
outstanding

Number of unitholders 10,259 10,190 9,897 10,499 10,478

2. Matters related to investment units
The following table sets forth the major unitholders of FRC as of February 28, 2019.

Percentage of total number of

LI Investmert units held (nit) investment units outstanding (%) (Note)
Japan Trustee Service Bank, Ltd. (Trust account) 162,657 20.43
The Master Trust Bank of Japan, Ltd. (Trust account) 84,761 10.64
Fukuoka Jisho Co., Ltd. 68,075 8.55
The Nomura Trust and Banking Co., Ltd. (Investment trust account) 31,595 3.96
Trust & Custody Service Bank, Ltd. (Securities investment trust account) 22,645 2.84
Mizuho Trust & Banking Co., Ltd. 13,506 1.69
NORTHERN TRUST CO. (AVFC) RE HCROO 12,631 1.58
STATE STREET BANK WEST CLIENT — TREATY 505234 11,700 1.46
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. 11,626 1.46
MetLife, Inc. 11,217 1.40

Total 430,413 54.07

(Note) Percentage of total number of investment units outstanding is rounded down to the nearest specified unit.
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3. Matters related to directors

Total fee for each title for the

Title Name of directors, etc. Major concurrent assignments 29th fiscal period
(thousands of yen) (Note 2)
CEO and Representative Director Etsuo Matsuyuki 850 E{Zjd Representatve Director, Fukuioka Really 6,000
Hiroyasu Shindo Representative Council, Shindo Law Firm
Supervisory Directors Representative Partner, Kawasho Authorize 3,600

K Accountant Office

PricewaterhouseCoopers
Aarata LLC - 9,000

(Note 1) The CEO and Representative Director and Supervisory Directors do not possess investment units of FRC under their own name or under another person’s name. Although there are cases where the
Supervisory Directors may be directors of companies other than those stated above, none of the companies or those stated above have vested interest in FRC.

(Note 2) The fees for the CEO and Representative Director and Supervisory Directors are the amounts paid to them in the 29th fiscal period, and the fee to the Independent Auditor is the amount payable to it
(estimate) for audits pertaining to the 29th fiscal period.

Independent Auditor

FRC will review at its Board of Directors meetings decisions regarding the dismissal of the Independent Auditor in accordance
with the provisions of the Investment Trusts Act, and review decisions not to reappoint the Independent Auditor following the
comprehensive consideration of the audit quality, audit fee and other various conditions.

4. Names of asset management company, asset custodian and general
administrators as of the end of the 29th fiscal period

The following table sets forth the asset management company, asset custodian and general administrators of FRC as of
February 28, 2019.

Category of entrustment Name
Asset Management Company Fukuoka Realty Co., Ltd.
Asset Custodian Mitsubishi UFJ Trust and Banking Corporation
General Administrator (accounting matters, etc.) Mitsubishi UFJ Trust and Banking Corporation
General Administrator (administration of unitholders’ list) Sumitomo Mitsui Trust Bank, Limited
General Administrator (administration of investment corporation bonds registry) Sumitomo Mitsui Banking Corporation
General Administrator (administration of investment corporation bonds registry) Mizuho Bank, Ltd.
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1. FRC’s asset structure

28th fiscal period 29th fiscal period
as of August 31, 2018 as of February 28, 2019
Type of asset Use (ﬁgi) Total value of Percentage of Total value of Percentage of
properties held total assets properties held total assets
(mm of yen) (Note 2) (%) (Note 3) (mm of yen) (Note 2) (%) (Note 3)
Fukuoka metropolitan area 75,833 39.3 75,889 38.8
Retalil
Other Kyushu areas 36,889 191 36,698 18.8
Real estate Tust Offce buldins Fukuoka metropolitan area 46,357 24.0 46,035 23.6
beneficiary interest 9 Other Kyushu areas _ _ _ _
Fukuoka metropolitan area 20,639 10.7 20,537 10.5
Others
Other Kyushu areas 2,632 1.4 5,554 2.8
Deposits and other assets 10,759 5.6 10,717 B
193,112 100.0 195,433 100.0
Total amount of assets (Note 4) [182,465] [94.5] [184,723] [94.5]

(Note 1) “Fukuoka metropolitan area” refers to cities, towns and villages where 10% or more of the population commute to Fukuoka City for school and work, according to the 2015 census, which states “the
number of workers and students aged 15 years or older (students including those aged 14 years or younger: particular reference) commuting between their homes and places of work or school” conducted
by Fukuoka City and the Statistics Bureau of the Ministry of Internal Affairs and Communications. “Other Kyushu areas” refers to the Fukuoka and Kyushu area excluding the Fukuoka metropolitan area.

(Note 2) “Total value of properties held” is based on the value on the balance sheet (the value of real estate trust beneficiary interest is the book value after depreciation).

(Note 3) Concerning the “Percentage of total assets,” the numbers are rounded off to one decimal place. The total of individual percentages in the above table may not equal 100%.

(Note 4) Figures in square brackets for “Total amount of assets” refer to the value and percentage of real estate held in effect to the total amount of assets.

2. Major assets owned by FRC

The following is an overview of the major assets (top ten properties on a book value basis) owned by FRC as of February 28,
2019.

Book value  Total leasable floor Total leased floor ~ Occupancy rate RlezU

Y G g T T ) (mim of en) space (m) space (m) (%) (Note 2) ré%if]iﬂgsb&s)i&ﬁf& U
Canal City Hakata 30,107 46,604.75 46,604.75 100.0 14.0 Retail
Canal City Hakata-B 29,139 68,827.77 68,137.75 99.0 17.5 Retail
Park Place Oita 19,557 113,834.22 113,559.44 99.8 12.7 Retail
Canal City Business Center Building 13,226 23,031.01 23,031.01 100.0 6.9 Office buildings
Konoha Mall Hashimoto 10,197 22,121.03 22,121.03 100.0 9.1 Retail
Gofukumachi Business Center 9,036 19,905.34 19,905.34 100.0 5.8 | Office buildings
LOGICITY Minato Kashii 7,897 43,233.72 43,233.72 100.0 | Undisclosed (Note 4) Others
Taihaku Street Business Center 5,995 14,677.30 14,545.78 99.1 3.3 Office buildings
SunLive City Kokura 5,628 61,450.22 61,450.22 100.0 3.1 Retail
Marinoa City Fukuoka (Marina Side Building) 5,455 33,069.82 33,069.82 100.0 1.9 Retail
Total 136,241 446,755.18 445,658.86 99.8 - -

(Note 1) The properties listed above are owned in the form of trust beneficiary interest.

(Note 2) “Occupancy rate” refers to the percentage of leased floor space to leasable floor space and the numbers are rounded off to one decimal place.

(Note 3) “Percentage of total leasing business revenues” is rounded off to one decimal place.

(Note 4) The figures are not disclosed as no consent to disclosure has been obtained from the tenants.
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3. Details of real estate properties in the portfolio
The following table provides details of the real estate properties owned by FRC as of February 28, 2019.

Period-end

Real estate property name Location O\Ev%rgr]s%];p flT;);?ISIS:g:t()rlni) ?E%E;gj) B%?g[‘;é?fe Real estate appraiser
(Note) (mim of yen)
Canal City Hakata \e\lazr%i 1F —ljcfu%ngg,csi;miyoshi, Hakata Trustintf[gpgitciary 46.604.75 32,000 30,107 (T)z(i)riizl_at\(/jv? Sogo Appraisal
Canal City Hakata-B \il;rd1 -FCLTISurQEéSCl:tTWOShL Hakata TrustintigP:;itciary 68.827.77 30,000 29139 (T)%riizljat\(/jv? Sogo Appraisal
Park Place Oita b gy oen Dot 02 TusLDOnefIcary | 41383422 | 19,800 | 19557 | Japan Real Estate Insiute
SunLive City Kokura ;ngraf\AEg%maﬁfﬁt'aﬁ;ﬁ:ﬁ&y Tr“Sti n?g’r‘::tdary 61,450.22 8,340 5,628 | Japan Real Estate Institute
Konoha Mall Hashimoto 3\/75&%{, ﬁﬂ%f:’c'?;smm“o' Nishi Trusfnt;gp:jtdary 2012103 | 10600 | 10197 (T:f)”'ﬁga Sogo Appraisal
Square Mall Kagoshima Usuki él&BKigf)Zﬁlmmea Usuki, Kagoshima Tr“Sti n?:?:;‘tdary 14,602.88 5,620 4,411 | Japan Real Estate Institute
Kumamoto Intercommunity SC \1Na?r d1, ;Sn:g];o fgé?g/o Higashi- Trustintigpee;‘itciary 6,968.66 2,860 2,005 | Japan Real Estate Institute
Hanahata SC QWQF% iljckrsjgrgaebl;l;nahata, Minami Trustintigpee;itciary 2.801.15 1.250 990 (T)?)r.],izft\gé Sogo Appraisal
Kurume Higashi Kushiwara SC g@y'ﬁuiiggfgi Kushiwara, Kurume Trustmt;gP:;‘itciary 6,467.80 2,790 2,075 I)?)r.],izli\g.a Sogo Appraisal
K's Denki Kagoshima §a1g i,sgi(r)s:i»cho, Kagoshima City, Trustint;gr;g;‘itciary 7.296.17 3.710 3,019 (T)?)h’izli\év? Sogo Appraisal
IE\S/Ijlrér;r(])S)City Fukuoka (Marina Side ; Ski(?k aZécithyome, Odo, Nishi Ward, Trustinlig?ee;itciary 33.069.82 6,060 5,455 I}?)r.],izli\c/jv? Sogo Appraisal
Retail sublotal: 38404447 | 123030 | 112,587
Canal Gty Business Center Bulding | 4,2% Lo Sumbosh Fketa Trustoonefioany | 9303101 | 15800 | 13226 Ef)”'ﬁga Sogo Appraisal
Gofukumachi Business Center " rL?'FEﬁB‘(jki"é‘i‘t‘;“m“h" Hakata Tr“Sti n?:?:;‘tdary 1990534 | 14,300 9,036 (T;)”'ﬁga Sogo Appraisal
Sanix Hakata Building e e IS0 rust poneficany | 6,203.75 5,080 3845 | Japan Real Estate Institute
Taihaku Street Business Center guﬂ o(igkgi?;omachi, Hakata Ward, Trusti nt;gp:;itciary 14,677.30 8,410 5,995 | Japan Real Estate Institute
Higashi Hie Business Center \1N§r d?_FCuhk(LrEEé }éﬁ; shi e, Hakata Trustmt;gP:;‘itciary 13,614.59 7,580 4,505 E?,izﬁgé Sogo Appraisal
Tenjin Nishi-Dori Center Building ?uiﬁofaccr:fyme Tenjin, Chuo Ward, Trusti nt;g?:sﬂtciary 3,339.32 3,100 2,694 | Japan Real Estate Institute
Tenjin North Front Building ‘F‘ﬁééfé‘ifyme' Tenin, Ghwo Ward, | Trust Beneficary | 5 5 41 3,900 2,543 | Japan Real Estate Institute
Higashi Hie Business Center I . }hﬁi‘;ﬂ;b’?{ygasm Hie Hakata | Trust benefiany | 6,914.77 4,440 4187 Ef)”'ﬁ‘ga Sogo Appraisal
Office buildings subtotal: 92,328.49 63,510 46,035
Amex Akasakamon Tower 4W§r§ ﬁjf‘u%rg:b'}fjizur“' Chuo Tr“Sti n?:?:;‘tdary 4,821.25 1840 1720 ggm sRa?aéoEStEttg
Ciy House Keyaki Do s, oy | et | 271086 | 1,140 927 | poorasal Go. 116
Aqualia Chihaya \3;\/; rfj', Eﬂ%ﬁ:‘;&ihaya’ Higashi Trusti nt;gp:;itciary 5,619.69 1,720 1,206 | Japan Real Estate Institute
D-Wing Tower \}\/(Jal-%fysé@réi;n%igaimyo, Chuo Trustmt;gp:;‘itciary 7.187.59 3,560 2710 I)?)r.],izljat\g? Sogo Appraisal
Granfore Yakuin Minami " r%?’Flﬁ';‘;r;%i;”a"' Chuo Tr“Sti n?g?gs‘c‘tdary 2.496.06 1310 1126 (T)f)”'ﬁga Sogo Appraisal
Hotel FORZA Oita gi't;%:t:mme' Chuo-cho, Oita Trusfnﬁg’r‘::tc‘ary 5,785.44 1820 1433 | Japan Real Estate Institute
Tissage Hotel Naha 2) ?qr:a \Ai;chome, Nishi, Naha City, Trustint;gpgitoiary 3.758.76 3,030 2,924 I)E(i)r.],izli\(/jvé Sogo Appraisal
Tosu Logistics Center }ngg{';ﬁé’;gﬁimekata'c“o Aa, Tr“Stmtig’r‘::tCiary 4,173.29 1430 1195 | Japan Real Estate Institute
LOGICITY Minato Kashii ﬁi'gési'fv'\‘;;%f'F“Lj"‘(ﬁfffa'(gi;h"' rust boneficany | 43,933.72 8,880 7,897 Ei”'zﬁga Sogo Appraisal
oo | SSsi e e | T | sy | s | s | s
Others subtotal 10420231 | 29,980 | 26,00
Total 580,665.27 | 216,520 | 184,715

(Note) "Period-end appraisal value” refers to the evaluation value based on appraisals by a real estate appraiser in conformity with the method and standards for asset evaluation stipulated in FRC's Articles of Incorporation

and rules stipulated by The Investment Trusts Association, Japan.
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28th fiscal period
(March 1, 2018 to August 31, 2018)

29th fiscal period
(September 1, 2018 to February 28, 2019)

el esae pOPery 1AMe. s ot oyt 1 530, PSR s ot o gyt N2 280 s
at er(]ﬁo(:g l?](;l’lod at(ﬁz])d(ﬁgfeeg;)d during period business revenues at e?l\(]jo(:g qe)zrlod at(s/;d(ﬁgfeeg;)d during periods business revenues
(mm of yen) (%) (Note 4) (mm of yen) (%) (Note 4)
Canal City Hakata 1 [50] 99.9 1,256 13.7 1[49] 100.0 1,294 14.0
Canal City Hakata-B 1 [47] 99.0 1,576 17.2 1 [46] 99.0 1,618 17.5
Park Place Oita 1 [104] 99.8 1,207 13.2 1 [104] 99.8 1,178 12.7
SunLive City Kokura 1 100.0 292 3.2 1 100.0 289 3.1
Konoha Mall Hashimoto 1 [127] 100.0 838 91 1[127] 100.0 838 9.1
Square Mall Kagoshima Usuki 12 100.0 257 2.8 12 100.0 258 2.8
Kumamoto Intercommunity SC 2 100.0 90 1.0 2 100.0 90 1.0
Hanahata SC 2 100.0 40 0.4 2 100.0 4 0.4
Kurume Higashi Kushiwara SC 1 100.0 88 1.0 1 100.0 88 1.0
K's Denki Kagoshima 1 100.0 111 1.2 1 100.0 111 1.2
Marinoa City Fukuoka (Marina Side Building) 1 100.0 177 1.9 1 100.0 178 1.9
Retail subtotal: 24 [348] 99.8 5,937 64.7 24 [346] 99.7 5,986 64.8
(Note 2) (Note 2)
Canal City Business Center Building 1 [61] 99.1 633 6.9 1 [62] 100.0 633 6.9
Gofukumachi Business Center 35 100.0 544 5.9 85 100.0 537 58
Sanix Hakata Building 16 100.0 201 2.2 16 100.0 199 2.2
Taihaku Street Business Center 1 [67] 98.2 300 33 1[69] 99.1 306 33
Higashi Hie Business Center 1 [25] 100.0 338 37 1 [25] 100.0 336 3.6
Tenijin Nishi-Dori Center Building 1 100.0 86 0.9 1 100.0 86 0.9
Tenijin North Front Building 11 100.0 143 1.6 11 100.0 140 1.5
Higashi Hie Business Center Il 2 100.0 167 1.8 2 100.0 165 1.8
Office buildings subtotal: 68 ([NQOE% 99.5 2,415 26.3 68 ([502;;) 99.9 2,405 26.0
Amex Akasakamon Tower 1 [64] 93.7 66 0.7 1 [66] 98.8 68 0.7
City House Keyaki Dori 1 [40] 95.5 37 0.4 1 [40] 95.6 38 0.4
Aqualia Chihaya 1 [103] 98.6 60 0.7 1 [104] 99.3 59 0.6
D-Wing Tower 1 [131] 95.1 116 1.3 1 [131] 95.0 114 1.2
Granfore Yakuin Minami 1 [94] 95.0 38 0.4 1[97] 98.0 37 0.4
Hotel FORZA Oita 1 100.0 63 0.7 1 100.0 63 0.7
Tissage Hotel Naha - - - - 1 100.0 39 0.4
Tosu Logistics Center 1 1000 |Undisciosed | Undisciosed 1 1000 |Undisciosed - Undisclosed
LOGICITY Minato Kashii 2 100.0 U”d'SC(,L?)féeg U”d'sfh'gfeeg 2 100.0 U”d'SC(L%feeg U”d'SC(L%fjg
LOGICITY Hisayama 1 1000 |Undisciosed - Undisciosed 1 1000 |Undisciosed - Undisclosed
Others subtotal 10 {;‘O?Z%) 99.0 824 9.0 1 ([,ijjl) 99.4 850 9.2
Total 102 ([,]02%'3] 99.6 9,178 1000 | 103 ([;0812)1] 99.7 9,242 100.0

(Note 1) “Number of tenants” is based on the total number of sections stipulated in the tenancy agreements for retail and office buildings among relevant properties. For the number of tenants in pass-through master
leasing properties, the number of sections stipulated in the tenancy agreements with end tenants is shown in square brackets. The Taihaku Street Business Center is an office building with a residential
tower. Its number of tenants comprises 12 for the office building and 57 for the residence in the 29th fiscal period (12 for the office building and 55 for the residence in the 28th fiscal period).

(Note 2) The total of all the tenants in other than pass-through master leasing properties and the total number of sections stipulated in the tenancy agreements with end tenants for pass-through master leasing
properties is shown in square brackets in the subtotal and total columns for “Number of tenants.”

(Note 4) “Percentage of total leasing business revenues” is rounded off to one decimal place, and the total of individual percentages in the above table may not equal 100%.

)

(Note 3) “Occupancy rate” refers to the percentage of leased floor space to leasable floor space and the numbers are rounded off to one decimal place.
)
)

(Note 5) The figures are not disclosed as no consent to disclosure has been obtained from the tenants.

4. Details of renewable energy generation facilities in the portfolio

No relevant items.

5. Details of the rights to operate public facilities, etc. in the portfolio

No relevant items.

6. Securities incorporated in the portfolio

No relevant items.
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7. List of specific transaction and forward exchange transaction contract
amount and status of fair value

The following table provides the contract amount of FRC’s specific transactions and the status of its fair value as of February 28, 2019.

Contract amount, etc. (mm of yen) Fair value
Categor Type
gory y (Note 1) Of which, exceeding 1 year (mm of yen) (Note 2)
. . Interest rate swap transaction
Off-market transaction (Receivable floating: Payable fixed) 25,200 19,000 (208)
Total 25,200 19,000 (208)

(Note 1) The contract amount, etc. of the interest rate swap transaction is based on the notional principal amount.
(Note 2) The fair value is calculated by the counterparty of the transaction contract based on the actual interest rate on the market and other factors.

8. Status of other assets

All real estate trust beneficiary interests owned by FRC have been entered under “3. Details of real estate properties in the
portfolio” on page 15. There is no incorporation of other specified assets as of the end of the 29th fiscal period.

9. Status of owned assets by country and region

As of the end of the 29th fiscal period, no overseas real estate properties in countries or regions other than Japan are
incorporated into FRC’s portfolio.

Capital Expenditures for Owned Real Estate

1. Planned capital expenditures

The following table provides major items of capital expenditures associated with currently planned renovations, etc. for real
estate properties owned by FRC as of the date of this Semiannual Report. The planned construction costs indicated below
may be partly classified as expenses. In addition, FRC will implement renewal construction work in order to maintain and
improve the competitiveness of properties in the market as well as tenant satisfaction, on top of the construction, facilities and
replacement work for which expenditures will be made regularly.

Planned construction cost

(mm of yen)
B EEL LTy Location Purpose Schedule .
name Total Construction ~ Amount
cost already paid
. Hakata Ward, . From September 2019 to _ _
Canal City Hakata Fukuoka City Water supply piping for guestrooms February 2020 15
. . Hakata Ward, ' ' From February 2019 to B B
Canal City Hakata-B Fukuoka City Replotting of floor sections May 2019 31
. RPN . - . From March 2019 to
Park Place QOita QOita City, Oita | Replacement of air-conditioning units November 2019 174 - -
. A ' From April 2019 to _ _
Park Place QOita QOita City, Oita | Renovation of external walls February 2020 101
Gofukumachi Business | Hakata Ward, | Enhancement of multilevel mechanical parking | From June 2019 to 56 B B
Center Fukuoka City equipment August 2019
Higashi Hie Business | Hakata Ward, . From August 2019 to _ _
Center Fukuoka City Replacement of outdoor unit compressors October 2019 13
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Capital Expenditures for Owned Real Estate

2. Capital expenditures during the 29th fiscal period
Capital expenditures for the real estate properties owned by FRC totaled 947 million yen in the 29th period. Furthermore,
FRC incurred construction costs of 1,177 million yen in total in the period, including 221 million yen in repair and maintenance
expenses classified as expenses on the statement of income and 8 million yen in expenses for restoration to former state. The

following table provides the overview of major construction work that was completed in the 29th fiscal period.

Construction cost

Real estate property name Location Purpose Period (mm of yen)
Canal City Hakata Hakata Ward, Fukuoka City Renovation of external walls of South Building E;%Tugg/tg%irgzm 7o 130
Canal City Hakata-B Hakata Ward, Fukuoka City | Renovation of external walls of South Building E;%Tugg‘;%ﬁrgzm 7o 259
Canal City Hakata-B Hakata Ward, Fukuoka City Formation of tenant sections E;%Tu;?yn;%?;m 9t 24
Park Place Oita QOita City, Oita Introduction of parking lot control systems EL%TUESCSS%G r2018to 52
Park Place Oita Qita City, Oita Installation of parking lot guiding boards E;%TuaD;Cg&b; r20181o 52
II\B/ILja”rér?rc])g)City Fukuoka (Marina Side Nishi Ward, Fukuoka City Replacement of wood decks Ere%r:u;?ynggqygzm 91 15
Il\g/ljlr(ijri]r(])g)City Fukuoka (Marina Side Nishi Ward, Fukuoka City Renovation of external walls E;%Tu;?yn;%?;m 9t 14
Canal City Business Center Building | Hakata Ward, Fukuoka City mﬁgf‘?ﬂ; Of mechanical ety system g;opTem s 2
Canal City Business Center Building | Hakata Ward, Fukuoka City Renovation of external walls of South Building EL%TUSS%%%ZM [ 33

3. Reserves for long-term repair and maintenance plans

FRC has deposited the following amounts from the cash flows generated during the 29th fiscal period in order to fund large-
scale repair and maintenance work in the medium- to long-term, based on long-term repairs and maintenance plans prepared
for respective properties.

(millions of yen)

25th fiscal period 26th fiscal period 27th fiscal period 28th fiscal period 29th fiscal period

Fiscal period (September 1, 2016 to (March 1, 2017 to (September 1, 2017 to (March 1, 2018 to (September 1, 2018 to
February 28, 2017) August 31, 2017) February 28, 2018) August 31, 2018 February 28, 2019)
Balance of deposits at beginning of period 800 1,000 1,000 1,000 1,000
Deposits during the period 200 - - - -
Amounts used from deposits during the period - - - - -
Deposits carried forward to the next period 1,000 1,000 1,000 1,000 1,000
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Expenses and Liabilities Expenses and Liabilities

1. Details of expenses related to asset management housands ofyer) Category Balance as of Balance as of Average
Drawdown date September 1, February 28, interest ~ Repayment  Repayment Use of Description
28th fiscal period 29th fiscal period 2018 2019 rate date method funds
[tem
(March 1, 2018 to August 31, 2018) (September 1, 2018 to February 28, 2019) Lender (mm of yen) (mm of yen) (%) (Note 1)
(a) Asset management fees 520,829 532,061 Development Bank of Japan 1,500 1,500
(b) Asset custody fees 6,702 7,182 The QOita Bank 100 100
(c) Administrative service fees 53,872 54,581 The Kagoshima Bank 100 100 . o colatoral
f ump-sum upon " 0 coliateral
(d) Directors’ compensations 9,600 9,600 The Klltakyushu Bank December 30, 2016 100 100 0.718 | December 30, 2025 maturity Refinance fund No guarantee
(e) Other operating expenses 61,761 59,167 126 gﬁhteenBth Ef(ank 188 188
e Shinwa Ban
Total 652,766 662,592 —
! : The Hiroshima Bank 100 100
(Note) Aside from the amounts of the asset management fees shown above, 37,725 thousand yen was paid in the 28th fiscal period for asset management, capitalized in the acquisition costs, related to the L No colateral/
acquisition of Konoha Mall Hashimoto, Higashi Hie Business Center Il and Park Place Qita Daiichi Parking, and 14,175 thousand yen was paid in the 29th fiscal period for asset management, capitalized The Bank of Fukuoka December 30, 2016 1,500 1,500 0.419 | December 30, 2026 ”mfn’astﬂ'ﬁty“pm Refinance fund Ng gﬁa?a%@e
in the acquisition costs, related to the acquisition of Tissage Hotel Naha.
MUFG Bank March 31, 2017 800 800 | 0.481 | Marcn3i,2025 | LRSI | efinancafund | o ColeTa)
2. Status of debt Resona Bank March 31, 2017 600 600 | 0.658 | Marcn31, 2027 | MBSO | Refinance fund | O gggf;m'é
As of the end of the 29th fiscal period (February 28, 2019), FRC has the following debt from respective financial institutions. The Higo Bank Verch 31, 2017 300 300 | 0481 | warons1 2025 Lum%.;m;pon Refnance g | N0 gggﬁ%
Category Balance as of Balance as of Average The Bank of Fukuoka 1,300 1,300
Drawdown date September 1, February 28, interest Rep(?ytmm Repa{fflznt lflsedof Description The Nishi-Nippon City Bank 1,000 1,000
Lender B T metno unds The Oita Bank 700 700
. — . The Kitakyushu Bank 700 700 : No collateral/
Sumitomo Mitsui Bankin Lump- . No collateral/ : , June 30, 2017 0.777 | June30,2006 | LUMP-SUTUPON | poqncefund | Noguarantes
Corporation O | a3, 202 500 — | 1338 | Janayst 2019 | RGP Refinance und | g olaraniee The Miyazaki Bank 700 700 maurty efinance fun
Mizuho Bank 200 200 The Shinwa Bank 600 600
) ) . The lyo Bank 500 500
The Norinchukin Bank July 31,2014 3,000 3,000 | 0538 | July31,2019 Lump-SUm UpoN | pefinance fung | - NO colateral :
m‘;‘;{fﬁt’gs maturty No guarantee The Eighteenth Bank 500 500
of long-term The Bank of Saga 500 500 Development Bank of Japan | June 30, 2017 1,800 1800 | 0.650 | December 31,2026 L”m%‘:t't’;]w“po” Refinance fund | N0 gggﬁ;en@g
MUFG Bank September 25, 2014 - 500 | 0.520 |September 25, 2019| LUMP-SUMUBON | pefipance g | NO Collateral
debt o g s The Bank of Fukuoka 31, 2017 2,000 2,000 | 0792 | st 2027 | WMOSIMION | peance ng | N0 SOl
The Nishi-Nippon City Bank | February 1, 2013 - 2,500 | 0.775 | February29,2020 | ?natﬂm;p Acquisition fund | i o0 ee - maturity N° 9“;"?” 9;’
iohi_Ni B ump-sum upon : 0 collateral
Mizuho Bank February 28, 2013 - 1,700 0.569 | February 29, 2020 Lumr%-:m;pon Refinance fund ng gﬁgﬁ;@é The Nishi-Nippon City Bank | July 31, 2017 2,000 2,000 0.892 July 31, 2027 maturity Refinance fund | guarantee
Subtotal 4,200 8,400 The Nishi-Nippon City Bank 500 500
The Nishi-Nippon City Bank | February 1, 2013 2,500 — | 0775 | Februay29,2020 | UMRSMRUON | poquisiionfung | O COIIEHE) The Bank of Fukuoka 500 500
Mizuho Bank F 1 F Lump-sum upon Refi f No collateral/ Long-term The Oita Bank 100 100 Lump- No collateral/
Izuho Ban ebruary 28, 2013 700 — | 0569 | February 29,2020 maturiy efinance fund | No guarantee debt  The Kitakyushu Bank August 31, 2017 100 100 | 0.850 | August3t 2027 | UTRRRIPON | Refinance fund | Noguarantee
Aozora Bank June 28, 2013 1,000 1,000 | 0.469 | June30,2020 L“m%'astﬂ’rﬂw“m” Refinance fund |\ ggggm‘é The Eighteenth Bank 100 100
- : : The Hiroshima Bank 100 100
The Norinchukin Bank 1,000 1,000
" N Lump-sum upon N No collateral/
The H.l roshima Bank July 31,2014 1,400 1,400 0.835 |  July 30,2021 Lumﬁ{;ftﬂw PO | Refinance fund NS ng?;%rtgle/z rosone Bk e 2o 20 | A e 2 ey TR | Vo
The Kitakyushu Bank 800 800 g The Bank of Fukuoka December 29, 2017 1,500 1,500 | 0.812 |December30, 2027 L“mﬁl‘:t‘,ﬂty“po” Refinance fund |\ gﬁgﬁ;ﬁ@g
The lyo Bank 500 500 Lum
p-sum upon N No collateral/
The Higo Bank 300 300 Development Bank of Japan | December 29, 2017 500 500 | 0.680 |December 30, 2027 maturiy Refinance fund | o guarantee
i ohi NI : Lump-sum upon ) No collateral/
Development Bank of Japan | August 29, 2014 4,000 4,000 | 1.010 | August3t 2oz2 | MBSO Refinance fund | 0 COReE) The Nishi-Nippon City Bank | February 28, 2018 1,900 1,900 | 0750 | February29, 2028 | “TEENE PN Refinance fund | No ciarantee
f S Lump-sum upon ) No collateral/
MUFG Bank September 25, 2014 500 _ 0.520 |September 25, 2019 Lum&-:m tyupon Refinance fund NS gﬁg?;enrgz Sumitomo Mitsui Trust Bank | February 28, 2018 1,100 1,100 0.600 | February 26, 2027 r?]aturityp Refinance fund | o ouarantee
Sumitomo Mitsui Banking June 30, 2015 1600 1600 0790 | June30, 2022 Lump-sum upon | g no collateral/ MUFG Bank February 28, 2018 1,500 1,500 0.500 | February 27, 2026 Lum%-asmyupon Refinance fund ng gﬁ!?;%ii‘é
i ! ’ ’ ' ’ maturity 0 guarantee
Corporation - TR Resona Bank February 28, 2018 600 600 | 0567 | February29, 2028 | LUTPSUIPON | gefinance fung | o SOl
Long-term  Sumitomo Mitsui Trust Bank | July 31, 2015 1,500 1,500 | 0.564 | July31,2023 oty | Refinance fund | {0 s Yo colateral
debt 1 o colateral Development Bank of Japan |  March 1, 2018 2,500 2500 | 0720 | Mach1,2028 | “UTEEEPOT | acquisiton fund | o oot
Development Bank of Japan | August 31, 2015 4,000 4,000 0.880 | August31, 2023 “mfﬂ'astﬂwpo” Refinance fund Ng S(u’afa%'tze 1 o colateral
MUFG Bank March 30, 2018 600 600 | 0.480 | March31,2026 | -UMPSURUPON | pefinancefund | ) oo
The Bank of Fukuoka August 31, 2015 400 400 | 0.419 | August3t, 2022 L“mﬁﬂ’;ﬂwm” Refinance fund | N0 gggﬁ‘;ﬁgg : maturty :0 g“ﬁrfmeﬁ
1 Vo colateral The Nishi-Nippon City Bank | March 30, 2018 600 600 | 0.802 | March3i, 2028 | “MEREP | Refinance fund | o olaaniee
The Nishi-Nippon City Bank | August 31, 2015 400 400 | 0.870 | August3t, 2023 “m%’:tﬂwp"” Refinance fund | Sﬁa?aeni%e 1 o colateral
1 Vo colateral The Bank of Fukuoka March 30, 2018 500 500 | 0.802 | March3i, 2028 | “MEREPO | Refinance fund | o glarantee
The Bank of Fukuoka February 29, 2016 2,000 2,000 0.419 | February 29, 2024 “mg’;ﬂ;po” Refinance fund Ng g‘u’a‘;‘a%rtge 1 o colateral
1 No collateral Mizuho Bank March 30, 2018 500 500 | 0.630 | March3i,2028 | RPN | Refinance fund | o garantee
The Nishi-Nippon City Bank | February 29, 2016 2,000 2,000 | 0.440 | February2o, 2024 | “TREURRON | Refinance fund | 0 OB RES Sumitomo Mitsui Bank
Lump-sum upon , No collateral/ umitomo Mitsur Banking March 30, 2018 500 500 | 0.504 | March3t, 2005 | LUTPSUMUPON | pogonncatung | O Colateral
Development Bank of Japan | February 29, 2016 2,000 2,000 | 0.620 | February 28,2025 alurly Refinance fund | 0 o0 Mo Corporation matury No guarantee
Lump- ‘ No collateral/
Mizuho Bank February 29, 2016 500 500 0.440 | February 29, 2024 Lum%»:tliwt;pon Refinance fund ng ggg?;%@z MUFG Bank March 30, 2018 500 500 0.490 | March 31,2027 um%:tllﬂ; PO\ Refinance fund Ng S(uja?a%rtge
. . Lump- . No collateral/
Shinsei Bank July 29, 2016 700 700 | 0400 | Juy3t2op4 | TSRO | pefinancafung | O COlOTa) Sumitomo Mitsui Trust Bank | March 30, 2018 400 400 | 0576 | March3i 2027 | SRR PO | Refinance fund | o giarantee
- Lump- . No collateral/
Sumitomo Mitsui Trust Bank |September 30, 2016 300 300 | 0.413 |Septembor30, 2025 UMDSUMUPON | pefinance fung | 0 COleeTa) The Oita Bank March 30, 2018 400 400 | 0.646 | March3i 2008 | “TEREP | Refinance und | g giarantee
The Hiroshima Bank March 30, 2018 400 400 | 0646 | Marcn3i 2028 | MRS | Refinancefung |\ Sovil
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Expenses and Liabilities

Category Balance as of Balance as of Average
i Repayment Repayment Use of -
DEnakT September 1, February 28, interest s
Lend T HE 8 2019 rate date method funds EER D
ender (mm of yen) (mm of yen) (%) (Note 1)

f f Lump-sum upon . No collateral/
Shinsei Bank March 30, 2018 300 300 0.400 March 31, 2025 maturity Refinance fund No guarantee
Sumitomo Mitsui Banking Lump-sum upon ) No collateral/
Corporation January 31, 2019 - 500 0.655 | January 31, 2029 maturiy Refinance fund No guarantes

Lump-sum upon ) No collateral/
MUFG Bank January 31, 2019 - 500 0.590 | January 31,2028 maturiy Refinance fund No guarantee
The Nishi-Nippon City Bank | January 31, 2019 - 400 | 0.419 | Janvay31,2029 | WP | pefinance fung | O SO
Long-term  The Bank of Fukuoka January 31, 2019 - 300 | 0.419 | January31,2029 | LWMP-SUMUDON | pogange fyng | - No collateral
debt maturity No guarantee
. Lump-sum upon : No collateral/
The Oita Bank February 28, 2019 - 200 0.334 | February 27, 2026 maturity Refinance fund | quarantee
The Kagoshima Bank February 28, 2019 - 200 | 0.334 | February27,2026 | MRS | Refnance fung | O SO
The Higo Bank February 28, 2019 - 200 | 0334 | February27,2026 | TP | pefinance fund | O SO
_ Lump-sum upon ) No collateral/
Resona Bank February 28, 2019 200 0.488 | February 28, 2029 maturity Refinance fund | quarantee
Subtotal 66,300 64,100
Total 70,500 72,500

(Note) The average interest rate is a weighted-average figure during the fiscal period and is rounded to the third decimal place. Furthermore, the average interest rate of debt for which FRC conducted
interest rate swap transactions in order to hedge against interest rate fluctuation risks is the weighted-average figure during the fiscal period taking into consideration the effect of interest rate swaps.

3. Investment corporation bonds

As of February 28, 2019, FRC has the following investment corporation bonds outstanding.

Balance as of . Balance as of
Decrease during Maturi :
) . aturit Maturi _—
Issue lssue date ~ SEPTEMDEr 1, o ceal neriod Fe*’;‘a"‘g’ 28, CO(‘:/SO“ e y methotg Use Description
2018 (mm of yen)
(mm of yen) (mm of yen)

i i Lump-sum No collateral/
Urfslgsgu?ggeBSO?]fds December 30, 2013 2,000 - 2,000 1.32 | December 29, 2023 upo(RIOTEatTL;riw Repayment of debt No(%léatléazn)tee
Second Series of Lump-sum No collateral/

July 31,2017 - . July 30, 2032 t R tofdebt| N 1
Unsecured Bonds uly 2,000 2,000 1.00 uly uut()plortﬂea#nw epayment of del o (&ll\lti)atreag)ee
Third Series of Lump-sum No collateral/
July 31,2018 - . July 30, 2038 t R ntofdebt| N 1t
Unsecured Bonds o 1,000 1000 120 W Up(z“oTeaﬁnw e 0&%1?2)%
Total 5,000 - 5,000

(Note 1) The Bonds may be repurchased and cancelled by FRC at any time on and after the date following the payment date, unless otherwise determined by the book-entry transfer agent.

(Note 2) The bonds are subject to the limited pari passu clause among specified investment corporation bonds.

4. Short-term investment corporation bonds

No relevant items.

5. Subscription rights to shares

No relevant items.
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1. Acquisition and sale of real estate, asset-backed securities,
infrastructure assets, etc. and infrastructure-related assets, etc.

Acquisition Disposition
Property riame Acquisiti i Dispositi i Book val Gain or | |
- cquisition price o isposition price 00k value ain or loss on sale
Acquisition date (Note) (mm of yen) Disposition date (mm of yen) (mm of yen) (mm of yen)

Tissage Hotel Naha December 7, 2018 2,835 - - - -

Total - 2,835 - - - -

(Note) Acquisition price is the amount (transaction price indicated in the sales agreement) excluding expenses (transaction brokerage fees, taxes and other public charges, etc.) required for the acquisition of
the relevant real estate trust beneficiary interest.

2. Acquisition and sale of other assets

No relevant items.

3. Survey on prices of specified assets, etc.

Acquisition price or Real estate
Acquisition or . disposition price appraisal value Real estate )
disposition Property name Type of asset Transaction date (Note 1) (Note 2) appraiser Appraisal date
(mm of yen) (mm of yen)
- . Tanizawa Sogo
Acquisition Tissage Hotel Naha | Real estate in trust | December 7, 2018 2,835 3,030 Appraisal Co., Lid. November 1, 2018

(Note 1) Acquisition price is the amount (transaction price indicated in the sales agreement) excluding related expenses (transaction brokerage fees, taxes and other public charges, etc.) required for the
acquisition of the relevant real estate trust beneficiary interest.
(Note 2) The above appraisals were valuated by applying the “Real Estate Appraisal Standards, Chapter 3: Valuation for price of real estate for securitization.”

Other than the transactions described in "(1) Real estate, etc." above, FRC carried out no transaction that was required to have
the value, etc. reviewed pursuant to the provisions of Article 201 of the Investment Trusts Act.
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Acquisitions and Sales during the 29th Fiscal Period

4. Transactions with interested parties, etc.

No relevant items.

FRC paid the following fees to the interested parties, etc. during the 29th fiscal period. Furthermore, interested parties, etc.
refer to the interested parties of the asset management company who have concluded an asset management agreement with
FRC and are designated in Article 123 of the Enforcement Order of the Act on Investment Trusts and Investment Corporations.
Of these interested parties, etc., the below table indicates the business partners to which FRC paid fees, etc. during the 29th
fiscal period.

Total paid fees Breakdown of transactions with interested parties, etc. Percentage of total

(G amount

Category (thousands of yen) Paid party Paid amount (B) (B)/(A)

(Note 1) P (thousands of yen) (%)
, Fukuoka Jisho Co., Ltd. 9,867 58.3
Note 2

Property leasing brokerage fees (Note 2) 16,929 FJ Entertainment Works Ltd. 477 28
Fukuoka Jisho Co., Ltd. 179,858 50.7
Property management fees (ete 354,8% FJ. Entertainment Works Ltd. 165,823 46.7
Fukuoka Jisho Co., Ltd. 940,654 60.5
QOutsourcing fees (Note 2) (Note 4) 1,553,987 | FJ. Entertainment Works Ltd. 441,336 28.4
Sunlife Co., Ltd. 112,593 7.2
Fukuoka Jisho Co., Ltd. 247,699 16.6
Other operating expenses (Note 2) 1,492,185 | FJ. Entertainment Works Ltd. 302,305 20.3
Sunlife Co., Ltd. 250 0.0

(Note 1) Aside from the paid fees shown above, FRC paid the following amounts for repairs, etc. that were ordered to interested parties, etc. during the 29th fiscal period. The amounts include
construction work fees paid to third parties through interested parties, etc.

Fukuoka Jisho Co., Ltd. 860,503 thousand yen
FJ. Entertainment Works Ltd. 251,228 thousand yen
Sunlife Co., Ltd. 62,267 thousand yen

(Note 2) The property leasing brokerage fees, outsourcing fees and other operating expenses include property leasing brokerage fees, etc. paid to third parties through interested parties, etc.

(Note 3) The property management fees do not include the following construction supervision fees. In addition, of the fees below, the construction supervision fees paid upon acquiring real estate are
included in the acquisition cost of the relevant real estate.
Fukuoka Jisho Co., Ltd. 11,932 thousand yen
FJ. Entertainment Works Ltd. 11,994 thousand yen

(Note 4) The outsourcing fees shown above are paid fees, etc. regarding building management outsourcing fees, and do not coincide with the outsourcing fees described in VIIl. Notes to Financial
Statements (Notes to statement of income) that include property management fees and others.
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5. Transactions with the asset management company regarding
concurrent work conducted by the asset management company

The asset management company (Fukuoka Realty Co., Ltd.) does not concurrently conduct any class 1 financial instruments
transaction business, class 2 financial instruments transaction business, land and building transaction business or real estate
syndication business, and has no such transactions with FRC.

Overview of Accounting

1. Assets, liabilities, principal and profits/loss
Please refer to the IV. Balance Sheet, V. Statement of Income, VI. Statement of Changes in Net Assets, VII. Cash Flow
Statement, and VIII. Notes to Financial Statements on later pages of this report.

2. Changes in calculation method of depreciation

No relevant items.

3. Changes in valuation method of real estate and infrastructure assets,
etc.

No relevant items.

4. Overview of self-managed investment trust beneficiary certificates

No relevant items.

5. Disclosure on corporation owning foreign real estate

No relevant items.

6. Disclosure on real estate owned by corporation owning foreign real

estate
No relevant items.

Other

1. Handling of fractions of monetary amounts and percentage figures
Unless otherwise stated, the figures less than the specified unit are rounded down for monetary amounts and rounded off to
one decimal place for percentage figures throughout this Semiannual Report.
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ll. Independent Auditor's Report V. Balance Sheet

(thousands of yen)

28th fiscal period 29th fiscal period
(as of August 31, 2018) (as of February 28, 2019)

Account

FUKUOKA REIT CORPORATION 25

pwc Assets
Current assets
Cash and deposits 2,609,937 3,570,388
Cash and deposits in trust 5,386,980 4,796,296
Independent Auditor’s Report Operating accounts receivable 542,640 676,783
Prepaid expenses 254,144 297,375
To the Board of Directors of Fukuoka REIT Corporation Consumption taxes receivable 598,560 _
Others 4,737 4182
We have z’l,uditeq the accoglpanying financial statements of Fukuoka REIT Corporation (“the. Total current assets 9,397,000 9,345 026
Company”), which comprise the balance sheet as at February 28, 2019, and the statement of income,
statement of changes in net assets and cash flow statement for the six months then ended, and a Non-current assets
summary of significant accounting policies and other explanatory information. Property, plant and equipment
Buildings in trust 1 98,000,220 1 100,692,867
Management’s Responsibility for the Financial Statements ‘ o
Management is responsible for the preparation and fair presentation of these financial statements in Accumulated depreciation (27,296,476) (28,811,313)
accordance with accounting principles generally accepted in Japan, and for such internal control as Buildings in trust, net 70,703,743 71,881,554
management det.ermmes is necessary to enable the preparation of financial statements that are free Structures in trust 1,856,414 1873277
from material misstatement, whether due to fraud or error.
Accumulated depreciation (700,178) (729,404)
Auditor’s Rﬁponsibility hese £ . based 4 Structures in trust, net 1,155,236 1,143,873
Our responsibility is to express an opinion on these financial statements based on our audit. We . . .
conducted our audit in accordance with auditing standards generally accepted in Japan. Those Machinery and equipment in trust 1,295,492 R
standards require that we comply with ethical requirements and plan and perform the audit to obtain Accumulated depreciation (422,173) (462,805)
reasonable assurance about whether the financial statements are free from material misstatement. Machinery and equipment in trust, net 873,319 938,007
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures Vehicles and transport equipment in trust 747 747
in the financial statements. The procedures selected depend on the auditor’s judgment, including the Accumulated depreciation (485) (533)
assessment of'the risks of material misstatement pf the fmgncm} statements, whether due to fraud.or Vehicles and transport equipment in trust, net 261 214
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s . .
preparation and fair presentation of the financial statements in order to design audit procedures that Tools and fixtures in trust 1,328,883 1,378,452
are appropriate in the circumstances, while the purpose of the financial statements audit is not to Accumulated depreciation (1,083,830) (1,117,165)
express an opinion on t.he effectiveness of Fhe ent‘lt‘y s internal control. An audit also mcludes' Tools and fixtures in trust, net 245,052 261,286
evaluating the appropriateness of accounting policies used and the reasonableness of accounting .
estimates made by management, as well as evaluating the overall presentation of the financial Lands in trust “ 103,814,610 " 104,918,451
statements. Construction in progress in trust 113,234 7,088
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for Total property, plant and equipment 176,905,458 LEESOATS
our audit opinion. Intangible assets
.. Leasehold right in trust 5,545,883 5,545,883
Opinion o .
In our opinion, the financial statements present fairly, in all material respects, the financial position of Other intangible assets in trust 14,390 26,55+
the Company as at February 28, 2019, and its financial performance and cash flows for the six months Total intangible assets 5,560,273 5,572,537
then ended in accordance with accounting principles generally accepted in Japan. Investment and other assets
Deferred tax assets 15 17
Lease and guarantee deposits 10,000 10,000
Pncaw&&f//&om S /4&‘*’“4'0\ LLC . P
Lease and guarantee deposits in trust 327,135 327,135
May 28, 2019 Long-term prepaid expenses 850,645 972,221
Total investment and other assets 1,187,795 1,309,374
Total non-current assets 183,653,528 186,032,387
Deferred assets
........................................................ Investment corporation bond issuance expenses 42,551 40,449
PricewaterhouseCoopers Aarata LLC Investment unit issuance expenses 19,177 15,342
Otemachi Park Building, 1-1-1 Otemachi, Chiyoda-ku, Tokyo 100-0004, Japan Total deferred assets 61,728 55,791
Tel: +81 (3) 6212 6800, Fax: +81 (3) 6212 6801, www.pwe.com/jp/assurance
Total assets 193,112,257 195,433,205
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IV. Balance Sheet

(thousands of yen)

Account

28th fiscal period
(as of August 31, 2018)

29th fiscal period
(as of February 28, 2019)

Liabilities
Current liabilities
Operating accounts payable
Current maturities of long-term debt
Accounts payable-other
Accrued expenses
Income taxes payable
Accrued consumption taxes
Advances received

Deposits received
Total current liabilities
Non-current liabilities
Investment corporation bonds
Long-term debt
Tenant leasehold and security deposits

Tenant leasehold and security deposits received in trust

Total non-current liabilities
Total liabilities
Net assets
Unitholders’ equity
Unitholders’ capital
Surplus
Unappropriated surplus
Total surplus
Total unitholders’ equity
Total net assets
Total liabilities and net assets

649,469 905,301
4,200,000 8,400,000

18,856 20,908

363,618 368,137

992 1,047

- 199,254

1,049,850 1,043,991
1,327,250 1,103,147
7,610,038 12,041,787
5,000,000 5,000,000
66,300,000 64,100,000
375,422 375,482

1 12,027,489 *w 12,041,779
83,702,912 81,517,261
91,312,950 93,559,049
98,938,764 98,938,764
2,860,542 2,935,391
2,860,542 2,935,391
101,799,306 101,874,156

3 101,799,306 5 101,874,156
193,112,257 195,433,205
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V. Statement of Income

(thousands of yen)

Account

28th fiscal period

(March 1, 2018 to August 31, 2018)

29th fiscal period
(September 1, 2018 to February 28, 2019)

Operating revenues
Leasing revenues — real estate
Other leasing revenues — real estate
Total operating revenues
Operating expenses
Expenses related to leasing business
Asset management fees
Asset custody fees
Administrative service fees
Director’s compensations
Other operating expenses
Total operating expenses
Operating income
Non-operating revenues
Interest received
Others
Total non-operating revenues
Non-operating expenses
Interest expenses

Interest expenses on investment corporation bonds

Amortization of investment corporation bond issuance
expenses

Amortization of investment unit issuance expenses
Financing related expenses
Others
Total non-operating expenses

Ordinary income

Profit before income taxes

Income taxes-current

Income taxes-deferred

Total income taxes

Profit

Surplus brought forward

Unappropriated surplus

| 8,478,614 il 8,604,955
1 699,815 1 637,878
9,178,430 9,242,834
12 5,287,625 12 5,274,003
520,829 532,061
6,702 7,182
53,872 54,581
9,600 9,600
61,761 59,167
5,940,392 5,936,596
3,238,038 3,306,238
37 39
531 2,162
569 2,202
254,894 245,801
24,200 29,200
1,722 2,102
4,770 3,835
91,901 91,535
30 37
377,518 372,511
2,861,088 2,935,928
2,861,088 2,935,928
998 1,053
1 ¥}
1,000 1,051
2,860,088 2,934,877
453 514
2,860,542 2,935,391
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VI. Statement of Changes in Net Assets

28th fiscal period (March 1, 2018 to August 31, 2018)

(thousands of yen)

Unitholders’ Equity

Item . , . Surplus Total unitholders’ Total net assets
CUlLLI AL Unappropriated surplus equity

Balance as of
March 1, 2018 91,142,766 2,623,917 93,766,684 93,766,684
Changes in the
current fiscal
period
Issuance of new
investment units 7,795,998 7,795,998 7,795,998
Dividend of
surplus (2,623,464) (2,623,464) (2,623,464)
Profit 2,860,088 2,860,088 2,860,088
Total of changes
in the current 7,795,998 236,624 8,032,622 8,032,622
fiscal period
Balance as of
August 31, 98,938,764 2,860,542 101,799,306 101,799,306
2018

29th fiscal period (September 1, 2018 to February 28, 2019)

(thousands of yen)

Unitholders’ Equity

[tem . . Surplus Total unitholders’ Total net assets
Unitholders” capital Unappropriated surplus equity

Balance as of
September 1, 98,938,764 2,860,542 101,799,306 101,799,306
2018
Changes in the
current fiscal
period
Dividend of
surplus (2,860,028) (2,860,028) (2,860,028)
Profit 2,934,877 2,934,877 2,934,877
Total of changes
in the current - 74,849 74,849 74,849
fiscal period
Balance as of
February 28, 98,938,764 2,935,391 101,874,156 101,874,156
2019
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VII. Cash Flow Statement

(thousands of yen)

Account

28th fiscal period
(March 1, 2018 to
August 31, 2018)

29th fiscal period
(September 1, 2018 to
February 28, 2019)

Net cash provided by (used in) operating activities

Profit before income taxes

Depreciation and amortization expenses

Amortization of investment corporation bond issuance expenses
Amortization of investment unit issuance expenses

Interest received

Interest expenses

Decrease (increase) in operating accounts receivables
Decrease (increase) in consumption taxes refund receivable
Increase (decrease) in accrued consumption taxes
Increase (decrease) in operating accounts payable
Increase (decrease) in accounts payable-other
Increase

Increase (decrease) in advances received

)
)
)
decrease) in accrued expenses
)
Increase (decrease) in deposits expenses

Decrease (increase) in prepaid expenses

)
Decrease (increase) in long-term prepaid expenses
Others, net

Subtotal

Interest income received

Interest expenses paid

Income taxes paid

Income taxes refund

Net cash provided by (used in) operating activities

Net cash provided by (used in) investment activities

Purchase of property, plant and equipment in trust

Purchase of intangible assets in trust

Proceeds from tenant leasehold and security deposits
Repayments of tenant leasehold and security deposits
Proceeds from tenant leasehold and security deposits in trust
Repayments of tenant leasehold and security deposits in trust
Payments of tenant leasehold and security deposits in trust
Proceeds from restricted trust deposits

Payments for restricted trust deposits

Net cash provided by (used in) investment activities

Net cash provided by (used in) financial activities

Proceeds from short-term debt

Repayments of short-term debt

Proceeds from long-term debt

Repayments of long-term debt

Proceeds from issuance of investment corporation bonds
Proceeds from issuance of investment units

Payments of investment corporation bond issuance expenses
Payment of investment unit issuance expenses

Dividends paid

Net cash provided by (used in) financial activities

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

2,861,088 2,935,928
1,602,568 1,622,792
1,722 2,102
4770 3,835
37 (39
279,094 275,001
(82,691) (134,143)
(598,560) 598,560
(298,500) 199,254
61,299 (10,519)
(638) 2,530
27,103 5,784
59,676 (5,858)
558,514 (224,102)
6,646 (43,231)
(64,233) (121,575)
3,314 3,668
4,421,137 5,109,987
37 39
(271,057) (276,266)
(778) (998)
428 -
4,149,768 4,832,761
(12,130,191) (3,601,665)
(3,775,257) (15,881)
8,534 60
(6,536) -
1,023,194 149,480
(228,985) (135,190)
(217,135) -
2,872 5,343
(2,751) (6,268)
(15,326,254) (3,604,122)
4,100,000 4,800,000
(4,100,000) (4,800,000)
7,200,000 2,500,000
(1,600,000) (500,000)
1,000,000 -
7,795,998 -
(13,660) -
(23,013) -
(2,624,781) (2,859,795)
11,734,542 (859,795)
558,055 368,843
7,392,916 7,950,972
“ 7,950,972 *1 8,319,815
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VIII. Notes to Financial Statements

(Significant accounting policies)

1. Depreciation method for non-current assets

(1) Property, plant and equipment
Depreciation is calculated using the straight-line method.
The useful lives of major categories of property, plant and equipment are as follows:

Buildings in trust: 10 — 65 years
Structures in trust: 15— 60 years
Machinery and equipment in trust: 15—-30 years
Vehicles and transport equipment in trust: 7 years
Tools and fixtures in trust: 5-20 years

(2) Intangible assets
Intangible assets are amortized utilizing the straight-line method.

(3) Long-term prepaid expenses
Long-term prepaid expenses are amortized utilizing the straight-line method.

2. Accounting for deferred assets

Investment unit issuance expenses
Investment unit issuance expenses are amortized utilizing the straight-line method over three years.
Investment corporation bond issuance expenses
Investment corporation bond issuance expenses are amortized utilizing the straight-line method over
the period through redemption.

3. Standards for recognition of revenues and expenses

Accounting treatment of property taxes, etc.
In connection with property taxes, city planning taxes and depreciated asset taxes, FRC uses the
method of charging the corresponding amounts of assessed taxes to the current fiscal period as
expenses related to leasing business.
The amount equivalent to property taxes, etc. for the initial fiscal year paid to the seller as settlement
money upon acquisition of real estate or trust beneficiary interests in real estate as entrusted property
are not expensed but capitalized as part of the acquisition cost of the relevant property.
The amount equivalent to property taxes, etc. capitalized in the acquisition cost of real estate, etc. was
89,171 thousand yen for the 28th fiscal period. The amount equivalent to property taxes, etc.
capitalized in the acquisition cost of real estate, etc. was 52 thousand yen for the 29th fiscal period.

4. Method of hedge accounting

(1) Method of hedge accounting
Deferred hedge accounting is applied for interest rate swap transactions. However, special accounting
is applied for interest rate swap transactions that satisfy the requirements for special accounting.

(2) Hedging instruments and hedged items
Hedging instrument: interest rate swap transactions
Hedged items: interest rates of borrowings

(3) Hedging policy
FRC conducts derivative transactions to hedge interest rate fluctuation risks for floating-rate borrowings
based on FRC'’s Articles of Incorporation.

(4) Method for assessing the effectiveness of hedging
Assessment of the effectiveness of hedging is omitted as requirements are satisfied for special
accounting for interest rate swap transactions.

5. Scope of funds (cash and cash equivalents) in cash
flow statement

The funds (cash and cash equivalents) in the cash flow statement consist of cash on hand and cash in
trust; deposits that can be withdrawn at any time and deposits in trust; and short-term investments with
a maturity of 3 months or less from the date of acquisition, which are readily convertible to cash and bear
only an insignificant risk of value fluctuation.

6. Other significant items fundamental to preparing the
financial statements

(1) Accounting methods for trust beneficiary interests in real estate as entrusted property
Regarding trust beneficiary interests in owned real estate as entrusted property, all asset and liability
accounts of the entrusted properties as well as all revenue and expense accounts generated by the
entrusted properties are recorded in relevant accounts on the balance sheet and statement of income.
Furthermore, the following material accounts are separately stated on the balance sheet for entrusted
properties recorded in relevant accounts.
(D Cash and deposits in trust
(@ Buildings in trust, structures in trust, machinery and equipment in trust, vehicles and transport

equipment in trust, tools and fixtures in trust, lands in trust and construction in progress in trust

(® Leasehold right in trust
(® Other intangible assets in trust
(® Lease and guarantee deposits in trust
(® Tenant leasehold and security deposits received in trust

(2) Accounting for consumption taxes
National and local consumption taxes are accounted with the consumption taxes excluded.
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VIIl. Notes to Financial Statements

(Notes to accounting standards not yet adopted)

» Accounting Standard for Revenue Recognition (ASBJ Statement No. 29 issued by the Accounting Standards Board of
Japan (ASBJ) on March 30, 2018)

+ Implementation Guidance on Accounting Standard for Revenue Recognition (ASBJ Guidance No. 30 issued by ASBJ on
March 30, 2018)

(1) Overview

The International Accounting Standards Board (IASB) and the Financial Accounting Standards Board (FASB) jointly
developed a comprehensive accounting standard for revenue recognition, and issued it as Revenue from Contracts with
Customers (IFRS 15 issued by IASB and Topic 606 issued by FASB) in May 2014. IFRS 15 is applicable for accounting
periods beginning on January 1, 2018 and thereafter, and Topic 606 is applicable for accounting periods beginning after
December 15, 2017. In accordance with this, the ASBJ has developed a comprehensive accounting standard for revenue
recognition and issued it together with its implementation guidance. In developing the accounting standard for revenue
recognition, the ASBJ made it a basic policy to adopt the basic principles of IFRS 15 as a starting point. By doing so, the
ASBJ established the accounting standard from the viewpoint of comparability, which is a benefit for securing consistency
with IFRS 15, between financial statements based on Japanese GAAP and those based on other accounting standards.
Alternative treatments were also added, to the extent that they do not harm the comparability, in cases where there are
items to be considered in the actual practices conducted in Japan to date.

(2) Scheduled date of adoption
FRC will adopt the Accounting Standard and Implementation Guidance from the beginning of the fiscal period ending
February 2022.

(8) Impact of adoption of the accounting standard and implementation guidance
The amount of impact on the financial statements by the adoption of the Accounting Standard and Implementation
Guidance for Revenue Recognition is being assessed at present.

(Notes to changes in the presentation)

As of the beginning of the 29th fiscal period, FRC applied the Partial Amendments to Accounting Standard for Tax Effect
Accounting (The Accounting Standards Board of Japan Statement No. 28 issued on February 16, 2018) and changed the
presentation method so that deferred tax assets are classified as investment and other assets and deferred tax liabilities
are classified as non-current liabilities.

As a result, deferred tax assets amounting to 15 thousand yen which were presented under current assets on the balance
sheet for the 28th fiscal period have been reclassified as deferred tax assets in the investment and other assets category.
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VIIl. Notes to Financial Statements

(Notes to balance sheet)

*1. Assets pledged as collateral and secured liabilities

Assets pledged as collateral are as follows:
(thousands of yen)

VIII. Notes to Financial Statements

(Notes to statement of income)

*1. Breakdown of revenues and expenses related to real estate leasing business.

(thousands of yen)

28th fiscal period
(March 1, 2018 to August 31, 2018)

29th fiscal period
(September 1, 2018 to February 28, 2019)

28th fiscal period
as of August 31, 2018

29th fiscal period
as of February 28, 2019

Buildings in trust 6,175,454 6,155,043
Lands in trust 16,101,020 16,101,020
Total 22,276,475 22,256,064
Secured liabilities are as follows:
(thousands of yen)

28th fiscal period 29th fiscal period

as of August 31, 2018 as of February 28, 2019
Tenant leasehold and security deposits 1,446,671 1.414,298

received in trust

2. Balance of unused committed line of credit

FRC has executed committed line of credit agreements with its banks primarily to conduct efficient and dynamic cash management.

[Committed line of credit agreement 1]

(thousands of yen)

28th fiscal period
as of August 31, 2018

29th fiscal period
as of February 28, 2019

Credit limit 6,000,000 6,000,000
Outstanding debt at end of period — =
Unqsed committed line of credit at end of 6,000,000 6,000,000
period
[Committed line of credit agreement 2]
(thousands of yen)

28th fiscal period 29th fiscal period

as of August 31, 2018 as of February 28, 2019
Credit limit 7,000,000 7,000,000
Outstanding debt at end of period — =
;Jgrtijggd committed line of credit at end of 7,000,000 7,000,000

*3. Minimum net assets designated in Article 67- 4 in the Act on Investment Trusts and Investment Corporations.
(thousands of yen)

28th fiscal period 29th fiscal period
as of August 31, 2018 as of February 28, 2019

50,000 50,000
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A. Real estate leasing business revenues
Leasing revenues - real estate
Rents 6,883,299 7,045,595
Common charges 1,123,477 1,111,443
Parking revenues 471,838 8,478,614 447,916 8,604,955
Other leasing revenues - real estate
Incidental income 674,484 616,581
Other miscellaneous income 25,331 699,815 21,296 637,878
Total real estate leasing business revenues 9,178,430 9,242,834
B. Expenses related to real estate leasing business
Expenses related to leasing business
Outsourcing fees 1,913,254 1,908,842
Repair and maintenance expenses 220,275 221,346
Taxes and other public charges 661,889 661,774
Insurance premiums and trust compensation 58,540 55,689
Utilities expenses 595,918 569,325
Depreciation and amortization expenses 1,602,568 1,622,792
Other expenses related to real estate leasing business 235179 5,287,625 234,232 5,274,003
Total expenses related to real estate leasing business 5,287,625 5,274,003
C. Revenues and expenses related to real estate leasing business (A - B) 3,890,804 3,968,831
*2. Transactions with affiliated companies. (thousands of yer)

[tem

28th fiscal period
(March 1, 2018 to August 31, 2018)

29th fiscal period
(September 1, 2018 to February 28, 2019)

Expenses related to leasing business

1,474,309 |

1,493,926

(Notes to statement of changes in net assets)

28th fiscal period
(March 1, 2018 to August 31, 2018)

29th fiscal period
(September 1, 2018 to February 28, 2019)

Total number of authorized investment units and

total number of investment units issued

Total number of authorized investment units

10,000,000 units

10,000,000 units

Total number of investment units issued

796,000 units

796,000 units

(Notes to cash flow statement)

*1. Relationship between the balance of cash and cash equivalents at end of period and the amounts of the corresponding accounts on the balance sheet.

(thousands of yen)

28th fiscal period
(March 1, 2018 to August 31, 2018)

29th fiscal period
(September 1, 2018 to February 28, 2019)

Cash and deposits 2,609,937 3,570,388
Cash and deposits in trust 5,386,980 4,796,296
Restricted trust deposits (Note) (45,945) (46,870)
Cash and cash equivalents 7,950,972 8,319,815
(Note) Restricted trust deposits are trust deposits reserved for refunding tenant leasehold and security deposits deposited by tenants and for other purposes.

(Notes to leases)

The future lease revenues under the non-cancellable operating leases [as lessor] are as follows:

(thousands of yen)

28th fiscal period
(as of August 31, 2018)

29th fiscal period
(as of February 28, 2019)

Due within 1 year 5,460,765 5,456,188
Due after 1 year 20,411,538 19,862,497
Total 25,872,304 25,318,685
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VIII. Notes to Financial Statements

(Notes to financial instruments)

VIII. Notes to Financial Statements

2. Matters concerning fair value of financial instruments

1.

Matters concerning status of financial instruments

(1) Policy on handling financial instruments

In order to secure stable earnings and steady growth of assets under management, FRC procures funds primarily through
borrowings from financial institutions, issuance of investment corporation bonds or issuance of investment units for
property acquisitions, repair and maintenance work, repayment of interest-bearing debt and other purposes.

In procuring interest-bearing debt, FRC borrows funds primarily in long-term, fixed interest debt based on the policy of
establishing a solid financial structure, and conducts conservative operations intended to secure financial stability and
liquidity by dispersing debt payment dates and utilizing committed lines of credit and through other measures.

With regard to surplus funds, FRC manages them as various deposits and savings, etc. to support efficient management
while considering security.

FRC conducts derivative transactions only for the purpose of hedging the risk of future interest rate fluctuation, and not
for the purpose of speculation.

Description of financial instruments and associated risks, and risk management structure

Debt and investment corporation bonds are funds procured primarily for acquiring real estate trust beneficiary interests and
refinancing of borrowings. Borrowings and investment corporation bonds are exposed to liquidity risks upon debt payment
dates, but FRC works to mitigate these risks by such measures as appropriately controlling the ratio of interest-bearing
debt to total assets and executing commitment line agreements with local financial institutions that are lenders to secure
on-hand liquidity.

In addition, borrowings with floating interest rates are exposed to interest rate fluctuation risks. However, FRC works
to reduce the risks by such measures as adjusting the ratio of the balance of borrowings with floating interest rates to
total borrowings in accordance with the financial environment and other factors. FRC conducts derivative transactions
(specifically interest rate swap transactions) for part of its borrowings with floating interest rates in order to hedge the risk
of future fluctuations in the rates of interest payable. Furthermore, assessment of the effectiveness of these interest rate
swaps is omitted as it has been determined that they have met the requirements for special accounting. FRC executes and
manages its derivative transactions in accordance with its financial derivative transaction management policies and, it does
so only with financial institutions it determines to have a certain level of creditworthiness, by reference to their credit ratings,
to reduce counterparty risks.

FRC manages surplus funds in large time deposits. Such deposits are subject to the risks of failure of the financial
institutions holding the deposits as well as other credit risks. FRC mitigates the risks by limiting its deposits to financial
institutions with a certain level of creditworthiness, by reference to their credit ratings, as well as by setting short durations
for these deposits.

Tenant leasehold and security deposits received in trust are deposits from tenants and are exposed to liquidity risks if
tenants move out before the contracts expire. FRC mitigates this risk by such measures as securing on-hand liquidity.

(8) Supplementary explanation on matters concerning fair value of financial instruments

The fair value of financial instruments, aside from values based on market price, may include values based on reasonable
calculations when there is no market price. Certain assumptions are made in calculating those values, and there may be
cases where the values will vary when different assumptions are used.

As for the contract value and other conditions of derivative transactions indicated in “2. Matters concerning fair value of
financial instruments,” the contract value is not an indicator of the market risks related to such transactions.
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The following table includes the book values for financial instruments as recorded on the balance sheet, the corresponding
fair values and the difference between these amounts as of August 31, 2018. Please note that the following table does not
include those financial instruments for which determination of fair value is considered to be extremely difficult (refer to (Note 2)).

(thousands of yen)

I

(1) Cash and deposits 2,609,937 2,609,937 -
(2) Cash and deposits in trust 5,386,980 5,386,980 -
Total of assets 7,996,917 7,996,917 -

(3) Short-term debt - - -
(4) Current maturities of long-term debt 4,200,000 4,202,876 2,876
(5) Investment corporation bonds 5,000,000 5,218,003 218,003
(6) Long-term debt 66,300,000 66,438,703 138,703
(7) Tenant leasehold and security deposits received in trust 654,987 653,918 (1,068)
Total of liabilities 76,154,987 76,513,502 358,515

(8) Derivative transactions - - -
Total of derivative transactions - - -

The following table includes the book values for financial instruments as recorded on the balance sheet, the corresponding
fair values and the difference between these amounts as of February 28, 2019. Please note that the following table does not
include those financial instruments for which determination of fair value is considered to be extremely difficult (refer to (Note 2)).

(thousands of yen)

ETRETED] ar

(1) Cash and deposits 3,570,388 3,570,388 -
(2) Cash and deposits in trust 4,796,296 4,796,296 -
Total of assets 8,366,685 8,366,685 -

(3) Short-term debt - - -
(4) Current maturities of long-term debt 8,400,000 8,408,528 8,528
(5) Investment corporation bonds 5,000,000 5,338,493 338,493
(6) Long-term debt 64,100,000 66,509,457 2,409,457
(7) Tenant leasehold and security deposits received in trust 614,280 613,876 (403)
Total of liabilities 78,114,280 80,870,357 2,756,077

(8) Derivative transactions N - -
Total of derivative transactions - - -

(Note 1) Calculation method for fair value of financial instruments

(1) Cash and deposits, (2) Cash and deposits in trust and (3) Short-term debt
As these are settled within a short period of time, the fair value is approximately the same as the book value and is thus stated at that book value.
(4) Current maturities of long-term debt, (5) investment corporation bonds and (6) Long-term debt
The fair value of long-term debt with fixed interest rates (including debt with practical fixed interest rates through interest rate swaps) and investment corporation bonds (the “debt, etc.”) is
calculated by discounting the total amount of principal and interest by the rate assumed as being applicable in the event of a new drawdown of similar debt, etc.
The fair value of long-term debt with floating interest rates is based on the book value, as the contract terms require the interest rates to be revised in a certain period of time (within six months)

and thus is considered to be nearly equal to the book value.
(7) Tenant leasehold and security deposits received in trust

The fair value of tenant leasehold and security deposits received in trust, which are deposited by the lessees, is calculated by discounting the future cash flows of such deposits by a reasonably
estimated rate that takes into account the term remaining until the reimbursement deadline and credit risks.

(8) Derivative transactions
Please refer to (Notes to derivative transactions)

(Note 2) Financial instruments for which determination of fair value is considered extremely difficult.

(thousands of yen)

28th fiscal period
(as of August 31, 2018)

29th fiscal period
(as of February 28, 2019)

Tenant leasehold and security deposits
received in trust®

11,372,502

11,427,498

®Tenant leasehold and security deposits received in trust are not subject to the requirement to disclose fair value, as it is considered extremely difficult to determine
the fair value. This is because future cash flows cannot be estimated since there is no market price and it is difficult to assume the reimbursement dates due to the
possibility of cancellation, renewal and re-execution of lease contracts by lessees even if the contract terms are fixed, and because the past rate of tenants moving out
of the properties owned by FRC may not be indicative of future move out rates as they are too specific to individual circumstances.
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VIIl. Notes to Financial Statements

(Note 3) Amount of redemption of monetary claims scheduled to be due after closing of accounts (as of August 31, 2018)

(thousands of yen)
Due in 1 year or less
Cash and deposits 2,609,937
Cash and deposits in trust 5,386,980
Total 7,996,917

Amount of redemption of monetary claims scheduled to be due after closing of accounts (as of February 28, 2019)

(thousands of yen)
Due in 1 year or less
Cash and deposits 3,570,388
Cash and deposits in trust 4,796,296
Total 8,366,685

(Note 4) Amount of repayment of long-term debt and investment corporation bonds scheduled to be due after closing of accounts (as of August 31, 2018)

(thousands of yen)

Due in 1 year or less 110 2 years 2 1o 3 years 310 4 years 410 5 years Due after 5 years
Long-term debt 4,200,000 5,700,000 6,300,000 6,000,000 5,900,000 42,400,000
Investment
corporation bonds - B B B B 5,000,000

Amount of repayment of long-term debt and investment corporation bonds scheduled to be due after closing of accounts (as of February 28, 2019)

(thousands of yen)

Due in 1 year or less 1 to 2 years 2 to 3 years 3 10 4 years 410 5 years Due after 5 years
Long-term debt 8,400,000 1,000,000 6,300,000 6,000,000 10,400,000 40,400,000
Investment
corporation bonds - B B B 2,000,000 3,000,000

(Notes to investment securities)
28th fiscal period (as of August 31, 2018)
Not applicable.

29th fiscal period (as of February 28, 2019)
Not applicable.
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VIII. Notes to Financial Statements

(Notes to derivative transactions)
1. Derivatives to which hedge accounting is not applied

28th fiscal period (as of August 31, 2018)
Not applicable.

29th fiscal period (as of February 28, 2019)
Not applicable.

2. Derivatives to which hedge accounting is applied
28th fiscal period (as of August 31, 2018)

The following is the contract amount or amount equivalent to the principal provided in the contract as of the closing of
accounts for each method of hedge accounting.

(thousands of yen)
Contract amount, etc. Calculation

Method of hedge accounting Type of derivative transactions, etc. Main hedged item Of which, Fair value method for the
exceeding 1 year fair value

Interest rate swap transaction
Receivable floating; Payable fixed

(*) Transactions for which special accounting for interest rate swaps is applied are combined with long-term debt for accounting purposes. Accordingly, their fair value is included in the fair value of the relevant
long-term debt (refer to Notes to financial instruments, 2. Matters concerning fair value of financial instruments, (Note 1) (6)).

Special accounting for interest rate swaps Long-term debt 25,000,000 21,300,000 * -

29th fiscal period (as of February 28, 2019)

The following is the contract amount or amount equivalent to the principal provided in the contract as of the closing of
accounts for each method of hedge accounting.

(thousands of yen)
Contract amount, etc. Calculation

Method of hedge accounting Type of derivative transactions, etc. Main hedged item Of which, Fair value method for the
exceeding 1 year fair value

Interest rate swap transaction
Receivable floating; Payable fixed

(*) Transactions for which special accounting for interest rate swaps is applied are combined with long-term debt for accounting purposes. Accordingly, their fair value is included in the fair value of the relevant
long-term debt (refer to Notes to financial instruments, 2. Matters concerning fair value of financial instruments, (Note 1) (6)).

Special accounting for interest rate swaps Long-term debt 25,200,000 19,000,000 * -

(Notes to retirement benefits)
28th fiscal period (as of August 31, 2018)

Not applicable as FRC does not have any retirement benefit system.

29th fiscal period (as of February 28, 2019)

Not applicable as FRC does not have any retirement benefit system.

(Notes to tax effect accounting)

1. Breakdown of primary causes for occurrence of deferred tax assets and deferred tax liabilities.
(thousands of yen)

28th fiscal period 29th fiscal period
(as of August 31, 2018) (as of February 28, 2019)
Deferred tax assets
Amount of accrued business taxes not deductible from taxable income 15 17
Total deferred tax assets 15 17
Deferred tax assets, net 15 17
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2. Breakdown of significant causes of the difference between the effective statutory income tax rate and the effective income tax rate after application of tax effect
accounting.

28th fiscal period (from March 1, 2018 to August 31, 2018)
Not applicable.
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29th fiscal period (from September 1, 2018 to February 28, 2019)
Not applicable.

28th fiscal period (from March 1, 2018 to August 31, 2018)

(thousands of yen)

FRC’s share
. of voting o - ' Balance

I ) . Business . Description of ~ Description of Transaction

Classification Name Location Capital _— rights, etc. [or . } . Category  atend of
description ownership of relationship transaction amount period
such in FRC]

. FJ. Consignment | Consignment Operating
Subsidiaries of | Entertainment | Hakata Ward, 00,000 | Real estate B of real estate | Of realestate 1,021,869 | o | 211411
other affiliates W?’\r‘(ﬁz L_)m, Fukuoka City business management, etc. mSQ??ﬁ(ﬂﬁiTt’ (Note 5) payable (Note 5)

Asset Asset p .
aymen
Subsidiaries of |Fukuoka Realty| Hakata Ward, 200.000 mag?%eRrgent _ n;%rgg:trgeg;gf of asset 520,829 | Accrued | 261,314
other affiliates |  Co., Ltd. Fukuoka City and other concurrent service r@ggggﬁorga?t (Note 5 | expenses | (Note5)
businesses of officer (Note 3)

(Note 1) Transaction terms and conditions are determined in reference to market prices, etc. and by concluding business consignment agreements after negotiating on prices.
(Note 2) FRC has concluded with FJ. Entertainment Works Ltd. a real estate lease and management consignment agreement for Park Place Oita and a building lease and management consignment agreement
for Konoha Mall Hashimoto. The agreements are master lease type with pass-through rent, in which rents and other proceeds from end tenants are directly related to an increase or decrease of FRC's
revenues. For the properties covered by the said type of the agreements, the above table shows figures that regard end tenants as direct lessees.
(Note 3) Etsuo Matsuyuki, CEO & Representative Director of FRC, concurrently serves as a CEO & Representative Director of Fukuoka Realty Co., Ltd.
(Note 4) The amount of the asset management fees is decided based on the asset management consignment agreement following discussion between the concerned parties.

(%)
28th fiscal period 29th fiscal period
(as of August 31, 2018) (as of February 28, 2019)

Effective statutory income tax rate 31.53 31.30
Deductible dividend amount (31.52) (31.29)
Other 0.02 0.02
Effective income tax rate after application of tax effect accounting 0.03 0.04

(Notes to equity method income and earnings)
28th fiscal period (from March 1, 2018 to August 31 2018)
Not applicable as FRC does not have any affiliated companies.
29th fiscal period (from September 1, 2018 to February 28, 2019)
Not applicable as FRC does not have any affiliated companies.
(Notes to transactions with related parties)
1. Transactions with related parties
28th fiscal period (from March 1, 2018 to August 31, 2018)
(thousands of yen)
FRC’s share of Bal
o : . Business  VOting rights,  pescription of Description of  Transaction aiance
Classification Name Location Capital description etc. relationship transaction - Category  at eqd of
[or ownership of period
such in FRC]
Purchase of 15,090,000 ~ ~
Fukuoka Jish General Ownershipin | Consignment re%gﬁtﬁt" (Note 4)
Other affiliates uéj ) iﬂs ° | Hekata Ward, 4,000,000 | real estate FRCDirect | of real estate i
?N'(;tetS). Fukuoka City | == business [8.55%] management, gfo Pes;?gggg 1,474,309 Operating 112,812
i 0, 3 ] )
Indirect [0.94%)] etc. management, (Note 4) accounts (Note 4
etc. (Note 2) payable

(Note 1) Transaction terms and conditions are determined in reference to appraisal values by third parties and after negotiating on prices.
(Note 2) Transaction terms and conditions are determined in reference to market prices, etc. and by concluding business consignment agreements after negotiating on prices.

(Note 5) Consumption taxes are not included in the transaction amount but are included in the balance at end of period.

29th fiscal period (from September 1, 2018 to February 28, 2019)

(thousands of yen)

(Note 3) FRC has concluded a building lease and management consignment agreement with Fukuoka Jisho Co., Ltd. for Canal City Hakata, Canal City Hakata-B, Canal City Business Center and Taihaku
Street Business Center. The lease contract is a master lease type with pass-through rent, in which rents and other proceeds from end tenants are directly related to an increase or decrease of FRC's
revenues. For properties covered by the said type of agreements, the above table shows figures that regard end tenants as direct lessees.

(Note 4) Consumption taxes are not included in the transaction amount but are included in the balance at end of period.

29th fiscal period (from September 1, 2018 to February 28, 2019)

(thousands of yen)
FRC’s share of -
o : : Business  Voting rights,  pegcription of Description of ~ Transaction diance
Classification Name Location Capital description o Owi(;hip ) relationship transaction g Category a':) :pigdof
such in FRC]
' Ownershipin | Consignment )
Fukuoka Jisho General ) Consignment of real Operating
Other affiliates | Co., Ltd. Hakata Ward’ 4,000,000 | real estate FRG D'(EECT of real estate estate management, 1,493,926 accounts | 101,975
Fukuoka City ; [8.55%] management, tc. (Note 1 (Note 3) (Note 3)
(Note 2) business Indirect [0.94%] ot etc. (Note 1) payable

(Note 1) Transaction terms and conditions are determined in reference to market prices, etc. and by concluding business consignment agreements after negotiating on prices.
(Note 2) FRC has concluded a building lease and management consignment agreement with Fukuoka Jisho Co., Ltd. for Canal City Hakata, Canal City Hakata-B, Canal City Business Center and Taihaku
Street Business Center. The lease contract is a master lease type with pass-through rent, in which rents and other proceeds from end tenants are directly related to an increase or decrease of FRC's
revenues. For properties covered by the said type of agreements, the above table shows figures that regard end tenants as direct lessees.
(Note 3) Consumption taxes are not included in the transaction amount but are included in the balance at end of period.
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FRC’s share
. of voting . i ] Balance

I . . Business . Description of ~ Description of Transaction

Classification Name Location Capital e rights, etc. [or L . Category  atend of
description ownership of relationship transaction amount period
such in FRC]

. FJ. Consignment | Consignment Operating
Subsidiaries of | Entertainment | Hakata Ward, 20,000 Real estate _ of real estate | Of realestate | 961,363 | .o ) e 180,017
other affiliates Wczhrll;é 2L)td. Fukuoka City business managsment, ofc. mgtréa%ﬁmnggr;t (Note 5) payable (Note 5)

Asset Asset p '
. aymen
Subsidiaries of |Fukuoka Realty| Hakata Ward, 200.000 mag?%%rgent _ n;%[gigggegr:gf of asset 532,061 | Accrued | 264,355
0 : , y . ! t
other affiliates |  Co., Ltd. Fukuoka City and other concurrent service ﬁ}ggg%ﬁoga? (Note 5) expenses |  (Note )
businesses of officer (Note 3)

(Note 1) Transaction terms and conditions are determined in reference to market prices, etc. and by concluding business consignment agreements after negotiating on prices.

(Note 2) FRC has concluded with FJ. Entertainment Works Ltd. a real estate lease and management consignment agreement for Park Place Oita and a building lease and management consignment agreement
for Konoha Mall Hashimoto. The agreements are master lease type with pass-through rent, in which rents and other proceeds from end tenants are directly related to an increase or decrease of FRC’s
revenues. For the properties covered by the said type of the agreements, the above table shows figures that regard end tenants as direct lessees.

(Note 3) Etsuo Matsuyuki, CEO & Representative Director of FRC, concurrently serves as a CEQ & Representative Director of Fukuoka Realty Co., Ltd.

(Note 4) The amount of the asset management fees is decided based on the asset management consignment agreement following discussion between the concerned parties.

(Note 5) Consumption taxes are not included in the transaction amount but are included in the balance at end of period.
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28th fiscal period (from March 1, 2018 to August 31, 2018)
Not applicable.

29th fiscal period (from September 1, 2018 to February 28, 2019)
Not applicable.

2. Parent company and major affiliated companies
28th fiscal period (from March 1, 2018 to August 31, 2018)
Not applicable.

29th fiscal period (from September 1, 2018 to February 28, 2019)
Not applicable.

(Notes to asset retirement obligations)
28th fiscal period (from March 1, 2018 to August 31, 2018)
Not applicable.

29th fiscal period (from September 1, 2018 to February 28, 2019)
Not applicable.

(Notes to properties for lease)

FRC owns retail, office buildings and residential properties for lease in the Kyushu area centering on Fukuoka Prefecture. The
following table provides the book value recorded on the balance sheet, amount of change during the period and fair value of
these properties for lease.

(thousands of yen)
28th fiscal period 29th fiscal period
Use (March 1, 2018 to (September 1, 2018 to
August 31, 2018) February 28, 2019)
Amount recorded on the balance sheet
Balance at beginning of period 102,228,826 112,809,363
Retail Amount of change during period 10,580,536 (219,213)
Balance at end of period 112,809,363 112,590,150
Fair value at end of period 122,730,000 123,030,000
Amount recorded on the balance sheet
Balance at beginning of period 42,497,225 46,364,435
Office buildings Amount of change during period 3,867,209 (328,948)
Balance at end of period 46,364,435 46,035,486
Fair value at end of period 62,070,000 63,510,000
Amount recorded on the balance sheet
Balance at beginning of period 23,419,151 23,291,933
Others Amount of change during period (127,217) 2,805,442
Balance at end of period 23,291,933 26,097,376
Fair value at end of period 27,020,000 29,980,000
Amount recorded on the balance sheet
Balance at beginning of period 168,145,203 182,465,732
Total Amount of change during period 14,320,528 2,257,280
Balance at end of period 182,465,732 184,723,013
Fair value at end of period 211,820,000 216,520,000

(Note 1) Amount recorded on the balance sheet is the cost of acquisition less accumulated depreciation.

(Note 2) Of the amount of change during the 28th fiscal period, the amount of increase is primarily attributable to acquisition of three properties (Konoha Mall Hashimoto, Higashi Hie Business Center Il and Park
Place Oita Daiichi Parking) (15,265 million yen in total) and capital expenditures (657 million yen), and the amount of decrease is primarily attributable to depreciation and amortization expenses (1,602
million yen). Of the amount of change during the 29th fiscal period, the amount of increase is primarily attributable to acquisition of Tissage Hotel Naha (2,936 million yen in total) and capital
expenditures (947 million yen), and the amount of decrease is primarily attributable to depreciation and amortization expenses (1,622 million yen).

(Note 3) The fair value at end of period is the appraisal value provided by outside real estate appraisers.
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The following table provides the income (loss) from properties for lease.

(thousands of yen)
28th fiscal period 29th fiscal period
Use (March 1, 2018 to (September 1, 2018 to
August 31, 2018) February 28, 2019)
Amount recorded on the statement of income
Retail Real estate leasing business revenues 5,937,957 5,986,689
Expenses related to real estate leasing business 3,679,834 3,658,315
Revenues and expenses related to real estate leasing business 2,258,123 2,328,374
Amount recorded on the statement of income
) L Real estate leasing business revenues 2,415,877 2,405,402
Office buildings = -
Expenses related to real estate leasing business 1,240,489 1,229,333
Revenues and expenses related to real estate leasing business 1,175,387 1,176,068
Amount recorded on the statement of income
Others Real estate leasing business revenues 824,595 850,742
Expenses related to real estate leasing business 367,301 386,354
Revenues and expenses related to real estate leasing business 457,294 464,387
Amount recorded on the statement of income
Total Real estate leasing business revenues 9,178,430 9,242,834
Expenses related to real estate leasing business 5,287,625 5,274,003
Revenues and expenses related to real estate leasing business 3,890,804 3,968,831

(Note) Real estate leasing business revenues and expenses related to real estate leasing business are comprised of leasing business revenues and accompanying expenses (outsourcing fees, depreciation
and amortization expenses, taxes and other public charges, etc.), and are recorded as Leasing revenues - real estate, Other leasing revenues - real estate and Expenses related to leasing business,
respectively.

(Notes to segment information)
[Segment information]

Descriptions omitted as FRC has a single business segment of real estate leasing business.

[Related information]
28th fiscal period (from March 1, 2018 to August 31, 2018)

(1) Information by product and service
Descriptions are omitted as FRC’s operating revenues under single product/service classification for outside customers
exceed 90% of operating revenues recorded in the statement of income.
(2) Information by region
(a) Operating revenues
Descriptions are omitted as FRC’s operating revenues for outside customers in Japan exceed 90% of operating
revenues recorded in the statement of income.
(b) Property, plant and equipment
Descriptions are omitted as the amount of FRC’s property, plant and equipment located in Japan exceeds 90% of
property, plant and equipment recorded on the balance sheet.
(3) Information by major customer
Descriptions are omitted as FRC’s operating revenues for an individual outside customer are less than 10% of operating
revenues recorded in the statement of income.

29th fiscal period (from September 1, 2018 to February 28, 2019)

(1) Information by product and service
Descriptions are omitted as FRC’s operating revenues under single product/service classification for outside customers
exceed 90% of operating revenues recorded in the statement of income.
(2) Information by region
(a) Operating revenues
Descriptions are omitted as FRC’s operating revenues for outside customers in Japan exceed 90% of operating
revenues recorded in the statement of income.
(b) Property, plant and equipment
Descriptions are omitted as the amount of FRC’s property, plant and equipment located in Japan exceeds 90% of
property, plant and equipment recorded on the balance sheet.
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(3) Information by major customer
Descriptions are omitted as FRC’s operating revenues for an individual outside customer are less than 10% of operating
revenues recorded in the statement of income.

(Notes to per unit information)

28th fiscal period 29th fiscal period
(March 1, 2018 to August 31, 2018) (September 1, 2018 to February 28, 2019)

Net assets per unit (yen) 127,888 127,982
Profit per unit (yen) 3,593 3,687

(Note 1) Profit per unit was calculated by dividing the profit by the daily weighted average number of investment units. Diluted profit per unit is not stated as there are no dilutive investment units.
(Note 2) Profit per unit was calculated based on the following data:

28th fiscal period
(March 1, 2018 to August 31, 2018)

29th fiscal period
(September 1, 2018 to February 28, 2019)

Profit (thousands of yen) 2,860,088 2,934,877
Amounts not attributable to ordinary unitholders (thousands of yen) - -
Profit attributable to ordinary investment units (thousands of yen) 2,860,088 2,934,877
Average number of units during the fiscal period (units) 796,000 796,000
(Notes to cash distributions) housands ofyer)
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(Schedule of property, plant and equipment, and intangible assets)

28th fiscal period

29th fiscal period

Account (March 1, 2018 to August 31, 2018) (September 1, 2018 to February 28, 2019)
|. Unappropriated surplus 2,860,542 2,935,391
II. Total dividend 2,860,028 2,934,852
[Dividend per investment unit] [3,593 yen] (3,687 yen]
III. Surplus brought forward 514 539

Method for calculating dividends

The amount of dividends shall be decided in accordance
with the dividend policy stipulated in Article 38-1-1 of
FRC’s Articles of Incorporation and must exceed 90% of
FRC’s distributable profits as stipulated in Article 67-15-
1 of the Special Taxation Measures Act.

Following the above policy, FRC shall decide to distribute
2,860,028 thousand yen, which is almost the entire
amount of unappropriated surplus, as earnings dividends.
Moreover, dividend in excess of earnings as stipulated in
Article 38-2 of FRC’s Articles of Incorporation will not be
provided.

The amount of dividends shall be decided in accordance
with the dividend policy stipulated in Article 38-1-1 of
FRC’s Articles of Incorporation and must exceed 90% of
FRC’s distributable profits as stipulated in Article 67-15-
1 of the Special Taxation Measures Act.

Following the above policy, FRC shall decide to distribute
2,934,852 thousand yen, which is almost the entire
amount of unappropriated surplus, as earnings dividends.
Moreover, dividend in excess of earnings as stipulated in
Article 38-2 of FRC’s Articles of Incorporation will not be
provided.

(Note) Amounts other than the amounts of dividend per unit are rounded down to the nearest thousand yen.

(Notes to significant subsequent events)

No relevant items.

(Schedule of securities)

Not applicable.

(Schedule of contract amount, etc. and fair value of derivative transactions
and forward exchange transactions)

(thousands of yen)

Category

Contract amount, etc.

Type (Note 1)

0f which Fair value

(Note 2)

exceeding 1 year
25,200,000 19,000,000 | (208,837)

Interest rate swap transaction
Receivable floating; Payable fixed

Total 25,200,000 19,000,000 | (208,837)

(Note 1) The contract amount, etc. of the interest rate swap transaction is based on the notional principal amount.
(Note 2) The fair value is calculated by the counterparty of the transaction contract based on the actual interest rate on the market and other factors.

Off-market transaction
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(thousands of yen)
Balance as of Balance as of L Net property
Type of asset September 1, Increase Decrease February 28, QZCL:ETCT:;[;? De%gc'itr'g:jfor and Remarks
2018 2019 P P equipment
Buildings in trust 98,000,220 2,697,377 4,730 | 100,692,867 | 28,811,313 1,515,752 | 71,881,554 (Note 1)
Structures in trust 1,855,414 17,863 - 1,873,277 729,404 29,226 1,143,873 (Note 1)
Machinery and
equipmernyt in trust 1,295,492 105,320 - 1,400,813 462,805 40,631 938,007 (Note 1)
Vehicles and
Total property, | transport 747 - - 747 533 47 214
plant and equipment in trust
equipment | Tools and fitures |4 358 gg3 49,760 191 | 1378452 | 1,117,165 33,517 261,286 |  (Note 1)
Land in trust 103,814,610 1,103,841 — | 104,918,451 - — | 104,918,451 (Note 1)
Construction in
progress in trust 113,234 5,224 111,370 7,088 - - 7,088 (Note 2)
Subtotal 206,408,602 3,979,387 116,292 | 210,271,697 | 31,121,221 1,619,175 | 179,150,475
Leaseholdrightin— 5 545,883 - - | 5545883 - - | 5545883
Total intangible oner intangiole
assets assets in trgst 46,871 15,881 - 62,752 36,097 3,617 26,654 (Note 1)
Subtotal 5,592,754 15,881 - 5,608,635 36,097 3,617 5,572,537
Total 212,001,357 3,995,268 116,292 | 215,880,333 | 31,157,319 1,622,792 | 184,723,013
(Note 1) The increase in the 29th fiscal period is due to acquisition of Tissage Hotel Naha, and capital expenditures for existing properties.
(Note 2) The decrease in the 29th fiscal period is due to the transfer to relevant accounts as a result of construction completion.
(Schedule of other specified assets)
Not applicable.
(Schedule of investment corporation bonds)
Balance as of Decrease Balance as
September 1, during the fiscal February 28, Coupon . Maturity -
Issue Issue date 2018 variod 2019 (%) Maturity date P Use Description
(thousands of yen) (thousands of yen) (thousands of yen)
. . Lump-sum No collateral/
First Series of | December 30, December 29, . Repayment of
Unsecured Bonds| 2013 2,000,000 - 2,000,000 1.32 o023 | Upon maturity debt No guarantee
(Note 1) (Note 2)
) Lump-sum No collateral/
Second Series of July 30, " | Repayment of
(Note 1) (Note 2)
. . Lump-sum No collateral/
Third Series of B July 30, ) Repayment of
Unsecured Bonds July 31,2018 | 1,000,000 1,000,000 1.20 2038 upon maturity debt No guarantee
(Note 1) (Note 2)
Total 5,000,000 - 5,000,000

(Note 1) The bonds may be repurchased and cancelled by FRC at any time on and after the date following the payment date, unless otherwise determined by the book-entry transfer agent.
(Note 2) The bonds are subject to the limited pari passu clause among specified investment corporation bonds.
(Note 3) Amount of redemption of investment corporation bonds scheduled to be due within 5 years after period end.

(thousands of yen)

Category Due in 1 year or less 1to 2 years 2 1o 3 years 310 4 years 4 10 5 years

Investment corporation bonds - - - - 2,000,000
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(Schedule of debt)

Balance as of Balance as of Balance as of Balance as of

Category Average Category Average
September 1, Increase Decrease February 28, interest rate Repayment date Use of funds Description September 1, Increase Decrease February 28, interest rate Repayment date Use of funds Description
2018 (thousands of yen) (thousands of yen) 2019 (0/ ) (Note 1) 2018 (thousands of yen) (thousands of yen) 2019 (0 y ) (Note 1)
Lender (thousands of yen) (thousands of yen) \"° Lender (thousands of yen) (thousands of yen) \'°
The Bank of Fukuoka _ 750,000 750,000 _ Development Bark of 2,000,000 - - 2,000,000 0.620 | February 28, 2025 Refinance fund No colateral/
(Note 2) . No collateral/ apa g
0.413 January 31, 2019 Acquisition fund No guarantee No collateral/
Resona Bank (Note 2) _ 150,000 150,000 - Mizuho Bank 500,000 - - 500,000 0.440 | February 29, 2024 Refinance fund e ggafa‘;@e
The Nishi-Nippon Cit inael _ _ : No collateral/
Bark (Note ZD)D y _ 785,714 785,714 _ Shinsei Bank 700,000 700,000 0.400 July 31, 2024 Refinance fund No guarantee
Sumitomo Mitsui Trust : No collateral/
Resona Bank (Note 2) _ 110,000 110,000 _ Bank 300,000 - - 300,000 0.413 | September 30, 2025 Refinance fund No guarantee
‘ Development Bank of _ _
e S of Nagesald - 78,571 78,571 - 0413 | January 31, 2019 Acquisition fund o ol Japan 1,500,000 1,500,000
The Oita Bank (Note 2) - 78,571 78,571 - The Qita Bank 100,000 - - 100,000
The Bank of Saga The Kagoshima Bank 100,000 - - 100,000
(Note 2) - 47,142 47142 - No collateral
Short-term The Kitakyushu Bank 100,000 - - 100,000 0.718 | December 30, 2025 Refinance fund 0 colatera
debt (Tl\rl]gteB gr)]k oot - 333,333 333333 B No collateral/ ! Mo quarantee
0411 | February 28, 2019 Refinance fund No guarantee The Eighteenth Bank 100,000 - - 100,000
Resona Bank (Note 2) - 66,666 66,666 -
P—— The Shinwa Bank 100,000 - - 100,000
The Nishi-Nippon City _ _ ’ ’
Bank Noto ) 285,714 285,714
The Hiroshima Bank 100,000 - - 100,000
Resona Bank (Note 2) - 40,000 40,000 -
, No collateral/
; The Bank of Fukuoka 1,500,000 - - 1,500,000 0.419 | December 30, 2026 Refinance fund
e gy of Nagasald - 28,571 28,571 - 0411 | February 28,2019 | Refinance fund o Colateray Mo guarantee
MUFG Bank 800,000 - - 800,000 0481 | March 31,2025 Refinance fund No gggﬁ;ﬁ@é
The Oita Bank (Note 2) - 28,571 28,571 - o ool
Resona Bank 600,000 - - 600,000 0658 | March 31,2027 Refinance fund 0 collatera
The Bank of Saga _ 17142 17142 _ No guarantee
(Note 2) ' ' - - No collateral/
The Higo Bank 300,000 - - 300,000 0.481 March 31, 2025 Refinance fund No guarantee
Subtotal - 2,800,000 2,800,000 -
T — The Bank of Fukuoka 1,300,000 - - 1,300,000
umitomo Mitsul banking 500,000 - 500,000 - 1.338 | January 31,2019 Refinance fund o collateral
Corporation ’ ’ ) ’ No guarantee The Nishi-Nippon City
e 1,000,000 - - 1,000,000
Mizuho Bank 200,000 - - 200,000
The Oita Bank 700,000 - - 700,000
The Norinchukin Bank 3,000,000 - - 3,000,000 0538 | Juy31,2019 Refinance fund NS conateral
Current The Kitakyushu Bank 700,000 - - 700,000 No collateral’
maturities | The Bank of Saga 500,000 - - 500,000 0.777 June 30, 2026 Refinance fund I Sﬁa‘?a%t%e
The Miyazaki Bank 700,000 - - 700,000
0f10ng- | yurg Bank - 500,000 - 500,000 0520 | September 25, 2019 Refinance fund No collateral/
term debt 9 Long-term The Shinwa Bank 600,000 - - 600,000
The Nishi-Nippon City - 2,500,000 - 2,500,000 0775 | February 29, 2020 Acquisition fund o collateral }
Bank T o Ve ¢ No guarantee debt The Iyo Bank 500,000 - - 500,000
Mizuho Bank - 1,700,000 - 1,700,000 0.569 | February 29, 2020 Refinance fund No collateral/
zuno Ban coruary elinance fun No guarantee The Eighteenth Bank 500,000 - - 500,000
Subtotal 4,200,000 4,700,000 500,000 8,400,000 .
Sevebpment Bark of 1,800,000 - - 1,800,000 0650 | December 31,2026 |  Refinance fund NS Colateray
The Nishi-Nippon City _ _ 0.775 it No collateral/
Bank 2,500,000 2,500,000 ' February 29,2020 | Acquisiion fund No guarantee The Bak of Fukuoka 2,000,000 - - 2,000,000 0.792 July31,2027 | Refinance fund o solateral
i - - i No collateral/ TN -
Mizuho Bank 1,700,000 1,700,000 0.569 | February 29, 2020 Refinance fund No guarantee gg%li\"sm Nippon City 2,000,000 - - 2,000,000 0.892 July 31, 2027 Refinance fund h‘g gggﬁ;ﬁqﬁg
, No collateral/ N -
Aozora Bank 1,000,000 - - 1,000,000 0.469 June 30, 2020 Refinance fund No guarantee ggﬁll\hsm—Nmpon City 500,000 _ _ 500,000
Mizuho Bank 2,300,000 - - 2,300,000 The Bank of Fukuoka 500,000 - - 500,000
The Norinchukin Bank 1,000,000 - - 1,000,000 The Oita Bank 100,000 B B 100,000
The Hiroshima Bank 1,400,000 - - 1,400,000 .
T T The Kitakyushu Bank 100,000 - - 100,000 1 No collateral/
0.835 July 30, 2021 Refinance fund “g 882?;%@% Y 0.850 August 31, 2027 Refinance fund No guarantee
The Kitakyushu Bank 800,000 - - 800,000 The Eighteenth Bank 100,000 _ _ 100,000
The lyo Bank 500,000 - - 500000 The Shinwa Bank 100,000 - - 100,000
The Higo Bank 300,000 - - 300,000
Long-term The Hiroshima Bank 100,000 - - 100,000
debt | Development Bank of 4,000,000 - - 4,000,000 1010 | August 31, 2022 Refinance fund No colateral/
Japan No guarantee Resona Bank 2,000,000 - - 2,000,000 0.494 | September 30, 2027 Refinance fund No ggg‘;‘;ﬁ@g‘é
MUFG Bank 500,000 - 500,000 - 0.520 | September 25, 2019 Refinance fund No collateral/
P No guarantee The Bank of Fukuoka 1,500,000 - - 1,500,000 0.812 | December 30, 2027 Refinance fund No g‘u’g‘;‘;ﬁrﬁe‘é
Sumitomo Mitsui Banking , No collateral/
) 1,600,000 - - 1,600,000 0.790 June 30, 2022 Refinance fund
Corporation No guarantee Jeelopment Bank of 500,000 - - 500,000 0680 | Decerber 30, 2027 Refinance fund NS conateral
Sumitomo Mitsui Trust _ _ . No collateral/ N n
Bank 1,500,000 1,500,000 0.564 July 31, 2023 Refinance fund No guarantee ggﬁi\hsh\-Nlppon City 1,900,000 _ _ 1,900,000 0.750 | February 29, 2028 Refinance fund “g gggerl;enrélé
Development Bank of , No collateral/ f Ui
Japan 4,000,000 - - 4,000,000 0880 | August 31,2023 Refinance fund No guarantee Sumitomo Mitsui Trust 1,100,000 - - 1,100,000 0.600 | February 26, 2027 Refinance fund o coliateral
, No collateral/ )
The Bank of Fukuoka 400,000 - - 400,000 0.419 August 31, 2022 Refinance fund No guarantee MUFG Bank 1,500,000 _ _ 1,500,000 0.500 February 27, 2026 Refinance fund “g ggg?;%@é
The Nishi-Nippon Cit i
Bk RO B 400,000 - - 400,000 0.870 | August 31,2023 Refinance fund Ny copatara Resona Bank 600,000 - - 600,000 0.567 | February 29, 2028 Refinance fund o Colteral
_ _ . No collateral/ Development Bank of it No collateral/
The Bank of Fukuoka 2,000,000 2,000,000 0.419 | February 29, 2024 Refinance fund No quarantee Japan p 2,500,000 - - 2,500,000 0.720 March 1, 2028 Acquisition fund No guarantee
ohe Nishi-Nippon Gty 2,000,000 - - 2,000,000 0440 | February 29, 2024 Refinance fund Ny et MUFG Bark 600,000 - - 600,000 0480 | March 31,2026 Refinance fund Ny corateral
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VIIl. Notes to Financial Statements

Balance as of

Category September 1 | D E:Il?rrsjca? a;gf B
P 0|, et efetkiz Y5 interest rate Repaymentdate  Use of funds Description
2018 (thousands of yen) (thousands of yen) 2019 (0/) (Note 1)
Lender (thousands of yen) (thousands of yen) "
The Nishi-Nippon City _ _ : No collateral/
Bank 600,000 600,000 0.802 March 31, 2028 Refinance fund No guarantee
The Bank of Fukuoka 500,000 - - 500,000 0.802 | March 31,2028 Refinance fund No gg!?;%@'é
Mizuho Bank 500,000 - - 500,000 0.630 | March 31,2028 Refinance fund No 58!1?;%’{;'4
Sumitomo Mitsui Banking : No collateral/
Corporation 500,000 - - 500,000 0.504 March 31, 2025 Refinance fund No guarantes
MUFG Bank 500,000 - - 500,000 0490 | March 31,2027 Refinance fund No Sﬂl?éiﬁz'é
Sumitomo Mitsui Trust : No collateral/
o 400,000 - - 400,000 0576 | March 31,2027 Refinance fund Ny et
The Oita Bank 400,000 - - 400,000 0.646 | March 31,2028 Refinance fund No ggg?;%’tg'é
The Hiroshima Bank 400,000 - - 400,000 0.646 | March 31,2028 Refinance fund No ggg?;%’;'é
Long-term | Shinsei Bank 300,000 - - 300,000 0400 | March 31,2025 Refinance fund No ggg?;%’;'é
debt Sumitomo Mitsui Banking : No collateral/
Corporation - 500,000 - 500,000 0.655 January 31, 2029 Refinance fund No guarantee
MUFG Bank - 500,000 - 500,000 0590 | January 31,2028 Refinance fund No ggg?;%’é'é
The Nishi-Nippon City _ _ , No collateral/
Bank 400,000 400,000 0.419 January 31, 2029 Refinance fund No guarantee
The Bank of Fukuoka - 300,000 - 300,000 0419 | January 31, 2029 Refinance fund N ggg?;%’tg'é
The Oita Bank - 200,000 - 200,000 0.334 | February 27, 2026 Refinance fund No ggg?;%’g'é
The Kagoshima Bank - 200,000 - 200,000 0334 | February 27, 2026 Refinance fund N ggg?;%@é
The Higo Bank - 200,000 - 200,000 0334 | February 27, 2026 Refinance fund NS Conateral
Resona Bank - 200,000 - 200,000 0.488 | February 28, 2029 Refinance fund Ny Cotateral
Subtotal 66,300,000 2,500,000 4,700,000 64,100,000
Total 70,500,000 10,000,000 8,000,000 72,500,000

(Note 1) The average interest rate is a weighted-average figure during the fiscal period and is rounded to the third decimal place. Furthermore, the average interest rate of debt for which FRC conducted

interest rate swap transactions is the weighted-average figure during the fiscal period taking into consideration the effect of interest rate swaps.
(Note 2) The debts were made based on the commitment line agreements between FRC and respective banks.
(Note 3) Amount of repayment of long-term debt scheduled to be due within 5 years after period end.

(thousands of yen)
Category 1to 2 years 2 1o 3 years 310 4 years 410 5 years
Long-term debt 1,000,000 6,300,000 6,000,000 \ 10,400,000
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