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Summary of Q&A Session at Financial Results Briefing for the 29th Period 

(Ended December 2020) 

 

<Q> 

Concerning the DPU forecast of 2,700 yen for the 31st Period (ending December 2021), 

you have said that you will reverse one-third of the entire internal reserve. What is the 

idea behind this? 

<A> 

Under the scenario that uncertainty concerning the business environment and difficult 

situation in the leasing environment will continue for the next year or two, we wanted to take 

a cautious stance towards the reversal of internal reserve from the standpoint of stabilization 

of distributions. As such, we have decided to make reversal of only one-third of the reserve 

for the forecast this time. We will consider the amount again looking further ahead after 

examining the business environment going forward.  

 

<Q> 

Concerning the decrease in the occupancy rate shown in the performance forecasts, I 

believe you almost have a complete picture for the 30th Period. For the 31st Period, is 

the decrease mainly due to the impact of the departure of a large tenant or an 

accumulation of departures of small to medium tenants? 

<A> 

Departure rates have not been so high for JEI to begin with. We have not received any 

departure notices from large tenants at present. However, because we have estimated 

possible tenant departures with a large margin under a quite severe scenario, the forecast 

departure rate is high.  

 

<Q> 

While you explained about accumulation of revenues resulting from property 

acquisitions, you did not mention accumulation of revenues from gain on sale. What 

is the possibility of accumulation of revenues from sale of properties? Could you also 

explain the future outlook, including the feasibility, concerning the status of 

discussions for properties replacing JEI Nishi-Honmachi Building and Kowa 

Kawasaki Nishiguchi Building? 

<A> 

Handling of properties with unrealized loss has been mostly completed. Going forward, we 

will be considering sale of aged properties or properties that are expected to demonstrate a 

decline in competitiveness from the standpoint of area, location, etc. if favorable terms are 

presented. However, since sale alone will result in a decrease in NOI, the distribution 

resource, we would like to consider sale with property replacement as a precondition. We 

are discussing new property acquisition from third parties as well as from the sponsor 

pipeline. As to replacement properties among those under discussion, although we have 

been in talks with the counterparty regarding a broad range of matters, there are no 

concrete candidate properties at this point in time. For the sponsor pipelines, we are 

continuing to hold discussions in conjunction with the medium-term management plan (April 

2021-) of the sponsors and will disclose the results as soon as we reach an agreement. 

 



 

 2 

<Q> 

Your stance of not strongly pursing upward rent revision for leasing and distributions 

continuing to decrease give the impression that you are being very cautious. Is it 

because there are tenants who are highly likely to depart that you forecast a decrease 

in the occupancy rate despite not even having received any departure notices from 

large tenants? A keyword in your explanation seemed to be 200 tsubos. What is the 

status of the leasing environment focusing on that size? 

<A> 

It is a matter of how far we include in the assumption about tenants of concern. As for tenant 

departure, our assumptions factor in risk to a great extent. The departure rate of around 7%, 

which is our forecast this time, has been seen maybe once in the past, and this indicates 

how strict our assumptions are. Although we have not received any departure notice, the 

concerns we have felt accumulated to result in the expected decrease in the occupancy 

rate.  

We consider 200 tsubos as one of the factors that make a difference in the leasing status. 

Larger spaces will likely continue to face a wait-and-see attitude. Spaces with 200 tsubos or 

less see some move-ins and move-outs, but those are not by immediate decisions as 

before.  

 

<Q> 

JEI’s MSCI ESG Rating is quite high. Now that you have disclosed up to Scope 2 for 

GHG emissions, do you have plans to consider disclosing up to Scope 3 in the 

future? Moreover, what is your view or even abstract idea on ESG, particularly the 

environment, as an opportunity rather than a risk?  

<A> 

We recognize that the detailed disclosure of GHG emissions is a future issue to be 

addressed, including problems on a practical level. For ESG, including the environment, 

being involved from the development phase is important and we intend to work with the 

sponsor group in an integrated manner. We have made suggestions to include ESG 

initiatives in the medium-term management plan of the sponsors and would like to 

strengthen them under unified efforts of the group.  

 

<Q> 

As to the assumptions for performance forecast, JEI’s assumptions are the strictest 

among those of office REITs, including the degree of decrease in the occupancy rate. 

Is this simply because JEI’s management members are more conservative than those 

of other office REITs, or is this due to the characteristics of the portfolio, such as 

location and tenant composition? If the latter is the reason, what sort of measures 

could be implemented?  

<A> 

We presented conservative forecasts also for the 29th and 30th Periods last summer, and 

some of the results were as forecast. With the severe environment expected to continue for 

the next year or two, JEI’s management thought it would be better to factor in risk for now 

and revise the forecast upward if the situation changes from the assumption. We believe it is 

preferable to have a consistent stance when providing explanation. 
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<Q> 

Was the DPU forecast for the 31st Period drawn up with the intention to avoid 

downward revision of performance forecast by all means? 

<A> 

The forecast figures presented this time are drawn up based on assumptions that factor in 

risk and the stance to make upward revision if there is upward numerical change.  

 

<Q> 

JEI’s forecast also assumes some rent reduction. Have there been any tenants that 

requested rent reduction not because of the impact of the COVID-19 crisis but 

because the rent is higher than the market rent? 

<A> 

We have not received any such request at this point in time, but we have allowed leeway 

under the assumption that such could happen. We conservatively assumed rent reduction 

for the 29th Period as well, but the results were different. I would like you to understand that 

the same logic is present this time.  


