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Notice of Hybrid Financing (Subordinated Loan and Subordinated Bonds) 
 

TOKYO, Japan – September 11, 2012 – Tokyo Tatemono Co., Ltd. announced today that it resolved 

at a meeting of its Board of Directors today to raise funds through hybrid financing (subordinated 

loan and subordinated bonds: hereinafter “Subordinated Loan and Subordinated Bonds”). Details are 

as follows: 

 

1. Purpose of the financing 

Although exports are experiencing sluggish growth due to the slowdowns in overseas economies 

resulting from the European debt crisis, the continuing strong yen, and rising oil prices, there have 

been signs of a recovery in the Japanese economy, reflecting the increases in personal spending 

backed by government policies and the increasing public spending associated with strong 

reconstruction demand. 

In the real estate industry, the operating environment for the office rental market remains 

challenging. The vacancy rate remains high, and rent levels are low due to a large supply of new 

buildings. However, demand in the residential housing market is steady, reflecting continued low 

interest rates and tax breaks. There were signs of a recovery in the real estate investment market, 

with increased IPOs for J-REITs, capital increases through public offerings, and active purchases of 

properties. 

In this operating environment, the Company is seeking to bolster its earning capacity and financial 

strength, primarily through a structural reform (narrowing its focus) and the optimization of its value 

chain, and is strengthening its foundation for future growth according to the Group’s medium-term 

management plan, announced in February of this year. 

The Company considers financing through a Subordinated Loan and Subordinated Bonds program to 



                 

be an effective way to steadily strengthen its foundation to achieve the goal set by the Group’s 

medium-term management plan. A rating agency has identified the equity level in the Subordinated 

Loan and Subordinated Bonds, and the Company will be able to effectively strengthen its financial 

base without diluting any of its equity. The Company will use the funds raised to repay 

interest-bearing debt and business funds. The Company will thereby establish a healthy financial 

base early on and bolster its earnings capacity, aiming to sustainably enhance its enterprise value. 

Investors (loaners and bondholders) are expected to be the Company’s major correspondent financial 

institutions (see “3. Outline of the Subordinated Loan and Subordinated Bonds (12)”). 

 

2. Characteristics of the financing 

The financing through the Subordinated Loan and Subordinated Bonds program is a type of hybrid 

financing, which has the characteristics of both capital and debt. Although this is debt financing, it 

has similar characteristics to those of capital, including discretionary interest deferral, an 

ultra-long-term repayment term, and subordination content in liquidation and bankruptcy 

proceedings. One credit rating agency (the Japan Credit Rating Agency, Ltd.) has therefore 

identified an equity content of 50% of the amount of financing for its rating. The Subordinated Loan 

and Subordinated Bonds are legally debt, and no right of conversion into common shares is granted. 

Therefore no dilution of equity will occur. 

 

3. Outline of the Subordinated Loan and Subordinated Bonds 

(1) Amount of financing: ¥36.0 billion 

 

(2) Contract date: September 11, 2012 

 

(3) Date of execution/payment: September 28, 2012 

 

(4) Final date of repayment/maturity date of redemption: September 30, 2072 

The Company may repay or redeem before the due date all or part of the principal on each 

interest payment date on or after September 30, 2017. The Company may also repay or 

redeem before the due date all or part of the principal (if the Company pays part of the 

principal, only on interest payment dates) in the following cases: (i) if, on or after the date of 

execution and payment, the tax treatment for interest is extremely unfavorable to the 

Company, and if the Company cannot avoid this treatment despite making reasonable 

efforts; or (ii) if the credit rating agency announces or provides notification that it considers 

the Subordinated Loan and Subordinated Bonds as having less equity content than that 

announced on the contract date and the date of resolution for issuance. 



                 

The Company may also repay or redeem before the due date all or part of the principal (if 

the Company pays part of the principal, only on interest payment dates) on or after the date 

of execution and payment, if it obtains the agreement of all loaners, agents, and 

bondholders. 

 

(5) Replacement provision 

The Company does not intend to repay or redeem the Subordinated Loan and Subordinated 

Bonds before the due date unless it raises funds through common shares, or securities or 

debts that are recognized as having an equity content equal to or more than that of the 

Subordinated Loan and Subordinated Bonds in the 12 months before the date of repayment 

or redemption. 

 

(6) Interest rate 

(i) From September 28, 2012 to September 29, 2017 

Euroyen LIBOR + 3.30% 

(ii) From September 30, 2017 

Euroyen LIBOR + 4.30% 

 

(7) Interest payment dates 

The first interest payment date will be March 31, 2013. Interest payment dates after that will be 

March 31 and September 30 of each year. 

 

(8) Constraints on interest payments 

1) Discretionary suspension of interest payment 

The Company may defer payment of all or part of the interest on the Subordinated Loan and 

Subordinated Bonds except for interest that the Company has to pay compulsorily due to the 

occurrence of the compulsory payment circumstances described in 2) (i) below (the amount 

of interest payable that is deferred is hereinafter referred to as “Amount of Discretionary 

Suspension”). 

2) Efforts to pay the Amount of Discretionary Suspension in the event of compulsory 

payment circumstances  

To the extent possible, the Company shall make reasonable efforts in its profit-making 

operations to pay all or part of the Amount of Discretionary Suspension and the additional 

interest on it according to the contracts pertaining to the Subordinated Loan and 

Subordinated Bonds in the following cases: (i) if, in relation to the rights to common shares 

of the Company, dividends of surplus, and distribution of residual property, the Company 



                 

distributes dividends for or purchases shares of the Company that are subordinated to the 

securities that have the same priority as the Subordinated Loan and Subordinated Bonds 

(except in certain cases, including the occurrence of an obligation to purchase under laws 

and regulations), and (ii) if the Company distributes dividends for or pays interest on 

securities that have the same priority as the Subordinated Loan and Subordinated Bonds 

(except for the payment of dividends or interest that has been deferred). 

 

(9) Subordination provision 

If it is determined that the Company has commenced liquidation, bankruptcy, reorganization, 

or rehabilitation proceedings, the loaners and bondholders of the Subordinated Loan and 

Subordinated Bonds have the right to receive payment or redemption under the contract 

after all debts are repaid except for the Subordinated Loan and Subordinated Bonds and 

subordinated debts that have the same priority. 

 

(10) Right to demand distribution of common shares 

None 

 

(11) Evaluation of the equity content of the Subordinated Loan and Subordinated Bonds by a rating 

agency 

Equity content: Middle, or “50” (of 100) (Japan Credit Rating Agency, Ltd.) 

 

(12) Investors in the Subordinated Loan and Subordinated Bonds 

Mizuho Corporate Bank, Ltd. 

Mizuho Trust & Banking Co., Ltd. 

Sumitomo Mitsui Banking Corporation 

Seven other institutions 


