
 

 

PROMOTION OF ENVIRONMENTAL AND/OR SOCIAL CHARACTERISTICS (SUMMARY OF 

SFDR ARTICLE 8 PRE-CONTRACTUAL DISCLOSURE) 

 

No sustainable investment objective 

 

This financial product promotes environmental or social characteristics, but does not have as its objective 

sustainable investment. 

 

What environmental and/or social (“E/S”) characteristics are promoted by Kenedix Residential Next 

Investment Corporation (“KDR”)?  

 

KDR and Kenedix Real Estate Fund Management, Inc. (the “Asset Manager”) invest mainly in residential 

properties and healthcare facilities to pursue stable revenue and sustained growth based on our aim of 

investing in spaces where people live and stay. Through our investment and management of these properties, 

we contribute to the sustainable development of society by addressing environmental and social issues.  

 

For the properties in our portfolio, we promote E/S characteristics through a host of environmental, social 

and governance (“ESG”) enhancement initiatives, aligned with the United Nations’ 17 Sustainability 

Development Goals (“SDGs”). We have established a sustainability policy and are promoting sustainability 

initiatives toward realization of sustainable society. In addition, we have a separate environmental policy 

that guides our real estate investment and management from the perspective of the environment.  

 

What sustainability indicators are used to measure the attainment of each of the environmental or social 

characteristics promoted by KDR? 

 

We have set a portfolio composition target ratio under which 60% or more is to consist of residential 

properties, 30% or less is to consist of healthcare facilities and 10% or less is to consist of other facilities on 

an acquisition price basis. 

 

Additionally, in order to monitor and track our performance on such E/S initiatives, we utilize certain 

environmental and social certifications for the properties in our portfolio, receive certain sustainability 

performance assessments annually, operate an environmental management system, and gather and report 

certain ESG data (e.g., CO2 emission amount) of the properties in our portfolio. 

 

• GRESB Real Estate Assessment. GRESB, is an annual benchmark that measures ESG performance 

in the real estate sector. We have been awarded the Green Star rating in the 2022 GRESB Real 

Estate Assessment, based on recognition of our sustainability efforts and high evaluation on 

implementation and measurement and management and policy. We also acquired the three-star 

(out of five stars) GRESB rating, which is calculated relative to the global performance of all 

entities that submit to GRESB. 

• Other environmental certifications. We use various environmental certifications issued by third-

party organizations (DBJ Green Building Certification, BELS Certification and CASBEE 

Certification) to monitor and track the ESG performance at the building level. 

• JCR Social Finance Framework Evaluation. Our social finance framework was evaluated by 

Japan Credit Rating Agency, Ltd. (“JCR”) under the JCR Social Finance Framework Evaluation. 

We received the “Social 1(F)” rating, the highest rating giving to a social finance framework.  

 

The Asset Manager is a wholly owned subsidiary of Kenedix, Inc. and a member of the Kenedix Group. The 

members of Kenedix Group share the same sustainability approach and work together to promote 

sustainability in our businesses. The Kenedix Group is contributing to sustainability and working toward 

SDGs while realizing the full potential of the real estate its group owns and manages. We integrate 

sustainability into the core of our business practices, based on the following ESG principles of the Kenedix 

Group: building businesses and investing responsibly, developing and managing sustainable assets, 

improving efficiency and enhancing value, governing with high ethics and transparency, promoting well-

being, contribution to local communities. 
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We also use the following indicators to measure the attainment of the E/S characteristics we promote: 

• Overall ESG performance. To assess the overall ESG performance of our portfolio, we 

participate in the annual GRESB review. We were awarded the Green Star rating in the 2022 

GRESB Real Estate Assessment, for our efforts to improve sustainability, receiving high 

evaluation on both “implementation and measurement” and “management and policy”.  

• Signatory to the PFA 21. The Principles for Financial Action for the 21st Century, or PFA21, 

establish guidelines for financial institutions to fulfill their responsibilities and roles required to 

achieve sustainable society. Signatory financial institutions, including the Asset Manager, are 

required to implement initiatives based on the seven principles to the extent possible. 

• Environmental initiatives. We aim to reduce energy consumption and greenhouse gas emissions 

by an annual average rate of 1% (5% over five years) and to prevent any increases in water use 
for our residential properties from fiscal year 2019 through 2023. 

• Installation of LED light bulbs in common areas. We have implemented a variety of initiatives 

to conserve energy and reduce cost of operations for our residential properties including 

replacing lighting fixtures in common areas with LED light bulbs. 

• Green lease agreement. We have entered into a green lease agreement with one of our tenants. 

Pursuant to that green lease agreement, we installed LED lighting and achieved a decrease in the 

tenant’s electricity expenses and an increase in rent under the lease agreement that requires the 

tenant to return to us a portion of the savings captured from LED lighting. 

• Cooperation with property managers. The Asset Manager has required certain property 

managers to observe our philosophy of contributing to sustainable society, including our 

sustainability policy. We require our property managers, for example, to encourage tenants to 

cooperate with us in energy conservation efforts. 

 

What investment strategy does KDR follow? 

 

The Asset Manager established its sustainability policy on September 5, 2018 and, together with KDR, its 

environmental policy, on January 26, 2016. The Asset Manager also engages in the material ESG issues 

identified by Kenedix, Inc. on an ongoing basis. The review and assessment of material ESG risks and 

opportunities are built into our investment decision process, through our investment research and investment 

decision-making, investment in healthcare facilities and social finance framework. 

 

What is the policy to assess good governance practices of the investee companies and KDR? 

• Adoption of EPU (Earnings per Unit)-linked and performance-linked asset management fees.  We 

pay EPU-linked fees as well as performance-linked fees to the Asset Manager to align the interest 

of our unitholders and the interest of the Asset Manager. 

• Related-party transactions.  We are generally not allowed to carry out related-party transactions 

without the prior approval of our Board of Directors and the agreement of our Executive Director.  

• Transparent and appropriate information disclosure.  We make press releases and other disclosures 

in both Japanese and English simultaneously in a timely and appropriate manner. 

 

What is the asset allocation planned for KDR? 

 

We have set a portfolio composition target ratio based on property type under which 60% or more is to 

consist of residential properties, 30% or less is to consist of healthcare facilities and 10% or less is to consist 

of other facilities on an acquisition price basis.  

 

As of July 31, 2022, 20.0% of the properties in the portfolio were not Energy-inefficient Assets (defined 

below), and 80.0% were Energy-inefficient Assets based on leasable area. We define our properties other 

than properties that have received any of the green building certifications and energy-saving certifications, 

such as DBJ Certification, CASBEE Certification and BELS Certification, as “Energy-inefficient Assets.”  
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REMUNERATION AND SUSTAINABILITY RISKS (SFDR ARTICLE 5 DISCLOSURE) 

The Asset Manager has a remuneration policy in place which aims to support its strategy, values and long-

term interest, including its interest in sustainability. The Asset Manager’s remuneration policy is consistent 

with the integration of sustainability risks as follows. 

• Employees of the Asset Manager receive remuneration based on their experiences, expertise and 

responsibilities. Monthly remuneration is composed of job-based pay and adjustments. 

• The process and procedures on methods of calculation, payment schedule are prescribed in the 

compensation rules following the local labor related laws. 

• Monthly remuneration is reviewed annually. Employees are assessed by their individual evaluation, 

contribution, position, corporate performance, and other circumstances, including compliance 

requirements. 

• The Asset Manager provides bonuses which are calculated based on corporate performance, target 

achievement and individual evaluation which includes sustainability efforts and compliance 

requirements. 

 

 


