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Editorial Policy

Japan Hotel REIT Investment Corporation (JHR) and its asset management
company Japan Hotel REIT Advisors Co., Ltd. (JHRA) are promoting initiatives
relating to the environment (E), society (S), and governance (G) with the aim
of improving unitholder value in the medium to long term. This report has
been published for the purpose of reporting on the approach to ESG adopted
by JHR and JHRA and related initiatives to investors and other stakeholders.

Period Covered by Report

This report is based on the fiscal year from 1 January 2022 to 31 December
2022, but it also includes details relating to other fiscal years.

Guidelines, etc. Used as Reference

GRI (Global Reporting Initiative) Standard

Inquiries about This Report

Japan Hotel REIT Advisors Co., Ltd.

Ebisu Neonato 4F, 4-1-18 Ebisu, Shibuya-ku, Tokyo
Phone: 03-6422-0530

URL: https://www.jhrth.co.jp/en/
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Message from Management Corporate Profile

JHR's Sustainability Approach Investment Corporation

Japan Hotel REIT Investment Corporation (JHR) and Japan Hotel REIT Advisors

L : ! o Corporate Name Japan Hotel REIT Investment Corporation
(JHRA), believing that sound management which enabling us to co-exist in

harmony with society and the environment will contribute to improve Location Ebisu Neonato 4F, 4-1-18, Ebisu, Shibuya-ku, Tokyo
unitholder value over the medium to long term, are making efforts to enhance ] ) ]
sustainability through consideration of ESG (Environment, Social, & Representative  Kaname Masuda, Executive Director

Governance) issues.

JHR and JHRA established a Sustainability Policy in December 2017 and are
pursuing a series of measures relating to ESG, including reduction of our Fiscal Period 12 months from January 1st through the end of December
environmental impact, consideration of all our stakeholders, etc.

In December 2021, in order to further enhance our ESG initiatives, we defined
our materiality and are promoting measures to address various issues.
Moreover, we believe that appropriate disclosure of these initiatives and
building a relationship of trust with our stakeholders will lead to JHR's growth Asset Management Company
over the medium to long term.

Listing Date June 14, 2006

Contact Japan Hotel REIT Advisors Co., Ltd.

Company Name Japan Hotel REIT Advisors Co., Ltd.
Location Ebisu Neonato 4F, 4-1-18 Ebisu, Shibuya-ku, Tokyo
Representative  Hiroyuki Aoki, President & CEO

Establishment August 10, 2004

Capital JPY300MM
SCJ One (S) Pte. Ltd.®™ 87.6%
Shareholders Kyoritsu Maintenance Co., Ltd. 10.3%
ORIX Corporation 2.1%

Building Lots and Buildings Transaction Business Operator,
Governor of Tokyo (4) No. 83613
Discretionary Transaction Agent by Minister of Land,
Registration and Infrastructure, Transport and Tourism No. 38
Licenses Financial Instruments Business Operator, Director-General
of Kanto Local Finance Bureau No. 334
Member of The Investment Trusts Association, Japan

Executive Director President & CEO Member of The Japan Investment Advisers Association
Kaname Masuda Hiroyuki Aoki
Japan Hotel REIT Investment Corporation Japan Hotel REIT Advisors Co., Ltd. (*) SCJ One (S) Pte. Ltd. is a corporation belonging to SC Capital Partners Group.
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Sustainability Management

Sustainability Policy

® Monitoring and improvement of environmental performance in our
portfolio
We promote monitoring environmental performance such as energy
consumption, etc. in our portfolio. Also, we share our goals with hotel
lessees and operators, and strive to continuously improve environmental
performance through optimizing operations and management as well as
through facility renovation, etc. Furthermore, we seek assessment from
third-party institutions where appropriate.
We take environmental risks into consideration to make investment decisions
and to monitor operations of our portfolio.

@ Promotion of comfortable, healthy, secure and safe hotels
We care safety, health and barrier-free access etc. of our hotels and
promote initiatives to have stronger resilience against natural disaster, etc.
We take safety, health and well-being factors into consideration upon
making investment decisions and monitoring operations of hotels in our
portfolio.

® Promotion of ESG in value chains

We ask our hotels to understand and to cooperate on sustainability initiatives.

At the same time, we promote procurement of products and services with
environmental and social considerations.

@ Consideration for and contribution to local communities
We strive to contribute to the sustainable development of local community
through cooperation with hotel lessees and operators as well as
communication and collaboration with local residents and local governments
in surrounding communities where hotels are located.

o Initiatives for our officers and employees
We establish work environment that allows diverse ways of working with
work-life balance into consideration. We also consistently provide
opportunities of professional education and training, with the aim to improve
abilities and skills of our employees and raise awareness on sustainability.

@ Compliance as corporate citizens
We comply with related laws and regulations as well as social horms, etc.
and promote ethical and sincere business activities. Additionally, we strive to
reduce governance risks through respecting fundamental human rights at
our business and through establishing a proper compliance system.

® Improvement of transparency and engagement with our stakeholders
We disclose financial information as well as ESG related information in a
timely and appropriate manner. We will sincerely listen to voices and
opinions from our stakeholders through interactive communication, and
utilize them to improve our initiatives.

ESG REPORT | 3
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Sustainability Management

Sustainability Promotion System

In order to carry out initiatives based on the Sustainability Policy in an ongoing,
organized manner, JHRA has established ESG Promotion Committee and
developed the system shown below.

ESG Promotion Committee consist of management members and officers and
employees chosen from various groups involved in promoting ESG, with the
President & CEO acting as the Chief Executive and the Board Director & Head
of Finance and Planning Division acting as the Operating Officer.

System Overview Annual Schedule

Jan.—Mar. Apr.—-Jun. Jul. —Sep. Oct. —Dec.

ESG Promotion Committee

Contents Members Measures Implementation
® Setting specific targets, ® Chief Executive:
considering measures President & CEO JHR Board ESG Evaluating
@ Assessing status of progress ® Operating Officer: ~of Promotion Check Check Check implementation/
@ Holding sustainability training Board Director & Head of Finance Reporting  Directors e Progress Progress Progress Sett'ggxtta;g:f_s for
and Planning Division
Frequency ©® Management members
. ® ESG team members
®In principle, held once -
on quarterly basis el Frequency of Meetings and Trainings
execution
' based on ‘ FY2020 ‘ FY2021 ‘ FY2022 ‘ FY2023
. JHRA's ESG
ESG Team Meetings jg&rgx&gs Prormotion 5 " " 5
Committee
Contents Members
Trainings for
® Proposing targets, ® Operating Officer: Officers and 1 3 3 1
con;idering measures Board Director & Head of Finance All officers Employees
® Verification of and Planning Division - and
implementation status ® Compliance Office o employees
@ Personnel & Administration Group anng
Frequency ® Planning Group
@ Public REIT Group
©As needed @ Finance Group
® Accounting Group

ESG REPORT | 4



7.[\[‘4\.\ HOTEL REIT

&4

Sustainability
Management

Sustainability Management

ESG Assessment by Third-party Institutions

Acquisition of GRESB Real Estate Assessment

The GRESB is an annual benchmarking program to evaluate Environment,
Social and Governance (ESG) considerations of property companies and real
estate funds, established in 2009 primarily by major European pension fund
groups which took the lead in Principles for Responsible Investment (PRI). The
GRESB Real Estate Assessment is distinguished by its comprehensive
evaluation of initiatives for sustainability of property companies, REITs and real
estate funds, not of individual properties. - .

JHR participated in GRESB Real Estate L Y N
Assessment from 2018 and has acquired
"Green Star" for six consecutive years.

7 I |
s -
¢ VY ¢ ¥
RESB
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JHR also selected for "Sector Leader" of
Asian Hotel Sector for four consecutive
years since 2020 as a participant with
the highest result.

ol O

RESB G

* 023 E A

seclor leader 2023

Acquisition of SMBC Environmental Assessment

"SMBC Environmental Assessment Loan" is a loan
which SMBC set condition of loan based on
assessment on status of environmental considerations
by the corporation based on environmental
assessment standards developed independently by
SMBC and the Japan Research Institute, Limited.
JHR has received an "A" grade under the assessment
due to initiatives for environmental considerations.
This grade is obtained in recognition of our
implementation of excellent initiatives for
environmental considerations in asset management.

In particular, the following factors are highly rated in the assessment.

» JHR and JHRA have formulated a Sustainability Policy which clearly states
their position of considering the environment and stakeholders such as local
communities in their asset management.

« As well as conversion to the LEDs in lightning fixtures and introduction of
water-saving devices in our major hotels, JHR promotes initiatives to reduce
environmental impact alongside with lessees, including adding the Green
Lease clause in the fixed term lease agreements with the HMJ Group hotels(™),
the major hotel group of JHR.

» JHR actively promotes to acquire third-party certifications such as BELS
(Building-Housing Energy-efficiency Labeling System) to confirm credibility
and objectivity of initiatives for reduction of environmental impact in
properties owned by JHR.

(*) HMJ refers to Hotel Management Japan Co., Ltd. (a corporation in which SC J-Holdings Pte. Ltd. indirectly

holds 100% of the issued shares), and HMJ Group refers to HMJ and its subsidiaries (corporations in which
HMJ hold more than 50% of the issued shares). The same shall apply hereinafter.

ESG REPORT | 5
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Timeline of Achievements

pAWA December

pAOhRY February

March

pI0PAN October

Establishment of Sustainability Policy

Two properties—Hotel Nikko Alivila BELS

and Mercure Okinawa Naha—became November
the first J-REIT-owned hotels(*1) to
acquire BELS("2) evaluation December

57_5_:,:‘:0{4-}&-1-'—:[]&- 1 3 Rl

M EAARR SRS > e

Received an "A" rating indicating

Acquired "4-star" in GRESB rating
Selected as "Sector Leader" of Asian Hotel Sector

JHRA stated its expression of support for the TCFD(*¢) recommendations
Identified JHR's materialities (key issues)

Released Initiatives for four disclosure themes recommended by TCFD

excellent environmentally friendly
management, in the SMBC
Environmental Assessment Loan(*3)

September Participated in GRESB Real Estate
Assessment for the first time
Acquired "4-star" in GRESB rating

Issued Hotel Green Bonds (nickname) |
and used the procured funds to carry
out construction works to save
energy at the hotels shown to the
right

July

Oriental Hotel
Fukuoka Hakata Station

September Acquired "3-star" in GRESB rating

pIopIo) April

The Hilton Tokyo Odaiba became the
first existing hotel to acquire a
CASBEE("3) "B+ (good)" building
certification

November Acquired "4-star" in GRESB rating
Selected as "Sector Leader" of Asian
Hotel Sector

As a result of construction works to
save energy which carried out by
using procured funds through the
issuing of green bonds, the Oriental
Hotel Fukuoka Hakata Station
acquired CASBEE "B+ (good)"
building certification

pISPAY June

Oriental Hotel
Fukuoka Hakata Station

pAOp22y January

| 7 .
Okinawa Marriott
Resort & Spa(*4)

October Acquired "4-star" in GRESB rating
Selected as "Sector Leader" of Asian Hotel Sector

wAbpie]| February  Formulated GHG reduction target(*”)

(30% reduction by 2050 compared to FY2017(*8))
March Released the ESG report(*9

October Acquired "4-star" in GRESB rating
Selected as "Sector Leader" of Asian Hotel Sector

Formulated the Green Finance Framework: Overall Evaluation of Green 1 (F)

February  UAN kanazawa acquired BELS
evaluation

comwy_tir-ras 20nuam
2 e siope

S aaelonimin s 1 »= i

UAN kanazawa

March Borrowed Green Loans under the Green Finance Framework

(*1) Based on research by JHRA based on public information.

(*2) BELS (Building-Housing Energy-Efficiency Labeling System) is a display system of energy conservation performance
of a building set by Ministry of Land, Infrastructure, Transport and Tourism.

(*3) "SMBC Environmental Assessment Loan" is a loan which SMBC set condition of loan based on assessment on status
of environmental considerations by the corporation based on environmental assessment standards developed
independently by SMBC and the Japan Research Institute, Limited.

(*4) Name of properties is as of the date when the construction works were implemented.

(*5) CASBEE (Comprehensive Assessment System for Built Environment Efficiency) is a method for evaluating and rating
the environmental performance of buildings. It is a system that comprehensively evaluates the quality of a building,
including environmental considerations such as energy conservation, use of materials and equipment with low
environmental impact, as well as indoor comfort and landscaping.

(*6) TCFD is an abbreviation for Task Force on Climate-related Financial Disclosures.

(*7) Properties owned by JHR are managed by hotel lessees, etc. GHG emissions of JHR fall under Scope 3, Category 13,
Leased Assets (Downstream).

(*8) The GHG emissions (GHG emissions intensity) for FY2017 (Baseline fiscal year, April 2017 to March 2018) is 0.135
(t-CO,/m)

(*9) JHR published its first ESG report in March 2023 and plans to release subsequent reports annually every March.

ESG REPORT | 6
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' -
JHR S Matel‘lallty Materiality Overview/Goals Related SDGs(*)
Believing that sound management enabling us to co-exist in harmony with society Communication with « Building favorable relationships with all
. . . . . . stakeholders such stakeholders, including unitholders, hotel
and the environment will contribute to improved unitholder value over the medium as local users (guests), hotel lessees, hotel operators,
to long term, JHR is making efforts to enhance sustainability through consideration communities business partners including property
management companies, local communities,
of ESG (Environment, Social, & Governance) issues. and officers and employees of JHRA
. « Conducting tenant satisfaction surveys
From the dual standpoints of stakeholders' Contmuougy Y
expectations and impact on our business SUSTAINABLE (3™
P P ! DEVELOPMENT "“EA LS Ensuring safety/ - Considering safety, health, well-being and e T
o peace of mind and barrier-free access, etc. in hotels ol e

JHR has defined our materiality (key issues), [F=g /7
in terms of ESG-related issues that are of ki |

‘Mﬁ' promoting well- + Promoting initiatives to increase resilience to
being at hotels natural disasters, etc.

particular importance to us, as shown below. o [ « Consider from aspect of health, well-being,

. . L ~a & . safety, and welfare when making investment
Moreover, we will revise the materiality as 1] Social decisions and monitoring operations of hotels
needed, based on the changes in social CEl K E
issues and needs due to change of the times. D] o

Creating pleasant - Establishing a work environment that enables FRTDAL Ro&uEne
Materiality Overview/Goals Related SDGs™ workplaces diverse working styles with work-life balance L e e
in mind

Continuously providing opportunities for
professional education and training with the

Tackling climate Tracking environmental performance, such as

change energy consumption ) . : ;
9 _gy . P . aim of improving skills/abilities and
+ Continuous improvement of environmental A enhancing sustainability-related awareness
performance Yuu 25

Reducing energy-derived CO, emissions
intensity by at least 1% per year for 5 years 13 Co:

(term of first plan: April 2018 to March 2023) A
« Promoting acquisition of assessments (green a . . . . .
building certifications, etc.) by third-party s Implementing + Complying not just with laws and regulations
institutions thorough corporate but with social norms
Environment governance « Promoting ethical and honest business
Reducing water » Reducing consumption of clean water by CLEAN WATER pract@es . .
consumption and using well water and reusing gray water as LR + Reducing governance risks by preparation of
waste recycled water a compliance system
» Promoting waste reduction and recycling Y. [22p Governance
Proactive « Timely, appropriate disclosure of not just
e information financial information but also ESG-related
12 Sstirnicn disclosure and information
AND FRODUCTION .
dialogue « Two-way communication with stakeholders in

QO

order to use their feedback/opinions in
improving various initiatives

(*) The SDGs (an acronym of Sustainable Development Goals) are international goals aimed at creating a better and more sustainable world by 2030. The SDGs were adopted at a U.N. Summit in September 2015.
They consist of 17 goals and 169 targets.

ESG REPORT | 7
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Process to Define Materiality
Step 1

Identification of socially important issues L ST L E AR R LT L T

Materiality

< -
. . e . . . L - offtce, co.mpensa.ntlon .system : ® Tackling climate change
Extensively identifying socially important issues = Human rights, diversity, and equal opportunity * Reducing water consumption and waste
which expected by stakeholders through referring to S * Communication with stakeholders such as local
= communities
global ESG assessments and frameworks such as the * Ensuring peace of mind/safety and promoting
SASB Standards, GRI Standards, and Sustainable comfort at hotels

® Creating pleasant workplaces
® Implementing comprehensive corporate governance
® Proactive disclosure and communication

Development Goals (SDGs), as well as the cases of
initiatives by other J-REITs, etc.

® Preventing airborne pollution ® Green building certifications by third-party
Assessment/prioritization of socially * Preserving bio diversity institution
important issues (creation of matrix) ® Environmentally and socially responsible ® Resilience to natural disasters, etc.
procurement ® Human resources development

® Distributing profits to stakeholders

Assessing and analyzing the identified socially * Thorough fraud/risk management

suoljeldadxa 1apjoyayels

important issues in terms of their importance to
stakeholders and their impact to JHR, then
prioritizing them.

. ) N High Importance to JHR Very high
Management-level discussion/validation/ = mportanceison) S
definition of materiality

Validating the prioritized social issues at ESG
Promotion Meetings and defining materiality.
Reporting it to JHR's Board of Directors.

ESG REPORT | 8
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Stakeholder Engagement

JHR's business activities are carried out in collaboration
with many stakeholders, and we recognize that fulfilling
the social responsibility required to our company is
essential to conduct our sustainable business activities.
JHR and JHRA build favorable relationships through
communication with their various stakeholders,
including unitholders, hotel users (guests), hotel lessees,
hotel operators, business partners including property
managers, local communities, and officers and
employees of JHRA, and fulfill the social obligations
expected by each of them.

Approach to Stakeholders

[ o)
aA
Unitholders

® Financial Results briefings,
Briefings for investors

® Publish press releases as
appropriate

® Create communication tools such
as asset management reports

® Distributing information via the
website

"\

ith

Hotels/Business Partners

® Holding monthly meetings, etc.

# Provide information on hotel
management

® Conduct tenant satisfaction
surveys

® Initiatives to save energy and to
reduce COz emissions

# Co-operation based on green
lease provisions in lease contracts

Ve

Proactive disclosure Providing attractive

hotels

%‘-\PAN HOTEL REIT

J Japan Hotel REIT
Investment Corporation

— Asset management company —

JIAPAN HOTEL REIT
(- Japan Hotel REIT

Cooperation with
sustainability in mind

continued
development of
local communities

Appealing and
work-friendly
employment environment

{3

Employees

® Providing opportunities for
professional education/training

® Initiatives promoting health and
well-being

® Providing comprehensive benefit
program

® Conducting employee satisfaction
surveys

# Performance evaluation process

Hotel guests

® Provide well-being and appealing
hotel spaces

® Consider health, safety,
barrier-free access, etc.

® Initiatives to increase resilience in
the event of a disaster

Advisors Co., Ltd. \
Contributing to

CQ

Local communities

@ Support hotels and local events

® Provide spaces for local governments

® Promote consumption of local
products

® Introduce local culture

® Use local materials for renovations
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Initiatives for Environment

Basic Policy Environmental Performance Data
In response to effective usage of limited resources and aggravation of climate Unit Apf:rlcﬁozlgfso April 2020 to  April 2021 to  April 2022 to

. . . . (base year) March 2021 March 2022 March 2023
change issue, JHR and JHRA work on monitoring environmental performance,

. . ) Total floor area m  675,134.95 774,639.82 771,421.17 766,980.61
such as energy consumption, CO, emissions, water consumption and amount
. . ) Data coverage ratio % 100.0% 100.0% 100.0% 100.0%
of waste generated, etc. and strive to improve them continuously.
Energy Usage MWh 272,863 191,943 215,826 248,349
Emissions intensity MWh/m 0.4043 0.2478 0.2798 0.3238

Environmental Target

Renewable energy

L . - . included above Usage MWh B B B 7,669

We have set targets to reduce GHG emissions intensity"1) for long term until S T % 100.0% 100.0% 100.0% 100.0%
2050. Emissions tCO, 91,286 62,253 68,633 74,933
* 30% reduction of GHG emissions per floor area in our portfolio (GHG 0, R —— oyl 0.1353 0.0804 0.0890 e
emissions intensity) compared to FY20177. e % 1 auem|  seaw|  zew

« To monitor and manage progress towards long-term target and to SR % 100.0% 100.0% 100.0% 100.0%
comprehend the causes of variance in emissions at the "ESG Promotion Water Ve thousar;g 2683 1,364 1,570 2175
Committee” of JHRA. Emissions intensity oL 0.0040 0.0018 0.0020 0.0028
(*1) The GHG e_missions of JHR fall under Scope 3 emissions, Category 13: leased assets (downstream) because Data coverage ratio % >4.4% 67.8% 71.0% 71:4%
(*2) Fl'meerglgeGlselr?wi(;:iroﬁgritr:?gr?s?tffglatrr]waegggsz?linlgsjgi, ()Ffvg%tgs'(:,t;il 2017 to March 2018) was 0.135 (t-CO,/n). Emissions t 3,743 3,111 3,179 4,461
Waste Emissions intensity t/m 0.0102 0.0059 0.0058 0.0081

Recycled amount t 1,095 1,197 1,217 1,550

Recycle ratio % 29.3% 38.5% 38.3% 34.7%

Independent third-party assurance report = - Vggitﬁaciiggn Vggfaﬁiggn Veré:itZ% Zn

(*3) The data coverage ratio represents the proportion of the total floor space of properties for which data could
be obtained compared to the total floor space of properties owned during the subject period. The floor
space of properties acquired or sold during the subject period is calculated based on the proportionally
distributed floor space corresponding to the properties owned.

(*4) Properties owned by JHR are managed by hotel lessees, etc. and the above data is based on the data
provided by hotel lessees, etc.

(*5) Amount of CO, emissions are calculated based on "Institution of calculation, reporting and disclosure of
amount of emissions by greenhouse effect gas" established by Ministry of the Environment.

(*6) Numbers may change due to revision of aggregation method.

(*7) The data for waste for the base year is a reference value compiled by the Asset Management Company.

ESG REPORT | 10
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Actual Cases of Initiatives for Environment

@ Switching to LED lighting
We are striving to reduce electricity consumption by switching from
conventional lighting to LED lighting at some of the hotels in our portfolio.

Oriental Hotel Hiroshima

Oriental Hotel Okinawa Resort & Spa

@ Introduction of water-saving devices
We strive to reduce water consumption through installing water-saving

devices for a restroom, a tap in the kitchen, etc. to adjust water use amount

properly.

® Renewal of air conditioners
We reduce electricity consumption by installing inverter control devices on
air conditioners for better operational efficiency.

® Reuse of water
Several of our hotels reduce clean water consumption by using well water
instead. Some of our hotels in Okinawa are working on to reduce clean
water consumption by reusing gray water as recycled water.

® Green Leases

In order to promote environmentally friendly initiatives in our portfolio, we
have signed green leases provisions such as providing energy data with the
lessees of HMJ Group hotels, which is one of our major hotel groups. JHR
analyzes data of energy, etc. provided by hotels and considers renovation to
improve environmental performance and works to optimize operation of
facilities management. In case of HMJ Group hotels, they can reduce utility
expenses through improvement of environmental performance.

Achievement of green lease provision (end of FY2023)

Proportion of

M. @7 i SeiEes Total Floor Area

20 60.9%

@ Green Building Certifications by third-party institutions

In order to confirm the credibility and objectivity of our initiatives aimed at
reducing our environmental impact, we have obtained green building
certifications from third-party institutions.

Achievement of certification from third-party institutions

Fiscal Year FY2020 FY2021 FY2022 FY2023

No. of properties newly

acquired certifications 1 1 B B

Cumulative ratio in portfolio

0 0 0 0
(based on total floor area) 14.7% 17.2% 17.2% 16.5%

ESG REPORT | 11
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m CASBEE Certification for Buildings
"Comprehensive Assessment System for Built Environment Efficiency (CASBEE)" is a
method for evaluating and rating the environmental performance of buildings. It is a
system to comprehensively evaluate the quality of buildings, including interior comfort and
landscape considerations, as well as environmental considerations such as energy
conservation and the use of materials and equipment with low environmental loads.
CASBEE for Buildings (Existing Buildings) is an evaluation method which targets buildings
with an operational record of at least one year after completion, and assesses buildings
based on annual performance of operations, deterioration of buildings and interior
environments. Assessment results by CASBEE are indicated in a scale with the following
five ranks: "S: Superior," "A: Very Good," "B+: Good," "B-: Slightly Poor," and "C: Poor."
D See here for details of CASBEE
. Wttps://www.ibec.or.jp/CASBEE/english/index.htm

Oriental Hotel Fukuoka Hakata Station
4-23, Hakataeki Chuogai,

Location Hakata-ku, Fukuoka city,
Fukuoka

Acreage 2,163.42m

Total Floor 18,105.42 i

Space

Structures  SRC/12 stories above ground Buildings

and Stories  with 3 stories below ground (Existing
Buildings)

Building Rank B+ (Good)

Completion July 1985

Hilton Tokyo Odaiba

@ 1-9-1, Daiba, Minato-ku,

Tokyo
Acreage 18,825.30 ni
Total Floor 64,907.76 i
Space
SEES %SRC \_Nlth Elat roof, g CASBEE for
el s stories above groun Buildings
and 1 story below ground (Existing
Building N El‘(ugdin(%s) "
an + 00
Completion January 1996

m BELS (Building-Housing Energy-efficiency Labeling System) Evaluation
"BELS" is a public valuation and display system under a guideline by the Ministry of Land,
Infrastructure, Transport and Tourism to evaluate the energy conservation performance of
each building, which was launched in April 2014. A third-party institution verifies the
energy performance of a building by evaluating its primary energy consumption and labels
the performance of both new and existing buildings. The evaluation result is graded on five
scales based on energy performance (from one star "x" to five stars " % % x x.")

|:| See here for details of BELS (Japanese only)
. ttps://www.hyoukakyoukai.or.jp/bels/info.html

Hotel Nikko Alivila

Location Nakagami-gun, Okinawa

Acreage 65,850.05 m

Total Floor 38,024.98 M

Space

Structures  SRC/10 stories above ground
and Stories  with 1 story below ground Evaluation
Building ] Agent:
Completion April 1994 Jég’_”ﬂ%{_l

Mercure Okinawa Naha

Location Naha city, Okinawa

Acreage 2,860.69 m

Total Floor 10,884.25 i

Space

Structures RC/14 stories above ground

and Stories 9 Evaluation
Building Agent:
Completion August 2009 JégA’L‘T%{I
UAN kanazawa

Location Kanazawa city, Ishikawa BEL =
Acreage 729.91 m 7
Total Floor 2,606.85 M

Space

Structures S with flat roof, 6 stories
and Stories  above ground

Building Evaluation
Completion September 2017 Agent:
Center for Better
Living

ESG REPORT | 12



/(-I.-\P-\\ HOTEL REIT

&4

Initiatives for
Environment

Initiatives for Environment

@ Investing in mixed-use buildings

We are investing in mixed-use facilities that fall within the scope of our asset

management, as stipulated in the Articles of Incorporation.

-
=
=

ACTIVE-INTER CITY HIROSHIMA
(Sheraton Grand Hiroshima Hotel)

High-rise hotel and office tower within
ACTIVE-INTER CITY HIROSHIMA, a mixed-
use facility comprised of hotels, offices, and
commercial facilities located next to JR

Hiroshima Station.

Mercure Yokosuka

High-rise hotel within Bay Square Yokosuka
Ichibankan in Yokosuka city. Bay Square
Yokosuka Ichibankan is a landmark mixed-
used facility consist of hotel, Yokosuka Arts
Theatre, Yokosuka Industrial Community

Plaza, etc.

@ Investing in urban redevelopment

We are investing in urban redevelopment projects.

Oriental Hotel Fukuoka Hakata Station

Hotel located next to the JR Hakata Station
Chikushi Exit rotary and connected to the
Hakata Station subway station via an
underground passage. In the vicinity of
Hakata Station, a station-front plaza
redevelopment project is under way, for
which we carried out renovation work
including for a corridor extending from the
underground passage to the aboveground

entrance/exit.

ESG REPORT | 13



ﬂ.l.\l‘f\.\ HOTEL REIT

&4

Initiatives for Environment

Initiatives for
Environment

Initiatives for Climate Change

Our (JHR) Awareness of Climate Change

In 1992, "United Nations Framework Convention on Climate Change (hereinafter
called "Convention")," with the ultimate goal of stabilizing the concentration of
greenhouse gases in the atmosphere was adopted, and it was agreed to take
action against climate change worldwide. Based on the Convention, the Conference
of the Parties to the United Nations Framework Convention on Climate Change
(hereinafter called "COP"), was held every year since 1995. At COP 21 in 2015, all
196 countries, including developed and developing countries, which are members
of the Convention, adopted the "Paris Agreement", which sets a common reduction
target (strive to limit global warming to well below 2°C and make additional effort
to limit it to 1.5%C). As a result, recognition and initiatives of tasks for climate
change became more concrete.

Japan has also been actively working on climate change issues and announced in
2020 that Japan will reduce greenhouse gas emissions to virtually zero by 2050
(hereinafter called "Carbon Neutral Declaration") based on the Paris Agreement.
Carbon neutrality is also positioned as a basic principle in "Act on Promotion of
Global Warming Countermeasures," and it is expected to accelerate
decarbonization initiatives, investments, and innovation as well as to further
promote decarbonization initiatives utilizing renewable energy in local areas and
decarbonization management by companies.

JHR believes that the climate change action, which are being discussed as a global
initiative, are not restrictions on economic growth but are key to generate a major
shift in industrial structure and strong growth through drastically transforming the
economy and society, encouraging investment and improving productivity.
Therefore, JHR recognizes that properly identifying, assessing, and managing the
"risks" and "opportunities" caused by climate change is essential to enhancing
business resilience and ensuring our sustainability, and has positioned action to
climate change as one of our materialities (key issues).

Expression of Support for the TCFD Recommendations
by the Asset Management Company

TCFD is the "Task Force on Climate-related Financial Disclosures" established by
the Financial Stability Board (FSB) in 2015 to encourage companies to disclose
appropriate information and to encourage investors and others to make
appropriate investment decisions, and recommended disclosure themes within the
framework in its final report in 2017.

Based on the recognition that "climate change will cause dramatic changes in the
natural environment and social structure and is important issue that will have a
significant impact on the management of investment corporations," JHRA, which is
asset management company of JHR, judged that it is important to promote
disclosure based on the TCFD recommendations and expressed its support for the
TCFD recommendations in November 2021.

At the same time, JHRA joined the TCFD Consortium, an organization of Japanese
companies that support the TCFD recommendations.

Through the activities of the TCFD Consortium, JHRA promotes the study of
effective information disclosure and initiatives to link the disclosed information to
appropriate investment decisions by financial institutions, etc., while striving to
expand appropriate information disclosure of JHR.

<Disclosure framework of TCFD>

Recommended

Disclosure Themes

Description
(Summary)

Governance

The organization's
governance around
climate-related risks
and opportunities

TASK FORCE on
CLIMATE-RELATED

Strategy

The actual and
potential impacts of
climate-related risks
and opportunities on
the organization's
businesses, strategy,
and financial
planning

Risk Management

The processes used
by the organization
to identify, assess,
and manage
climate-related risks

Metrics and Targets

The metrics and
targets used to
assess and manage
relevant climate-
related risks and
opportunities

% TCFD
.'.' ® Consortium

FINANCIAL
DISCLOSURES

TCFD
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Initiatives for Four Disclosure Themes Recommended by TCFD

® Governance
JHR has established the following governance structure to address climate-
related risks and opportunities.

» The Chief Executive Officer for climate-related issues shall be the President,
who is the Chief Executive Officer for sustainability promotion.

» The Executive Officer responsible for management of climate-related issues
shall be the Managing Director, head of Finance and Planning Division, who
is the Executive Officer responsible for management of sustainability
promotion.

« The ESG Promotion Committee shall consider specific goals and measures,
cooperate in implementing measures, and monitor progress for the

purpose of promoting sustainability, including environmental considerations.

The ESG Promotion Committee consists of the Chief Executive Officer, the

Executive Officer, management members and ESG Team Meeting members.

* The ESG Promotion Committee shall determine and implement matters
related to action to climate change, including identification and assessment
of climate change impacts, monitor progress in initiatives to manage risks
and opportunities, and the setting of metrics and targets.

For an overview of the responsible persons and the ESG Promotion
Committee above, please refer to "Sustainability Promotion System" within

Sustainability Management.

@ Strategy

In order to examine the impact of climate-related risks and opportunities on
the JHR's business, strategy and financial plan, we conducted scenario
analysis using the 1.5°C and 4°C scenarios. In the scenario analysis, we refer
to the Fifth Assessment Report published by the IPCC (Intergovernmental
Panel on Climate Change of the United Nations) and World Energy Outlook
2020 published by the IEA (International Energy Agency) to analyze the
impact on JHR's business by measures such as Japanese government's
"Carbon Neutral Declaration" in mind for the transition of the social economy
to decarbonization and the increasingly serious and frequent occurrence of
natural disasters due to the progress of climate change.

Reference Scenarios

Scenario Transition Risk Physical Risk

1.5°C Scenarios NZE2050 RCP2.6
. (IEA WEG2020) (IPCC Fifth Assessment Report)
STEPS RCP8.5

4°C Scenarios (IEA WE02020) (IPCC Fifth Assessment Report)

(*) IEA is an abbreviation for International Energy Agency and IPCC is abbreviation for Intergovernmental
Panel on Climate Change.
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» Global Outlook based on Scenario Analysis

1.5°C Scenarios:

Various laws and regulations will be enforced to achieve a decarbonized society.

Scenario with lower physical risks due to reduced greenhouse gas emissions
compared to 4°C scenarios, but higher transition risks toward a decarbonized
society.

1.5°C Scenarios

Assumed global environment

" &l =

Strict enforcement of laws and

. regulations, taxation, and other
Unitholders measures will slow the progression of

« Expansion of climate risk-related global warming and climate change

disclosure requirements

= Differentiation through ratings and
inclusicn to indexes

* Divestment from assets vulnerable to
transition risk

= Increase in response to the
replacement of owner managed
equipment

Wends Int?'
Inva% % Ancmg
Rent
Ma nag? JHR wl
Ament LQ
i (Service)
Government

= Establishment of carbon tax and
enforcement of energy regulations

Financial institutions

= Increase of finandng amount and

reduction of interest payment due to
the new technology development

* Divestment from assets vulnerable to

transition risk

charge) i' |

Operators/Hotel guests

= Significant increase of costs imposed

on GHG emissicns, such as carbon
taxes

= Prefer properties with high

environmental performance
(based on relative reputation, such as
comparison with others)

4°C Scenarios:

Enforcement of various laws and regulations to achieve a decarbonized society
to be stagnant, and there is no significant change from the present state. The
scenarios with high physical risk due to no reduction in greenhouse gas
emissions compared to 1.5°C scenarios, but low risk of transition toward a
decarbonized society.

4°C Scenarios

Assumed global environment

Intense dimate change due to the
progression of global warming

Unitholders Financial institutions

* Potential for physical risks to become a
financing covenant

= Increasing concerns from investors
about climate-related strategies

* Divestment from assets vulnerable to * Divestment from assets vulnerable to

EEE 3o Dividends Interest EnEE 3as
Financin
Investment g ®
@
JHR Rent i'
Management (Hotel charge) |
Operators/Hotel guests
Payment Lease
* Increase in response to disasters ¥ - * Prefer properties with a high degree of
(Service) safety against weather disasters

Government

* Strengthening laws and regulations regarding
disaster prevention and risk mitigaticn
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- Climate-related risks and opportunities
(short-, medium- and long-term climate-related risks and
opportunities and financial impacts)

For each of the 1.5°C and 4°C scenarios, we have evaluated the magnitude of
the financial impacts on JHR which will be caused by the identified risks and
opportunities. For each scenario, we evaluated the impact in the years 2025
(short term), 2030 (medium term) and 2050 (long term) on a scale of large,
medium and small.

The accuracy of this assessment is not guaranteed, as it is a relative impact
assessed based on a qualitative analysis and includes various factors such as
uncertain assumptions and unknown risks over the medium to long term. A
summary of the results is shown on the right table.

<Financial Impact Based on Scenario Analysis>

Financial Impact

Risk and Opportunity

Sy Factors

Changes Classifi-

Transition Risks

Strengthening taxation on Increase in tax burden on GHG
GHG emissions through the emissions from properties under Risks
introduction of a carbon tax 'management

Policy and

Legal Risks Expansion and mandate of

labeling systems related to Rise in expense of acquiring

energy efficiency and . N . Risks
sustainability initiatives for environmental certification
buildings

Increase in expenses for

introducing new technology for Risks

equipment in properties under

Evolution and diffusion of management
Technology renewable energy and
¥ energy-saving t?e\éhnologies Reduction of utility costs through

the introduction and replacement ' Oppor-

of equipment with high energy- | tunities
saving performance
Deterioration of financing
conditions and increase in ke
" " . Risks
. . financing costs due to delay in

Changes in the investment ' response to climate change

attitude and investment and .

financing decisions of Increase funding volume and

market participants lower funding costs by Oppor-
responding to and appealing to tunities
investors who are concerned

Market about environmental issues
and Decrease in rents due to
Reputation increased costs for responding to
. the demands of hotel lessees, etc.

Change in demand from and hotel users (guests) and Risks

hotel Iessee_s _and hotel . deterioration of reputations due

guests (avoiding properties |, non-response

that are less climate-

responsive) Increase market recognition and o

" ppor-

market competitiveness as an tunities

eco-friendly property
Physical Risks

Damage to property caused Increase in repair and insurance
by typhoons and other wind | costs, loss of sales opportunities Risks

5 damage and lower occupancy rates
Physical 9 pancy
Risks . . . .

Floods of nearby rivers and  Increase in repair and insurance
rainfall inundation caused by costs, loss of sales opportunities Risks
torrential rains, etc. and lower occupancy rates
Increase in demand for air
conditioning due to increase . -

Chronic in extreme weather Increase in utility costs, as well Risks

i as maintenance and repair costs
conditions such as extremely P

hot and cold weather

(*) "Transition Risks" and "Physical Risks" are as follows.

4C

cation Short- Mid- Long- Short- Mid- Long-

term term term term term term

Minor M0de-

rate \Eifeld Minor Minor Minor

Mode-Mode-

e Minor Minor Minor

Minor

de:

i . Mode- .. i i
Minor Minor e Minor Minor Minor

Mode-Mode-

e Minor Minor Minor

Minor

/ / Mode- ,,. A A
Minor Minor e Minor Minor Minor

Mode-Mode-

r—— Minor Minor Minor

Minor

Mode-

e Minor Minor Minor

Minor Minor

Mode-Mode-

[P Minor Minor Minor

Minor

Mode-

Minor Minor Minor Minor Minor =

Minor Minor Minor Minor Minor Rlodeg
rate

. . . . . Mode-
Minor Minor Minor Minor Minor e

Initiatives
and
Countermeasures

* Switch to equipment with

superior environmental

performance

Consider introduction of

renewable energy

* Third-party verification of
aggregated environment data
(energy, GHG, water and waste)

Survey the latest technology and
estimate the effect by introducing
equipment with the latest
technology

Introduce water-saving devices,
reduce sewage and wastewater
by introducing ECO-cleaning, and
use LED lights

Disclose information with ESG
disclosure framework (TCFD,
etc.). Set targets and implement
initiatives in line with government
policies

Consider introduction of
renewable energy

Promote energy saving through
periodic facility renovations and
conduct tenant satisfaction
surveys

Obtain environmental
certifications (SMBC eco-
certification, BELS and CASBEE)
Issue green bonds, etc.

* Check hazard maps

Prepare BCP manuals, and

conduct disaster training

* Mitigate damage by strengthening
facilities

* Promote energy savings through
facility renovation

"Transition Risks": Business impacts arising from the social economy's transition to a low-carbon, decarbonized economy
- Policy and legal risks : Risks arising from tightening of regulations to promote decarbonization through policies and regulations

- Technology risks

- Market risks

- Reputational risks
employees, and investors

: Risks associated with the development of new low-carbon and decarbonization technologies and their mainstreaming
: Risks related to markets, such as energy price volatility and changes in demand for services
: Risks associated with a deterioration of reputation among stakeholders, including customers, the public,

"Physical Risks": Business impacts resulting from progress of climate change and shifts from traditional climate patterns and phenomena
- Acute physical risks : Risks arising from sudden weather phenomena such as typhoons and floods
- Chronic physical risks  : Risks arising from long-term changes in climate patterns that may cause rising sea level or chronic heat waves
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® Risk management ® Metrics and targets

- Premise of risk management
(Identification and assessment of risks)

At JHRA, which is entrusted with asset management of JHR's assets, ESG
Promotion Committee mainly plays a central role. ESG Promotion Committee
identifies and assess climate-related risks as well as consider and decide business
strategies to manage risks and countermeasures as one of the ESG issues. The
processes of identification and assessment are as follows.

1. Under the direction of the executive officer responsible for management of
climate-related issues, an internal ESG team (hereinafter called "ESG Team"),
which formulates goals, studies measures, and monitors their implementation
status with respect to ESG-related issues, identifies and assess climate-related
risks to JHR.

2. ESG Team identifies and assess climate-related risks based on the classification
of "Transition risks" and "Physical risks" and report the results (progress) at the
ESG Promotion Committee.

3. ESG Promotion Committee deliberates on climate-related risks and prioritized
measures to manage climate-related risk which judged to be corresponded as
priority based on the results of the ESG Team's identification and assessment of
climate-related risks, including their potential to materialize and their financial
impact and other factors. In addition, when climate-related opportunities are
reported, the team prioritizes them within the business strategy.

For an overview of ESG Promotion Committee and ESG Team, please refer to
"Sustainability Promotion System" within Sustainability Management.

« Management of climate-related risks

The processes for managing the assessed climate-related risks are as follows.

1. The executive officer responsible for management of climate-related issues will
instruct the ESG team to formulate an action for the key climate-related risk
factors that ESG Promotion Committee has decided to prioritize correspondence.

2. Depending on its content, the action formulated by ESG team will be decided and
implemented based on the necessary decision-making system within the asset
management company including ESG Promotion Committee.

3. Regarding the action decided on, ESG team summarizes the status of the

progress and the impact by the action, and reports to ESG Promotion Committee.

ESG Promotion Committee appropriately manages the risk through management
of progress of the action and provide instructions on the formulation of new
measures, etc. based on the report by ESG Team.

For an overview of Risk management, please refer to "Governance."

Based on the recognition that solving environmental issues represented by climate
change is one of the most important management issues for stable medium- and
long-term growth of the JHR, we are promoting low carbonization of our portfolio and
energy use efficiency through environmental and energy-saving measures.

- Greenhouse Gas (GHG) emissions

JHR has set a target to reduce GHG emissions intensity by 30% until 2050
(compared to FY2017) as a long-term goal.

Since the properties owned by JHR are managed by hotel lessees, etc. and their
GHG emissions fall under Scope 3, Category 13, Leased Assets (downstream), the
sum of direct emissions from fuel consumption (Scope 1) at the properties and
indirect emissions from consumption of purchased electricity, etc., which converted
final energy consumption into annual CO, emissions (Scope 2) reported by the
hotel lessees, etc. are used as GHG emissions for JHR.

The GHG emissions are calculated as follows.
1.Scope 1

CO, emissions are calculated by multiplying the calorific value of each type of fuel
(gas, heavy oil, kerosene, etc.) burned on-site by the "carbon emission
conversion factor for each fuel type x 44/12."

2. Scope 2

Calculated only for electricity and the heat supplied from offsite sources (district
heating and cooling, etc.). CO, emissions are calculated by multiplying each
consumption by the emission factor for respective suppliers or by the emission
factor specified by the government.

Others

JHR is striving to reduce GHG emissions and take the following environmental
measures and others at the properties it owns, aiming to build a portfolio that make
reduction of environmental impact compatible with consideration of all stakeholders,
including hotel guests.

* We have a plan in place to eliminate the use of specified CFCs (CFC) and
alternative CFCs (HCFC, HFC) in short period by identifying the refrigerants used
in the air-conditioning equipment of all properties owned by JHR.

« With regard to ODP and GWP, we aim to figure out the ODP and GWP of all
refrigerants used in our properties.

« Upon renewal of air conditioning equipment, we make selection of equipment with
consideration to ODP and GWP usage.
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Basic Policy

JHR and JHRA endeavor to build sound relationships with our stakeholders
including unitholders, hotel guests, hotel lessees, hotel operators, business
partners including property managers, local communities, officers and
employees of the JHRA and others, and to fulfill our social responsibility
expected by each of them.

Initiatives for Unitholders

® Proactive IR activities
General Meeting of Unitholders and Briefing for unitholders:
once in every two years
Financial Results Briefing for institutional investors:
twice a year (including mid-term Financial Result Briefing)
We proactively participate in conference for investors in Japan and overseas.

@ Proactive information disclosure
We actively disclose information using various communication tools (Financial
Results Briefing, Asset Management Report and Press Release, etc.).
Moreover, we disclose business result of our major hotels through press
release every month.

Initiatives for Local Communities/

Contribution to Regional Revitalization
(Cooperation with Lessees, etc.)

Considering the Health and Safety of Local Communities

Initiatives to cope with COVID-19

« Provided 7 hotels to date as facilities for accommodation and care of patients

« Introducing automatic check-in machines as a countermeasure to COVID-19 (Utilize DX -
Digital Transformation)

« Providing vaccinations to officers and employees of HMJ Group hotels (including part-time
and temporary staff) who want them, as well as their families

« Providing hotel banquet rooms as workplace vaccination sites and group vaccination sites

« Installing acrylic boards as a countermeasure for airborne droplets and installing
automatic thermometers

Supporting Cultural and Artistic Activities and Child-rearing
in Local Communities

Oriental Hotel Tokyo Bay
Setting forth a corporate policy as "Hotel which is friendly to Earth, local community and family”
Oriental Hotel Tokyo Bay proactively engages in events of local communities such as Shin-urayasu
festival and disaster preparedness to communicate with - i
local residents. Oriental Hotel Tokyo Bay also supports art
and cultural activities in local community through hosting a
free annual Christmas chapel concert and setting an
oriental gallery.

Moreover, the hotel is dedicated to support childcare such
as cooperation with after-childbirth support project of
Urayasu city and received first Kids Design Award as a hotel.
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Initiatives for Hotels

Hotel Nikko Alivila Improvements to Hotel Employees' Work Environment

Introducing COVID-19 countermeasures and creating practical, relaxing back-of-house
areas where employees can work comfortably.

Hotel Nikko Alivila holds up "Eco-friendly
resort." The hotel participates in
"Churaumi clean-up operation in Yomitan"
hosted by Yomitan Village in Okinawa
every year. Nirai Beach is located in front
of Hotel Nikko Alivila, which is famous for
its one of the best transparency in
Okinawa's main island. Hotel staffs clean

the beach every morning and implement
beach preservation activities. As a result of
these activities, laying of eggs, and natural
hatching by sea turtles are observed in the
beach. Hotel Nikko Alivila is @ member of
the Sea Turtle Association of Japan.

Disaster Relief Donations

As a hotel asset management company that coexists with the local community, JHRA
makes disaster relief donations to be used for rescue and restoration activities in the
affected areas as follows:

» The 2016 Kumamoto Earthquake (April 14, 2016)

* The 2024 Noto Peninsula Earthquake (January 1, 2024)
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Initiatives for Employees

In order to maintain its professional expertise and continue performing stable asset
management, JHRA believes it must be a company at which highly motivated,
exceptional human resources are able to achieve excellent performance over the long
term. It provides an appealing, pleasant work environment where exceptional
employees remain highly motivated to enhance their quality and have incentives to
continue working there in the medium to long term.

Initiatives for HR Development

Viewing human resources as its most important asset, JHRA supports employees'
career development by implementing various development programs that enable each
individual to grow through their work while expressing their individuality and achieving
personal fulfillment.

® HR development (professional skills development)
With the aim of cultivating REIT and real estate management professionals, we
recommend and support the acquisition of professional certifications such as ARES
(Association for Real Estate Securitization) Certified Master (an educational program
that systematically teaches practical, specialized knowledge in the real estate and
finance fields) for all officers and employees, and throughout the year, the company
covers the full cost of participation in training and seminars relating to practical
knowledge, industry trends, complying with laws, etc.

+ Real Estate Broker
» Real Estate Appraiser : 3 employees
« Certified Building Administrator : 3 employees
« Official Real Estate Consulting Master : 2 employees
» ARES Certified Master : 14 employees

: 20 employees

Certification Holders

(as of December 31, 2023)

® HR development (general skills development)
In order to support efforts aimed at acquiring the specialized expertise and
qualifications required to carry out the responsibilities of their position and improve
their skills, we offer training programs conducted by external organizations to all
employees, as well as supporting expenses for personal development using the
Cafeteria Plan program.

® HR development (leadership development)
We regularly conduct various training programs aimed at acquiring the abilities and
skills required at each level of the organization for the purpose of cultivating the next
generation of management and leader.
<Examples of recent training programs>
* June 2023 : Implementation of training for management
» October 2023 : Attendance at external training for female managers

Initiatives for Employee Health and Well-being

With the purpose of ensuring employees' mental and physical health and establishing a
comfortable work environment, JHRA promotes work-life balance and initiatives to
improve mental and physical health and pursues initiatives to enhance job satisfaction.

@ Establishment of Health Committee
Even though the size of our workplace does not oblige us to establish under the
Industrial Safety and Health Act, we have established a Health Committee with the
aim of improving Standards of labor health for employees and maintaining and
promoting wellness. The committee, which meets once a month, reviews matters
including status of work by all employees and the well-being and safety of the work
environment, and after meetings, advice from an occupational health physician is
distributed to all employees.

® Encouraging regular health checks, flu shots, etc.
In general, we subsidize costs related to regular health checks/screenings once a
year and costs related to flu shots and we encourage employees to take health check
and vaccinations by these measures. Moreover, we implement a system that enables
those who desire it to consult with occupational health physician about mental health
issues as needed.

@ Establishment of employee consultation service
For the purpose of protecting employees' human rights and strengthening
compliance management as well as for prevention, early detection, and correction of
conduct that violates laws and regulations, fraud, harassment, etc., we have set up
whistleblowing regulations that apply to all employees and established an employee
consulting service. We set the Compliance Office as an in-house contact point and an
external lawyer as an external contact point. Employees may report or consult with
consulting service anonymously.

@ Consideration of human rights, diversity, and equality of opportunities
Our in-house regulations stipulate that acts of discrimination based on ethnicity,
religion, gender, age, origin, nationality, etc., shall not be allowed. Through activities
such as compliance training, we promote respect for various perspectives and values
and pursue awareness activities to eliminate discrimination and harassment.
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@ Preparation of environment where senior personnel can be active Communication with Employees
We have introduced a re-employment system for employees aged 60 and over who

wish to continue working. We have established a labor environment where senior
personnel may remain active after the official retirement age by leveraging their work
experience and expertise.

@ Preparation of office environment

Our offices are amply equipped with common spaces that promote communication
between employees, and spaces are also provided for individuals to rest.
Furthermore, we are taking steps to implement a comfortable work environment,
such as hiring an external specialist company to perform periodic air cleaning
maintenance in order to ensure excellent air quality.

® Pension plans and fund installment program under NISA at workplace
(Employee Stock Purchase Plan)

To help employees build up assets for the future and enjoy a comfortable standard of
living after retirement, we have introduced a defined contribution pension plan
(401k) as well as a defined benefit pension plan and other measures.

Furthermore, with the purpose of maintaining officers' and employees' motivation for
improving unitholder value over the medium to long term by having the same
perspective as unitholders, we have introduced fund installment program under NISA
at workplace for all officers and employees, under which the company provides
contributions equal to a certain percentage of individuals' contributions as an
incentive. We made possible to acquire investment units of JHR by officers and
employees under the program while paying attention to insider information.

@ Implementation of various benefits

(programs for all officers and employees)

« Sick leave *Leave which may be taken separately from annual paid vacation
» Length-of-service compensation program

» Congratulatory/condolence payment program

» Cooperating with welfare service providers

« Flex hours, etc.

JHRA pursues a two-way dialogue between management and employees on
matters such as working styles and strives to create job satisfaction and make
work more pleasant.

@ Implementation employee satisfaction surveys
In order to build a more positive relationship between management and employees,
we conduct an employee satisfaction survey of all employees once a year (surveys
are conducted by an external organization once every three years). Based on the
survey results, we examine and implement measures for improvement. Furthermore,
we strive to become a better company by facilitating bi-directional communication
between management and employees, which includes using employee suggestions
for enhancements gathered during workshops.

<Latest response rate> <Measures taken based on survey results>
* FY2022: 100% « Company-wide introduction of system applications to improve
* FY2023: 100% work efficiency

« Provision of laptops for working from home, portable equipment
for business trips, etc.

« Establishment of internal award system

« Implementation of rank-based training, etc.

® Target management and personnel evaluation process
Superiors and their subordinates together review the status of the targets set by
employees at the start of the fiscal year and their performance during the year
through regular communication. At the end of the year, employees' achievement of
their targets, performance, and use of their skills are reviewed and a follow-up
meeting is held. We have instituted a PDCA process to develop the capabilities of our
employees. In this process, we share improvement issues through interviews,
exchange ideas to move to the next step, and set goals for the next year and the
mid- to long-term. Moreover, in the process, all employees set ESG-related targets.
Under this process, we will implement fair personnel evaluations and ensure
employees are treated and assigned appropriately. In principal, these evaluations are
reflected in the year-end bonuses for all employees and in the salary scales for the
next fiscal year.

@ Individual meetings with top executive
As a venue for consultation and discussion about the details of individual employees'
assignment, career plan, workplace-related concerns, etc., top executive hold one-
on-one meetings with all employees once a year. Top executive listen to employees'
voices and use them as a reference for the aim of supporting each employee's
personal fulfillment and creating a more pleasant work environment.
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Basic Employee Data

Basic data on JHRA's employees is shown below.

@ Data related to employees (as of the end of each fiscal year)(*1)

1. Basic data on employees

3. Health and safety of employees, etc.

Item FY2021 FY2022 FY2023 Item FY2021 FY2022 FY2023
Number of employees 36 41 49 Percentage of paid leave taken(*4) 57% 66% 65%
Male 24 (67%) 28 (68%) 36 (73%) I\N,I:Q?nersoﬂg'lga'th Conrmmse 12 11 12
By gender (ratio) 9 : : :
Female 12 (33%) 13 (32%) 13 (27%) Number of interviews with 21 8 6
industrial physicians
Average length of service 5 years 7 months 5 years 7 months 4 years 12 months Number of employees took parental
leave (Number of male employees 0 3(1) 0
Number of seconded employee(*2) 1 1 1 ek e R
Number of employees took 0 0 0
nursing leave
2. Promoting of diversity
Number of occupational accidents 0 0 0
Item FY2021 FY2022 FY2023
(*1) Representative Director, part-time Directors and Auditors are excluded.
: (*3) (*2) Seconded employees from non-sponsor-related parties for the training purpose.
Number of directors 7 7 / (*3) Representative Director, part-time Directors and Auditors are included.
(*4) Exclude employees joined the company during the year.
Male 6 (86%) 6 (86%) 6 (86%)
By gender (ratio)
Female 1 (14%) 1 (14%) 1 (14%)

Number of employees in managerial
position (Head and Deputy Head of 12 13 14
Group or above)

Male 11 (92%) 10 (77%) 11 (79%)
By gender (ratio)
Female 1 (8%) 3 (23%) 3 (21%)
Number of employees 5 2 1

over 60 years old
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Initiatives under Impact of COVID-19

The COVID-19 pandemic has significantly impacted daily life, social activities,
and business, prompting reconsideration of how employees work and
communicate. JHRA is striving to ensure employees' safety and peace of mind
in the context under the pandemic, and we have implemented various
initiatives aimed at making work more flexible and comfortable.

® Implementing a flexible work system
Flexible work system, recommending staggered commuting times, setting
and managing attendance rate, rotation system to work at office,
establishing behavioral guidelines based on the pandemic situation,
recommending online meetings, etc.

® Changing office specifications
Introducing an online meeting system for all conference rooms, practicing
social distancing of seats while attending meetings, setting limits on the
number of people using conference rooms, installing partitions, etc.

® Employee health management
Conducting regular PCR tests (voluntary), providing workplace vaccinations
(voluntary), installing air purifiers and clinical thermometer, distributing
infection prevention gear (e.g., disinfectant spray, masks) to all officers and
employees, etc.

® Ensuring the well-being of working from home
Loaning laptops and cell phones, subsidizing the cost of buying monitors and
headsets, etc.
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Corporate Governance

JHR's Governing Bodies

Based on the Act on Investment Trusts and Investment Corporations ("the
Investment Trusts Act"), organizational management of JHR is handled by the
General Meeting of Unitholders, which is comprised of unitholders, and the
Board of Directors, including one Executive Director (male) and three
Supervisory Directors (one male, two females), and an Accounting Auditor.

Executive Director and Supervisory Directors

@ Status and term of directors
The Executive Director executes the business of JHR, represents the
company, and possesses the authority to perform any acts in or out of court
relating to the business of JHR.
The Supervisory Directors possess the authority to supervise the execution of
the Executive Directors' duties. They may request reports relating to the
status of JHR's business and assets from not only the Executive Director but
also administrative agents, the asset management company, and the asset
custody company, and they may also conduct any investigations that are
required.
Executive Director and Supervisory Directors were elected by resolution of
general meeting of unitholders and term of office is two years following their
appointment.

® Independence of directors
In order to secure high independency of Executive Director and Supervisory
Directors from JHRA and its sponsor-related parties, JHR elects person
without any relation with JHRA and its sponsor-related parties as its
Executive Director and Supervisory Directors since April 1, 2012.
In cases of vacancy of the position of Executive Director or a shortfall in the
number of Executive Director as stipulated by laws and regulations,
representative director of JHRA may temporarily take position of Executive
Director of JHR.

@ Reasons for appointment of Directors and Board of Directors Meeting

attendance record

The directors were elected by a resolution of the General Meeting of Unitholders
based on the reasons below, with the condition that they must not conflict with any
of the reasons for disqualification stipulated in various laws and regulations, including
the Investment Trusts Act (Article 98, 100, and 200 of the Investment Trusts Act,
Article 244 of the Ordinance for Enforcement of the Investment Trusts Act). The
Executive Director and Supervisory Directors consist of third parties who have no
special interest with JHR.

Title of Board of Directors

Offi Name Reasons for Appointment Gender  Meeting Attendance
icer o
Record™
Possesses high experience and knowledge as a
professional of law with central focus on
Executive Kaname corporate law. Familiar with unique mechanism Male 88.2%
Director Masuda and structure of a J-REIT through his practical (15/17 meetings)
experience and possesses considerable insight
of management.
Expected to supervise investment corporation
management from various standpoints
Supervisory Tetsuya including specific field based on the high Male 82.4%
Director Mishiku experience, knowledge etc. he has acquired as (14/17 meetings)
a legal expert with central focus on compliance-
related matters.
Expected to supervise management from
Supervisory Mayumi various standpoints including specific field Female 94.1%
Director Umezawa based on the high experience and knowledge as (16/17 meetings)
professional of accounting.
Expected to supervise management from
Supervisory Akiko various standpoints including specific field Female 100%
Director Tomiyama based on the high experience and knowledge as (2/2 meetings)
legal expert.

(*) Shows the attendance record at Board of Directors Meetings held during the 24th fiscal period (ended

December 2023).
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Remuneration of Directors

® Remuneration of Executive Director and Supervisory Directors

® Fees paid to JHRA

As stipulated in JHR's Articles of Incorporation, the amount of remuneration
for the Executive Director and Supervisory Directors shall be determined by
the Board of Directors, with a maximum of 800,000 yen/month per person
for the Executive Director and a maximum of 500,000 yen/month per person
for the Supervisory Directors. The remuneration amount for each director is
as shown in the table below.

(Unit: thousands of yen)

Total Remuneration for Each
Position in the 24th Fiscal Period
(Ended December 2023)

Position Name

Executive Director Kaname Masuda 6,600
Supervisory Director Tetsuya Mishiku 3,600
Supervisory Director Mayumi Umezawa 3,600
Supervisory Director Akiko Tomiyama 600

@ Remuneration of Accounting Auditor
The amount of remuneration for the Accounting Auditor shall be determined
by the Board of Directors, with a maximum of 30,000,000 yen per business
period. The remuneration amount for the Accounting Auditor is as shown in
the table below.

(Unit: thousands of yen)

Remuneration for the 24th Fiscal Period

Tz Cotmpeny frs (Ended December 2023)

Accounting Auditor KPMG AZSA LLC 29,550

(*) Remuneration for the independent auditor includes fees of 3,300 thousand yen for preparing comfort
letters associated with the issuance of new investment corporation units.

Since JHR is prohibited from hiring employees based on the provisions of the
Investment Trusts Act, it entrusts asset management to JHRA without hiring
any personnel.

In accordance with the asset management contract signed between the two
parties, JHR pays asset management fees to JHRA. The types of fees,
methods of calculating them, and total amounts are as shown below.

<Calculation Methods>
Fee Type Fee Calculation Method

On the final day of March, June, and September in each business period and the fiscal year-end of
each business period (the "calculation reference dates"), JHR shall pay the amount obtained by
Management multiplying its total assets by a rate it has agreed separately with JHRA, up to a maximum of 0.35%
fee 1 per annum, on a daily pro-rated basis for the number of days between the previous calculation
reference date (which is not included) and the current calculation reference date (which is included),
taking one year to be 365 days and rounding down to the nearest yen.

JHR shall pay the amount calculated by multiplying its NOI (Net Operating Income) for each business
period by a rate it has agreed separately with JHRA, up to a maximum of 1.0%, rounded down to the
nearest yen.

JHR shall pay the amount calculated by multiplying the amount obtained by dividing the total dividend
amount for a given business period before deducting management fee 3 by the total number of
Management investment units issued as of the last day in December in that period (rounded down to the nearest
fee 3 yen) by a coefficient that it has agreed separately with JHRA, up to a maximum of 43,000 (however,
if the investment units were split, the figure will be 43,000 multiplied by the split ratio, and if the
investment units were split multiple times, the same process will be repeated).

If real estate related assets, etc. (this refers to assets indicated in Article 28-2 through 28-4 of the
Articles of Incorporation; the same applies hereinafter) are acquired, JHR shall pay the amount
obtained by multiplying the acquisition price of the applicable real estate related assets, etc.
(excluding amounts corresponding to consumption tax, etc. (as defined in Article 39 of the Articles of
Incorporation; the same applies hereinafter) and expenses associated with acquisition) by a rate that
it has agreed separately with JHRA, up to a maximum of 0.75% (rounded down to the nearest yen).
However, if the applicable real estate related assets, etc. are acquired from sponsor-related parties,
the rate to be applied shall be reduced by 0.25% from the rate to be applied in the case of acquisition
from non-sponsor-related parties.

In the event of real estate related asset, etc. are disposed, JHR shall pay the amount obtained by
multiplying the disposition price of the applicable real estate related assets, etc. (excluding amounts
corresponding to consumption tax, etc. and expenses associated with disposition) by a rate that it has
agreed separately with JHRA, up to a maximum of 0.5% (rounded down to the nearest yen).
However, in the case of disposition of the applicable real estate related assets, etc.