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Notice Concerning Revision of Earnings Performance and Distributions Forecasts 
for the Fiscal Period Ending July 31, 2020 and Earnings Performance and 

Distributions Forecasts for the Fiscal Period Ending January 31, 2021 

ESCON JAPAN REIT Investment Corporation (hereinafter, “ESCON REIT”) announces that it has revised the 
forecasts for earnings performance and distributions of ESCON REIT for the fiscal period ending July 31, 2020 (February 
1, 2020 to July 31, 2020) announced in the “Financial Report for the Fiscal Period Ended July 31, 2019 (REIT)” on 
September 13, 2019, as well as earnings performance and distributions forecasts for the fiscal period ending January 31, 
2021 (August 1, 2020 to January 31, 2021), as described below. No revision was made to the earnings performance and 
distributions forecasts for the fiscal period ending January 31, 2020 (August 1, 2019 to January 31, 2020). 

1. Revision of earnings performance and distributions forecasts
(1) Revision of earnings performance and distributions forecasts for the fiscal period ending July 31, 2020 (February

1, 2020 to July 31, 2020)

Operating 
revenue 

Operating 
income 

Ordinary 
income Net income 

DPU 
(excluding 

distributions in 
excess of earnings)

Distributions 
in excess of 

earnings 
per unit 

Previous forecast (A) 1,540 
million yen 

850 
million yen 

771 
million yen 

770 
million yen 

3,251 
yen - 

Revised forecast (B) 1,901 
million yen 

1,078 
million yen 

929 
million yen 

928 
million yen 

3,279 
yen - 

Variance 
(C) = (B) - (A)

360 
million yen 

228 
million yen 

157 
million yen 

157 
million yen 

28 
yen - 

Variance ratio 
(C) / (A) 23.4% 26.8% 20.4% 20.5% 0.9% - 

(Reference) Expected number of issued investment units as at July 31, 2020: 282,982 
It is assumed that all of the investment units consisting of 43,792 new investment units, to be issued through the primary offering, and maximum 
2,190 new investment units, to be issued through a third-party allotment accompanying the secondary offering (over-allotment), which were 
resolved today at the meeting of the board of directors, are issued, in addition to 237,000 investment units issued and outstanding as of today, and 
that no additional new investment units will be issued thereafter. 

Notes  *  The earnings performance forecast for the fiscal period ending July 31, 2020 is the currently forecasted figures calculated under the assumptions 
stated in the attached “Underlying Assumptions of the Earnings Performance and Distributions Forecasts for the Fiscal Periods Ending July 31, 
2020 and January 31, 2021”. Accordingly, discrepancies between the assumptions and actual circumstances may arise due to a variety of factors, 
such as future additional acquisitions or sale of real estate, fluctuation in rent revenue mainly due to changes in tenants, unexpected repairs and 
other changes in the management environment, fluctuation in interest rates, the number of new investment units and issue prices to be determined, 
and additional issuances of new investment units. As a result, the actual operating revenue, operating income, ordinary income, net income, 
distributions per unit (excluding distributions in excess of earnings) and distributions in excess of earnings per unit may vary. In addition, the 
forecast does not guarantee the amount of distributions or distributions in excess of earnings. 

* ESCON REIT may revise the above forecasts in the event that the difference between the forecasts and actual results are expected to exceed a
certain threshold. 

* Amounts are rounded down to the nearest whole unit, and percentages are rounded to one decimal place. 
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(2) Forecasts of earnings performance and distributions for the fiscal period ending January 31, 2021 (August 1, 2020 
to January 31, 2021) 

 
Operating 
revenue 

Operating 
income 

Ordinary 
income Net income 

DPU 
(excluding 

distributions in 
excess of earnings) 

Distributions 
in excess of 

earnings 
per unit 

 
Forecast 

1,930 
million yen 

1,078 
million yen 

983 
million yen 

982 
million yen 

3,474 
yen - 

(Reference) Expected number of issued investment units as at January 31, 2021: 282,982 
It is assumed that all of the investment units consisting of 43,792 new investment units, to be issued through the primary offering, and maximum 
2,190 new investment units, to be issued through a third-party allotment accompanying the secondary offering (over-allotment), which were 
resolved today at the meeting of the board of directors, are issued, in addition to 237,000 investment units issued and outstanding as of today, and 
that no additional new investment units will be issued thereafter. 

Notes  *  The earnings performance forecast for the fiscal period ending January 31, 2021 is the currently forecasted figures calculated under the assumptions 
stated in the attached “Underlying Assumptions of the Earnings Performance and Distributions Forecasts for the Fiscal Periods Ending July 31, 
2020 and January 31, 2021”. Accordingly, discrepancies between the assumptions and actual circumstances may arise due to a variety of factors, 
such as future additional acquisitions or sale of real estate, fluctuation in rent revenue mainly due to changes in tenants, unexpected repairs and 
other changes in the management environment, fluctuation in interest rates, the number of new investment units and issue prices to be determined, 
and additional issuances of new investment units. As a result, the actual operating revenue, operating income, ordinary income, net income, 
distributions per unit (excluding distributions in excess of earnings) and distributions in excess of earnings per unit may vary. In addition, the 
forecast does not guarantee the amount of distributions or distributions in excess of earnings. 

*  ESCON REIT may revise the above forecasts in the event that the difference between the forecasts and actual results are expected to exceed a 
certain threshold. 

*  Amounts are rounded down to the nearest whole unit, and percentages are rounded to one decimal place. 
 
2. Reasons for the revision and announcement 

ESCON REIT, as announced today in its press releases “Notice Concerning Issuance of New Investment Units and 
Secondary Offering of Investment Units”, “Notice Concerning Acquisition and Leasing of Real Estate Trust Beneficial 
Interests in Japan” and “Notice Concerning Debt Financing” will acquire trust beneficial interests in “tonarie 
Yamatotakada (ownership 50%)”, “tonarie Toga・Mikita (ownership 50%)” and “LIFE Daisen (leasehold land)” on 
February 4, 2020 with funds to be raised by a public offering, new borrowings and cash reserves. 

With these factors, ESCON REIT has reexamined the underlying assumptions of the earnings performance and 
distributions forecasts. Considering that operating revenue of the fiscal period ending July 31, 2020 (February 1, 2020 to 
July 31, 2020) will beat the earlier forecast by 10% or more, ESCON REIT today announces revision of earnings 
performance and distributions forecasts for the period with forecasts for the following period. 
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[Attachment 1] 
Underlying Assumptions of the Earnings Performance and Distributions Forecasts  

for the Fiscal Periods Ending July 31, 2020 and January 31, 2021 
 

Item Assumptions 
Calculation period  7th fiscal period: February 1, 2020 to July 31, 2020 (182 days) 

 8th fiscal period: August 1, 2020 to January 31, 2021 (184 days) 

Assets under 
management 

 For the forecast of the earnings performance, it is assumed that ESCON REIT, in 
addition to the real estate trust beneficial interests in 25 properties that are in its 
portfolio (hereinafter, the “Assets Acquired”), will acquire real estate trust beneficial 
interests in three properties (hereinafter, the “Assets to be Acquired”) on February 4, 
2020 with funds to be raised by the issuance of new investment units as resolved today 
at its meeting of the board of directors, funds to be raised by new borrowings as stated 
in the “Borrowings” section below and cash reserves, and that there will be no changes 
made to the assets under its management such as acquisition of new properties and / 
or disposition of portfolio properties, etc. until the end of the fiscal period ending 
January 31, 2021. 

 Changes may arise due to the acquisition of new properties other than the Assets to 
be Acquired, disposition of portfolio properties, etc. 

Operating revenue 

 Leasing revenue from the Assets Acquired is calculated based on actual performance. 
Leasing revenue from the Assets to be Acquired is calculated based on information 
on the leasing agreement provided by the current beneficiaries (current owners) of 
each property, past tenants, market trends, and terms and conditions of the new leasing 
agreements that will take effect on the anticipated acquisition date. Other factors taken 
into account are the expected occupancy rate and estimated rent fluctuation based on 
projections of post-acquisition tenant move-in / move-out and rent projections. 

 Operating revenue forecast is based on the assumption that tenants will pay their rents 
without delinquency. 

 Operating revenue forecast is based on the assumption that no gain / loss on sale of 
real estate will occur. 

Operating expenses 

 Leasing business expenses are the principle expenditures of the operating expenses. 
Leasing business expenses (excluding depreciation) for the Assets Acquired are based 
on actual expenditures after acquisition and reflecting factors that cause fluctuation in 
expenditures. Leasing business expenses (excluding depreciation) for the Assets to be 
Acquired are based on information on actual expenditures provided by the current 
beneficiaries (current owners) of each property and reflecting factors that cause 
fluctuation in expenditures. The total amount of property and city planning taxes for 
the Assets Acquired is expected to be 138 million yen for each subsequent fiscal 
period after the period ending July 31, 2020. Although property and city planning 
taxes are generally calculated on a pro-rata basis with the former owners and settled 
at the time of acquisition, the amount equivalent to the settlement money in ESCON 
REIT’s case is not expensed in the period when the assets are acquired, as it is 
included in the acquisition cost. Therefore, the property and city planning taxes of the 
Assets to be Acquired for the periods ending July 31, 2020 and January 31, 2021 are 
not accounted for as an expense, while the property and city planning taxes for 
FY2021 are expensed from the period ending July 31, 2021. For the Assets to be 
Acquired, the expensable amount of property and city planning taxes is expected to 
be 23 million yen for each subsequent fiscal period after the period ending July 31, 
2021. The total amount of property and city planning taxes to be included in the 
acquisition cost for the Assets to be Acquired is expected to be 42 million yen. 

 With respect to building repair expenses, the amount assumed to be necessary for each 
business period is expensed based on a medium- to long-term repair plan prepared by 
ES-CON ASSET MANAGEMENT Ltd. However, repair expenses in each business 
period may be substantially different from the expected amount for reasons including: 
(i) repair expenses could suddenly arise due to damage to buildings, etc. from certain 
unexpected factors; (ii) the amount of repair expenses generally varies considerably 
from year to year; and (iii) repair expenses are not incurred regularly. 

 Depreciation is calculated using the straight-line method inclusive of incidental 
expenses, etc. 



              

4 

Disclaimer: This press release is prepared solely for the purpose of public disclosure concerning revision of earnings performance and distributions forecasts for the 
fiscal period ending July 31, 2020 and earnings performance and distributions forecasts for the fiscal period ending January 31, 2021 and does not constitute 
a solicitation for investment. Investors shall ensure that they read the prospectus for the issuance of new investment units and secondary offering of 
investment units as well as any amendments thereto, prepared by ESCON REIT before making their investment decisions at their own discretion and 
responsibility. 

 

Non-operating 
expenses 

 Non-operating expenses for the period ending July 31, 2020 are estimated to be 149 
million yen, of which 118 million yen is for interest expenses and other borrowing 
costs, 24 million yen is for expenses associated with the issuance of new investment 
units through primary offering and third-party allotment as well as secondary offering, 
and 6 million yen is for deferred organization expenses. Borrowing costs that can be 
expensed in lump sum for accounting and taxes are expected to be accounted for in 
the period ending July 31, 2020. Expenses associated with the issuance of new 
investment units through primary offering and third-party allotment as well as 
secondary offering are expected be amortized in lump sum in the period ending July 
31, 2020. 

 Non-operating expenses for the period ending January 31, 2021 are estimated to be 
94 million yen, of which 87 million yen is for interest expenses and other borrowing 
costs and 6 million yen is for deferred organization expenses. 

Borrowings 

 It is assumed that interest-bearing liabilities as at July 31, 2020 will be 24,803 million 
yen and as at January 31, 2021 will be 24,430 million yen, respectively. It is assumed 
that ESCON REIT will newly obtain 373 million yen in short-term borrowings and 
4,861 million yen in long-term borrowings on February 4, 2020 for the purpose of 
acquiring the Assets to be Acquired as stated in the “Assets under management” 
section above. 

 LTV ratio is expected to be approximately 44.2% as at July 31, 2020 and 43.8% as at 
January 31, 2021, respectively. 
The ratio is calculated with the following formula and rounded to one decimal place: 
 LTV ratio = Total interest-bearing debt / Total assets * 100 

Number of 
investment units 

 It is assumed that all of the investment units consisting of 43,792 new investment 
units, to be issued through the public offering, and maximum 2,190 new investment 
units, to be issued through a third-party allotment accompanying the secondary 
offering (over-allotment), totaling 45,982 units, which were resolved today at the 
meeting of the board of directors, are issued, in addition to 237,000 investment units 
issued and outstanding as of today, and that no additional new investment units will 
be issued until the end of the fiscal period ending January 31, 2021. 

DPU 
(excluding 

distributions in excess 
of earnings) 

 DPU (excluding distributions in excess of earnings) is calculated based on the 
assumption that distributions will be paid in accordance with the cash distribution 
policy provided in ESCON REIT’s Articles of Incorporation. 

 DPU (excluding distributions in excess of earnings) may vary due to various factors, 
such as fluctuation in rent revenue accompanying changes in assets under 
management, changes in tenants, etc. or occurrence of unexpected repairs. 

Distributions in 
excess of earnings per 

unit 

 Even though it is possible for ESCON REIT to pay cash distributions in excess of 
earnings in accordance with its Articles of Incorporation, ESCON REIT does not 
intend to pay such cash distributions at this point in time when factoring in the ratio 
of capital expenditures to depreciation expenses and in order to maintain conservative 
financial management. 

Others 

 It is assumed that there will be no revision of laws and regulations, tax systems, 
accounting standards, listing rules of the Tokyo Stock Exchange, Inc., and rules of the 
Investment Trusts Association, Japan, etc. that will impact the forecasted figures 
above. 

 It is assumed that there will be no unforeseen material change in general economic 
trends, real estate market conditions, etc. 
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[Attachment 2] (Reference) 
The chart below shows forecasted distributions per unit for the fiscal periods ending July 31, 2020 and January 31, 

2021. 

 
*  “Previous forecast” is the amount forecasted for distributions per unit stated in “Financial Report for the Fiscal Period Ended July 31, 2019 (REIT)” 

released on September 13, 2019. “Revised forecast” is the amount forecasted for distributions per unit stated in this press release “Notice Concerning 
Revision of Earnings Performance and Distributions Forecasts for the Fiscal Period Ending July 31, 2020 and Earnings Performance and Distributions 
Forecasts for the Fiscal Period Ending January 31, 2021”. 

*  The expected expensable amount of property and city planning taxes for the Assets to be Acquired was obtained by dividing the assumed full-year 
property and city planning taxes amount for the Assets to be Acquired (23 million yen) by the expected number of issued investment units as at January 
31, 2021 (282,982 units). 

*  The earnings performance forecasts for the fiscal periods ending July 31, 2020 and January 31, 2021 are the currently forecasted figures calculated 
under the assumptions stated in the attached “Underlying Assumptions of the Earnings Performance and Distributions Forecasts for the Fiscal Periods 
Ending July 31, 2020 and January 31, 2021”. Accordingly, discrepancies between the assumptions and actual circumstances may arise due to a variety 
of factors, such as future additional acquisitions or sale of real estate, fluctuation in rent revenue mainly due to changes in tenants, unexpected repairs 
and other changes in the management environment, fluctuation in interest rates, the number of new investment units and issue prices to be determined, 
and additional issuances of new investment units. As a result, the actual operating revenue, operating income, ordinary income, net income, distributions 
per unit (excluding distributions in excess of earnings) and distributions in excess of earnings per unit may vary. In addition, the forecasts do not 
guarantee the amount of distributions or distributions in excess of earnings. 

 
* Translation for reference purpose only. ESCON REIT has not published an English version of its Securities Registration 

Statement. 
 


