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1.  Executive Summary  
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Forecast  
(10 th  Period (June 2017))  

7,109  6,827  

7,581  7,519  7,386  7,437  

4,000

8,000

2014  

12  

2015  

6  

2015  

12  

2016  

6  

2016  

12  

( )  

2017  

6  

( )  

Highlights of Financial Results  

Operating Revenue  

Operating  Income  

Ordinary Income  

Net Income  

DPU  

Financial Results  
(9 th  Period (Dec. 2016))  

Forecast  
( 11th Period (Dec. 2017))  

\ 6,836  mn  

\ 3,527  mn  

\ 3,055  mn  

\ 3,054  mn  

\ 7,800  

\ 6,915  mn  

\ 3,618  mn  

\ 3,136  mn  

\ 3,136  mn  

\ 8,005  

\ 6,965  mn  

\ 3,660  mn  

\ 3,137  mn  

\ 3,136  mn  

\ 8,006  

DPU  Transition  Growth in NAV per Unit (2)  

248,482  
265,668  

303,236  

306,444  

309,614  
317,932  

200,000

250,000

300,000

350,000

4th  
Period  

5th  
Period  

6th  
period  

7th  
period  

8th  
period  

9th  
period  

Increased by approx. 28 Ṿ since 4th period  

Actual        Forecast  Original forecast (1)  

Dec.  June Dec.  June Dec.  June Dec.  

2014  2015  2016  2017  

June Dec.  June Dec.  June Dec.  

2014  2015  2016  

(\) 

(forecast)  (forecast)  

(\) 
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Highlights of Financial Results  
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External Growth Strategy  Internal Growth Strategy  
 

Financing Strategy  

Further stabilization of finance status in consideration of interest costs  

Ẍ Occupancy rate overachieved, 
Recorded the highest ever  

Ẍ I ncrease in rent exceeded the target 
drastically  

Ẍ Continuous Implementation of Engineering Management  Ẍ Implemented ¬Tiering º 

LTV(6)   8 th  period :45.9 Ṿ ẓ9 th  period: 45.7 Ṿ     

Fixed interest rate ratio  8 th  period:90.3 Ṿ ẓ9 th  period: 100 %  

Average borrowing cost  8 th  period:0.84 %  ẓ9 th  period: 0.86 %    

Ẍ Strengthening  our financial stability with reduced 
interest costs under negative interest circumstances  

Rent revision for   : 3,791 tsubo  
ṕ30.9% of total leasable area (4) Ṗ 

Increase in rent    :\3.83 mn (month)  

Overall rent increase (5)  : 2.3 Ṿ  

 Implemented measures to reduce cost and improve tenant 
satisfaction, attribute to \100mn p.a. increase in NOI from  
7 thperiod to 9 thperiod  
 Planning various measures  for 10 th  period (expected to attribute 
to \150mn p.a. increase in NOI from 7 th  period to 10 thperiod)  

Total appraisal value  :\22.7bn  
Average a ppraisal NOI yield  :4.9 Ṿ(3)  

Classified each properties into ¬continue to holdº, ¬reconsider 
investment approachº and ¬consider to replace in the futureº 
based on analysis of profitability, liquidity and characteristics of 
each property  

Asset 
Management 

Dept.  

Invest  
Management  

Dept.  

Engineering  
Management  

Office  

Maximize Unitholders   Value  
t hrough Trinity Management  

Keep the target NOI yield (1) and Achieve 
AUM Target of \300bn by 2018 Ṍ2020  

Strengthened profitability with improved 
occupancy rate and rent increase   

Improved quality of the portfolio through 
effective portfolio management  

Enhanced profitability and competitiveness 
through engineering management  

Target NOI yield 4.5 Ṿ 
ṕNOI yield after depreciation4.0% Ṗ 
 

ẓDisciplined external growth  

Ẍ Maintain the acquisition policy,  
Avoid discount capital increase  

Ẍ Pipeline :toral10  properties  \22.5bn (2)  

9 th  period: 98.8 %  
(2.9% increase compared to previous period)  

(incl. upfront fee and agent fee)  
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2. Financial Results for the 9 th  Period (Dec. 2016)  
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6,369  

6,827  
7,093  

7,219  

7,800  
8,005  8,006  740  

488  300  

5,500

6,000

6,500

7,000

7,500

8,000

8,500

5  6  7  8  9  
 

10  
( )  

11  
( )  

6 

(yen/unit)  

6 

ḲNormalized DPU  
ṕexcluding one time extraordinary factors Ṗ 

Increased by 3.7% (281 yen) in DPU, by 8.0% (581 yen) in normalized DPU, over the previous period  

ḲForecast  

5 th  Period  6 th  Period  7 th  Period  8 th  Period  9 th  Period  10 th  Period  
(forecast)  

Track Record and Forecast of DPU  

11 th  period  
(forecast)  

 Dec.  June Dec.  June Dec.  June Dec.  

2014  2015  2016  2017  

7,109  

7,519  7,581  

6,827  

8,005  

7,800  

8,006  

Increased   

by 8.0 Ṿ 

              : One - time extraordinary factors  
 

     5 th  period : Real estate tax capitalized (per unit)  
   7 th  period : Real estate tax capitalized ² expenses related to public offering (per unit)  
   8 th  period : Consumption tax settlement difference (per unit)  
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8th Period  
(June 30, 2016)  

 Actual  
( a)  

9th Period  
(Dec. 31, 2016)  

Actual  
(b)  

(b -a)  

Operating  Revenues  6,607  6,836  229  

Rental  Revenues  5,978  6,110  131  

Other  Revenues Related 
to property leasing  

622  693  71  

Dividend  Income  6 32  26  

Operating  Expenses  (3,319)  (3,309)  10  

Operating Income  3,287  3,527  239  

Non-Operating  
Revenues  

120  0 (120)  

Non-Operating  
Expenses  

(464)  (471)  (7)  

Ordinary  Income  2,944  3,055  111  

Net Income  2,944  3,054  110  

DPU  \ 7,519  \ 7,800  \ 281  

NOI  4,713  4,952  239  

Days 182  184  

7 

UnitḲ\million  

Financial Results for the 9th Period (Dec. 2016 ) (compared to the 8 th  Period)  

NOI  Yield (1)  

FFO per Unit (2)  

NAV per Unit  

8th Period Actual  9th Period Actual  

4.6%  

\9,414  

\309,614  

4.8%  

\9,726  

\317,932  

Major fluctuation factor  

Increase in rental revenue   
(improvement of occupancy rate)  
Increase in rental revenue (parking)   
(replacement of sublessee  parking operator etc.)  

Extraordinary factor for 8 th  period   
(consumption tax settlement difference)   

Increase in utility (seasonal factor)   
Increase in miscellaneous income    
(restoration costs etc.)  

Decrease of operating expenses   
(Utility cost ,  repair expenses etc .)  
Increase in asset management fee  

Increase in borrowing related expense   

Increase in dividend income from silent partnership   
 

(7)  

+121  
 

+ 9 

+59  
+10  

+26  

+25  
 

(15)  

(117)  
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Financial Results for the 9th Period (Dec. 2016) (compared to the Forecast for the 9 th  period)  

9th Period  
(Dec. 31, 2016)  

Forecast  
As of Aug.  16, 2016  

(a)  

9th Period  
(Dec. 31, 2016)  

Actual  
(b)  

(b -a)  

Operating  Revenues  6,775  6,836  60  

Rental  Revenues  6,088  6,110  21  

Other  Revenues Related 
to property leasing  

671  693  22  

Dividend  Income  16  32  15  

Operating  Expenses  (3,404)  (3,309)  95  

Operating Income  3,371  3,527  155  

Non-Operating  
Revenues  

0 0 0 

Non-Operating  
Expenses  

(477)  (471)  5 

Ordinary  Income  2,894  3,055  161  

Net Income  2,893  3,054  161  

DPU  \ 7,385  \ 7,800  \ 415  

NOI  4,822  4,952  130  

Days 184  184  

NOI  Yield  

FFO per Unit  

9th Period Forecast  9th Period Actual  

4.7%  

\ 9,326  

4.8%  

\ 9,726  

UnitḲ\million  

Major fluctuation factor  

Increase in dividend income from silent partnership 
  

Increase in rental revenue  
(improvement of occupancy rate )   

Increase in rental revenue from incidental facilities 
(signboard etc.)    
Increase in miscellaneous income  
(indemnity, restoration costs etc.)  
Decrease of utility   

Decrease of borrowing related expense   

Decrease of operating expenses   
 (Utility cost , repair expenses etc .)  
Other expenses  
Increase in asset management fee   

+21  

+4  
+26  

 
(7)  

+15  

+91  
 

+14  
(10)  

+5  
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Financial Forecast for the 10th Period (June 2017 )  (compared to the 9 th  period )  

9th Period  
(Dec. 31, 2016)  

Actual  
(a)  

10th Period  
(June 30, 2017)  

Forecast  
As of Feb.  16, 2017  

(b)  

(b -a)  

Operating  Revenues  6,836  6,915  78  

Rental  Revenues  6,110  6,271  161  

Other  Revenues Related 
to property leasing  

693  618  (74)  

Dividend  Income  32  24  (7)  

Operating  Expenses  (3,309)  (3,296)  12  

Operating Income  3,527  3,618  91  

Non-Operating  
Revenues  

0 0 0 

Non-Operating  
Expenses  

(471)  (481)  (9)  

Ordinary  Income  3,055  3,136  81  

Net Income  3,054  3,136  81  

DPU  \ 7,800  \ 8,005  \ 205  

NOI  4,952  5,067  114  

Days 184  181  

UnitḲ\million  

NOI  Yield  

FFO per Unit  

9th Period Actual  10th Period Forecast  

4.8%  

\ 9,726  

5.0%  

\ 9,890  

Major fluctuation factor  

Increase in rental revenue    
(expiration of free rent period)  

Decrease of utility (seasonal factor)   
Decrease of miscellaneous income   
(restoration costs etc.)   

Decrease of dividend income from silent partnership  
  

Decrease of operating expenses   
(Utility cost , repair expenses etc .)  
Decrease of asset management fee   
Increase in other expenses   

Increase in borrowing related expense   

+158  

(45)  
(29)  

(7)  

+ 45  
 

+ 4 
(37)  

(9)  
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10  

Financial Forecast for the 11th Period (Dec. 2017)  (compared to the forecast for the 10 th  period)  

10th Period  
(June 30, 2017)  

Forecast  
As of Feb.  16, 2017  

(a)  

11th Period  
(Dec. 31, 2017)  

Forecast  
As of Feb.  16, 2017  

(b)  

(b -a)  

Operating  Revenues  6,915  6,965  49  

Rental  Revenues  6,271  6,271  0 

Other  Revenues Related to 
property leasing  

618  668  49  

Dividend  Income  24  25  0 

Operating  Expenses  (3,296)  (3,304)  (7)  

Operating Income  3,618  3,660  42  

Non-Operating  
Revenues  

0 0 0 

Non-Operating  
Expenses  

(481)  (523)  (41)  

Ordinary  Income  3,136  3,137  0  

Net Income  3,136  3,136  0  

DPU  \ 8,005  \ 8,006  \ 1  

NOI  5,067  5,096  28  

Days 181  184  

UnitḲ\million  

NOI  Yield  

FFO per Unit  

10th Period Forecast  11th Period Forecast  

5.0%  

\ 9,890  

4.9%  

\ 9,921  

Major fluctuation factor  

Increase in utility (seasonal factor)   

Decrease of other expenses   
Increase in operating expenses   
(Utility cost , leasing cost etc.)  
Increase in asset management fee    

Increase in borrowing related expense   

+48  

+28  
(33)  

 
(3)  

(42)  
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7,385  
7,436  

7,600  

6,369  

6,827  

7,093  

7,219  

7,800  

8,005  8,006  

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

5  6  7  8  9  

Normalized DPU has been growing favorably, increased by 22.5% since 5 th  period  through disciplined external growth and steady internal 
growth. DPU for 9 th  period increased by 5.6% compared to the forecast as of the end of the previous period, and the forecast DPU for 
10 th  period revised upward by 7.7%.  

11  

Transition of Normalized DPU and AUM  

Forecast as of Aug.16 ,2016  AUM Normalized DPU       

Dec.  June Dec.  June Dec.  June Dec.  

2014  2015  2016  2017  

Increased by 22.5 Ṿ 

Compared  to 5 th  period  

Increased 

by 5.6 Ṿ 
 

Revised 
upward  

by 7.7 Ṿ 
 

DPUṕyenṖ 
AUMṕ\100mn Ṗ 

5 th  Period  6 th  Period  7 th  Period  8 th  Period  9 th  Period  10 th  Period  11 th  Period  

704  738  

1,578  

2,048  

3,000  
ṕmedium to long 

term target)  

 Forecast as of Feb. 16, 2017  
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12  

Financial Forecast for the 10th Period (June 2017)   
(compared to the forecast for 10 th  period as of August 16, 2016)  

10th Period  
(June 30, 2017)  

Forecast  
As of Aug..  16, 2016  

(a)  

10th Period  
(June 30, 2017)  

Forecast  
As of Feb. 16, 2017  

(b)  

(b -a)  

Operating  Revenues  6,685  6,915  229  

Rental  Revenues  6,058  6,271  212  

Other  Revenues Related to 
property leasing  

605  618  13  

Dividend  Income  21  24  3 

Operating  Expenses  (3,285)  (3,296)  (11)  

Operating Income  3,400  3,618  217  

Non-Operating  
Revenues  

0 0 0 

Non-Operating  
Expenses  

(486)  (481)  5 

Ordinary  Income  2,913  3,136  223  

Net Income  2,913  3,136  222  

DPU  \7,436  \8,005  \569  

NOI  4,824  5,067  243  

Days 181  181  

UnitḲ\million  

NOI  Yield  

FFO per Unit  

10th Period Forecast  
(as of Aug. 16, 2016)    

10th Period Forecast  
(as of Feb. 16, 2017)  

4.8%  

\ 9,367  

5.0%  

\ 9,890  

Major fluctuation factor  

Decrease of operation expenses(leasing cost etc.)  
Increase in asset management fee  
Increase in other expenses   

Decrease of borrowing related expenses    

Increase in rental revenue  
(Decrease of estimated cancellation which NIPPON 
REIT may receive in 10 th  period,  
Increase in occupancy rate)   

+ 210  

+ 34  
(10)  
(36)  

+5  

Increase in utility   + 12  
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3. Growth Strategies  

13  
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14  

MEMO  
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15  

66.8%  15.2%  

16.9%  

1.1%  

Six central  
wards  

of Tokyo  

Three major  
metropolitan areas  
(ex cluding 23 wards  

of Tokyo)  

23 wards of Tokyo 

81.9 Ṿ 

Certain ordinance-

designated and 

other cities 

Greater Tokyo  

89.5 Ṿ 

23 wards  

of Tokyo 

(excluding six  
central wards  
of Tokyo)  

Type of Property  Area (1)  

Portfolio Summary(as of end of the 9 th  Period )  

Office  

87.7%  
55 properties  

179.6bn  

Retail  

2.6%  
2  properties          

\5.4bn  

Residence  

9.7%  
8 properties   

\19.7bn  

65  properties  

\204.8bn  
(based on 

acquisition price)  

65  properties  

\204.8bn  
(based on 

acquisition price)  

Portfolio is composed of office building located in central Tokyo mainly  
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16  

Risk Diversification(as of end of the 9 th  Period )  

By acquisition price  

27.0 Ṿ 

By leased area  

7.7 Ṿ 

5 largest tenants ṕby  leased area Ṗ 

Property  Name  Business  
category  

Leased  
area ( )  

Share  

1 
Shibakoen Sanchome  
Building  

Telecommu -
nication  

3,559.85  1.7Ṿ 

2 
FORECAST Shinjuku SOUTH 
FORECAST Shinjuku AVENUE  

Telecommu -
nication  

3,342.60  1.6Ṿ 

3 Sunworld Building  Real estate  3,314.58  1.5Ṿ 

4 Itabashi Honcho Building  Service  3,189.12  1.5Ṿ 

5 GreenOak Okachimachi  
Building  

constructor  
3,048.47  1.4Ṿ 

65 properties  

\204.8 bn 

5  largest properties (by acquisition price)  

Property  Name  Acquisition  
price (\mm)  

 Share  

1 Omiya  Center Building  15,585  7.6Ṿ 

2 FORECAST Shinjuku SOUTH  13,990  6.8Ṿ 

3 Tower Court Kitashinagawa  11,880  5.8Ṿ 

4 
Shibakoen Sanchome  
Building  

7,396  3.6Ṿ 

5 FORECAST Gotanda WEST  6,520  3.2Ṿ 

By leasable area  

25.8 Ṿ 

Portfolio Diversification  
(Proportion of the 5 largest properties )  

Tenant diversification  
(Proportion of the 5  largest tenants (1) )  

65 properties  

255,396  

513 tenants  

212,064  

By monthly rent  

8.0 Ṿ 

513 tenants  

\917 mn  

Reinforced risk tolerance by maintaining the highest leveled portfolio and tenant  diversification among all listed J -REIT 
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ỔớỚ 5ỹử 

period  

6ỹử 

period  

7ỹử 

period  

8ỹử 

period  

9ỹử 

period  

17  

Achievement after IPO  Medium to long term target  
Present 
status  

AUM Target  

\300bn  

Pipelines as of the 9th period  
approx. \22.5bn  

2014  2015  2016  2017  2020  2019  2018  

Ẋ  Maintain the Acquisition Target since IPO  

 
 
 
 
 

 

 
 

Ẋ In principle, avoid Discount capital increase  

 
Disciplined external growth  

\70.4 bn \73.8 bn 

\157.8 bn 

\204.8 bn 

Approx. \22.5bn pipelines towards medium to long term AUM target of \300bn  

Target NOI  yield 4.5 Ṿ 
(NOI yield after depreciation4.0 Ṿ) 

High concentrated on  
central Tokyo  (office)  

(over 60% of properties are located in 6 central ward of Tokyo)  

High competitiveness in 
location area potential  

Well diversified portfolio  
(portfolio and tenant diversification)  

High growth potential  
(potential for building rent gap)  

Stableọclass (office)  
(small rent volatility well balanced supply)  
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18  

Summary of Pipeline  

Total appraisal value  
ṕAppraisal NOI yield Ṗ 

No. of properties  

Equity investment 
amount  

Rent gap (1)  

(Office)  

\22,740mn ṕ4.9ṾṖ 

10  

Ẏ4.5Ṿ 

\820mn  

Office  

Residence  Office  

Residence  Office  

Residence  

Office  

Office  

Office  

Office  

Homat  Horizon 
Building  

(Chiyoda -ku, TokyoṖ 

Yusen Higashi -
Nihombashi   

(Chuo -ku , TokyoṖ 

Residence 
Edogawabashi  

(Shinjuku -ku , TokyoṖ 

Hiroo  ON Building  
(Shibuya -ku, TokyoṖ 

Splendid Namba  
(Naniwa -ku, OsakaṖ 

Sannomiya   
First Building  

(Chuo -ku , KobeṖ 

ZEPHYROS  
Minami -horie  

(Nishi -ku , OsakaṖ 

SC Sakaisujihonmachi  
Building  

(Chuo -ku , OsakaṖ 

DIA Building Meieki  
(Nakamura -ku, 

Nagoya Ṗ 

Alte  Building Higobashi  
ṕNishi -ku , OsakaṖ 

  

 

 

  

 

  

 

Nicolas Capital 6  Nicolas Capital 9  Nicolas Capital 8  

3 3 4 

\11,700mn ṕ4.8ṾṖ \4,090mn ṕ4.6ṾṖ \6,950mn ṕ5.2ṾṖ 

\220mn  \100mn  \500mn  

Total  

Deadline of the first 
negotiation  

-  Feb. 2018  Feb. 2018  Dec. 2017  

Residence  

3 properties  

\6.3 bn  

Office  

7 properties  

\16.1 bn  

10 properties  

\22.5 bn  

Six central  
wards of Tokyo  

4 properties  

\11.6 bn  
Three major 
metropolitan areas  

6 properties  

\10.9 bn  
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Occupancy Rate Trend and Forecast  

Dec.  
2014  

June 
2015  

Dec.  
2015  

 

June 
2016  

Dec.  
2016  

June 
2017  

100Ṿ 

95Ṿ 

90Ṿ 

ẑ Please refer to p.46 for major changing factors affecting occupancy rate  

6th  7th  8th  10th  9th  

Total  96.7 Ṿ 
Office  96.3 Ṿ 
Residence  97.7 Ṿ 
Retail  99.1 Ṿ 

Total  95.9 Ṿ 
Office  95.6 Ṿ 
Residence  97.2 Ṿ 
Retail  96.8 Ṿ 

Total  98.8 Ṿ 
Office  98.8 Ṿ 
Residence  98.7 Ṿ 
Retail  97.5 Ṿ 

(Forecast)  
 

Total  98.7 Ṿ 
Office  98.9 Ṿ 
Residence  97.8 Ṿ 
Retail  97.5 Ṿ 

Total  96.8 Ṿ 
Office  96.8 Ṿ 
Residence  96.5 Ṿ 
Retail  99.1 Ṿ 

 

Property  name  
June  
2016  

Sep.  
2016  

Dec.  
2016  

JS Progres  Building  70.4 Ṿ 80.6 Ṿ 100Ṿ 

New  River Building  69.5 Ṿ 90.1 Ṿ 90.1 Ṿ 

FORECAST Shinagawa  69.8 Ṿ 100.0 Ṿ 100Ṿ 

Itohpia  Iwamotocho  2-
chome Building  

79.2 Ṿ 79.2 Ṿ 100Ṿ 

ANTEX24  Building  73.5 Ṿ 73.5 Ṿ 100Ṿ 

Toranomon  Sakura Building  72.5 Ṿ 68.8 Ṿ 89.5 Ṿ 

FORECAST Waseda  FIRST 100.0%  79.4%  85.2%  

Major occupancy rate changing factors  

Property  name  
Vacant 

area ( tsubo )  

Occupancy  
rate  

(Dec.2016)  

Status  of leasing 
activities  

Assumed  
occupancy 

rate  

FORECAST Waseda  FIRST 195  85.2%  
   Tenancy application :  
   1 section  

95.5 Ṿ 
(Apr.  2017 ) 

GreenOak  Kayabacho  123  86.4%  
Tenancy application :  
 1 floor  

100Ṿ 
(Apr.  2017 ) 

Itohpia  Kiyosubashidori  
Building  

112    86.0 Ṿ 
Lease contract :  
1 floor  

100Ṿ 
(Mar.  2017 ) 

Toranomon  Sakura 
Building  

97  89.5 Ṿ 
Lease contract :  
3 sections  

100Ṿ 
(Feb.  2017 ) 

FORECAST  
Shin-Tokiwabashi  

80  85.3 Ṿ 
Tenancy application :   
1 floor  

100Ṿ 
(Mar.  2017 ) 

Major properties under leasing initiative  

Recorded the highest occupancy rate ever by active and flexible leasing activity, and improvement of tenant satisfaction thro ugh  
engineering management  

Total  Residence  Retail  Office  

98. 8%  

90%

95%

100%
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4.0months  

2.5months  
3.0months  

3.4months  

2.8%  

4.9%  
5.5%  

2.4%  
0.0%

5.0%

10.0%

0.0months

1.0months

2.0months

3.0months

4.0months

5.0months

6th Period 7th Period 8th Period 9th Period

3,552  

2,671  

3,719  

2,283  

1, 516  

3, 478  

3, 121  

1,327  

-5,000 -4,000 -3,000 -2,000 -1,000 0 1,000 2,000 3,000 4,000 5,000

Move-in area

Move-out are

13,826  13,963  13,987  14,004  

13,782  13,967  14,152  14,341  

0.32 Ṿ  

Ẏ0.03 Ṿ  

Ẏ1.16 Ṿ  

Ẏ2.35 Ṿ  

-6.00%

-5.00%

-4.00%

-3.00%

-2.00%

-1.00%

0.00%

1.00%

2.00%

13,500yen

14,500yen

6th Period 7th Period 8th Period 9th Period

Average rent Market rent Rent gap

20  

Tenant Move - in and Move -out, and Rent gap trend  

ẑTotal leasable area as of the end of 9th  period (office):63,090tsubo  

( tsubo ) 
 

Tenant move - in and move -out  Rent gap trend  

(4)  (3)  (5)  

44  

55  

6 th   Period  
(June 2015)  

7 th  Period  
(Dec. 2015)  

Average free rent period, and Move -out ratio  

44 properties  55  properties  

44  properties  55  properties  

(June 2015)  (Dec.2015 ) (June 2016)  (Dec.2016)  

(June 2015)  (Dec.2015)  (June 2016)  (Dec.2016)  

5months  

4months  

3months  

2months  

1month  

10Ṿ 

5Ṿ 

Average free rent period (1)  Move-out ratio (2)  

Recorded high occupancy rate through steady leasing activities  
Aim further increase in rent afterward with rent gap which expanded by increase of market rent  

5,000  5,000  3,000  3,000  1,000  1,000  0 

properties  

properties  

8 th   Period  
(June 2016)  

9 th  Period  
(Dec. 2016)  

14,000yen  
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2.2%  1.7%  1.4%  
0.0%  

84.2%  84.6%  
78.5%  

69.1%  

13.5%  13.7%  
20.2%  

30.9%  

0%

20%

40%

60%

80%

100%

6th Period

(June 2015)

7th Period

(Dec. 2015)

8th Period

(June 2016)

9th Period

(Dec.2016)

Increased Unchanged Decreased

21  

Track Record of Rent Renewals  

(488)  (483)  
(167)  

2,553  

1,759  

3,133  

3,834  

-1,000

-500

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

Total rent increase Total rent decrease

6 th  Period  
(June 2015)  

7 th  Period  
(Dec.2015)  

8 th  Period  
(June 2016)  

9 th  Period  
(Dec. 2016)  

Status of rent increase(decrease) upon contract 
renewals (office /monthly rent)  

Track Record and Schedule of Rent Renewals  

Increased  
1,271 tsubo  

(10 tenants)  

1,506 tsubo  

(18 tenants)  

2,476 tsubo  

(23 tenants)  

3,791 tsubo  

(31 tenants)  

Unchanged  
7,915 tsubo  

(46 tenants)  

9,308 tsubo  

(83 tenants)  

 9,626 tsubo  

(90 tenants)  

 8,476 tsubo  

(67 tenants)  

Decreased  
210 tsubo  

(3  tenants ) 

183 tsubo  

(2 tenants)  

167 tsubo  

(1  tenant )  

0 tsubo  

(0  tenant )  

Total  
9,396 tsubo  

(59tenants)  

10,999 tsubo  

(103tenants)  

12,270 tsubo  

(114tenants)  

12,268 tsubo  

(98tenants)  

(\000/month Ṗ 

Total 
increase -
decrease  

2,065  
Thousand  yen  

1,276  
Thousand yen  

2,966  
Thousand yen  

3,834  
Thousand  yen  

ṕ13.5 ṾẑṖ 

ṕ8.1ṾẑṖ 

ṕ7.7ṾẑṖ 

ṕ7.5ṾẑṖ 

ẑ Increase ratio  of total rent increase for the respective period to total rent before renewal of all tenants which accepted r ent  increase in respective 
period  

Achieved rent increase for 30.9% of area subject to renewal ,31 tenants (3,791 tsubo )out of 98 tenants (12,268 tsbo ), during 9 th  period  
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10 th  Period  
(June 2017)  

11 th  Period  
(Dec. 2017)  

Total  rent 
subject to 
renewal  

ṕfor  6 months)  
\1,220mn  \1,034mn  

DPU growth 
target  

ṕfor 6 months Ṗ 

\18,304  
thousand  

\15,512  
thousand  

Contribution to 
DPU  

ṕfor 6 months Ṗ 

\46  \39  

9,396 tsubo  10,999 tsubo  12,270 tsubo  12,268 tsubo  14,855 tsubo  11,229 tsubo  

1.7%  

0.8%  

1.7%  

2. 3 %  

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

0

3,500

7,000

10,500

14,000

17,500
Area subject to renewal Overall rent increase(ẑ) 

22  

Rent Increase -Decrease by Rent Renewals, and Rent Increase Target  
Overall rent increase for 9 th  period came out in 2.3%, overachieved the target (1%)  
Revised the target for 10 th  period and 11 th  period from 1% to 1.5%  

Result for 9 th  period compared to the target  

6 th  Period  
(June 2015)  

7 th  Period  
(Dec. 2015)  

8 th  Period  
(June 2016)  

9 th  Period  
(Dec. 2016)  

Track record of area subject to renewal  
and overall rent increase  

Rent increase target (office)  

Target  
for  the 9 th  period  

Result  
for  the 9 th  period  

Total rent subject to 
renewal  

ṕfor 6 months Ṗ 

\975mn  \1,008mn  

Rent  increase target  1.0Ṿ 2.3Ṿ 

DPU growth target  
ṕfor 6 months Ṗ 

\9,756  
thousand  

\23,004   
thousand  

Contribution to DPU   
ṕfor 6 months Ṗ 

\24  \59  

Rent increase target 1.5 Ṿ 

ṕ Ṗ 

ṕ59 tenants Ṗ ṕ103  tenants Ṗ ṕ114  tenants Ṗ ṕ98 tenants Ṗ ṕ120  tenants Ṗ ṕ121  tenants Ṗ 

ẑ ¬Overall rent increaseº is percentage of total increase-decrease in rent for the respective period to total rent of all tenant s which renewed contracts  in 
the respective period. The ¬rent increase targetº and ¬contribution to DPUº stated do not guarantee increase of DPU for respecti ve period.  
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MEMO  
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Overview of Engineering Management  

Planned capital investment  

Effective engineering management  

3 

4  

2  

Repair, renewal and maintenance of facilities necessary to maintain and 
improve asset value for a long term  

Profitability 
enhancement   

Cost reduction  

Improvement of 
tenant satisfaction  

1 

Strategic value -enhancing investment  

Measures to increase rents / raise 
income, etc.  

Reduction of management cost through 
energy conservation, etc . 

Minimization of tenant vacancy risk  
Shorten leasing periods  

Asset management department  

Engineering management office  

PM / BM  Tenant  

Reduce costs of works implemented in  

FY Dec. 2016 by 15.3 % (1)  ṕvs plan ) 

Close relations  

Outline of Engineering Management  

Achieves high level of 
operational quality due to 
appropriate guidance and 
request for improvement 
from AM  

Creates CAPEX plans that lead effectively to 
improve competitiveness and profitability of 
properties, as well as tenant satisfaction  

 

Actively raises the efficiency and economy of 
CAPEX plans through building condition survey  

Structure to Execute Engineering Management  

Division of Roles at Upgrading Works  
(Utilization of dead space in FORECAST Ichigaya)  

Å Understanding of  
tenants  needs 

Å Understanding of 
leasing trends  

 Maintenance and 
improvement in profitability 
with enhancing 
competitiveness and 
occupancy rate  

 Technical support for 
maintenance and 
improvement of the 
portfolio quality  

 Development and 
execution of a mid -  
and long - term 
portfolio building plan  

Asset Management 
Dept.  

 
 

We ask proactive attitudes 
toward upgrading works on 
core properties.  

Investment 
Management Dept.  

 
 

Provision of 
information 
about 
tenants  
needs, etc . 

Sharing mid - 
and long -
term portfolio 
management 
plan  

Sharing mid - and 
long -term portfolio 
management plan  

Request for  
technical support  

Technical support  
(incl. examination of 
construction works)  

The floor area may be extended 
by using a dead space as rooms 
for rent, in accordance with the 
revised Building Standards Act and 
the Enforcement Order of the Act  

Newly -built storage rooms may 
attract persons of interests in 
surfing, golf and other hobbies 
using large -sized equipment, 
which may result in improved 
earnings  

New storage rooms will 
improve tenant satisfaction 
and give some edge in future 
leasing activities  

ớỘ Company  

 
 

Engineering 
Management Office  
 
 

Effective Engineering Management is achieved with efforts made by PM, AM and EM Office from respective standpoint  
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326  466  733  1,115  
0

200

400

600

800

1,000

1,200

1,400

Plan and Budget of Engineering Management  

(\mn ) 

In view of characteristic of NIPPON REIT which hold many B class office  buildings, utilize depreciation effectively to enhance and 
maintain portfolio value within the depreciation while reserving enough amount for urgent repair  

Actual  

8 th  Period  
(June 2016)  

9 th  Period  
(Dec. 2016)  

10 th  Period  
(June 2017)  

11 th  Period  
(Dec. 2017)  

25  

Planned Engineering Management Expenses and their Resources  (\mm)  

Actual  

Depreciation   

743  753  738  750  
Depreciation cost 

(A)  

CAPEX (B)  326  466  733  1,115  

417  287  5  Ẏ365  
Surplus / Shortage  

(A) ² (B)  

Reserved depreciation 
amount (1)  1,522  1,809  1,814  1,449  

Plan Plan 

322  
 
 

47  

Renewal of equipment  
utilizing subsidies ẑ 

ṕ\322mn Ṗ 

New Plans to add value  
ṕ\47mn Ṗ 

 

Installment facility for wifi  and 
security camera in Sky Hills N11 etc.  

ẑ We consider to apply for the subsidies which aim to promote energy saving from government to enhance competitiveness of each pro perties 
efficiency. We may not receive regulatory approval for subsidies as a result of examination, and the plans may change or postpone depending on 
the results.  

New River Building  
Air conditioning system 
renewal and LED lights  
Installation (\97mn)  

Komyoike  Act  
Installment of LED light  

(common area) (\12mn)  

Itohpia  Kiyosubashidori  
Building  

Setting up rental office 
space (5F) (\27mn Ṗ 

Tower Court Kitashinagawa  
Installment of LED light  

(common area) (\14mn )  



237 -20 -91  

0-125 -198  

250 -166 -26  

162 -147 -191  

109 -188 -209  

115 -185 -123  

220 -221 -222  

0.75PT  
150 -150 -150  

Chart Color  

252 -222 -221  

212 -227 -245  

254 -240 -217  

218 -212 -229  

197 -228 -237  

227 -241 -229  

Tint Color  

166 -166 -166  

Line Color  

210 -35 -42  

23 -70 -158  

Logo Color  
 (Header, Footer,  

 Cover Page)  

243 -133 -142  

96 -163 -217  

251 -192 -95  

255 -161 -97  

239 -171 -255  

138 -228 -226  

26  

Achievements of Profitability(NOI) Enhancement through Engineering Management (1 )  

9 th   
Period  
(Completed)  

8 th  
Period  
(Completed)  

7 th   
Period  

(Completed)  

 
\63.8mn  

(completed)  
 \8.9mn  

(completed)  

 
\46.88mn  

(completed)  

10 th   
Period  

(Planed ) 

Total NOI increase  
Approx.  

\33.46 mn p.a.  
 

 
\33.46mn  

(planed)  

CAPEX \ 0 

Mejiro  NT Building  Parking lot expansion  Approx. \2.50 mn p.a.  

Hiroo  Reeplex  B s / 
GreenOak  Okachimachi  

Installation of signboard  Approx. \4.40 mn p.a.  

FORECAST Nishishinjuku  Setting up new leasing area  Approx. \2.00 mn p.a.  

La verite  AKASAKA  
Increase in new rent accompanied by utility 
space (Pantry, Rest Room) renovation  

Approx. \0.83 mn p.a.  

Mitsui Woody Building  Parking lot expansion  Approx. \0.36 mn p.a.  

Omiya Center Building  Catering wagon service contract  Approx. \0.48 mn p.a.  

La verite  AKASAKA /  
Shinto Ginza EAST  

Leasable area expansion  
(inclusion of common area)  

Approx. \1.18 mn p.a.  

Toshin  Higashi - Ikebukuo  
Building  

Installment of LED light (common area)  Approx. \0.14 Ỳn p.a.  

40 properties  
Energy cost reduction through replacing 
energy provider   Approx. \60.83 Ỳn p.a.  

20  properties  Replacement of sublessee  parking operator  Approx. \27.19 mn p.a.  

JS Progres  Building  Parking lot expansion  Approx. \2.40 mn p.a.  

FORECAST Shin -
Tokiwabashi  

Installment of antennas for mobile  Approx. \0.90 mn p.a.  

8 properties  Installment of water saving device  Approx. \3.70 Ỳn p.a.   

16  properties  Building management cost reduction  Approx. \9.46 Ỳn p.a.   

my atria Meieki /  
Komyoike  Act  

Installment of LED light (common area)  Approx. \3.23 Ỳn p.a.   

5 properties  Installment of antennas for mobile  Approx. \1.39 mn p.a.  

13  properties  
Energy cost reduction through replacing 
energy provider  Approx. \29.67 Ỳn p.a.  

Tower Court Kitashinagawa  Building management cost reduction  Approx. \2.40 Ỳn p.a.   

Major results of Engineering Management for profitability (NOI) enhancement and cost reduction  

Amount of Revenue increase  or  
Cost reduction  

Total NOI increase  
Approx.  

\46.88 mn p.a.  
 

Total NOI increase  

Approx.  

\63.8 mn p.a.  

 

Total NOI increase  

Approx.  

\8.9 mn p.a.  

CAPEX  

Approx. \6.6 mn  

CAPEX  

Approx. \14.0 mn  

 CAPEX  

Approx. \18.95 mn  

CAPEX  

Approx. \39.55 mn  

Expect to achieve  

\150 mn p.a.  

NOI increase  
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Examples of Engineering Management  

A-15  JS Progres Building  Ọ-30  FORECAST Shinagawa  

60.0%

80.0%

100.0%

As of End of 
February 2016  

60.7 Ṿ 
Reached 

100Ṿ 

ẌImproved image through renewal of entrance  
 

In response to the tenants  view that ¬the entrance looks 
darkº pointed out in the tenant questionnaire, the entrance 
hall underwent renewal works to update its image: review 
of the lighting plan, repainting of the ceiling and walls, and 
replacement of the carpet at the waiting space  

It turned out that, as a result of the hearing from the 
broker, the property had weak points about a small 
number of restroom stalls and a lack of a smoking area.  

ẌIncrease in parking lots to meet tenants  needs, resulting in 
earnings improvement  
 

As a potential tenant requested more than 10 plane parking lots, 10 parking 
spaces were newly developed through the layout change. The leasing contract was 
executed with such tenant as preconditions were cleared. This work resulted in a 
rise in the occupancy rate and an increase in annual  
revenues by 2.4 million JPY  

The occupancy rate of the property has recovered 
to 100% as of the end of December 2016 thanks 
to the above works, after hitting the bottom at 
60.7% when five floors (1,426 tsubo in total) were 
unoccupied.  

ẌNew establishment of smoking area  
 

A smoking area was newly established on the 
rooftop, with consideration for not impairing 
amenities of non -smokers, by drawing on advice 
from Japan Tobacco, Inc.  

The occupancy rate of the property has recovered to 100% as of the end of 
September 2016 thanks to the above works, after hitting the bottom at 66.7% 
when two floors (217.66 tsubo in total) were unoccupied.  

ẌWorks for renewal of restrooms  
 

Works for installation of  additional stalls and other 
renewal plans in both male/female restrooms  were 
implemented, intended to improve tenant satisfaction 
with improved work environment and to enhance 
competitiveness of the property  

2015  2016  

Dec.  June Dec.  June 
60.0%

80.0%

100.0%

As of End of March 

2016  66.7 Ṿ Reached 
100Ṿ 

2015  2016  

Dec.  June Dec.  June 

Occupancy Rate of JS Progres Building  Occupancy Rate of FORECAST Shinagawa  
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80.0%

100.0%
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Examples of Engineering Management  

A-45  Toranomon Sakura Building  Ọ-5  FORECAST Ichigaya  

ẌEffective use of dead space by taking advantage 
of the law amendment  
 

As the restrictions on the floor -area ratio were eased under 
the amended Building Standards Act, storage rooms for 
residents were newly established at a dead space in the upper 
residential floors (space on top of the elevator shaft).  
As many of the residential units of this property target  single -
person households and are occupied by persons of hobbies, 
demand for storage space is expected. The storage rooms will 
contribute to an improvement in tenant satisfaction and 
competitiveness of the property in future leasing activities.  
An increase in annual revenues by approximately 1 million yen 
is expected due to the establishment of the storage rooms.  

Before  

After  

ẌUpdated image and floor partition through 
Renewal of EV Hall  

 

As the marketing activities intended to grasp tenants  
needs in the area under a leasing manager revealed a lot 
of needs from foreign -affiliated companies that want to 
move into a high -spec building with the floor area of 
about 30 tsubo, we intended to enhance 
competitiveness of the property by addressing such 
needs.  

As of End of October 
2015  48.5 Ṿ 

To reach 100% in 
February 2017  

2015  2016  

Dec.  June 

The occupancy rate was improved to 89.5% as of 
the end of December 2016 and is expected to 
reach 100% as of the end of February 2017, 
thanks to the above works based on the correct 
understanding of needs, after hitting the bottom 
at 48.5% when three floors were unoccupied  

Floor partition not to create closed 
space  
 

Partitioned office spaces still enjoys an 
open feeling with glass -made room 
dividers.  
Corridors are also accented with wood - 
tone blinds, bulb - like lightings and other 
decorations at the ceiling and on the wall  

Point 
of EM  

2017  

Dec.  

Point 
of EM  

Before  

After  

Revitalization of dead space encouraged by the law 
amendment  
 

The number of storage rooms is consciously curbed for the 
purpose of providing convenience to residents and in consideration 
of the grade of the building.  
Also, we managed to save the construction cost significantly by 
giving due consideration to how to extend and partition the floor .  

Entrance of new storage room  Inside of new storage room  

Occupancy Rate of Toranomon Sakura Building  


