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1. PERFORMANCE FOR THE FISCAL PERIOD ENDED JULY 31, 2019 (15TH FISCAL PERIOD)

(1) Business Results (Percentages show period-on-period changes)

Operating Revenues Operating Income Ordinary Income Net Income
(Millions of Yen) (Millions of Yen) (Millions of Yen) (Millions of Yen)
The 15th fiscal period ended July 31, 2019 8,136 (4.0%) 4358 (3.5%) 3,741 (4.0%) 3,741 (4.0%)
The 14th fiscal period ended January 31, 2019 7,823 (10.2%) 4213 (22.5%) 3,599 (26.6%) 3,598 (-33.6%)
Net Income per Unit Return on Ordinary Income Ordinary Income to
(Yen) Unitholders’ Equity to Total Assets Operating Revenues
The 15th fiscal period ended July 31, 2019 4,142 3.2% 1.5% 46.0%
The 14th fiscal period ended January 31, 2019 4,143 3.4% 1.6% 46.0%
(2) Distribution
Distributi Lo
1sTr1but10ns p " | Total Distributions Lo Total Distributions Lo .
Unit (Excluding . Distributions in . Distribution Ratio
(Excluding Excess . in Excess of . .
Excess of , Excess of Earnings . Payout Ratio to Unitholders’
Earnings ) of Eamings) er Unit (Yen) Earmings Equi
g (Millions of Yen) | P (Millions of Yen) quity
(Yen)
The 15th fiscal period ended
4 - - D 10
July 31, 2019 ,063 3,687 98.5% 3.1%
The 14th fiscal period ended
4,039 3,510 - - 97.6% 3.2%
January 31, 2019 ’ ° °

(Note 1)  Total Distributions for the 15th and 14th fiscal periods are not the same amount as Net Income because of excluding a part of gain on sale of real estate
property and other adjustments from Net Income, and adding reversal of reserve for temporary difference adjustments.

(Note 2)

Due to issuance of new investment units in the 15th and 14th fiscal periods, Payout Ratio for each fiscal period is calculated as follows.

Payout Ratio = Total Distributions (Excluding Excess of Earnings) /Net income x 100

This is an English-language translation of the key financials in the original Japanese announcement on our Web site released on September 12, 2019. However, no
assurance or warranties are given with respect to the accuracy or completeness of this English-language translation. The Japanese original shall prevail in the case
of discrepancies between this translation and the Japanese original.




KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(3) Financial Position

Total Assets Unitholders’ Equity Unitholders’ Equity to Total | Unitholders’ Equity per Share
(Millions of Yen) (Millions of Yen) Assets of Common Stock (Yen)
As of July 31, 2019 254,965 118,541 46.5% 130,630
As of January 31, 2019 245,103 111,951 45.7% 128,807

(4) Cash Flow Position

Cash Flow from Operating
Activities
(Millions of Yen)

Cash Flow from Investing
Activities
(Millions of Yen)

Cash Flow from Financing
Activities
(Millions of Yen)

Cash and Cash Equivalents at
the End of the Period
(Millions of Yen)

The 15th fiscal period ended
July 31, 2019

The 14th fiscal period ended
January 31, 2019

5,947 -13,427 5,601 20,199

5211 -28,903 26,989 22,077

2. FORECAST OF RESULTS FOR THE FISCAL PERIOD ENDING JANUARY 31, 2020 (August 1, 2019 to January 31,
2020) AND JULY 31,2020 (February 1, 2020 to July 31, 2020)

(Percentages show period-on-period changes)

Operating Revenues | Operating Income | Ordinary Income Net Income ?}ET;T;TE;E? E)]()cl::slt))?t]g:ﬁfllgs
(Millions of Yen) (Millions of Yen)) | (Millions of Yen) [ (Millions of Yen) . .
Excess of Eaming per Unit
The 16th fiscal period 7,953 4,144 3,500 3,500 4.064 )
ending January 31, 2020 (-2.3%) (-4.9%) (-6.4%) (-6.4%) ’
The 17th fiscal period 8,067 4,162 3,504 3,504 4065 )
ending July 31, 2020 (1.4%) (0.4%) (0.1%) (0.1%) ’

(Reference) Estimated net income per unit (Estimated Net Income / Estimated weighted average number of units)
The 16th fiscal period ending January 31,2020 ¥3,867  The 17th fiscal period ending July 31,2020 ¥3,875
Distributions per Unit Excluding Excess of Earning are not the same amount as estimated net income per unit for the 16th and 17th fiscal periods since total
distributions are calculated with the assumption adding reversal of reserve for temporary difference adjustments, amount including a part of retained earnings
carried forward in the previous fiscal year,and deducting gain on market-value-based valuation on interest rate swaps caused by the merger from estimated
net income.

(Note) Distributions per unit are calculated based on the number of investment units issued and outstanding totaled 907,458 as of today.

3.0THER

(1) Changes in Accounting Policies/Changes in Accounting Estimate/Retrospective Restatement
(a) Changes concerning accounting policy accompanying amendments to accounting standards: No
(b) Changes other than (a): No
(c) Changes in accounting estimate: No
(d) Retrospective restatement: No

(2) Number of Investment Unit Issued and Outstanding (including treasury units)
(a) Number of investment units issued and outstanding at the end of the period (including treasury units)
As of January 31, 2019: 869,133 units ~ As of July 31, 2019: 907,458 units
(b) Number of treasury units at the end of the period
As of January 31, 2019: 0 units As of July 31, 2019: 0 units

[Provisional Translation Only]
English translation of the original Japanese document is provided solely for information purposes. Should there be any discrepancies between this
translation and the Japanese original, the latter shall prevail.

This is an English-language translation of the key financials in the original Japanese announcement on our Web site released on September 12, 2019. However, no
assurance or warranties are given with respect to the accuracy or completeness of this English-language translation. The Japanese original shall prevail in the case
of discrepancies between this translation and the Japanese original.




1. Financial Statements

KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(1) Balance Sheets
(in thousands of yen)
14th Fiscal Period 15th Fiscal Period
(As of January 31, 2019) (As of July 31, 2019)
Assets
Current assets
Cash and deposits 12,356,302 10,296,548
Cash and deposits in trust 9,721,629 9,903,118
Operating accounts receivable 26,612 36,005
Prepaid expenses 7,450 12,815
Consumption taxes receivable 338,402 -
Other 6,081 856
Total current assets 22,456,477 20,249,344
Noncurrent assets
Property, plant and equipment
Land 1,798,041 1,798,041
Buildings in trust 95,077,289 99,911,220
Accumulated depreciation -9,123,715 /10,381,143
Buildings in trust, net 85,953,573 89,530,077
Structures in trust 947,729 1,073,137
Accumulated depreciation -161,739 191,362
Structures in trust, net 785,989 881,774
Machinery and equipment in trust 1,429,327 1,436,362
Accumulated depreciation -288,590 A321,177
Machinery and equipment in trust, net 1,140,736 1,115,184
Tools, furniture and fixtures in trust 473,614 523,059
Accumulated depreciation -51,478 /65,444
Tools, furniture and fixtures in trust, net 422,136 457,614
Land in trust 130,189,152 138,484,736
Total property, plant and equipment, net 220,289,630 232,267,430
Intangible assets
Leasehold right in trust 1,067,058 1,228,912
Other 6,339 5,563
Total intangible assets 1,073,398 1,234,475
Investments and other assets
Investment securities 111,796 2,398
Lease and guarantee deposits 29,097 89,097
Long-term prepaid expenses 1,059,774 1,014,728
Total investments and other assets 1,200,668 1,106,223
Total noncurrent assets 222 563,697 234,608,129
Deferred assets
Investment corporation bond issuance costs 38,570 35,327
Investment unit issuance costs 45,012 72,944
Total deferred assets 83,583 108,272
Total assets 245,103,757 254,965,747
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(in thousands of yen)

14th Fiscal Period 15th Fiscal Period
(As of January 31, 2019) (As of July 31, 2019)
Liabilities
Current liabilities
Operating accounts payable 912,385 772,751
Short-term loans payable 2,050,000 2,500,000
Current portion of long-term loans payable 9,700,000 13,200,000
Accounts payable-other 298,718 305,806
Accrued expenses 27,236 27,560
Income taxes payable 605 605
Accrued consumption taxes 11,413 21,474
Advances received 1,096,282 1,148,654
Deposits received 75,292 58,742
Other - 10,098
Total current liabilities 14,171,933 18,045,693
Noncurrent liabilities
Investment corporation bonds 5,000,000 5,000,000
Long-term loans payable 106,500,000 105,200,000
Tenant leasehold and security deposits in trust 2,682,738 3,099,642
Tenant lump sum deposits in trust 4,405,195 4,493,753
Asset retirement obligations - 67,338
Other 392,732 517,915
Total noncurrent liabilities 118,980,667 118,378,649
Total liabilities 133,152,600 136,424,343
Net assets
Unitholders' equity
Unitholders' capital 93,226,228 99,731,514
Surplus
Capital surplus 13,187,100 13,187,100
Voluntary retained earnings
Reserve for temporary difference adjustments *2 2,000,000 *2 1,980,000
Total voluntary retained earnings 2,000,000 1,980,000
Unappropriated retained earnings (undisposed loss) 3,875,050 4,125,881
Total surplus 19,062,150 19,292,981
Total unitholders' equity 112,288,379 119,024,495
Valuation and translation adjustments
Deferred gains or losses on hedges -337,222 -483,092
Total valuation and translation adjustments -337,222 -483,092
Total net assets *1 111,951,157 118,541,403
Total liabilities and net assets 245,103,757 254,965,747
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(2) Statements of Income and Retained Earnings

(in thousands of yen)

14th Fiscal Period 15th Fiscal Period
August 1, 2018 to February 1, 2019 to
January 31, 2019 July 31, 2019
Operating revenues
Rent revenue-real estate *1  7,085174 *1 7,342,246
Other lease business revenue *1 520,733 *] 590,778
Gain on sale of real estate property *2 203,178 *2 203,392
Dividends income 14,461 -
Total operating revenues 7,823,548 8,136,417
Operating expenses
Expenses related to rent business *1 2,794,762 *1 2,915,721
Asset management fees 513,065 562,274
Asset custody fees 11,985 13,404
Administrative service fees 41,723 45,950
Directors' compensation 8,100 8,100
Other operating expenses 240,701 231,968
Total operating expenses 3,610,337 3,777,419
Operating income 4,213,210 4,358,998
Non-operating income
Interest income 45 38
Dividends and redemption-prescription 313 765
Interest on refund 3 463
Total non-operating income 362 1,268
Non-operating expenses
Interest expenses 491,744 485,799
Interest expenses on investment corporation bonds 9,974 13,825
Borrowing expenses 101,223 100,264
Amortization of investment corporation bond issuance costs 2,560 3,243
Amortization of investment unit issuance costs 9,022 15,269
Total non-operating expenses 614,525 618,402
Ordinary income 3,599,047 3,741,863
Income before income taxes 3,599,047 3,741,863
Income taxes
Current 605 605
Total income taxes 605 605
Net income 3,598,442 3,741,258
Retained earnings brought forward 276,608 384,622
Unappropriated retained earnings (undisposed loss) 3,875,050 4,125,881




(3) Statements of Changes in Net Assets

14th Fiscal Period

August 1, 2018 to January 31, 2019

KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(in thousands of yen)

Unitholders' equity

Surplus
Voluntary reserve
. \ Reserve for Unappropriated Total
Unclgplders Capital surplus | temporary Total retained earnings Total unitholders'
pital . voluntary : surplus .
difference (undisposed loss) equity
- reserve
adjustments
Balance at the beginning of current period 80,132,379 13,187,100 - - 5,428,676 18,615,776 98,748,155
Changes of items during the period
Issuance of new investment units 13,093,849 - 13,093,849
Provision for reserve for temporary
difference adjustments 2,000,000 | 2,000,000 -2,000,000 - -
Dividends from surplus -3,152,068 -3,152,068 -3,152,068
Net income 3,598,442 3,598,442 3,598,442
Net changes of items other than
unitholders' equity
Total changes of items during the period 13,093,849 - 2,000,000 | 2,000,000 -1,553,626 446,373 13,540,223
Balance at the end of current period *1 93,226,228 13,187,100 2,000,000 | 2,000,000 3,875,050 19,062,150 112,288,379
Valuation and translation adjustments
Total net
Deferred gains and Total valuat_ion assets
losses on hedges and _translatlon
adjustments
Balance at the beginning of current period -2,512 -2,512 98,745,643
Changes of items during the period
Issuance of new investment units 13,093,349
Provision for reserve for temporary
difference adjustments )
Dividends from surplus -3,152,068
Net income 3,598,442
Net changels of items other than 4334709 334709 334700
unitholders' equity
Total changes of items during the period -334,709 -334,709 13,205,513
Balance at the end of current period -337,222 -337,222 111,951,157




15th Fiscal Period

February 1, 2019 to July 31, 2019

KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(in thousands of yen)

Unitholders' equity

Surplus
Voluntary reserve
. , Reserve for Unappropriated Total
Uné?qlders Capital surplus |  temporary Total retained earnings Total unitholders'
pital . voluntary - surplus .
difference (undisposed loss) equity
. reserve
adjustments
Balance at the beginning of current period 93,226,228 13,187,100 2,000,000 2,000,000 3,875,050 19,062,150 112,288,379
Changes of items during the period
Issuance of new investment units 6,505,285 6,505,285
(Ij?_eversal of reserve for temporary 20,000 -20,000 20,000
ifference adjustments
Dividends from surplus -3,610,428 -3,5610,428 -3,510,428
Net income 3,741,258 3,741,258 3,741,258
Net changes of items other than
unitholders' equity
Total changes of items during the period 6,505,285 - -20,000 -20,000 250,830 230,830 6,736,116
Balance at the end of current period *1 99,731,514 13,187,100 1,980,000 1,980,000 4,125,881 19,292,981 119,024,495
Valuation and translation
adjustments
Total net
Deferred gains | Total valuation assets
and losseson | and translation
hedges adjustments
Balance at the beginning of current period -337,222 -337,222 | 111,951,157
Changes of items during the period
Issuance of new investment units 6,505,285
Provision for reserve for temporary B
difference adjustments
Dividends from surplus -3,610,428
Net income 3,741,258
Net changes of items other than i ) i
unitholders' equity 145,870 145,870 145,870
Total changes of items during the period -145,870 -145,870 6,590,246
Balance at the end of current period -483,092 -483,092 | 118,541,403




(4) Distributions

KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

14th Fiscal Period
(From August 1, 2018 to January 31, 2019)

15th Fiscal Period
(From February 1, 2019 to July 31, 2019)

I. Retained earnings at the end of period

11. Revesal of Voluntary reserve
Reversal of reserve for temporary
difference adjustments *1

111. Total distributions
Distributions per unit

IV. Retained earnings brought forward to
the next period

¥3,875,050,769 ¥4,125,881,528
¥ 20,000,000 ¥20,000,000
¥3,510,428,187 ¥3,687,001,854
¥4,039 ¥4,063
¥384,622,582 ¥458,879,674

Method of calculating distribution amount

In accordance with the policy described in Article 38-1 of
its Articles of Incorporation, the Investment Corporation
determines that the amount of distribution shall exceed the
amount equivalent to 90% of its distributable profit as
stipulated in Article 67-15 of the Special Taxation
Measures Law, and shall not exceed its accounting profits
as the maximum amount. Following this policy, the
Investment Corporation has decided that it shall distribute
¥3,510,428,187, which is the amount deducted a part of
gain on sale of real estate property and other adjustments
from net income and added reversal of reserve for
temporary difference adjustments, as the distribution of
earnings.

Procedures for the distribution of amounts exceeding
distributable income are outlined in Article 38-2 of the
Investment Corporation’s Articles of Incorporation. In the
14th fiscal period, the Investment Corporation has
decided not to distribute cash in excess of distributable
profit.

In accordance with the policy described in Article 38-1 of
its Articles of Incorporation, the Investment Corporation
determines that the amount of distribution shall exceed the
amount equivalent to 90% of its distributable profit as
stipulated in Article 67-15 of the Special Taxation
Measures Law, and shall not exceed its accounting profits
as the maximum amount. Following this policy, the
Investment Corporation has decided that it shall distribute
¥3,687,001,854, which is the amount deducted a part of
gain on sale of real estate property and other adjustments
from net income and added reversal of reserve for
temporary difference adjustments, as the distribution of
earnings.

Procedures for the distribution of amounts exceeding
distributable income are outlined in Article 38-2 of the
Investment Corporation’s Articles of Incorporation. In the
15th fiscal period, the Investment Corporation has decided
not to distribute cash in excess of distributable profit.




(5) Statements of Cash Flows

KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(in thousands of yen)

14th Fiscal Period
August 1, 2018 to

15th Fiscal Period
February 1, 2019 to

January 31, 2019 July 31, 2019
Net cash provided by (used in) operating activities
Income before income taxes 3,599,047 3,741,863
Depreciation and amortization 1,343,939 1,392,068
Amortization of investment corporation bond issuance expenses 2,560 3,243
Amortization of investment unit issuance costs 9,022 15,269
Interest income -45 -38
Interest expenses 501,719 499,624
Decrease (increase) in operating accounts receivable 2,576 -9,393
Decrease (increase) in consumption taxes refund receivable -338,402 338,402
Decrease (increase) in prepaid expenses 3,405 -5,365
Increase (decrease) in operating accounts payable 117,776 -109,149
Increase (decrease) in accounts payable-other 15,829 7,522
Increase (decrease) in accrued consumption taxes -52,443 10,061
Increase (decrease) in advances received 137,469 52,372
Decrease (increase) in long-term prepaid expenses -142,793 45,046
Decrease in net property, plant and equipment held in trust due to sale 500,913 482,312
Other, net 19,148 -8,827
Subtotal 5,719,725 6,455,011
Interest income received 45 38
Interest expenses paid -511,560 -509,888
Income taxes (paid) refund 3,769 2,074
Net cash provided by (used in) operating activities 5,211,979 5,947,236
Net cash provided by (used in) investing activities
Purchase of property, plant and equipment in trust -29,866,970 -13,813,975
Purchase of intangible assets - -162,428
Purchase of investment securities -1,832 -
Proceeds from investment securities 402,700 103,455
Payments of lease and guarantee deposits - -60,000
Proceeds from lease and guarantee deposits 10,000 -
Repayments of tenant leasehold and security deposits in trust -133,676 -141,168
Proceeds from tenant leasehold and security deposits in trust 486,208 558,072
Repayments of tenant lump sum deposits in trust -103,996 79,827
Proceeds from tenant lump sum deposits in trust 304,115 168,384
Net cash provided by (used in) investing activities -28,903,451 -13,427,488
Net cash provided by (used in) financing activities
Increase in short-term loans payable - 2,500,000
Decrease in short-term loans payable -580,000 -2,050,000
Proceeds from long-term loans payable 26,700,000 4,700,000
Repayments of long-term loans payable -11,000,000 -2,500,000
Proceeds from issuance of investment corporation bond 1,981,451 -
Proceeds from issuance of investment units 13,039,815 6,462,083
Dividends paid -3,151,284 -3,510,096
Net cash provided by (used in) financing activities 26,989,982 5,601,986
Net increase (decrease) in cash and cash equivalents 3,298,510 -1,878,264
Cash and cash equivalents at the beginning of period 18,779,421 22,077,932

Cash and cash equivalents at the end of period

*1 22,077,932

*1 20,199,667
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(6) Notes to the Going Concern

Not applicable

(7) Important Accounting Standards

1. Evaluation standards and
evaluation method of assets

Securities
Other securities
Those with no fair value
Cost method through moving-average method
Concerning anonymous association equity interests, the method of incorporating the amount equivalent to
equity interests corresponding to net amount of gain or loss from anonymous association is adopted.

2. Depreciation of fixed assets

(1) Property, plant and equipment (includes trust assets)
The straight-line method is applied.
Useful lives of the assets ranging are as follows:
Buildings: 2 to 69 years
Structures: 3 to 65 years
Machinery and equipment: 8 to 40 years
Tools, furniture and fixtures: 5 to 30 years
(2) Intangible assets(includes trust assets)
The straight-line method is applied.
Land leasehold: Fixed term land leaseholds is amortized over a contractual period under the straight-line method.
(3) Long-term prepaid expenses
The straight-line method is applied.

3. Accounting policies for
deferred assets

(1) Unit issuance costs
Unit issuance costs are amortized over a period of 3 years under the straight-line method.
(2) Investment corporation bond issuance costs
Bond issuance costs are amortized by applying the straight-line method for the entire redemption period.

4. Accounting standards for
revenues and expenses

Property-related taxes including property taxes, city planning taxes and depreciable property taxes are imposed on
properties on a calendar year basis. These taxes are generally charged to operating expenses for the period, for the portion
of such taxes corresponding to said period. Under Japanese tax regulations, the seller of the property is liable for these
taxes on the property from the date of disposal to the end of the calendar year in which the property is disposed. The
seller, however, is reimbursed by the purchaser for these accrued property-related tax liabilities.

When the Investment Corporation purchases properties, it typically allocates the portion of the property-related taxes
related to the period following the purchase date of each property through the end of the calendar year. The amounts of
those allocated portions of the property-related taxes are capitalized as part of the acquisition costs of the related
properties. Capitalized property-related taxes amounted to ¥33,037 thousand and ¥50,824 thousand as of July 31, 2019
and January 31, 2019, respectively.

5. Accounting for hedges

(1) Hedge accounting method
The deferred hedge method is applied. However, the special treatment is applied for the interest-rate swap
agreements that meet the criteria.
(2) Hedging instruments and risks hedged
Hedge instruments
The Investment Corporation enters into interest-rate swap transactions.
Risks hedged
Interest rates on debt.
(3) Hedging policy
The Investment Corporation enters into derivative transactions based on its risk management policies with the
objective of hedging risks in accordance with its Articles of Incorporation.
(4) Method of evaluating the effectiveness of hedging
As for the method of assessment of the effectiveness of the hedge in the period from the inception of the hedge to the
time of judgment of its effectiveness, the cumulative changes in cash flow of the hedged items and hedging
instruments are compared and a judgment is made based on changed amount, etc. However, an assessment of the
effectiveness of hedging activities is omitted in the case of interest rate swaps that meet the requirements for special
treatment.

6. The scope of cash and cash
equivalents on statements of
cash flows

Cash and cash equivalents consist of cash on hand, deposits placed with banks and short-term investments which are
highly liquid, readily convertible to cash and with insignificant risk of market value fluctuation, with maturities of three
months or less from the date of purchase.

7. Other significant accounting
policies utilized in the
preparation of financial
statements

(1) Accounting method for trust beneficiary interests in real estate and other assets
The assets and liabilities as well as revenues and expenses of financial assets held in the form of trust beneficiary
interests in real estate and other assets are recorded in full in the Investment Corporation’s balance sheets and
statements of income.
Important line items included in accounting for financial assets and liabilities in the Investment Corporation’s
balance sheet are as follows:
1. Cash and deposits in trust
2. Buildings in trust, structures in trust, machinery and equipment in trust, tools, furniture and fixtures in trust, land
in trust, leasehold right in trust
3. Tenant leasehold and security deposits in trust, tenant lump sum deposits in trust
(2) Accounting method for consumption tax
Consumption taxes are separately recorded. Non-deductible consumption taxes applicable to the acquisition of
assets are included in the cost of acquisition for each asset.

10
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(8) Notes to the Financial Statements
(Notes to the Balance Sheets)
* 1. Minimum unitholders” equity pursuant to Article 67-4 of the Law Concerning Investment Trusts and Investment Corporations Law

(in thousands of yen)

As of January 31, 2019 As of July 31,2019

50,000 50,000

*2. Reserve for temporary difference adjustments

14th Fiscal Period (As of January 31, 2019)

The following summarizes reserve for temporary difference adjustments. (in thousands of yen)
Balance at Reserve Reversal Balance at Reason for reserve
Initial amount the beginning during the during the the end of
- > > - and reversal
of the period period period the period
Gain on negative good will* 2,000,000 - 2,000,000 - 2,000,000 Heserveapart of gain

on negative good will

* The Investment Corporation has reserved a part of gain on negative goodwill in the 13th fiscal period as reserve for temporary difference adjustments. At least 1% of
the initial amount in equal installments over 50 years (100 fiscal periods) will be reversed every fiscal period starting from the next fiscal period after the period, in

which the initial amount was reserved.

15th Fiscal Period (As of July 31, 2019)

The following summarizes reserve for temporary difference adjustments. (in thousands of yen)
Balance at Reserve Reversal Balance at
Initial amount the beginning during the during the the end of Reason for reserve
. . . . and reversal
of the period period period the period
. . . Appropriate for
* -
Gain on negative good will 2,000,000 2,000,000 20,000 1,980,000 distribution

* The Investment Corporation has reserved a part of gain on negative goodwill in the 13th fiscal period as reserve for temporary difference adjustments. At least 1% of
the initial amount in equal installments over 50 years (100 fiscal periods) will be reversed every fiscal period starting from the next fiscal period after the period, in

which the initial amount was reserved.

11



(Notes to the Statements of Income and Retained Earnings)

* 1. Breakdown of real estate rental business profit and loss

KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(in thousands of yen)

From August 1, 2018
to January 31,2019

From February 1, 2019

to July 31,2019

A. Rental and other operating revenues:

Rental revenues 6,711,825 6,964,736
Rental revenues from limited proprietary rights of land 43,749 43,750
Common area charges 329,599 333,759
Subtotal 7,085,174 7,342,246
Others:
Parking space rental revenues 210,398 206,653
Miscellaneous 310,334 384,125
Subtotal 520,733 590,778
Total rental and other operating revenues 7,605,908 7,933,025
B. Property-related expenses:
Property management fees and facility management fees 408,364 425,193
Utilities 97,432 95,304
Taxes 410,483 476,820
Repairs and maintenance 318,838 300,657
Insurance 11,487 11,671
Trust fees 53,141 53,335
Depreciation 1,343,163 1,391,292
Others 151,851 161,445
Total property-related expenses 2,794,762 2,915,721
C. Net operating income (A-B) 4,811,146 5,017,303

*2. Gain and Loss on sale of real estate property

14th Fiscal Period (August 1, 2018 to January 31, 2019)

(in thousands of yen)

KDX Residence Kotodai
Revenue from sale of the investment property 730,574
Costs of the investment property 500,913
Other sales expenses 26,481
Gain on sale of real estate property 203,178

15th Fiscal Period (February 1, 2019 to July 31, 2019)

(in thousands of yen)

KDX Residence Shin-Osaka

Revenue from sale of the investment property 690,000
Costs of the investment property 482,312
Other sales expenses 4,295
Gain on sale of real estate property 203,392

(Notes to the Statements of Changes in Net Assets)

* 1. Total number of authorized investment units and total number of investment units issued and outstanding are as follows:

From August 1, 2018
to January 31, 2019

From February 1, 2019
to July 31, 2019

Total number of authorized investment units

10,000,000 units

10,000,000 units

Total number of investment units issued and outstanding

869,133 units

907,458 units
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KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(Notes to Distributions)
14th Fiscal Period (August 1, 2018 to January 31, 2019)
*1. Reserve for temporary difference adjustments
The Investment Corporation has reserved ¥2,000,000,000 as reserve for temporary difference adjustments from gain on negative goodwill in the 13th fiscal period.
At least 1% of the initial amount in equal installments over 50 years (100 fiscal periods) will be reversed every fiscal period applied to distribution starting from the

14th fiscal period distribution. It has been decided that ¥20,000,000 shall be reversed and applied to distribution in the 14th fiscal period distribution.

15th Fiscal Period (February 1, 2019 to July 31, 2019)
*1. Reserve for temporary difference adjustments
The Investment Corporation has reserved ¥2,000,000,000 as reserve for temporary difference adjustments from gain on negative goodwill in the 13th fiscal period.
At least 1% of the initial amount in equal installments over 50 years (100 fiscal periods) will be reversed every fiscal period applied to distribution starting from the

14th fiscal period distribution. It has been decided that ¥20,000,000 shall be reversed and applied to distribution in the 15th fiscal period distribution.

(Notes to the Statements of Cash Flow)
* 1. Reconciliation of balance sheet items to cash and cash equivalents at end of period in the cash flows statements

(in thousands of yen)

As of January 31, 2019 As of July 31, 2019
Cash and deposits 12,356,302 10,296,548
Cash and deposits in trust 9,721,629 9,903,118
Cash and cash equivalents 22,077,932 20,199,667

(Notes to the Lease Transactions)
Operating lease transactions (Lessee)
Unearned lease payments

(in thousands of yen)

As of January 31, 2019 As of July 31, 2019
Due in 1 year - 12,000
Due after 1 year - 551,000
Total - 563,000

Operating lease transactions (Lessor)
Unearned lease payments

(in thousands of yen)

As of January 31, 2019 As of July 31, 2019
Due in 1 year 2,769,825 3,265,232
Due after 1 year 18,849,702 20,920,160
Total 21,619,527 24,185,392
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KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(Notes to the Financial Instruments)

(A). Overview
(1) Policy for financial instruments
The Investment Corporation procures funds for asset acquisitions, repairs, payment of distributions, repayment of loans, etc. through loans from financial institutions,

issuance of investment corporation bonds , issuance of investment units and other means. With regard to the procurement of interest-bearing debts, the Investment
Corporation ensures that it can effectively combine stable long-term funds with flexible short-term funds. Management of surplus funds is undertaken through various
bank deposits focusing on safety, liquidity and effectiveness. The Investment Corporation uses derivatives for the purpose of hedging its exposure to changes in interest

rates and other risks and does not enter into derivative transactions for speculative or trading purposes.

(2) Types of financial instruments and related risk
Bank deposits are for managing the Investment Corporation’s surplus funds and are exposed to credit risk such as the bankruptcy of financial institutions at which funds

are deposited. Investment securities represent equity investments in an anonymous association and are exposed to credit risk of the issuer and interest rate fluctuation risk.
Borrowings and investment corporation bonds are made primarily for the purpose of procuring funds for the acquisition of real estate and trust beneficiary interests in real
estate and have a repayment date of a maximum of 9 years and 4 months as of July 31, 2019, the end of the 15th fiscal period, are exposed to liquidity risk where
alternative funds may not be procured by the repayment date. Also, borrowings with floating interest rates are exposed to interest rate fluctuation risk. Derivatives are

used for the purpose of hedging interest rate fluctuation risk for a certain portion of the borrowings.

(3) Risk management for financial instruments
a.  Creditrisk

While bank deposits are exposed to credit risk such as the bankruptcy of financial institutions at which funds are deposited, such risk is monitored by deposits in
non-interest bearing ordinary savings accounts or with financial institutions with credit ratings above a certain level. Investment securities represent equity investments in
an anonymous association and are exposed to credit risk of the issuer and interest rate fluctuation risk. To manage this credit risk, the Investment Corporation regularly
evaluates the results of operations and the financial condition of the issuer, etc. In utilizing derivatives, the Investment Corporation aims to mitigate counterparty risk such

as by transacting with financial institutions with favorable ratings.

b.  Market risk

While borrowings with floating rates are exposed to interest rate volatility risk, such risk is monitored by adjusting the rate of the balance of borrowings with floating
rates against the total borrowings according to the financial environment, interest rate forecasts by continuous monitoring, etc. and by using derivatives, etc. A risk
management policy is established with regard to the execution and management of derivatives and such transactions are conducted based on this policy. The

Investment Corporation periodically reviews the value of the property and financial condition of the issuer with regard to investment securities.

c.  Liquidity risk
Though borrowings are subject to liquidity risk, the Investment Corporation reduces such risk by spreading out payment due dates and by diversifying financial

institutions. Liquidity risk is also managed by such means as regularly checking the balance of cash reserves.

(4) Supplementary explanation of the estimated fair value of financial instruments
The fair value of financial instruments is based on their quoted market price, if available. When there is no quoted market price available, fair value is reasonably

estimated. Since various assumptions and factors are reflected in estimating the fair value, different assumptions and factors could result in a different fair value.

(B). Estimated Fair Value of Financial Instruments

The carrying value of financial instruments on the balance sheet and estimated fair value are shown in the following table.

As of January 31, 2019
(in thousands of yen)

Carrying amount Estimated fair value Difference
(1) Cash and deposits 12,356,302 12,356,302 -
(2) Cash and deposits in trust 9,721,629 9,721,629 -
Total 22,077,932 22,077,932 -
(1) Short-term loans payable 2,050,000 2,050,000 -
(2) Current portion of long-term loans payable 9,700,000 9,702,693 2,693
(3) Investment corporation bonds 5,000,000 4,994,100 -5,900
(4) Long-term loans payable 106,500,000 106,881,219 381,219
Total 123,250,000 123,628,012 378,012
Derivative transactions -337,222 -337,222 -

* Figures indicate net amount of derivative assets/liabilities derived from derivative transactions, with minus representing net liabilities.
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KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

As of July 31,2019

(in thousands of yen)

Carrying amount Estimated fair value Difference
(1) Cash and deposits 10,296,548 10,296,548 -
(2) Cash and deposits in trust 9,903,118 9,903,118 -
Total 20,199,667 20,199,667 -
(1) Short-term loans payable 2,500,000 2,500,000 -
(2) Current portion of long-term loans payable 13,200,000 13,198,325 -1,674
(3) Investment corporation bonds 5,000,000 5,036,600 36,600
(4) Long-term loans payable 105,200,000 106,075,204 875,204
Total 125,900,000 126,810,130 910,130
Derivative transactions -483,092 -483,092 -

* Figures indicate net amount of derivative assets/liabilities derived from derivative transactions, with minus representing net liabilities.

Note 1: Methods to determine the estimated fair value of financial instruments and matters related to derivative transactions
Assets
(1) Cash and deposits and (2) Cash and deposits in trust

Since these items are settled in a short period of time, their carrying amount approximates fair value.

Liabilities
(1) Short-term loans payable

Since these items are settled in a short period of time with floating interest rates, their carrying amount approximates fair value.

(2) Current portion of long-term loans payable and (4) Long-term loans payable

Among these items, the fair value of loans payable with fixed interest rates is calculated based on the present value, which is the total amount of principal and interest
discounted by the estimated interest rate to be applied in the event that the Investment Corporation conducts new borrowings of the same type. As for the fair value of
loans payable with floating interest rates, it is based on the carrying amount since market interest rates are reflected in the short term and the fair value is believed to
approximate the carrying amount as the credit standing of the Investment Corporation has not changed significantly since the loans were made. (However, the fair
value of long-term loans payable subject to the special treatment for interest-rate swaps is based on the present value of the total of principal and interest, accounted for
together with the applicable interest-rate swaps, discounted by the estimated interest rate to be applied in the event that the Investment Corporation conducts new

borrowings of the same type.)

(3) Investment corporation bonds

The fair value of investment corporation bonds is based on market prices.
Derivative transactions

Please refer to “Notes to the Derivative Transactions”.

Note 2: Financial instruments whose fair values are extremely difficult to recognize.

(in thousands of yen)

Classification As of January 31,2019 As of July 31,2019
Investment securities * 111,796 2,398

*Fair values of investment securities are not subject to disclosure of fair value as they have no market value and their fair values are
extremely difficult to recognize.

Loss on valuation of investment securities of ¥5,942 thousand was recognized in the fiscal period ended July 31, 2019.

Note 3: Redemption schedule for financial assets with maturities
As of January 31,2019

(in thousands of yen)

Due in 1 year or Due after 1 year | Dueafter 2 years | Due after 3 years | Due after 4 years Due after 5 years

less through 2 years through 3 years through 4 years through 5 years
Cash and deposits 12,356,302 - - - - -
Cash and deposits in trust 9,721,629 - - - - -
Total 22,077,932 - - - - -
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As of July 31,2019

KENEDIX RESIDENTIAL NEXT INVESTMENT CORPORATION (3278)

(in thousands of yen)

Duein 1 year or Due after 1 year | Due after 2 years | Due after 3 years | Due after 4 years Due after 5 years

less through 2 years through 3 years through 4 years through 5 years
Cash and deposits 10,296,548 - - - - -
Cash and deposits in trust 9,903,118 - - - - -
Total 20,199,667 - - - - -

Note 4: Redemption schedule for loans payable and investment corporation bonds

As of January 31,2019

(in_thousands of yen)

Due in 1 year or Due after | year | Due after2 years | Due after 3 years |