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Summary of this Document

Toshimasa Itaya
Japan Facility Management Association, Director of CRE management workshop

Corporate Real Estate (CRE) management means efforts to contribute to corporate administration by strategi-
cally conducting operation management for CRE and effectively utilizing CRE. The CRE Management Workshop was
established in JFMA in 2013 and it conducts systematic research.

Based upon the results of these activities, this handbook compiles the importance of CRE management and its
influence upon corporate administration, or effective promotion systems and solution methods, etc. We would be
happy if everyone involved in the general management/administration of corporations or real estate related busi-
ness would use it as a reference in the promotion of your daily affairs or various projects. We also hope that it will
be a great reference for those working at a variety of vendors such as real estate companies which provide solu-
tions in real estate, consulting, design, and execution.

In our country there are not many handbooks and guides which target CRE, with the only systematic guidance
being the guidelines and guides by the Ministry of Land, Infrastructure, Transport and Tourism. This document at-
tempts to delve deeper based upon the latest information as of 2015 including said guidelines and referencing
overseas literature, etc. as well. We would also like to thank all of those who cooperated in the publishing of this
document.

B Composition of this handbook

Explanation of subjects)

[t is a digest geared toward managers, and we hope that everyone in corporate management will read it.
Explanation of subjects 1-6)

With the definition of CRE management as explanation of subjects 1, we outline the position of CRE in our coun-
try's real estate overall and its influence upon CRE corporate management in explanation of subjects 2 and 3. We
introduce points wherein CRE management leads to improvement of corporate value in explanation of subjects 4.
Explanation of subjects 5 and 6 outlines the techniques and organizational system for implementing CRE manage-
ment.

Special contributions)

Contributions from experts regarding CRE introduce studies regarding CRE from a broad viewpoint.
Practice cases)

This is a study which summarizes efforts in CRE management domestically and overseas.

Proposed techniques)

These are the latest studies, solution techniques, and examples of CRE management proposed by workshop com-
mittee members. We propose solution strategies regarding issues encountered when actually promoting CRE man-
agement as well as problem-solving techniques from a long—term viewpoint such as human resource training. While
being more practical than the explanation of subjects, they are proposals from those with experience who are
making actual efforts in CRE management. While proposing a variety of techniques, it also lists practical cases,
practicing companies, etc.

Research studies)

These are the results of research regarding domestic and international CRE carried out under professor Yukio Ko-
matsu of Department of Architecture, School of Creative Science and Engineering, Waseda University. It conducts
administrative analysis, etc., based upon public documents such as securities reports.
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Points of Commentary on Main Theme
Business Management Digest

Toshimasa Itaya
CRE Management Research Workgroup Chairman

FM administration, which includes CRE management, is directly tied to company management and the effect of
promoting this is thought to appear in management benchmarks, etc. These points are indicated below.

Point 1 The CRE of Japanese companies is 2 to 3 times that of like companies in the west.

Japanese companies possess real estate holdings worth approximately 500 trillion yen, which is nearly 2 to 3 times
the holdings of companies of similar respective industries in the west. This means that Japanese companies have
much more of the real estate required to provide the same products and services.

mAppropriate investment management and effective utilization of real estate is necessary to improve competitive—
ness.

Point 2 CRE is a heavy asset that results in costs.

CRE represents the largest fixed asset of a company. This accounts for 10% the manufacturing industry and more
than half in the infrastructure industry. In the manufacturing industry, CRE maintenance and management costs can
equate to 3-5% of overall sales and 20%-30% in the infrastructure industry. These costs are difficult to ascertain as
they are dispersed throughout every division and department.

wAppropriate cost management and the trimming of real estate assets can lead to increased income and improved
proauctivity.

Point 3 CRE management promotion can lead to improved ROA and ROE.

The trimming of real estate assets and total asset optimization can lead to asset contraction and the reduction of
CRE costs contributes to income. CRE is the infrastructure that supports business operations. An effective facility
strategy and providing an enriched workplace environment can lead to improved productivity, innovation, and other
benefits that make mid to long—term contributions to profit.

wCRE management contributes in all areas, including increased ROA elements and organization streamiining.

ROA improvement achieved through CRE management

Improving
productivity/profitability
Term net @®Troviding an enriched
workplace

@CRE cost reduction
<—— @Real estate utilization

Term net
income

Asset efficiency

Total assets Total improvement,increase yield
assels potential

@ CRE streamlining

@ Facility portfolio management

@ [nvestment selections and

centralization

@ Facility reinvestment

optimization

<—— ®@Tacilityservice life extension

income
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Point 4 CRE ownership leads to diversity in options.

Options are diverse if a company already owns CRE. The sale of CRE can be conducted to procure capital, which can
then be used to invest in the company’ s main operations. It also is possible to use CRE instead of selling but if CRE
will be used as investment real estate, careful consideration must be given to the risks and potential of a real estate
lending business.

wiverse options If possessing CRE, including use in main operations and to procure capital for investments in mamn
operations.

wf using to procure capital compare with other financing options to make a comprehensive decision.

Point 5 Also diverse options when procuring CRE.

Business growth requires the appropriate and quick procurement of CRE. It is vital that a company master the op-
tions of ownership and leasing to make optimal CRE selections for that company. Choose leasing to maintain flexibil-
ity while ownership is beneficial to controlling long—term cash flow. In the end, a comprehensive management decision
is required.

wMaster the wide range of options between leasing and ownership to select optimal CRE.

wfor investments, compare with other investment targets to make a comprehensive decision.

-

Leased new facility provides highly — Purchased new facility provides highly  Convert/utiize CRE as a public facility
functional new corporate offices functional new corporate offices

Point 6 The role of management in the promotion of CRE management is vital.

As with HR, finance, operation, R&D, sales, etc., promoting CRE management requires management decisions related
to the creation of a company-wide organizational structure, the use of external resources, etc.
mCompany management itself should promote the following points.
@~Lstablish an asset utilization strategy that covers CRE
@/dentify the CRE managing director/executive officer and establish a company -wide organizational structure for
promotion
@~Feports and information disclosure to shareholders, etc., related to CRE promotion and its effects
= The following methods also are effective during CRE management promotion.
@ Selection of domestic and international strategic partners, CRE personnel develobment or external procurement
@~Fesponses to new needs such as environment, risks, BCP, IT utilization, etc.

Board of directors

ROA improvement
Bl A e aIiio] dividends/stock

Products and price
Cust services
ustomers
— Shareholders

Internal director
Managing directors
Appointment and

Compensation removal

CEO/ Management strategy

CFOQ/ Financial strategy

TImplement CRE management

COO/ Business strategy
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Corporate real estate in Japanese real estate
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FHDH I EICENRD, RKRETITOREOAREPEIZ 58 HCREO EHEMEIZ OV TR T 5, ~ The per-
cent of CRE in our country’s real estate overall is extremely high. The effective utilization and efficient
application management of CRE contributes to increasing the asset value of real estate overall in our
country while also leading to an increase of industrial competition in our country by supporting corporate
activity. In this section we introduce the importance of CRE in the real estate of our country.
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Position in corporate real estate in a Japanese company

& #IE, Toshimasa ltaya
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T —7 7L —ADHRMEE CRED K& 2% E|THh 5,  The percentage of real estate making up cor—
porate assets is extremely high compared to Western companies. While actualization is difficult, it is also
possible that administrative costs in CRE are significant. It is therefore possible for the possession and
management of appropriate CRE to not only adjust balance sheets but also lead to increase corporate

value through increased profits. The provision of creative and efficient workplaces is also a major role of
CRE.
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Enterprise value improvement by CRE management

& #IE, Toshimasa ltaya
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Ta VORAPERE HENICREREICRN L WIR B IBEINDD, (60007 T T 5
RANEIETH S,  The provision of bold real estate strategies and quality real estate infrastructure
via effective CRE management supports the core business and administration of companies. The results
are actualized in corporate accounting documents such as balance sheets and profit and loss statements,
and would seem to ultimately lead to increased corporate value. There are also hypothesized results which
are not immediately apparent in administrative indicators such as the decrease of long—term risk and the

prompting of innovation, but it is important to attempt to visualize them in some form.
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Portfolio management of CRE

& #IE, Toshimasa ltaya
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ICHEEFELCRBY, B OESEHENORE « ORI bR — b7+ VA THBT5Z L &7
%, GECHTA OHW L R — 7 U ARHIIZIESL EE X B ND,  The acquisition of CRE is in-
vestment in corporate administration, while its sale is fundraising. Both decisions are portfolio management
wherein selections are made from multiple investment destinations or fundraising techniques. Furthermore,
the real estate exists in multiple locations around the country, with judgments on acquisition and reorgani—
zation from daily operational management also made via portfolio. Decisions to lease or purchase also
seem to be based upon portfolio assessment.
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Promotion system and Governance of CRE management

& #IE, Toshimasa ltaya
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LT T AKHNTFEFICEETH S, £7o, FMEICOWTTIINTEIRZTEHT 572 LD K
MNEZBND, TR =V I HEES T Tl BHREKICLT Y N —v 7 OnfE
YENd 5,  Effective CRE management improves corporate value via real estate strategy. Further—
more, provision of real estate infrastructure supports corporate administration. Organizational systems
and governance systems to effectively execute said management are extremely important. Regarding
fields of specialization, policies utilizing external resources etc. should be considered. Outsourcing of oper-

ations has possibilities not only for daily operations but also for strategic operations.
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Expectation for the new CRE Management Handbook

ZHM {EFF, Sawako Tada
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B e 2EnmL T Z & 2 W9 %,  Five years have passed since MLIT published the

guidelines on CRE management.

CRE management has been promoted by private sector. We hope that

the new CRE Management Handbook will improve the contents of CRE management and contribute to in—-
creasing the number of companies to introduce CRE management.
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The role of CRE management in business management

Bl

&, Toru Hyakushima
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725720,/ Under increasing importance of CRE management, in Japan there are still few companies which
address CRE management strategy systematically under a proper management system. Japanese companies
should prepare to address CRE management strategy swiftly. Japanese companies should centralize CRE man-
agement first, and should emphasize creative workplace design. Furthermore, they should promote strategic
outsourcing actively to practice and progress CRE management strategy.
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Practice case of CRE management in a Japanese company

KB S8, Akinori Ono
B—Em R

K2FEOM IR TEIBEER L, FRERFEFZBENLE D & & HITRFTOTHRICBLIRIZ I 1T 3,
Mo EERIG LN, ERNEKOTa— " EEOHRIZBT A REEICETLIE T &0
FEFRDAZ T T2 B FARC DWW TR 2 B 2 7 » T & 1o, AWFFEE CIICREOFPHIC H A REhpE
JTRBEERABELMASZ L L, FRFERARBEICONTL, 47 4 AHBTEIT THL
THRAEE R 72 EREDNFFOARIESR EZNRLE L TRMNEZTTOTET, 22 TiE, AiF
RENISBM LT BARDO KR FAEREOTBFIER 2 LoD, HABEDSIZED F TORME L BLK
EMMBECRE R U A FOFRBEAEYE > THIZVN, / In about 2 years workshop, we have studied about
a way of thinking in a Japanese real estate that Japanese and global enterprise have and the movement
of solving problems, while sharing latest movement, problem in the current state and worries between
each other. At this workshop, we have considered about real estate as CRE, but for business, also for
investment, and for business, includes factory and a welfare recreational facility as well as the office. I'd
like to look for a problem of CRE management from the history of the Japanese company, introducing

cases of the Japanese major company which participated to this workshop.
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The leading feature of CRE practices in the global enterprises

{E#E  #£B3, Toshiro Sato
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CRE teams in the advanced western global enterprises have come in to the forefront in the early 2000s
and are still keep evolving stronger. The teams are fully mandated as a part of strong corporate services
division with their shared services function. We can see its leading features in their strong CRE team
function that are professionally centralized and well utilizing out—sourcing partner to align with demands of

company leadership. This chapter introduces practical features of CRE in the global enterprises.
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IZDOWTEELT-, / Real estate risk in the cooperation is a serious impact on the various aspects of
corporate value. This paper confirms the importance of real estate risk management in the corporation,
and discusses current issues and future points of view.
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The viewpoint of CSR in CRE management

BUE 4, Toru Hyakushima
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T ENRRDLINTWD,  It's indispensable to be based on CSR for social value creation in practice
of CRE management strategy for an enterprise. It's important to live together with a local community
where various work places and facilities are located, and contribute to regional development as good cor-
porate citizen above all for an enterprise. It's necessary to create a virtuous cycle of the social value and
economical return beginning at CRE for an enterprise.
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Workplace strategy for innovation promotion
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WX T2 kBN S, ~ While global competition intensifies, the importance of the workplace
strategy to draw out employee’s creativity and link it to innovation creation is rising. An idea investing in or-
ganizational slack is necessary for the making of creative office. It's necessary to make a city evolve into a
creative city beginning at the creative office to magnetize excellent human resources.
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Activities on human resources development program associated with CRE Strategy

=M IE%, Masahiro Mita
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LE2 %, / Itis one of the crucial issues to cultivate human resources capable of designing and imple—
menting Corporate Real Estate Strategy. When it comes to designing the human resources development
program, we consider it most important to share the values with employees. Specifically, company is sup-
posed to present corporate vision and clarify ideal competency, sought-after skill.
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CRE Sustainability Management
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L. [{¥MMm 2o [Hgagett) 2moH T,  The role of real estate is significant to
achieve the low-carbon society and attention towards green buildings is arising accordingly. The manage-
ment in which a company seeks sustainable corporate real estate value brings its stakeholders higher re-
turn and enhances its corporate value and sustainability.

1. [ZUBIZ FEIFELIRE

19944258 %h L 7= [ 8 &g 28 Bh A 4000 U,
HIERIRRE LI L > CTH 72D S p E s gt
HOBRETH D Z &R S, 20168 2B S
L5 C0P21 (RAEZ B S 21 Bl AS E =
) Tl R 2 OPEHEIEICET T T
TOENDSINT D FZhED B D Hi T 72 Bk A £
REnLHrL&LTn5,
EUTIX20194E £ TIZA& T OB EBEZEY IO\ T
Balh—Rored3ah#t2L0, BRIZBWTH
B RiERR ST L D HEIDBIER R ST D,
20064121 THEAEE R Al (PRI: Principles
for Responsible Investment) | 23#EFE X i, Z
ARSI & 72 o CARENFE D BRI KT 5 E R
RENENMGED, HARZE DA AETIL, 3250
MR ERENBEL LTS (2014411 H K
) .

F7-. UNEP FIREIEY —F 0 7 7L —T7 0 [&F
=L ERE (RPI: Responsible Property In—
vesting) | ZHEHEL TWAHMR, ZHUTAEFER—

h 7 VA OREEIZBW T, ESG (BEE, &Kk O
HRF o R) ICEET D 2 & THife TREME (A
TFEVT 1) ZHELEL D LT3 ETH D,

2. REBEFHENB-SFTEREIZCDONT
BEICBWTARBEIIEEEZDO —DOTHY,
KL ZEDTERVWEERER ThH 5, CREHN &
X T¥EAREEL, BEMMER EOBLEL, #£
R RSN > TRIE L 21TV, REIEN G
IR T =~ AR KRAE EIETHI D
EDEZT WD, FREEGEDOL T NT
A% BB E T2 O D E R AEEDF N TE
LT8R BEEROB S &\ o 7o R
DM THHEZRE L TOEIEE B E X5,
UNEP FI17320084E1Z TBuilding responsible pr-
operty portfolios| O T/RL7= “Good” build-
ings ( “XWW &) 1%, FIHF LT I4E
FEMEDM ) TCSROA A—7) [HEE = A hOH|
B el FrAEICR LTI IREE LTRIZH
%] [CSRDA A=) TEREAME ~ DB DR

“Good” buildings

Occupier benefits

Increased productivity of CSR image
workforce “Landlord of choice”
CSRimage More “future proofed”

Reduced operating costs
Reduced risk of legislative
compliance costs

Reduced risk from energy price
shocks

Improved company image with
SRI investors

system

Investor/owner benefits

Easier route through planning

Sustainability benefits

Environmental/social issues
(e.g. climate change)

Quality of life (moral case for
responsible property investment)

Reduced impact on asset value

X1 “Good” buildings
(tAF) UNEP FI Building responsible property portfolios
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Decision procedure of constructing a new portfolio in corporate real estate
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BHh, FOOEDOTHEERE TS,  For a company, real estate is a base for business. With the
changes in the business environment, the company must change the contents of the real estate. | propose

a method to review the real estate portfolio.
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Utilization of IT in CRE management
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tate information. IT utilization enables to quantify an outcome of a CRE strategy.
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