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Notice Regarding Execution of Merger Agreement between
Japan Rental Housing Investment Inc. and Prospect Reit Investment Corporation

Japan Rental Housing Investments Inc. (hereinafter referred to as“JRH") and Prospect Reit Investment Corporation
(hereinafter referred to as* PRI”) entered into the Letter of Intent (hereinafter referred to asthe“L Ol on REIT
Merger”) as described in the “ Notice Regarding Execution of Letter of Intent regarding Merger of Investment
Corporation” released on February 26, 2010, and continued discussions thereafter. Asaresult, JRH and PRI hereby
announce that they have both decided, at their respective board of directors meetings held today, to implement a
merger effective July 1, 2010 (hereinafter referred to asthe“Merger”) asfollows, and have executed a merger
agreement as of today (hereinafter referred to asthe “Merger Agreement”).

The Merger is subject to (i) approval by the generd meeting of unitholders of JRH of amendments to its articles of
incorporation, etc., and (ii) approva by the general meeting of unitholders of PRI of the Merger Agreement and the
termination of the asset management agreement, etc.

Please refer to section 2(5), Conditions for the Merger, below for details.

1. Background and Purpose of the Merger

Given the current state of Japanese economy, it seemsthat the financia crisis started by Lehman Brothersis coming
to an end, asthere are signs of alet-up of the decline of the economy.  Because of current improvementsin the



environment surrounding JREITS, by apartia improvement in financial ingtitutions' lending attitude and the
weakening of concerns about failures of investment corporations by the public announcement of the establishment of
aRed Estate Market Stabilization Fund, the TSE REIT index has recovered from 837.3 points, as of April 1, 2009,
t0 919.6 points as of March 25, 2010.

In such environment, JRH and PRI, with the purpose of seeking new growth opportunities, considered thoroughly
their respective growth strategies and financia strategies, and, as aresult, both investment corporations reached the
common understanding that realization of the expansion of asset scales, utilization of negative goodwill, and
strengthening financia aspects, among others, will contribute to the further enhancement of corporate value of both
investment corporations. Therefore, on February 26, 2010, JRH and PRI entered into the LOI on REIT Merger and
entered into the Merger Agreement as of March 26, 2010.

The New Investment Corporation after the merger will be one of the largest domestic REITs specidizing in
residentia property in Japan, and stabilization of its cash flow and its balance sheet in responseto the lower financia
leverageis expected. JRH and PRI aim to redlize the Merger with the support of their mgjor unitholders aswell as
their main lenders, in accordance with the Merger Agreement.

As of the effective date of the Merger, the asset management agreement entered into by and between PRI and
Prospect Reit Advisors, Co., Ltd. (hereinafter referred to as“PRA™) shdl be terminated and Mi-Casa Asset
Management Inc. (hereinafter referred to as“MAM”), the asset management company of JRH, will continue to serve
asthe asset management company of the investment corporation after the Merger.  Associated with this, as
separately announced by “Notice Concerning Execution of Agreement regarding Integration of Asset Management
Companies’ as of today, MAM, K.K. Prospect (hereinafter referred to as* KK P”), which isPRA’ s parent company,
and PRA entered into an agreement that al issued shares of PRA held by KKP shdl be transferred to MAM, and
MAM and PRA shall implement amerger, whereupon MAM shal be the surviving company upon the effective date
of the Merger (hereinafter referred to asthe I ntegration of Asset Management Companies’).

2. Summary of the Merger

(2) Schedule of the Merger
JRH

Meeting of Board of Directorsto
Approve the Merger Agreement March 26, 2010
Execution Date of the Merger March 26, 2010
Agreement
R@rd Date for Generd Meeting of March 31, 2010
Unitholders
Date of Genera Meeting of
Unitholders May 28, 2010 (Scheduled)
Record Date for Unit Split June 30, 2010 (Scheduled)
Effective Date of Unit Split
Effective Date of Merger iy 1, 2010 (Scheduled)
Date of Registration of Merger Early July, 2010 (Scheduled)

JRH decided to carry out the Merger in accordance with the procedure for a short-form merger, set out in article 149-
7, paragraph 2 of the Law Concerning Investment Trugts and Investment Corporations (Act No. 198 of 1951, as
amended) (hereinafter referred to asthe “Investment Trust Law”).  Therefore, aproposa regarding the approva
of the Merger Agreement will not be submitted to the general meeting of JRH’ s unitholders, and only the agenda,
including the amendment of the articles of incorporation, set out as described in Item (4) Amendment to the Articles
of Incorporation of the Surviving Corporation (JRH) below is scheduled to be submitted to such meeting.



PRI

Meeting of Board of Directorsto March 26, 2010

Approvethe Merger Agreement

Execution Date of the Merger March 26, 2010

Agreement

Notice Date for Record Date of Genera

Meeting of Unitholders March 16, 2010

Ren?ord Date of General Mesting of March 3L 2010

Unitholders

Date of Genera Meetings of

Unitholders May 28, 2010 (Scheduled)

Date of Delisting June 28, 2010 (Scheduled)

Effective Date of Merger July 1, 2010 (Scheduled)

Date of Regidtration of Merger Early July, 2010 (Scheduled)
(2) Method of the Merger

The Merger will be an absorption-type merger, with JRH being the surviving corporation and PRI being
dissolved.

(3) Allotment of Unitsunder the Merger

JRH PRI
(Surviving corporation) (Absorbed corporation)
Allotment of Units under the 3 —
Merger 1 (Reference: Before unit split)
0.75 (Note 1)

(*) Number of new units of JRH to be issued through the Merger: 225,300 units (Scheduled)

(Note 1)

JRH plans afour-for-one unit split, with June 30, 2010 asthe record date for the unit split and July 1, 2010 asthe
effectivedate. The above merger ratio is based on this unit split being made.  When alotting unitsof JRH a a
ratio of 0.75 units of JRH per one unit of PRI, based on the merger ratio, before taking the said unit split into
consideration, alarge number of unitholders of PRI are expected to receive only fractiond unitsof JRH.  Therefore,
prior to the alotment to PRI’ s unitholders, afour-for-one unit split for units of JRH (hereinafter referred to asthe
“Unit Split”) will be implemented, and after the Unit Split, allotment at aratio of 3 units (post-unit split) of JRH per
one unit of PRI will becarried out.  For details of the Unit Split, please refer to the “ Notice Regarding Unit Split”
announced by JRH as of today.

(Note 2)

Asdescribed in “Notice Concerning I ssuance of New Investment Units by Way of Third-Party Allotment”
announced as of today, JRH determined at its board of directors meeting held on February 26, 2010 that it will issue
new investment units by way of athird-party alotment (hereinafter referred to asthe “Third-Party Allotment”), the
payment date for which will be June 30, 2010, the business day immediately preceding the effective date of the
Merger (the record date for the aforementioned split of units), in order to apply the cash proceeds raised through the
Third-Party Allotment to make a partial payment for loansto be succeeded by PRI. JRH aso determined, at the
board of directors meeting held today, the subscribers and the number of unitsto be alotted to each subscriber.

The subscribers are AppleRingo Holdings B.V. (9,467 units), Ringo Residential TMK (17,214 units), Progpect Japan
Fund Limited (4,305 units), Shareholders Consensus Fund L.P. (2,582 units), Stanhope Investments (5,163 units)
and Japan Trustee Services Bank, Ltd. (trust account) (4,304 units).



The execution of such Third-Party Allotment is one of the conditions precedent of the Merger, and the
aforementioned ratio of dlocation is based on the Third-Party Allotment.  The details of the Third-Party Allotment
should be referred to “ Notice Concerning Issuance of New Investment Units by Way of Third-Party Allotment”
announced as of today.

(Note 3)

The number of newly-issued investment units under the Merger is based on the effectiveness of the Unit Split, as
mentioned in Note 1 and the issuance of new investment units by way of the Third-Party Allotment, as mentioned in
Note 2.

(Note 4)
PRI will not pay any cash consideration for the Merger, nor make any cash dividend to unitholders for the fisca
period from after PRI’ sfiscal year ended on January 31, 2010, to one day prior to the effective date of the Merger.

(4) Amendment to the Articles of Incorporation of the Surviving Corporation (JRH)

JRH intends to submit a proposal to amend its articles of incorporation to the generd meeting of unitholders of JRH
scheduled to be held on May 28, 2010.  With respect to the details of the amendment to the articles of incorporation,
JRH will notify the same upon determination.

(5) Conditionsfor the Merger

The Merger Agreement providesthat JRH or PRI may terminate the Merger Agreement by giving awritten
notification to the other party by the effective date of the Merger, if any of the following conditions are not met, or it
becomes apparent they will not be met, as of the day preceding the effective date of the Merger: (a) the asset
management agreement executed between PRA and PRI isterminated and other relevant agreements are agreed
among related parties, with the content satisfactory to JRH; (b) there is no breach by JRH and PRI in respect to
covenants and representations and warranties in the Merger Agreement or agreements regarding the Integration of
Asset Management Companies or the Third-party Allotment or any other related agreements;, (c) both investment
corporaions, MAM and PRA, have confirmed that no events are recognized or likely to be recognized that will have
amateria adverse effect on its assets, management, financia condition or any other condition or future outlook; (d)
JRH has completed Third-Party Allotment; (€) the Unit Split has been completed; (f) approval of the generd
mestings of unitholders of both JRH and PRI has been obtained, and all the procedures and permits required for the
Merger and consummation of related transactions under the applicable laws and guidelines has been completed; (g)
both JRH and PRI have respectively satisfied and agreed on the terms and conditions of the borrowings after the
effective date of the Merger, and have obtained written consents from the current lenders and future lending
ingtitutions, with borrowing terms and conditions satisfactory to both JRH and PRI respectively, and such consents
have not been retracted; and (h) among those assets that are owned by each investment corporetion, all of theissues
to be cured, as separately agreed by JRH and PRI, have been cured and resolved in amanner, with content, and by
the deadline of completion of cure, as separately agreed by JRH and PRI.  The Merger shall be effectiveon duly 1,
2010, if neither JRH nor PRI exercisesits right of termination by one day before the effective date of the Merger.

In addition, under the Merger Agreement, if PRI conducts any or al transactions that cause corporate reorganization
actssimilar, or substantively similar in nature, to the Merger or any other corporate reorganization acts with third
parties within 12 months after the Merger Agreement isterminated or annulled for any reason, PRI and PRA shall
reimburse al costs (not exceeding, however, one hundred million yen) borne by JRH and MAM and a penalty of
three hundred million yen to JRH and MAM, excluding certain cases prescribed in the Merger Agreement.

3. Grounds for Calculation of Allotment of Units under the Merger

(1) Basisof Calculation
JRH retained Mitsubishi UFJ Securities Co., Ltd. (hereinafter referred to as“M US’) and Merrill Lynch Japan
Securities Co., Ltd. (hereinafter referred to as“BofA Merrill Lynch”) and PRI retained Morgan Stanley Japan
Securities Co., Ltd. (hereinafter referred to as“Morgan Stanley™), repectively, asther financial advisors, and in



each case, in order to support the fairness of the calculation of the merger ratio for the Merger, JRH and PRI
requested their respective financial advisor(s) to perform financial anadyses regarding the merger ratio for the Merger.

MUS analyzed the merger ratio by comprehensively considering the results of the analysis, based on the market unit
price anaysis, comparable REITs analysis, discounted cash flow method, and adjusted net asset vdue analysis, in
order to produce adiverse analysis of the market unit value of both JRH and PRI. A summary of theandysis
performed by MUSisasfollows. The market unit price analysis was conducted based on the closing market unit
price as of the base date of calculation (February 25, 2010) and the average closing market unit prices for one month
and three months prior to the base date of calculation, considering the recent market trading trends of units of both
investment corporations.

Rangefor theMerger Ratio (before Unit Split)
JRH PRI
Market unit price anadyss 1 052 056
Comparable REITs analysis 1 0.72 095
Discounted cash flow analysis 1 058 094
Adjusted net asset value analysis 1 172

BofA Merrill Lynch, considering the trends of the market unit price, forecasts, and other aspects of JRH and PRI,
conducted valuation analyses of the merger ratio by comprehensively considering the market unit price andyss,
comparable REITs analysis, discounted cash flow anaysis, and net asset value analysis. The market unit price
method was based (1) on the closing price of each REIT on March 19, 2010 (hereinafter referred to as“Recor d Date
(i)") and the average closing prices of each REIT for the one-month, three-month and six-month periods up to and
including Record Date (i); and (2) on the closing price of each REIT on February 25, 2010 (hereinafter referred to as
“Record Date (ii)”), the business day immediately prior to the day on which the Letter of Intent regarding the
Merger between JRH and PRI was executed, and the average closing prices of each REIT for the one-month, three-
month and six-month periods up to and including Record Date (ii). The table below sets forth the methodol ogies that
BofA Merrill Lynch used in its valuations of the units of JRH and PRI, aong with the ranges of the Merger Ratio
suggested as aresult of such valuations.

Rangefor the Merger Ratio (before Unit Split)

JRH PRI
Market unit price andysis (Record 1 055 0.69
Date (i)
Market unit price andyss (Record 1 050 061
Date (ii))
Comparable REITsanalysis 1 063 193
Discounted Cash How Analysis 1 058 143
Net asset value andysis 1 1.69

Please refer to Notes 1 and 2 at the end of this press release for amore detailed description about the assumptions and
disclamersfor the analyses performed by MUS and BofA Merrill Lynch.

Morgan Stanley analyzed the merger ratio by comprehensively considering the results of the andlysis based on the
market unit price anaysis, comparable REITsanalysis, dividend capitalization analys's, discounted cash flow
andysis, and net asset value analysisin order to produce a diverse anadysis of the market.

The market unit price andysis was conducted based on the closing market unit price as of the base date of
caculation (February 24, 2010) and the average closing market unit prices for one month, three months and six
months prior to the base date of cal culation, considering the recent market trading trends of units of both investment
corporations.




A summary of the analysis performed by Morgan Stanley isasfollows.

Rangefor the Merger Ratio (before Unit Split)
JRH PRI
Market unit price analysis 1 051 0.65
Comparable REITsanalysis 1 0.37 0.76
Dividend capitalization analysis 1 031 046
Discounted cash flow andysis 1 051 083
Net asset value andysis 1 155

Please refer to Note 3 a the end of this press release for amore detail ed description about the assumptions and
disclamersfor the analyses performed by Morgan Stanley.

(2) Background to Calculation

The merger ratio for the Merger was determined to be appropriate by JRH and PRI and the Merger Agreement was
executed, as aresult of careful discussions and negotiations, with consideration of various factors regarding JRH and
PRI, such asthefinancia results, the status of assets and liabilities (includes expected costs to beincurred for 2(5)(h)
(dso includes expense incurred to sdll the assets)), prospects of the business, the synergiesto be created by the
Merger, and the results of the financia analyses conducted by the financia advisorsto JRH and PRI.

Also, JRH obtained an opinion from BofA Merrill Lynch, dated March 26, 2010, stating that, from afinancia point
of view, the merger ratio mentioned above (before taking into consideration the Unit Split) isfair to JRH, subject to
the conditions set forth below in Note 2 at the end of this press release and certain other conditions set forth in the
opinion.

(3) Relationship with Financid Advisors

Neither MUS, BofA Merrill Lynch, nor Morgan Stanley falls under the definition of an “ Affiliated Party,” as set
forth in article 15-4 of the Ordinance for Terms, Format and Preparation Method of Consolidated Financia
Statements, or article 8, paragraph 17 of the Ordinance for Terms, Format and Preparation Method of Financid
Statements.

(4) Expectations of and Reasonsfor Ddlisting

The Merger is expected to be an absorption-type merger, whereby JRH is the surviving corporation and PRI is
dissolved in accordance with article 143 of the Investment Trust Law. Theinvestment unitsissued by PRI are
expected to be delisted on June 28, 2010, three business days prior to the effective date of the Merger, in accordance
with the criteriafor delisting set out by the Tokyo Stock Exchange, Inc.(TSE)

(5) Measures to Support the Fairness

Asdescribed in Items (1) through (3) above, JRH and PRI requested that their respective financid advisors perform
financid analysis regarding the merger ratio.  In determining the appropriate merger ratio, JRH and PRI considered
variousfactors, including the financial analyses performed by their respective financia advisors.

In order to support the fairness of the Merger, JRH retained MUS and BofA Merrill Lynch, which are independent
third-party financia advisors, for its unitholders, and obtained merger ratio calculation reports, in which analyses of
dlotment of unitsin the Merger were performed from afinancia viewpoint under certain assumptions.

Also, JRH obtained an opinion from BofA Merrill Lynch, dated March 26, 2010, stating thet, from afinancia point
of view, the merger ratio mentioned above (before taking into consideration the Unit Split) isfair to JRH, subject to
the conditions set forth below in Note 2 at the end of this press release and certain other conditions sat forth in the

opinion. Given the above, the board of directors of JRH has determined that measures for supporting the fairness of




the Merger were adequately implemented. PRI retained Morgan Stanley asitsfinancia advisor and received the
anayses of the merger ratio performed by Morgan Stanley in order to support the fairness of the Merger.  Based on
its consideration of variousfactors, including such financia analyses, the board of PRI concludesthat it has taken
adequate measures to support the fairness of the Merger.

4. Outline of Merging Parties

Surviving Corporation under the | Absorbed Cor poration under the
Merger Merger
() Name Incl Rental Housing Investments Prospect Reit Investment Corporetion
2 . 1-3-12 Shiba K oen, Minato-ku, 2-2-1 Marunouchi, Chiyodarku,
Location
Tokyo Tokyo
(3 Nameof Exeautive Tekeo Sekuma Tekeo Nishiyoshi
Directors
4 Unitholders Capital 65,557 million yen 34,621 million yen
(5) Date Established 2005/10/7 2005/4/22
(6) Total Number of . .
Investment Uniits |ssued 233,340 units 75,100 units
(M Fiscal Period Ended March, September January, July
(8) ManAUMS Redl estate beneficiary interestsin | Red estate beneficiary interestsin
trudt; real estate trudt; real estate
9 Number of Pr i _— . N .
© umber of Properties 134 residentia properties 53 residentia properties
(10)  Book Vdue (Note1) 104.5hillion yen 67.8 hillion yen
(1) The Bank of Tokyo-Mitsbishi AozoraBank, Ltd., Norinchukin Trust
_— . URJ, Ltd., AozoraBank, Ltd., . .
Main Financing Banks . i . and Banking Co., Ltd., Sumitomo
Norinchukin Bank, Sumitomo Mitsui Banking Corporation
Mitsui Banking Corporation g -orpo
(12)Large Unitholders and . . The Chase Manhéttan
Ratio of holding units g%ﬂ eRingo Holdings 36.5% | Bank, N.A. London 11.4%
(Note 2) (Note 3) o Specid Account No. 1
Japan Trustee Services Nikko Citi Trust and
Bank, Ltd.(Trust 23.3% | Banking Corporation 7.8%
Account) (Investment Trust Account)
Ringo Residentidl TMK | 12,205 | | TOSPect Japen Fund 7.1%
Limited
Nikko Citi Trust and
Banking Corporation 5.2% | Goldman SachsInternational | 5.2%
(Investment Trust
Account)
Goldman Sachs Japan Trustee Services
0, 0
International 2.2% Bank, Ltd. (Trust Account) 3.1%
Name of Asst . . .
(13 Management Company Mi-CasaAsset Management Inc. Prospect Reit Advisors Co., Ltd.
(14) Location of Asset 1-3-12 ShibaKoen, Minato-ku, 2-2-1 Marunouchi, Chiyodarku,
Management Company | Tokyo Tokyo
Name and Post of President and CEO President and CEO
(15) Representative of Asset
Management Company | Yutaka Higashino Akio Tsukishima
(16) Relationship among There are no capital, personnd, business relationships neither required to
Parties Involved mention between JRH/PRI and MAM/PRA nor classified asrelated parties.




(Note 1) Figures are from September 30, 2009 data for JRH and January 31, 2010 datafor PRI.
JRH owns 131 properties and PRI owns 53 properties.

(Note 2)The status of mgjor unitholders and unitholding ratios is based on the unitholders registry as of September 30,
2009, plusthe investment unitsissued by the third-party alotment on October 2, 2009. Current conditions may

As of the above date,

vary.

(Note 3) The gtatus of mgjor unitholders and unitholding ratios for PRI is based on the data as of January 31, 2010.

5. Business Results for Last 3 Fiscal Periods

(Units: million yen, unless otherwise ated)

JRH PRI
Fiscal Period (Surviving corporation) (Absorbed corporation)
2008/9 2009/3 2009/9 2009/1 2009/7 2010/1
Operating Revenue 3,702 3,577 3494 2,24 2,236 2,191
Operating Income 1,666 1,436 1,212 902 843 878
Ordinary Income 1,014 810 499 451 361 194
Net Income 1,013 758 480 448 362 193
Net Income per unit (yen) 9,174 4,526 2,869 5,969 4,825 2577
Digtribution per unit (yen) 6,052 4,527 2,870 5,970 4,826 2577
Net Assets per unit (yen) 361,568 360,063 358,463 465,782 464,804 462,548
Net Assets 60,554 60,302 60,034 34,980 34,906 34,737
Total Assets 123,649 113,543 111,914 71,767 71,683 71,397

6. Post-merger Status

(1) Status of Surviving Corporation

Existing Cor poration through the M er ger

(1) Name Japan Rental Housing Investment Inc.
(2 Location 1-3-12 Shiba K oen, Minato-ku, Tokyo
(3 Nq’ne of Executive T skao SekUma

Directors

(4) Unitholders Capital

Thishas not yet been determined, and will be announced onceit is determined.

(5) End of Fiscal Period

March, September

(6) NetAssts This has not yet been determined, and will be announced once it is determined.
(7) Tota Assts This has not yet been determined, and will be announced onceit is determined.
(8) Nameof Asst .
Management Compary Mi-CasaAsset Management Inc.
(9) - Location of Asset 1-3-12 ShibaKoen, Minato-ku, Tokyo
Management Company
Name and Title of
(10) Representetiveof Asset | President and CEO  Yutaka Higashino
Management Company




(2) Mg or Unitholders and Unitholding Ratio before and after the Merger

Beforethe Merger
JRH (Note 1) PRI (asof January 31, 2010)
. . The Chase Manhattan Bank, N.A. London
0, ’ 0,
AppleRingo HoldingsB.V. 35.4% ol Account No. 1 11.4%
Japan Trustee Services Bank, Ltd. 21.3%¢ Nikko Citi Trust and Banking Corporation 7 6%
(Trust Account) 270 (Investment Trust Account) 70
Ringo Residential TMK 15.4% | Prospect Jgpan Fund Limited 7.1%
Nikko Citi Trust and Banking Corporation 0 .
(Investment Trust Account) 44% | Goldman Sachs Internationa 5.2%
Stanhope Investments 1.8% pen Trustee Services Bank, Ltd. 3.1%
(Trust Account)
Goldman Sachs I nternational 1.8% BNP Pari bas'S.ecurl ties Service Luxemburg 3.1%
Jasdec Securities
- Bank T
Prospect Japan Fund Limited 150 | xeteStreet Bank and Trust Company 3.1%
505200
BBH O hei est International
Shareholders Consensus Fund L.P 0.9% ppenhieimer Quest Intemetion 3.0%
Vaue Fund, Inc.
The Master Trust Bank of Jepan, Ltd. 06% | The OkinawaKaiho Bank, Ltd. 2.9%
(Trust Account)
Trust & Custody Services Bank, Ltd. 0 L 0
(Investment Trust Account) 0.5% Minami Nippon Bank, Ltd. 2.7%

After the Merger (Smple combination after taking
into account merger ratio) (Note 2)

AppleRingo HoldingsB.V. 29.4%
Japan Trugtee Services Bank, Ltd.(Trust 18.2%
Account)

Ringo Residentia TMK 12.8%
Nikko Citi Trust and Banking Corporation 4.9%
(Investment Trust Account) '
Prospect Japan Fund Limited 2.4%
Goldman Sachs International 2.4%
The Chase Manhattan Bank, N.A. London 1.9%
Specid Account No. 1 '
Stanhope Investments 15%
Shareholders Consensus Fund L.P. 0.7%
BNP Paribas Securities Service Luxemburg 0.5%
Jasdec Securities '
(Note 1)

JRH’ s status of major unitholders and unitholding ratios is based on the unitholders registry as of September 30, 2009,
plusthe investment unitsissued by the third-party alotment on October 2, 2009, as well as the number of units held
by AppleRingo Holdings B.V. and Ringo Residentid TMK, which have been reported in the bulk holding report
(amendment report) dated October 21, 2009.  Also, the figure includes the unitsto beissued by the Third-Party
Allotment as described in “Notice Concerning Issuance of New Investment Units by way of Third-Party Allotment”
announced today.  Current conditions may vary.

(Note 2)
Post-merger mgjor unitholders and unitholding ratio were cal culated by smply combining (i) the units calculated,




assuming that JRH’ s units are all ocated as described above in Item (3) Allotment of Units under the Merger in section
2. Summary of the Merger, for units held by each unitholder of PRI as of January 31, 2010, with (ii) the unitsheld by
each unitholder of JRH.

(3) Amendment to Asset Management Agreement

JRH plansto retain MAM, which is JRH’ s current asset management company, as the asset management company
of JRH &fter the Merger.  Also, PRI plansto terminate the asset management agreement it has with PRA as of June
30, 2010, upon obtaining gpproval of the general meeting of unitholdersof PRI.  There shdl be no amendment to
the contents of the asset management agreement between JRH and MAM in connection with the Merger.

(4) Amendment to Investment Policy
This has not yet been determined and will be announced upon determination.
(5) Amendment to Agreement with Sponsor, etc.

The preferentiad information service agreement among PRI, PRA and KKP, and the information service agreement
between PRI and Mitsui Real Estate Sales Co., Ltd., are scheduled to be terminated upon the Merger.  The business
support agreements entered into between JRH and Haseko Livenet, Inc., Takaralnc., Takara Estate Co. Ltd.,
Mainichi Comnet Co. Ltd., Miyoshi—Fudosan Inc., and Masumoto Building Maintenance Co., Ltd., respectively
shall be succeeded to and the corresponding support to JRH shall be continued afterward.

7. Outline of Accounting Method

It is assumed that the Merger will be classified as an acquisition under the Accounting Standards for Business
Combinations (ASBJ Guidance No. 21; amended on December 26, 2008) and thus the purchase method will gpply to
theMerger. Asdetalled above, it isassumed that the Merger will not result in positive goodwill but negative
goodwill. The amount of such negative goodwill has not been confirmed yet, and will be announced once the value
of negative goodwill is confirmed.

8. Outlook

The outlook going forward, such as performance projections after the Merger, has not been determined at thistime,
but will beinformed onceit is determined.

The potential impact for the 10" deemed fiscal period, from February 1, 2010 and ending on June 30, 2010, of PRI
will be the cost associated with the Merger, as announced in the earnings release of the fiscal period ended on January
31, 2010 asof March 15, 2010, and a so the expense items described in relation to the cure and handling of issues
related to the property (including the disposition of certain property) as mentioned in 2(5)(h) above and the loss from
the disposition of property due to the recent severered estate market.  The definitive impact has not yet been
determined; however, for the above reasons, neither JRH nor PRI is planning to make a cash dividend payout to
investors for the 10" deemed fiscal period nor are they planning a cash consideration for the Merger.

The execution of the Merger Agreement is expected to have negligible influence on JRH’ s performance for the fiscal

period ending March 2010 (from October 1, 2009 through March 31, 2010), and therefore the forecast of the
performance will not be revised.
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(Note 1) MUS has used the information provided by both corporations, in addition to publicly available information,

(Note 2)

to conduct the merger ratio andysis. MUS has not conducted any independent verification on the accuracy
or completeness of the materials and information, but rather has assumed that dl such materids and
information are accurate and complete. In addition, MUS has not made any independent evaluation,
appraisd or assessment of the assets or lighilities (including contingent liabilities) of both corporations, nor
has MUS independently analyzed or assessed each individua asset and liability. MUS has not appointed
any third party for appraisa or assessment. MUS analyzed the merger ratio based on information and
economic conditions up to and as of March 25, 2010 and MUS assumes that the financid projections
(including the profit plan and other information) reported by both corporations have been retionaly
prepared on the basis of the best possible estimates and judgment currently available from the
management of both corporations.

The analysis and opinion delivered by BofA Merrill Lynch were prepared soldly for the use of the Board of
Directors of JRH, in connection with its evaluation of the Merger Retio for the Merger. Initsandysisand
opinion, BofA Merrill Lynch did not conduct any analysis or express any opinion with respect to the Third-Party
Allotment or the Integration of Asset Management Companies, and the analysis and opinion must not be relied
on nor used for any purpose (including with respect to the Third-Party Allotment and the Integration of Asset
Management Companies) other than the purpose(s) stated above.

Bof A Merrill Lynch has made quditative judgments as to the significance and relevance of each andysisand
each factor consdered in the course of preparing these documents. Accordingly, BofA Merrill Lynch believes
that its analysis must be considered as awhole and that selecting portions of its analysis and factors, without
considering al analyses and factors, could create an incomplete view of the processes underlying such analysis
and opinion. Initsanalyss, BofA Merrill Lynch made numerous assumptions with respect to JRH, PRI,
industry performance and regulatory environment, generd business, economic, market and financial conditions,
aswell as other matters, many of which are beyond the control of JRH and involve the application of complex
methodologies and educated judgment. No REIT, business or transaction used in any andlysis asa comparison
isidentical to JRH, PRI, or the Merger. Andyses relating to the value of businesses, REITs or securities are not
gppraisas, and the range of unit vaues resulting from those analyses may not reflect the present or future prices
at which businesses, REITs or securities may actualy be sold, which may be sgnificantly different from those
suggested by those andyses. Accordingly, these analyses and estimates are inherently subject to substantial
uncertainty.

The analysis by BofA Merrill Lynch was based on certain publicly available business and financia information
relating to JRH and PRI, certain information relating to the business, earnings, cash flow, assets, liaghilities, and
business plans of JRH and PRI furnished to BofA Merrill Lynch by the management of JRH and PRI, and
prospects of the business provided by JRH. In conducting its analysis, BofA Merrill Lynch assumed and relied
on the accuracy and completeness of al information supplied or otherwise made available to it, discussed with
or reviewed by or for it, or publicly available, and BofA Merrill Lynch did not assume any responsibility for
independently verifying such information or undertake an independent evauation or appraisal of any of the
assets or liabilities (including off-baance sheet assets, liabilities and other contingent liabilities) of JRH and PRI
and their respective effiliates. Also, with JRH’s permission, with respect to dl redl estate owned by JRH and PRI
(including real estate held in trust), BofA Merrill Lynch relied on appraisal vaues evauated by third party red
edtate gppraisers as disclosed by JRH and PRI (as of the end of September 2009 for JRH, and as of the end of
January 2010 for PRI), and BofA Merrill Lynch did not undertake an independent evaluation of those gppraisal
values. BofA Merrill Lynch did not evaluate the solvency or fair value of JRH and PRI and their respective
affiliates under any lawsin any jurisdictions relating to bankruptcy, insolvency or smilar matters. In addition,
Bof A Merrill Lynch did not assume any obligation to conduct, any physica ingpection of the properties
(including redl estatein trust) or facilities of JRH and PRI and their respective affiliates.

With respect to the financia forecast information furnished by JRH or PRI or discussed with BofA Merrill

Lynch by JRH and MAM or PRI and PRA, BofA Merrill Lynch assumed that they have been reasonably
prepared and reflect the best currently available estimates and judgment of the managements of JRH and MAM
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or the managements of PRI and PRA asto the expected future financia performance of JRH or PRI. BofA
Merrill Lynch assumed that, with JRH's permission, the Merger will not be ataxable transaction for either JRH
or PRI or their respective unitholders under applicable tax laws. BofA Merrill Lynch further assumed that, in the
Third-Party Allotment by JRH, the issuance price per unit will be ¥116,190, the aggregate issuance price will be
¥5,000,236,650 and the payment date will be the day immediately prior to the effective date of the Merger. In
addition, the andlysis and opinion ddlivered by BofA Merrill Lynch relate to the merger ratio without taking into
consideration the scheduled unit split by JRH prior to the Merger.

Bof A Merrill Lynch’ analysis was necessarily based upon market, economic and other conditions as they existed
and could be evaluated on, and on the information made available to BofA Merrill Lynch, up to the date of the
andysis (March 23, 2010). It should be understood that subsequent devel opments may affect itsanaysisand
that Bof A Merrill Lynch was under no obligation to update, revise, or regffirm itsanalysis.

Bof A Merrill Lynch assumed that, in the course of obtaining the necessary regulatory or other consents or
approvals (contractua or otherwise) for the Merger, no regtrictions, including any divestiture requirements or
amendments or modifications, will beimposed that will have an adverse effect on the contemplated benefits of
the Merger.

In connection with the preparation of the analys's, BofA Merrill Lynch was not authorized by JRH or the Board
of Directors of JRH, or MAM or the Board of Directors of MAM to solicit, nor had BofA Merrill Lynch
solicited, third party indications of interest for the acquisition of dl or any part of JRH.

Bof A Merrill Lynchis acting as financid advisor to JRH and MAM acting as asset management company of
JRH in connection with the Merger and will receive afee from JRH and MAM for its services, dl portion of
which is contingent upon the consummation of the Merger. In addition, JRH and MAM have agreed to
indemnify BofA Merrill Lynch for certain liabilities arising out of itsengagement.  BofA Merrill Lynchis
further providing servicesin connection with the Third-Party Allotment by JRH, and upon completion of the
Third-Party Allotment will receive afee for the provision of such services. ARH, aparent company of MAM,
holds 48.3% of the outstanding aggregate units of JRH directly or through affiliates as of the date hereof. New
unitsto be issued in the Third-Party Allotment are scheduled to be subscribed for by (8) ARH or aperson
designated by ARH with consent of JRH, (b) a person designated by KKP, a 100% parent company of PRA,
with consent of JRH, and (¢) aperson designated by JRH with consent of ARH, KKPand al other subscribers.

BofA Merrill Lynch has, aside from the Merger, in the past, provided financid advisory and financing services,
to JRH and PRI and their respective asset management companies or their respective affiliates, and BofA

Merrill Lynch has received feesfor the rendering of such services. BofA Merrill Lynch may dso provide
financial advisory and financing servicesto JRH and PRI and their respective asset management companies or
their respective affiliates, and may receive afee for the rendering such services. Further, in the ordinary course
of itsbusiness, BofA Merrill Lynch or its affiliates may actively trade unit and other securities of JRH, aswell as
unit and other securities of PRI, for their own account and for the accounts of customers and, accordingly, may
at any time hold along or short position in such securities.

The analysis and opinion delivered by Bof A Merrill Lynch do not address the merits of the underlying decision
by JRH to engage in the Merger, aswell asthe Third-Party Allotment and the Integration of Asset Management
Companies accompanying with the Merger , and do not congtitute arecommendation to any unitholder of JRH
asto how such unitholder should vote on (or whether any opposing unitholder should exercise its satutory
opposition rights of appraisd in repect of) the proposed Merger or any matter related thereto. BofA Merill
Lynch isnot expressing any opinion herein asto the prices at which JRH units or PRI unitswill trade following
the announcement or consummation of the Merger.

Bof A Merrill Lynch does not provide any advice on any lega, accounting or tax matters.
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(Note3) In performing the merger ratio analysis set forth above, Morgan Stanley relied upon the information
provided by both corporations, information available to the public, and other information, assumed that dl
of the materids and information used by it was accurate and complete, and did not independently verify
the accuracy and completeness thereof. Morgan Stanley did not make or request any third party to make
any independent valuation, gppraisal or assessment of the assets or lighilities (including but not limited to
the off-baance-sheet assets and liahilities aswell as other contingent liabilities) of either JRH or PRI.
Moreover, with respect to thefinancia forecast of both corporations and information regarding synergy
effects expected as aresult of the Merger, Morgan Stanley assumed that such information has been
prepared by the management of both corporations on a reasonable basis reflecting the best and reasonable
estimates and judgments of the management. Morgan Stanley’s merger ratio andysis was based on the
abovementioned information as of February 24, 2010.

End

HP of both investment corporations
JRH http://mww.jrhi.co.jp/
PRI http://www.prospect-reit.co.jp/
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