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Main Q&As Regarding Premier Investment Corporation's Financial Results for the 
35th Fiscal Period

Q. Please tell us the amount of rent reduction or exemption due to the spread of COVID-19. We would like to 

know the impact on both offices and retail stores.

A. The impact is limited because the ratio of retail stores to the entire portfolio of PIC is only around 5% based 

on both area and rent.

As for the forecast for the 36th fiscal period (ending October 2020), the impact is believed to be around -40 

million yen for retail sections and around -50 million yen for office sections from a conservative viewpoint 

given the decline in occupancy of rental conference rooms and refilling of vacancies after tenant move-outs.

In the 37th fiscal period (ending April 2021), we do not expect any impact on retail sections, and the impact 

on offices is believed to be around -110 million yen based on the assumption that it will take more time than 

usual to refill office vacancies.

Q. You said that you have a conservative view on the refilling of vacancies for offices. Is there any property 

whose occupancy rate might fall to around 50%?

A. There are no properties whose occupancy rate is assumed to fall that much. For example, we would 

conventionally assumed vacancies at Class B Buildings in Shibuya to be refilled with almost no downtime 

after the move-out of IT-related tenants. However, we now forecast the occupancy rates for some of these 

buildings -to be low at around 80%, assuming a dramatic change in the market environment.

Q. LTV increased due to the acquisition of Otemachi Financial City Grand Cube. Do you plan to continue raising 

it in the future?

A. With the acquisition of the property this time, LTV based on total investment amount rose to around 48%. 

However, we do not plan to raise it significantly in the future, but rather intend control it within a range of up 

to around 50%.

We will also consider POs if the environment of the equity market allows the acquisition of properties for a 

large amount of money.

Q. As for external growth, will replacement transactions centering on office buildings rather than residences 

continue to be mainly conducted?

A. There is a possibility that acquisitions of office-related assets will naturally take precedence as many of the 

sponsor's assets are office properties, but we would also like to acquire residential properties proactively as 

well if they are favorable.

In addition, as an extension of the conventional transactions with NTT Urban Development, property 

replacements may play a central role. However, it is also expected that needs for removal from balance sheets 



will be seen on a full scale in the Group's real estate business strategy over the medium to long term and 

external growth will be realized through large property acquisitions other than replacements.

Q. Do you have any specific candidate properties for sponsor support?

A. We will refrain from mentioning the names of individual properties but we are continuously discussing specific 

projects. If a favorable environment is established and the conditions are satisfied, there is a possibility that 

they can be realized like the property replacement this time.

Q. (P.11 on the earnings presentation) As for the office sections for which lease contracts were renewed during 

the 35th fiscal period, the area for which rent could be increased as well as the amount of increase were 

smaller than in the previous fiscal period. What were the reasons for it?

A. The main reason was that there were only a few contracts with a deep range of below-market rent that 

became due for renewal in the current fiscal period.

Q. (1) In the explanation of other REITs, they said requests for rent reduction or exemption and deferral of rent 

payment at retail sections increased rapidly since the declaration of the state of emergency in April, but the 

pace is currently slowing down. Is the situation still the same?

(2) Therefore, do you think that the impact of COVID-19 on retail facilities will end by the fiscal period ending 

October 2020?

(3) Also, which business types comprised the majority of tenants to make such request?

A. (1) With the easing and cancellation of business suspension requests for retail stores, etc. issued due to the 

declaration of the state of emergency, requests for rent reduction or exemption and deferral of rent payment 

are also slowing down at PIC.

(2) The second wave of the spread of COVID-19 in the future is unpredictable, but at this point in time, we 

believe that the impact on retail facilities will be seen through the fiscal period ending October 2020.

(3) The requests came mostly from restaurants. In addition, requests for rent reduction or exemption and 

deferral of rent payment were also made by service businesses such as merchandise stores, sports facilities, 

and beauty salons.

Q. You said that the forecast for the fiscal period ending October 2020 is made by factoring in everything 

regarding the requests for rent reduction or exemption, but is there a possibility that tenants who intend to 

reduce rents as much as possible will take advantage of it?

If there is such possibility, we think that it is also a good idea to examine the situation and sales trend of 

tenants who have made some kind of request carefully and deal with them individually in an unbiased manner.

A. The income and expenditure forecast fully reflects the fixed amount of rent reduction or exemption and the 

amount of reduction or exemption during negotiations.

Of course, we do not respond to all requests, and we carefully judge whether or not we should support tenants 

who have made requests by asking them to provide financial data such as the sales trend at relevant sections. 

We have decided to deal with them in an unbiased manner.



Q. As for offices, we believe that assumptions are made very conservatively expecting prolonged rent 

negotiations and without move-ins at vacated parts.

It was explained that rent negotiations with tenants will be made based on market rents, but isn't there a 

possibility that rents will be requested to remain unchanged or be reduced at best and tenants will move out 

in the worst case if the impact of the spread of COVID-19 does not end?

A. At present, we have not received any requests for rent reduction or exemption and deferral of rent payment 

for office sections, and no advance notice of move-out due to the deterioration of business performance has 

been made.

If market rents change due to economic deterioration, the possibility of negotiations with tenants for raising 

below-market rents becoming prolonged or rents remaining unchanged is undeniable at this point in time. 

Therefore, we have basically reflected only the increase in fixed price on the income and expenditure forecast 

and issued a conservative forecast.

Q. (1) We believe that replacement strategies utilizing sponsor pipelines, such as the replacement of Otemachi 

Financial City Grand Cube, is preferable. Will you continue to consider replacements in the future?

(2) If possible, please tell us the candidate properties for sale.

A. (1) The assets owned by NTT Group and its sponsor NTT Urban Development are diverse, and we would 

like to proactively incorporate prime assets that contribute to the improvement of unitholder value.

As an extension of the conventional transactions with NTT Urban Development, property replacements like 

the one this time may play a central role, but it is also expected that needs for removal from balance sheets 

will be seen on a full scale in NTT Group's real estate business strategy over the medium to long term and 

external growth will be realized through large property acquisitions other than replacements.

(2) We will refrain from mentioning specific candidate properties for sale, but the following factors are the 

focal points in the selection of candidate properties for sale.

〇 Properties for which an appropriate rent level is not expected to be secured since repair costs are 

forecast to increase as they age

〇 Properties that are likely to be designated as the target for redevelopment in a broad sense by NTT 

Urban Development, the sponsor

〇 Properties with large unrealized loss in accounting and low profitability

Q. You said that you want to secure time for increasing capital not only through debt financing but also by 

accessing the capital market in financial operation, but does this mean that you can also find new properties 

that can be acquired upon POs in sponsor pipelines?

A. It is just as you said.

Q. You said that IT-related tenants will move out due to the shift to telework from October to November 2020. 

Are there any places where large tenants or other equivalent tenants are expected to move out in the future?

A. At present, there are only two cases of tenant move-outs due to the shift to telework which we had mentioned, 

and we do not currently expect any move-outs of large tenants due to such reason.



Q. We believe that the situation is different from that at the time of the global financial crisis. How do you think 

the appraisal cap rate will change in the future? Please tell us about it together with your thoughts on cash 

flow.

A. We believe there is a possibility that the appraisal cap rate, which had been on a downward trend until now, 

will stop declining while a sense of uncertainty over the office building leasing market is increasing.

If the vacancy rate gradually increases due to the impact of the spread of COVID-19, we believe that the 

assumed cash flow will also decline.

Q. The operation of “The Kanagawa Science Park R&D Building” seems to be sluggish. Please tell us the 

measures for improving the operational status of the building.

A. Some tenants are considering floor expansion at the same buildings while some tenants plan to move out, 

but due to strong uncertain factors under the environment of COVID-19, it is assumed that vacancy will 

continue to be seen according to the income and expenditure forecast.

Naturally, in order to further increase the occupancy rate, we are strengthening leasing activities such as 

holding previews using intermediaries with deep track records of transactions at major life insurance 

companies and general contractors which are co-owners, as well as confirming and guiding the status of such 

activities on a monthly basis.

In addition, although the property is mainly for R&D tenants, we are conducting activities to also take in the 

needs for office-related tenantsin view of the current market environment.
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