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obligation, and disclaim any duty, to update or revise any of the information contained in this document to reflect future events or 
otherwise. 

 
 

Presentation of Financial and Other Information 

In this document:  

• References to “Japanese GAAP” are to generally accepted accounting principles in Japan. References to “U.S. 

GAAP” are to generally accepted accounting principles in the United States. References to “IFRS” are to the 
International Financial Reporting Standards.  

• While we prepared the forecasts by applying accounting principles that we believe are substantially consistent 

with Japanese GAAP, these forecasts have not been audited or reviewed by our independent auditor and we 
cannot assure you that the principles applied are in fact consistent with Japanese GAAP. The application of 
Japanese GAAP requires the recording, compilation, evaluation and adjustment of actual historical financial data, 
none of which we have performed. Investors are cautioned that Japanese GAAP differs in material respects from 
IFRS and U.S. GAAP.  

• There are no historical financial statements included in this document. All financial and other information 

presented in this document is unaudited.  

• References to “yen” and “¥” are to the lawful currency of Japan.  

• We have rounded certain percentages to the relevant digit. In addition, we have truncated certain financial and 

operational data amounts to the relevant digit. Thus, financial and operational data amounts may not always add 
up to totals.  

• Our fiscal periods cover every six months through the end of February and August of each year, except that our 

first fiscal period will be the period from October 9, 2015, the date of our incorporation, to August 31, 2016.  

• References to “fiscal” years with respect to industry and market data are to the 12 months ending March 31 of the 

year following the year specified, except as otherwise noted.  

• References to “we”, “our”, “us”, and similar references are to LaSalle LOGIPORT REIT.  

• References to the “Asset Manager” are to LaSalle REIT Advisors K.K. References to the “Sponsor” are to 

LaSalle Investment Management K.K. References to the “Sponsor Group” are to LaSalle Investment 
Management Inc. and its subsidiaries, including the Sponsor and the Asset Manager. References to “JLL” are to 
Jones Lang LaSalle Incorporated. References to the “JLL Group” are to JLL and its subsidiaries, including the 
Sponsor Group and Jones Lang LaSalle Co-Investment, Inc. References to “Sponsor Funds” are to funds formed 
or managed by the Sponsor Group.  

  

• References to “Sumitomo Mitsui Trust” are to Sumitomo Mitsui Trust Bank, Limited.  

• References to “Tokyo Stock Exchange” are to Tokyo Stock Exchange, Inc.  

• References to “tsubo” are to the Japanese unit of area measurement equal to the size of two standard tatami mats, 

or approximately 3.3058 m2.  

• References to the “ITA” are to the Act on Investment Trusts and Investment Corporations of Japan and the 

regulations thereunder.  

• References to “J-REIT” or “J-REITs” are generally to Japanese investment corporations (tōshi hōjin) 

incorporated pursuant to the ITA that invest primarily in real estate or certain real-estate related assets.  
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• “Tokyo area” refers to the area within 60 kilometers of East Japan Railway Company’s Tokyo station, and 

“greater Tokyo area” refers to Tokyo and its three surrounding prefectures, Kanagawa, Saitama and Chiba. 
“Osaka area” refers to the area within 45 kilometers of West Japan Railway Company’s Osaka station, and 
“greater Osaka area” refers to Osaka, Kyoto and Hyogo prefectures. “JR” refers to East Japan Railway Company.  

Forward-looking Statements  

This document includes forward-looking statements. In some cases, you can identify forward-looking statements by terms 
such as “aim”, “anticipate”, “believe”, “estimate”, “expect”, “forecast”, “intend”, “may”, “plan”, “potential”, “predict”, “seek”, 
“should”, “will”, by the negative of these terms or by other similar terminology. These statements discuss expectations, identify 
strategies, contain projections of our financial condition or results of operations or state other forward-looking information. In 
particular, this document contains our forecasts for our revenues, net income and the distributions expected to be made on our units in 
“Forecasts for the Fiscal Periods Ending August 31, 2016 and February 28, 2017” and forecasted net operating income yields for the 
properties in our initial portfolio in “Initial Portfolio—Forecast and Appraisal Net Operating Income Yield”, all of which are highly 
speculative. The forward-looking statements in this document are subject to various risks, uncertainties and assumptions about our 
business. Potential risks and uncertainties that could cause our actual results to differ materially from our expectations include, without 
limitation:  

• our lack of operating history;  

• the Asset Manager’s limited experience in operating a J-REIT;  

• the lack of historical financial statements for any of the eight properties in our initial portfolio;  
  

• our ability to make distributions in excess of our retained earnings;  

• adverse conditions in the Japanese economy;  

• our strategy of investing in logistics facilities, which subjects us to risks uncommon to other J-REITs that invest 

in a broader range of real estate or real estate-related assets;  

• our ability to acquire properties to execute our growth and investment strategy, and the pipeline support provided 

by the Sponsor being limited to the provision of information at the Sponsor’s discretion;  

• illiquidity in the real estate market;  

• the past experience of the Sponsor Group in the Japanese real estate market being no indicator or guarantee of our 

future results;  

• our reliance on the Sponsor and other Sponsor Group companies;  

• potential conflicts of interest between us and certain Sponsor Group companies, including the Asset Manager, 

Sponsor Funds and other JLL Group companies;  

• significant competition in seeking tenants and difficulty in finding replacement tenants;  

• increases in prevailing market interest rates;  

• the occurrence of natural or man-made disasters;  

• any defect in our properties, including faulty installation of foundation piles;  

• concentration of properties in our initial portfolio in the Tokyo area;  

• any inability to obtain financing for future acquisitions; and  

• our failure to satisfy a complex series of requirements pursuant to Japanese tax regulations.  
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In addition to the foregoing, important risks and factors that could cause our actual results to differ materially from our 
expectations are discussed under “Risk Factors” and elsewhere in this document. Furthermore, with respect to any forward-looking 
statements in “Forecasts for the Fiscal Periods Ending August 31, 2016 and February 28, 2017” and “Initial Portfolio—Forecast and 
Appraisal Net Operating Income Yield”, prospective investors must read them together with all assumptions presented in such section. 
Our expectations expressed in these forward-looking statements may not be achieved, and our actual results could differ materially 
from and be worse than our expectations. We do not intend, and disclaim any duty, to update or revise any forward-looking statements 
contained in this document to reflect new information, future events or otherwise. We caution you not to place undue reliance on the 
forward-looking statements contained in this document.  
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RISK FACTORS  

An investment in our units involves significant risks. You should consider carefully the risk factors described below as well as other 

information contained in this document before making any investment decision.  

Property and Business Risks  

We have no operating history or track record, and this document contains limited unaudited financial data regarding our initial 

portfolio, making it difficult to evaluate our prospects and future financial results  

We were incorporated on October 9, 2015 and acquired our initial portfolio of eight properties on February 17, 2016. We 
therefore have no operating history or track record for you to evaluate. Accordingly, an investment in our units will be subject to a 
number of risks generally associated with a new business. We may not be able to implement our investment strategy or otherwise to 
operate successfully, which could have a material adverse effect on our ability to generate earnings to make cash distributions to our 
unitholders, and the value of our units may decline.  

We have not received audited historical financial statements for any of the properties we acquired in February 2016 and 
have not been able to, and are not required to, prepare pro forma combined or consolidated financial statements for our initial portfolio. 
Therefore, this document contains only limited unaudited financial data for the properties in our initial portfolio and does not include 
historical or pro forma combined or consolidated financial statements for our initial portfolio as a whole. See “Financial Data for 
Certain of the Initial Properties”. Furthermore, given the unavailability of audited historical financial statements for the properties in 
our initial portfolio, we are unable to provide any management’s discussion and analysis of financial condition and results of 
operations, or MD&A, regarding the historical results of operations for us or the properties we have acquired on an individual, 
combined or consolidated basis.  

The unaudited financial data that are included in this document contain substantially less detail than would be contained in 
audited financial statements, the notes thereto, supporting schedules and related financial disclosures. Furthermore, such unaudited 
financial data are subject to significant limitations. For example, due to various limitations on the availability of data, unaudited 
financial data for the entirety of the three years and six months ended June 30, 2015 are presented only for two properties, representing 
18.6% of our initial portfolio by acquisition price, and substantially more limited unaudited financial data are presented for the other 
properties. In addition, the utility of the unaudited financial data with respect to each property is further limited by differences in 
expenses, allocation of expenses and other factors. See “Financial Data for Certain of the Initial Properties”. Accordingly, the 
unaudited financial data included in this document may not reveal matters of significance to an investor regarding our operations, or 
the properties in our initial portfolio or such properties’ historical results of operations or business prospects that would have been 
revealed if audited historical financial statements and accompanying MD&A were included herein. Thus, investors should not place 
undue reliance on the unaudited financial data included in this document.  

The Asset Manager has limited experience in operating a J-REIT  

The Asset Manager will have day-to-day responsibility for our management. While the predecessor of the Asset Manager 
was formed in March 2002 and operated LaSalle Japan REIT Inc. (formerly eASSET Investment Corporation), a J-REIT, beginning in 
September 2005, the Asset Manager ceased serving as its asset manager in March 2010 after LaSalle Japan REIT Inc. merged with 
and into Japan Retail Fund Investment Corporation. In addition, the Asset Manager now has a new management team. Thus, although 
employees of the Asset Manager have experience in the real estate industry, they have limited experience in operating a J-REIT in 
accordance with the laws and regulations applicable to J-REITs and asset managers. As a result, there is no guarantee that the Asset 
Manager will perform its duties owed to J-REITs in a manner that would help achieve expected results. See “—J-REITs and their 
asset managers are subject to tight supervision by the regulatory authorities”.  
  

 

We prepared the financial forecasts included in this document without the benefit of historical financial statements for any of the 

eight properties in our initial portfolio, and we may not be able to make any distributions in excess of our retained earnings, which 

are presented as part of the financial forecasts in this document  

We prepared the financial forecasts included in this document under the caption “Forecasts for the Fiscal Periods Ending 
August 31, 2016 and February 28, 2017” based partly upon certain assumptions and the limited information available to us about the 
eight properties we acquired in February 2016. While we believe the bases for the forecasts and the assumptions underlying our 
forecasts are reasonable, one significant limitation with respect to the information for these properties is that audited historical 
financial statements do not exist for any of these properties. In the absence of audited historical financial statements, we used 
unaudited financial data to prepare the forecasts, to the extent available. As discussed above, such financial data are subject to 
significant limitations and contain substantially less detail than would be contained in audited financial statements, the notes thereto, 
supporting schedules and related financial disclosures. In addition, although such financial data are typically subject to the seller’s 
representation as to their accuracy, the absence of an audit may enhance the risk that they are materially inaccurate. Had full audited 
financial statements for all of the properties we acquired in February 2016 existed or been available to us, the financial forecasts 
included herein may have been materially different. Without such full audited financial statements, prospective investors may not have 
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sufficient information to evaluate the reasonableness of the forecasts contained in this document, the assumptions underlying these 
forecasts and the merits and risks of an investment in our units.  

In addition, we have prepared the financial forecasts included in this document based on the assumption that we will be able 
to make distributions in excess of our retained earnings. However, we cannot guarantee that we will be able to make distributions in 
excess of our retained earnings in accordance with our current distribution policy or at all. See “—Our policy to make distributions to 
our unitholders in excess of our retained earnings is not commonly employed by other J-REITs and is thus still subject to 
uncertainties”.  

Financial forecasts are necessarily speculative, and one or more of the assumptions underlying the forecasts may turn out to 
be incorrect. Other potential risks and uncertainties that could cause our actual results to differ materially from our forecasts are set 
forth in “Forecasts for the Fiscal Periods Ending August 31, 2016 and February 28, 2017”, as well as elsewhere in this “Risk Factors”.  

Any adverse conditions in the Japanese economy could adversely affect us  

Our business performance and the distributions we make will depend largely on the performance of the Japanese economy 
as a whole, the outlook for which remains highly uncertain and involves factors beyond our control and the control of our tenants.  

Despite showing signs of recovery over the past few years, the Japanese economy dipped into recession in the third quarter 
of 2014, which has been mainly attributed to the increase in the consumption tax rate from 5% to 8% in April 2014. Although the 
Japanese economy may have more recently emerged from recession, certain metrics indicate that the economy may be slowing again, 
and the Japanese real estate industry may experience difficult conditions due to uncertainty in economic conditions. A number of 
macroeconomic factors may adversely affect the Japanese economy, including its real estate industry, such as:  

• uncertainty regarding the full effects of the expansionary monetary and fiscal measures that the Japanese 

government, led by Prime Minister Abe, and the Bank of Japan are pursuing in an effort to counter deflation and 
the structural reforms to complement such stimulus measures, as well as related volatility in interest rates and 
stock markets;  

• volatility in the exchange rate of the yen against the currencies of Japan’s major trading partners;  

• the impact of the increase in the consumption tax rate, which was increased from 5% to 8% in April 2014 and is 

subject to a further increase to 10% in April 2017, and other planned or potential increases in personal income, 
social security and other taxes;  

• the European sovereign debt crisis and banking sector instability in Europe, particularly with respect to Greece;  
  

• the downgrade of the Japanese government’s debt rating by Moody’s Investors Service to A1 from Aa3 in 

December 2014, by Fitch Ratings to A from A+ in April 2015 and by Standard & Poor’s to A+ from AA- in 
September 2015;  

• the deterioration of political relations between Japan and China or any of Japan’s major trading partners;  

• volatility in oil prices; and  

• any deterioration in the world economy more generally, including volatility in China’s stock market and overall 

economic conditions in China, including slowdown in domestic demand; stagnation in advanced countries and 
uncertainty regarding the growth prospects of a number of emerging countries; the impact of international 
terrorism or geopolitical tensions; and the uncertain impact of the increase in U.S. interest rates announced in 
December 2015.  

If the Japanese economy and demand for logistics facilities deteriorate, there may be downward pressure on rents and 
property values of our properties, which would have a material adverse effect on our profitability and the value of our portfolio. Also, 
as the properties we seek to acquire include properties that will serve as key logistics hubs of foreign imports and exports, the tenant 
demand for such properties may be particularly susceptible to exchange rate fluctuations and the global economy. In addition, 
uncertain prospects of the overall global economy may lead many potential tenants to be conservative in their decision-making and 
discourage them from switching from other facilities to ours.  

Furthermore, any adverse conditions in the Japanese economy could adversely affect our access to debt or equity financing, 
making it more difficult for us to secure potentially necessary financing in the future, to acquire additional properties, or to carry out 
our expansion plans. For example, at the time of the global financial crisis following the turmoil in the subprime market in the United 
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States and the collapse of Lehman Brothers Holdings, Inc. and many of its affiliates in 2008, the Japanese economy was adversely 
affected and the J-REIT sector experienced extreme difficulties in securing necessary funds through debt or equity financing.  

Any of these or other factors arising out of adverse conditions in the Japanese economy, individually or in the aggregate, 
could have a material adverse effect on our properties, and in turn, on our business, financial condition or results of operations and 
result in decreases in our unit prices and the distributions that we can make on our units.  

Our strategy of investing in logistics facilities may entail risks uncommon to other J-REITs that invest in a broader range of real 

estate or real estate-related assets  

In addition to the performance of the Japanese economy overall, the performance of our portfolio may be materially 
affected by the performance of the Japanese logistics industry, including “consumer logistics”, which we define as the transporting of 
consumer goods and products from logistics facilities to consumers either directly or through retailers, and retail, e-commerce, 
manufacturing and transportation, as well as the extent to which Japanese companies choose to shift their production of goods and 
services overseas. Trends in these aspects of the Japanese economy may negatively affect the demand for logistics facilities in Japan. 
This decline in demand may reduce the revenue we can generate from our properties and thereby have a material adverse effect on our 
ability to achieve continuous growth in unitholder value.  

Our portfolio may also be particularly vulnerable to risks associated with our focus on logistics facilities. For instance, real 
estate surrounding our properties may be developed for uses such as residential housing, hospitals or schools. Such development may 
impede the operations of our tenants, who in turn may seek logistics facilities in other areas, resulting in reduced demand for our 
properties. Additionally, infrastructure changes, technological innovations in transportation and environmental regulations may alter 
the roles and relative importance of shipping methods, including ship, air, rail and trucking. Our concentration in logistics facilities 
further exposes us to competitive factors specifically affecting the logistics-related business, particularly to the extent existing logistics 
facilities become obsolete or if there exists overcapacity for facilities similar to ours. Furthermore, while we believe that prime 
logistics facilities are more versatile compared with other types of logistics facilities, if general tenant needs for logistics facilities 
change over time, then the demand for prime logistics facilities may decline as a result. If any of the above or similar cases occur, the 
resulting changes may reduce demand for our logistics facilities and have a material adverse effect on our business.  
  

We may not be able to acquire properties to execute our growth and investment strategy in a manner that is accretive to earnings, 

and the scope of the pipeline support provided by the Sponsor is limited to the provision of information at the Sponsor’s discretion  

We intend to leverage our strengths to acquire a portfolio mainly composed of prime logistics facilities located in the Tokyo 
and Osaka areas to produce stable net operating income and cash distributions to our unitholders and achieve steady increases in the 
value of our property portfolio over the medium to long term. “Prime logistics facilities” is a term we generally use to refer to logistics 
facilities that are located in areas well suited to logistics operations and have gross floor areas of approximately 16,500 m2 or more and 
high-functionality specifications. See “Prime Logistics Facilities”, “Our Business—Our Investment Objective” and “Our Business—
Our Investment Strategy”. Our ability to achieve profitable rental revenues and asset growth in order to increase unitholder value thus 
depends largely on our ability to identify and acquire such properties and retain tenants on favorable terms. Like other J-REITs, we 
may face increases in real estate values, as well as interest rates, making it difficult for us to continually identify suitable properties 
that can be purchased on acceptable terms. As a result, the rate of property acquisitions that we are able to complete may decline and 
slow the growth of our portfolio. In addition, our future acquisitions may have lower revenues or higher costs than we expect, which 
would lower the overall rate of return on our portfolio, and this decrease in revenue may, in turn, result in lower earnings available for 
distributions per unit, particularly if we fund the acquisition of such properties by issuing additional units.  

There are also limitations on the scope of the pipeline support provided by the Sponsor through the sponsor support 
agreement which it has entered into with the Asset Manager. The Sponsor has agreed, if deemed appropriate by the Sponsor, to 
provide the Asset Manager with information on the sale of certain properties in Japan that are owned or managed by Sponsor Funds. 
In addition, the Sponsor has agreed, if deemed appropriate by the Sponsor, to provide the Asset Manager with information on the sale 
of certain properties in Japan that are owned or managed by a third party. However, in either case, the determination of whether the 
provision of information is “appropriate” is at the discretion of the Sponsor. Such provisions are more limited in scope than the 
sponsor support agreements of certain other J-REITs which have preferential information, negotiation or other rights with respect to 
properties owned or managed by their sponsors. Accordingly, there can be no assurance that the Asset Manager will be able to obtain 
such information in all circumstances, or that we will successfully complete any acquisition based on such information, as there is no 
obligation for such funds or third parties to sell us the properties.  

In addition, there have recently been signs of overheating in certain sectors of the Japanese real estate market and we expect 
to face significant and intensifying competition from other real estate investors, including other J-REITs investing mainly in logistics 
facilities, in acquiring attractive properties. Our competitors may have greater financial resources and may be better positioned to 
acquire properties. These real estate investors could enjoy significant competitive advantages that result from, among other factors, a 
lower cost of capital or tolerance for lower returns, stronger industry relationships and enhanced operating efficiencies. In addition, the 
number of competitors entering the Japanese logistics facilities market has recently increased, in line with the increased demand for 
logistics facilities. This competition has resulted and may continue to result in increased prices paid for the properties, and as a result 
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we may not be able to acquire attractive properties on favorable terms in the future. Such factors may impede our ability to expand our 
property portfolio and thus may have a material adverse effect on our business, financial condition and results of operations, thereby 
decreasing the amounts available for cash distributions.  

Illiquidity in the real estate market may limit our ability to grow or adjust our portfolio  

Real estate investments can be illiquid, and we may be limited in our ability to purchase or sell properties promptly in order 
to grow or adjust our portfolio as we deem appropriate. As compared to other property types, logistics facilities are relatively illiquid 
due both to the fact that such facilities are more likely to be tailored to specific users or industries and the fact that the market for sale 
and leasing of such facilities is still in the early stages of development. In addition, properties held in the form of partial ownership 
interests, such as a form of co-ownership interest (kyōyū-mochibun), may be difficult to purchase or sell due to the difficulty in 
achieving consensus with other holders of such partial ownership interests. See “—Legal and Regulatory Risks—Some of our 
properties may be held in the form of a property or trust co-ownership interest, and our rights relating to such properties may be 
affected by the intentions of other owners”. If liquidity in the Japanese real estate market is not sufficient for us to acquire suitable 
properties on acceptable terms, or to sell properties promptly on acceptable terms in response to changes in the economy or our 
investment guidelines, our business, financial condition and results of operations could be materially adversely affected.  

The past experience of the Sponsor Group in the Japanese real estate market is not an indicator or guarantee of our future results  

The past experience of the Sponsor Group in the Japanese real estate market does not imply or guarantee any level of our 
future performance, especially since our business and that of the Asset Manager differ from the businesses operated by the Sponsor 
Group, which has no recent experience in operating a J-REIT after LaSalle Japan REIT Inc. merged with and into Japan Retail Fund 
Investment Corporation in March 2010. Moreover, although the Sponsor sponsored our formation and the formation of the Asset 
Manager and is the 100% shareholder of the Asset Manager, we and the Asset Manager are required by law to make independent 
investment decisions with respect to our portfolio. Our performance depends on our ability and that of the Asset Manager as well as 
future events and market conditions, which may be different from or inconsistent with those faced by other Sponsor Group companies 
in their businesses, including varying business strategies, different regulatory settings, different local and national economic 
circumstances, varying degrees of competition and varying circumstances pertaining to the real estate market. Therefore, the investors 
should not place undue reliance on the past experience of the Sponsor Group when evaluating the prospects of our future performance.  

Our reliance on the Sponsor and other Sponsor Group companies could have a material adverse effect on our business  

We will rely on the Sponsor and other Sponsor Group companies in a number of important ways, including the following:  

• The Sponsor has entered into a sponsor support agreement with the Asset Manager. Under this agreement, 

among other things, the Sponsor will:  

• if deemed appropriate by the Sponsor, provide the Asset Manager with information on the sale of 

certain logistics properties in Japan that are owned or managed by Sponsor Funds as well as 
information on the sale of certain logistics properties in Japan that are owned or managed by a third 
party (although, as discussed above, the scope of the pipeline support provided by the Sponsor under 
the sponsor support agreement is limited to such provision of information at the Sponsor’s 
discretion); and  

• provide certain additional support, such as warehousing services, human resources-related support 

and logistics market research, due diligence and logistics service support. See “The Sponsor Group 
and JLL—Sponsor Support Agreement and Trademark License Memorandum—Sponsor Support 
Agreement”.  

• We have entered into a trademark license memorandum with the Sponsor, pursuant to which we have been 

granted a non-exclusive, ordinary use license to six trademarks, including “LaSalle Investment Management” 
and “LOGIPORT”, without payment of a fee. See “The Sponsor Group and JLL—Sponsor Support Agreement 
and Trademark License Memorandum—Trademark License Memorandum”.  

• The Asset Manager will continue to rely significantly on the Sponsor to supply qualified personnel for the 

operation of our business. Most of the current management and personnel of the Asset Manager are secondees 
from the Sponsor. If we fail to maintain a strong relationship with the Sponsor, we may not be able to continue to 
retain such qualified personnel.  

The sponsor support agreement expires on January 6, 2018 and will be automatically renewed on such date and every two 
years thereafter unless otherwise notified to the other party. See “The Sponsor Group and JLL—Sponsor Support Agreement and 
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Trademark License Memorandum—Sponsor Support Agreement”. There can be no assurance, however, that the Sponsor will continue 
to renew such agreement and continue providing us with its support.  

If our or the Asset Manager’s relationship with the Sponsor, other Sponsor Group companies or JLL deteriorates or if the 
Sponsor otherwise ceases to provide support to us, including as a result of termination or breach of any of the above agreements or the 
Asset Manager ceasing to be a subsidiary of the Sponsor, there may be a material adverse effect on our business, financial condition 
and results of operations. In addition, we could suffer a significant loss if the Sponsor’s, other Sponsor Group companies’ or JLL’s 
business were to deteriorate or if the market reputation of the Sponsor, other Sponsor Group companies or JLL were to be damaged.  

There are potential conflicts of interest between us and certain Sponsor Group companies, including the Asset Manager, Sponsor 

Funds and other JLL Group companies  

The Asset Manager owes us fiduciary duties under the ITA and its asset management agreement with us. However, the fact 
that the Asset Manager is a wholly owned subsidiary of the Sponsor and that most of the members of its management team have been 
seconded from the Sponsor give rise to potential conflicts of interest in performing its obligations to us. Further, while the Asset 
Manager has various arrangements with the Sponsor Group companies pursuant to which they will provide support to us, none of 
these companies have any non-compete or similar obligations that would prevent them from pursuing their own interests in the 
logistics-related business in a manner that may conflict with our interests. In addition, the Sponsor and Jones Lang LaSalle Co-
Investment, Inc., a wholly owned subsidiary of JLL, will initially hold a minority interest of approximately 0.1% and 4.2% of our 
units, respectively, and will thus have some ability to influence all matters requiring unitholder approval. See “—Unitholders have 
limited control over changes in our investment policies”. Therefore, there may be conflicts of interest if the Sponsor’s or JLL’s 
interests are not aligned with those of our other unitholders. If the Asset Manager or any other Sponsor Group company acts or is 
caused to act in the interest of the Sponsor, other Sponsor Group companies or affiliates, other Sponsor Funds or other JLL Group 
companies in a manner compromising our interests or those of our other unitholders, there may be a material adverse effect on our 
business, financial condition and results of operations. Such conflicts of interest may include the following:  

• We may purchase properties from the Sponsor Group companies or Sponsor Funds in the future. See “The 

Sponsor Group and JLL”. In connection with such purchases, there may be conflicts of interest when the Asset 
Manager negotiates the purchase price and other terms with the Sponsor, any Sponsor Group company or 
Sponsor Fund, and the Asset Manager’s rules on related-party transactions may not be sufficient to prevent the 
Asset Manager from acting against our best interest. See “Asset Manager—Rules Regarding Related-party 
Transactions”.  

• There may be conflicts of interest if the Asset Manager seeks to enforce on our behalf any claims we or the Asset 

Manager may have against a Sponsor Group company or Sponsor Fund under various agreements. For example, 
the Asset Manager may need to enforce claims under the purchase agreements for the properties to be entered in 
the future if such properties later turn out to have defects. See “—Any property defect may adversely affect our 
financial condition and results of operations”. In addition, the Asset Manager may seek to enforce claims it may 
have for our benefit under the sponsor support agreement.  

• We may compete with certain other Sponsor Group companies or Sponsor Funds for property acquisition 

opportunities. There may be conflicts of interest for the Asset Manager when it competes on our behalf against 
such other Sponsor Group companies or Sponsor Funds. As a result, we may not be able or have the opportunity 
to acquire attractive properties that other Sponsor Group companies or Sponsor Funds also desire to purchase.  

• We may also compete with certain other Sponsor Group companies or Sponsor Funds for tenants. There may be 

conflicts of interest for the Asset Manager and any Sponsor Group company or Sponsor Fund, if any such 
Sponsor Group company becomes our property manager, when the Asset Manager and property manager 
compete for tenants on our behalf against other Sponsor Group companies or Sponsor Funds. As a result, we 
may fail to attract new tenants to our properties, if such tenants prefer the properties of other Sponsor Group 
companies or Sponsor Funds. See “—We face significant competition in seeking tenants and it may be difficult 
to find replacement tenants”.  

• In performing its obligations to us, the Asset Manager receives significant logistical and other support from the 

Sponsor Group companies under the sponsor support agreement, including logistics market research, due 
diligence and logistics service support, in addition to provision of information regarding potential sales of 
properties described above. These additional arrangements of support may aggravate the potential conflicts of 
interest.  

• Toshimitsu Fujiwara currently has fiduciary duties not only to us, as our executive director, but also to the Asset 

Manager, as its president and chief executive officer. While Mr. Fujiwara does not have a vested interest in the 
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Asset Manager, such facts could cause Mr. Fujiwara to manage us in ways that are advantageous to the Asset 
Manager but detrimental to us.  

Consistent with best practice in our industry, the Asset Manager has implemented policies and procedures for the effective 
management of conflicts of interest. See “Asset Manager—Rules Regarding Related-party Transactions”. However, despite these 
policies and procedures and vigilant monitoring, conflicts may still arise for the Asset Manager. We will have no recourse against the 
Sponsor if it pursues its own interests in developing, acquiring or operating logistics facilities in Japan in a manner that conflicts with 
our growth strategy. If any conflict of interest resulting in favorable treatment to the Sponsor, Sponsor Group companies or Sponsor 
Funds over our interests were to arise, or if we were to incur any reputational losses as a result, our business, financial condition and 
results of operations may be materially adversely affected.  

We face significant competition in seeking tenants and it may be difficult to find replacement tenants  

The properties we own may face future competition for tenants with other logistics facilities on the basis of a wide range of 
factors, including location, age, construction quality, maintenance and design. We will also compete for tenants on the basis of rent 
levels and other lease terms. This competition may create a number of risks for our business. Tenants may consider our competitors to 
have superior properties, and any of our future tenants may terminate or decide not to renew their leases with us in the future. As a 
result of these considerations, we may lose tenants to our competitors or have difficulty in renewing leases or renting properties with 
terms favorable or acceptable to us. An increase in the number of competing properties, particularly in close proximity to our 
properties, could increase competition for tenants, negatively affect the relative attractiveness of our properties and force us to reduce 
rents or incur additional costs in order to make our properties more attractive. If we are not able to consistently compete for tenants or 
if we are unable to find suitable replacement tenants, our occupancy rates may decline and we may have to take certain measures, such 
as lowering rent levels, in order to fill property vacancies. This in turn could have a material adverse effect on our business, financial 
condition and results of operations.  
  

 

Our properties may cater to a single tenant, making it difficult to find replacement tenants  

One property in our initial portfolio, LOGIPORT Nagareyama (A), currently caters to a single tenant, and we may acquire 
additional such properties in the future. If the single tenant were to terminate its lease or has difficulty in making rent payments, our 
business may be adversely affected. Moreover, if such lessee were to vacate the property, the pool of potential substitute lessees may 
be limited due to a number of factors typically applicable to logistics facilities that cater to a single tenant, including the specific use or 
configuration of the facility, creating the possibility of a prolonged period of vacancy. As a consequence, we may be forced to 
decrease the rent in order to secure a substitute lessee or incur significant refurbishment expenses to prepare a property for a new 
lessee, which may adversely affect our business, financial condition and results of operations.  

Increases in prevailing market interest rates, including as a result of the Bank of Japan’s additional monetary easing, could 

increase our interest expense and may result in a decline in the market price of our units  

Interest rates in Japan have remained historically low following downward adjustments by the Bank of Japan as a result of 
the global financial crisis in 2008. However, on April 4, 2013, the Bank of Japan announced the introduction of a major policy for 
quantitative and qualitative monetary easing. This policy included an inflation target to achieve price stability of 2% in terms of the 
year-on-year rate of change in the consumer price index in Japan. To achieve this inflation target, the Bank of Japan announced that it 
would double the yen monetary base as well as the amounts of outstanding Japanese government bonds and exchange-traded funds, or 
ETFs, on the Bank of Japan’s balance sheet and more than double the average remaining maturity of Japanese government bond 
purchases by the Bank of Japan. On September 4, 2014, the Bank of Japan announced its intention to continue purchasing Japanese 
government bonds so that the amount of such bonds outstanding would increase at an annual pace of ¥50 trillion and to continue 
purchasing ETFs and J-REIT units so that the amounts outstanding on the Bank of Japan’s balance sheet of such ETFs and J-REIT 
units would increase at an annual pace of approximately ¥1 trillion and ¥30 billion, respectively. On October 31, 2014, the Bank of 
Japan also announced its intention to continue purchasing Japanese government bonds so that their amount outstanding on the Bank of 
Japan’s balance sheet would increase at an annual pace of approximately ¥80 trillion and ETFs and J-REIT units so that their amounts 
outstanding on the Bank of Japan’s balance sheet would increase at an annual pace of approximately ¥3 trillion and ¥90 billion, 
respectively. The Bank of Japan further announced on December 18, 2015 that it will continue with this policy and also increase the 
maximum number of units it will purchase with respect to each J-REIT issuer. These initiatives may, among other factors, such as the 
downgrade of the Japanese government’s debt rating by Moody’s Investors Service to A1 from Aa3 in December 2014, by Fitch 
Ratings to A from A+ in April 2015 and by Standard & Poor’s to A+ from AA- in September 2015, increase market volatility and 
result in increased interest rates in Japan.  

Certain major countries have also engaged in dramatic monetary easing in recent years as an economic stimulus measure. 
The vast global monetary easing affecting the U.S. dollar, yen and euro could potentially result in rapid inflation, which the Bank of 
Japan or other central banks may not be able to control. This in turn could result in rapid and significant increases in interest rates, 
which could have an even more pronounced adverse effect on our financial condition and results of operations, as well as our ability to 
pay cash distributions on our units.  



 10  

In order to mitigate our exposure to interest rate volatility, we intend to attempt to use interest rate hedging arrangements 
that convert variable interest rates to fixed interest rates and to diversify our debt to include more long-term borrowings and corporate 
bonds with varying maturity dates. However, these measures may not be effective in reducing our exposure to interest rate fluctuations. 
For example, the counterparties to our hedging arrangements may not honor their obligations. Failure to effectively mitigate our 
exposure to interest rate volatility may have a material adverse effect on our financial condition and results of operations, as well as 
our ability to pay cash distributions on our units.  

In addition, we believe that investors consider the distribution yield on J-REIT units relative to market interest rates as an 
important factor in deciding whether to buy or sell J-REIT units. If market interest rates rise, prospective purchasers of J-REIT units 
may expect a higher distribution yield, and the market price of our units could decline if our distribution yields do not increase. Higher 
interest rates would not, however, result in more funds being available for us to distribute to our unitholders and, in fact, would likely 
increase our borrowing costs and might decrease our profits and our funds available for distribution.  
  

 

Seven of the eight properties in our initial portfolio each comprise over 10.0% of our initial portfolio by acquisition price, which 

could have an adverse effect on our business, financial condition and results of operations  

Seven of the eight properties in our initial portfolio, LOGIPORT Nagareyama (B), LOGIPORT Kitakashiwa, LOGIPORT 
Higashi Ogishima (C), LOGIPORT Sagamihara, LOGIPORT Hashimoto, LOGIPORT Higashi Ogishima (B) and LOGIPORT 
Higashi Ogishima (A), each account for over 10.0% of the total acquisition price of our initial portfolio. In addition, properties such as 
LOGIPORT Nagareyama (A) and (B) (which together account for 18.6% of the total acquisition price of our initial portfolio) as well 
as LOGIPORT Higashi Ogishima (A), (B) and (C) (which collectively account for 38.3% of the total acquisition price of our initial 
portfolio) are located in close proximity to each other. We therefore believe that our business, financial condition and results of 
operations would be adversely affected if any of the properties in our initial portfolio were materially damaged or destroyed, or the 
logistics-related business environment surrounding such properties were to materially change. Additionally, our business, financial 
condition and results of operations would be adversely affected if the key tenants at these properties experienced a downturn in their 
business, which may weaken their financial condition and result in their failure to make timely rental payments, defaulting under their 
leases or filing for bankruptcy.  

We may suffer large losses if any of our properties incurs damage from a natural or man-made disaster or in the event of an 

accident or disaster stemming from faulty installation or age-related deterioration  

Damage to any one or more of the properties in our portfolio, due to a natural disaster, such as a flood, earthquake or 
tsunami (including calamities as a result of any of the foregoing, such as land liquefaction), or due to a man-made disaster, such as a 
fire or accident, could adversely affect our business, financial condition and results of operations. For example, Japan is earthquake-
prone and has historically experienced numerous large earthquakes that have resulted in extensive property damage, such as the Great 
East Japan Earthquake in 2011, which resulted in a tsunami and leakage of radioactive material at the Fukushima nuclear power plants. 
Furthermore, our tenants or the infrastructure and access to our properties may be adversely affected by any natural disaster, causing 
our tenants to leave our properties or seek lower rent. Although we have obtained customary engineering and seismic risk reports to 
which we refer in the acquisition and management of our properties, these reports are highly speculative and subject to numerous 
assumptions that severely limit our ability to evaluate or mitigate these risks. Therefore, a large disaster may have a material adverse 
effect on any or all of our properties or tenants and, in turn, our business, financial condition and results of operations.  

In addition, we may be required to compensate our tenants (including their employees) or other third parties in the event of 
an accident or disaster at any of our properties stemming from any faulty installation or age-related deterioration, such as an elevator 
accident or water leakage, that results in injury, death or other damage to our tenants or other third parties.  

To the extent that it is reasonably available, we intend to carry casualty insurance covering all of our properties for many 
types of casualty losses with policy specifications and insured limits that we believe are adequate and appropriate under our current 
circumstances. In particular, we plan to consider obtaining earthquake insurance coverage only for properties with a “probable 
maximum loss” due to an earthquake, or PML, exceeding 15%, which we expect will not apply to any of the properties in our initial 
portfolio. Despite the availability of insurance, however, certain types of losses are partially or completely uninsurable, or are not 
generally insured against, because of restrictions under relevant laws or regulations or because insuring such losses is not 
economically feasible due to the policies of insurers and reinsurers. Examples of such losses include those resulting from intentional 
or grossly negligent violations of law, war or acts of terrorism and mismanagement. In addition, ordinary fire insurance policies do not 
cover damages caused by fires resulting from earthquakes. Should any of our properties suffer an uninsured loss or a loss in excess of 
insured limits, or if an insurance company delays or refuses payment for insured damage to a property, we could suffer a significant 
loss or lose our capital investment in such property as well as the anticipated future revenues from such property while remaining 
liable for any debt or other financial obligations related to such property. See “Appraisals and Engineering, Environmental and 
Seismic Reviews—Engineering, Environmental and Seismic Reviews—Seismic Reviews” for further discussion of seismic risk 
analysis. In addition, even if an insurance company makes full payment for insured damage to a property, we may be unable to fully 
restore the property to its previous state. Moreover, our reputation may suffer as a result of our inability to predict, prevent and 
manage losses due to a natural or man-made disaster. Such unexpected costs and damage to our reputation, including as a result of our 
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not obtaining earthquake insurance coverage for properties with a PML of 15% or less, may have a material adverse effect on our 
business, financial condition and results of operations.  
  

 

Any property defect may adversely affect our financial condition and results of operations  

The properties we own may have defective title, design, construction or other defects or problems that may require 
significant capital expenditures or repair or maintenance expenses, or may result in payment or other obligations to third parties, 
despite our due diligence investigations of these potential issues prior to our acquisition. For instance, the borders of a property may 
not be completely settled when we purchase it, potentially causing us to incur expenses resolving our property rights. Moreover, the 
engineering and other reports that we rely upon as part of our investigation of a property are subject to potential inaccuracies or 
deficiencies, because many of these property defects are difficult or impossible to ascertain due to the limitations inherent in the scope 
of the inspections, the technologies or techniques used therein and other factors. Any or all of these factors could give rise to 
significant expenses, which may, in turn, have a material adverse effect on our business, financial condition and results of operations.  

Moreover, statutory or negotiated representations and warranties made by the sellers of properties that we acquire may not 
protect us from liabilities arising from property defects. Although in most real property sales transactions in Japan, the seller owes 
statutory warranty obligations to the purchaser for any latent defects in the property, such statutory warranty obligations may be 
contractually waived by the purchaser. Furthermore, in addition to being subject to possible statutory or contractual limitations, our 
ability to enforce claims under representations and warranties may also be subject to contractual and statutory limitations, including 
limitations with respect to properties purchased from an insolvent owner. The seller’s financial condition, and the possibility that we 
may only be able to assert a claim against a limited liability special purpose entity with immaterial assets, which may have been 
dissolved and liquidated following the sale of its properties, may also limit our protection under statutory and contractual warranty 
obligations. Any of these factors could cause us to incur significant loss for property defects, which would have a material adverse 
effect on our business, financial condition and results of operations.  

In addition, any defects in a property may lower its value or make it difficult to dispose of such property as we deem 
appropriate. Even if we were able to sell such a property, there is a risk that the defects could result in potentially significant expenses, 
which could have a material adverse effect on our business, financial condition and results of operations. Furthermore, since we are 
deemed a licensed real estate dealer under applicable laws, our warranty obligations cannot be fully waived when we sell properties to 
buyers who are not licensed real estate dealers.  

In recent months, a number of Japanese engineering firms have admitted to falsifying data in installation reports for 
foundation piles in relation to construction projects and potentially performing faulty installations. At least one such engineering firm 
was involved in the installation of foundation piles at LOGIPORT Kitakashiwa and LOGIPORT Nagareyama (A), although an 
inspection conducted by a third-party engineering consulting company in December 2015 did not reveal any faulty installation of 
foundation piles at those two properties or any of the other initial properties. However, as of the date of this document, we have not 
confirmed and thus cannot guarantee that no engineering firm has falsified installation data or performed faulty installation of 
foundation piles in relation to the construction of any of the initial properties. If any engineering firm is revealed to have falsified 
installation data or performed faulty installation in relation to the construction of any of the initial properties, the value of our 
properties could decrease and we may also incur significant expenses as a result, which may have a material adverse effect on our 
business, financial condition and results of operations. In addition, if falsification of installation data or faulty installation of 
foundation piles is revealed to be much more prevalent in Japan, general confidence in Japan’s property market may be adversely 
affected, which in turn may adversely affect our business.  

Our initial portfolio contains certain properties located on reclaimed land, which is subject to unique risks, including land 

liquefaction  

Three of the eight properties we acquired in February 2016, LOGIPORT Higashi Ogishima (A), (B) and (C), are located on 
reclaimed land, and such properties may be affected by potential risks associated with the use of reclaimed land. Such risks include 
contamination caused by pollutants in the soil and filling used to construct reclaimed land, as well as flooding due to the high 
exposure of reclaimed land to tidal surges, rising sea waters and other calamities. These factors could also lead to building subsidence 
due to an increase in soil liquidity as well as an increased risk of damage in the event of an earthquake. If any of the properties were to 
suffer damage due to any of these factors, the value of such property would be adversely affected, which would have a material 
adverse effect on our business, financial condition and results of operations.  
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The properties in our initial portfolio are concentrated in the Tokyo area, and we may have additional property concentration in 

the Osaka area in the future  

Consistent with our policy of investing primarily in properties located in the Tokyo and Osaka areas, all of the eight 
properties in our initial portfolio are located in the Tokyo area, and we may have additional property concentration in the Osaka area 
in the future. Because of this geographic focus, our business is and will remain highly susceptible to circumstances and developments 
that may adversely impact the Tokyo or Osaka area or the environment affecting the logistics facilities industry in and around such 
areas, including natural disasters such as earthquakes, deterioration of the regional economy or real estate sector fundamentals and 
declines in population or average income. Due to our geographic concentration, any of the foregoing may have a material adverse 
effect on our business, financial condition and results of operations.  

Any inability to obtain financing for future acquisitions could adversely affect the growth of our portfolio  

Our ability to use our cash flow from operations to finance property acquisitions is severely limited, since we must 
distribute in excess of 90% of our distributable profit for each fiscal period to our unitholders in order to receive and maintain 
favorable tax status under the Special Taxation Measures Act.  

Therefore, we will depend on outside financing, including debt financing and funds obtained from additional equity 
offerings, for our property acquisitions. Our reliance on outside financing to expand our property portfolio creates potentially 
significant risks for our business and the value of our units, including the following:  

• Based on factors such as a negative assessment of our financial prospects by potential financing sources or 

adverse conditions in capital or other financial markets, any of our sources of external funding could cease to be 
available on terms satisfactory to us.  

• If we are unable to refinance our indebtedness, if so required, or are otherwise unable to obtain financing at times 

and on terms satisfactory to us or at all, we may be forced to abandon potential acquisitions or to sell assets on 
unattractive terms or at unfavorable times.  

• Restrictions on our activities under debt financing arrangements may prevent us from borrowing additional funds 

at the times or upon terms sufficiently favorable for property acquisitions, capital expenditures or general 
corporate purposes, or to refinance our indebtedness at maturity on terms as favorable as those of our original 
indebtedness. See “—Liquidity and other limitations on our activities under debt financing arrangements may 
adversely affect our business, financial condition and results of operations”.  

• We may lose acquisition opportunities to our competitors if our cost of capital increases as compared to that of 

our competitors, making us particularly vulnerable during times of economic downturn.  

• Our ability to access outside financing may be limited by our policy to make distributions in excess of our 

retained earnings.  

The failure to obtain financing for our future acquisitions could in turn have a material adverse effect on our business, 
financial condition and results of operations.  

Liquidity and other limitations on our activities under debt financing arrangements may adversely affect our business, financial 

condition and results of operations  

We may incur significant indebtedness to finance future acquisitions under credit facilities, further term loans or corporate 
bonds. The limitations imposed on us by any such credit facility, loan agreements or corporate bonds could have significant adverse 
consequences, including the following:  

• We may be subject to restrictive covenants in connection with any future indebtedness that may restrict our 

operations and limit our ability to make cash distributions to unitholders, to dispose of the properties or to 
acquire additional properties. Furthermore, we may violate restrictive covenants contained in the loan 
agreements we execute or terms of our corporate bonds, such as the maintenance of debt service coverage or 
loan-to-value, or LTV, ratios, which may entitle the lenders to require us to collateralize our properties or 
demand that the entire outstanding balance be paid.  
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• Our cash flow may be insufficient to meet our required principal and interest payments, which may trigger events 

of default that also entitle lenders to require us to collateralize our properties or demand that the entire balance be 
paid.  

While we currently do not intend to collateralize any of the properties in our portfolio, if we were to encumber any of our 
properties and were unable to meet interest or principal payments of such indebtedness, such properties could be foreclosed upon by 
or otherwise transferred to our lenders. Furthermore, we may be prevented from arranging debt financing quickly, or at all, due to 
applicable tax laws, which require that any lender of ours must be a certain qualified institutional investor as specified by such tax 
laws in order for us to maintain favorable tax treatment. Any or all of these factors could have a material adverse effect on our 
business, financial condition and results of operations.  

Our policy to make distributions to our unitholders in excess of our retained earnings is not commonly employed by other J-REITs 

and is thus still subject to uncertainties  

We seek to maximize returns to our unitholders by making distributions in excess of our retained earnings, but do so only if 
we believe that we can make such distributions while maintaining our financial soundness and retaining the cash necessary to maintain 
and improve the value of our portfolio under the circumstances. Specifically, we will aim to distribute on a regular basis an amount 
equal to approximately 30% of our depreciation expense for the immediately prior fiscal period as distributions in excess of our 
retained earnings. In addition, from time to time, we may also make additional distributions in excess of our retained earnings in order 
to “stabilize” the effects of certain events that result in a one-time decrease in distributions per unit, including financing events that 
typically result in the incurrence of one-time extraordinary costs, such as the issuance of new investment units or investment 
corporation bonds, entering into new borrowings or large scale repair expenditures. In such a case, we aim to make distributions in 
excess of our retained earnings in an amount up to approximately 40% of the amount of depreciation expense for the immediately 
prior fiscal period. Moreover, we will not make distributions in excess of our retained earnings if we determine that the payment 
would be inappropriate in light of a range of factors. For example, consistent with our distribution policy, we expect to make 
distributions in excess of our retained earnings only within an appropriate level for maintaining financial soundness and stability, after 
considering alternative uses of cash such as the execution of repair plans and capital expenditures, the repayment of borrowings and 
property acquisition opportunities. In addition, we may decide not to make any amount of distributions in excess of retained earnings 
based on a consideration of factors such as the macroeconomic environment and real estate market conditions as well as our portfolio 
and financial conditions. We will also not make distributions in excess of retained earnings that would cause our “appraisal LTV” to 
exceed 60%. See “Our Business—Distribution Policy”.  

While distributions in excess of earnings are common among real estate investment trusts in markets outside Japan, this 
policy continues to be relatively uncommon among J-REITs, although some J-REITs have recently made similar distributions. While 
we believe that the policy is in the best interests of our unitholders, because it is an unconventional policy, we may encounter 
unexpected adverse consequences. For example, equity investors in Japan may not view the policy favorably and our units may trade 
at a lower price than what would normally be the case, or our lenders or rating agencies may perceive us to be at a greater credit risk 
as a result of the policy. Furthermore, because the policy entails reduction in our capital, if we do not manage our cash effectively, we 
may not have sufficient cash for unexpected capital expenditures or acquisition of attractive properties when the acquisition 
opportunities arise. If we fail to accurately anticipate our capital expenditures or depreciation expense, there also may not be sufficient 
funds to make any distributions in excess of our retained earnings.  

In addition, any amendments to the standards set by the Investment Trusts Association, Japan, or the ITAJ, with respect to 
distributions in excess of retained earnings may prohibit or restrict us from making distributions in excess of our retained earnings in 
accordance with our current policy or at all over the short or long term.  

Any of the above factors could have a material adverse effect on our business, financial condition and results of operations, 
as well as on the price of our units and the distributions we can make on our units.  

A high LTV ratio may increase our exposure to changes in interest rates and have a material adverse effect on our results of 

operations  

We will seek to keep our LTV ratio at a conservative level and have set a non-binding upper limit of 60% in principle for 
the LTV ratio in order to facilitate stable financial conditions, and we intend to maintain the LTV ratio at or below approximately 50% 
under ordinary circumstances. See “Factors Expected to Affect Financial Condition and Results of Operations—Liquidity and Capital 
Resources—Funds for Financial Obligations and Other Cash Needs” and “Our Business—Financing Policies—LTV”. However, we 
may not necessarily be able to maintain our targeted LTV levels. For example, large transactions, such as a large acquisition or debt 
financing, could directly or indirectly increase our LTV ratio at any given time. An increase in our LTV ratio may increase our 
exposure to changes in interest rates, which in turn may adversely affect our results of operations. Furthermore, even if we maintain an 
LTV ratio within our targeted levels, macroeconomic factors or market conditions beyond our control could increase our exposure to 
changes in interest rates. Any such change may increase the volatility of the amount of cash distributions to our unitholders.  
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We may suffer impairment losses relating to our properties  

Pursuant to Japanese GAAP, we may from time to time be required to recognize impairment losses in relation to certain 
long-lived assets, including land and buildings, which will be recorded as charges to our income statement during the periods to which 
any such impairments relate. Because any such impairments would correspondingly reduce our net income and retained earnings for 
the period in which they occur, our cash distributions may be significantly reduced for any such period as a result of such impairment.  

The Tax Reform Act approved by the Diet on March 31, 2015, or the 2015 Tax Reform, includes provisions which will 
enable us to avoid the occurrence of possible additional taxable income due to the different treatment of impairment losses under 
Japanese GAAP and Japanese tax law, through making cash distributions in excess of retained earnings as defined in our articles of 
incorporation of an amount equivalent to the amount recognized as an increase in allowance for temporary difference adjustments, or 
ATDA. We plan to use the ATDA to avoid possible additional taxable income arising from the tax-accounting mismatches. However, 
depending on the amount of the impairment losses and the amount of ATDA we are able to recognize for the relevant period, we may 
not be able to fully offset such possible additional taxable income, which could result in reduced distributions for the relevant period.  

Decreases in tenant leasehold deposits and/or security deposits may increase our funding costs  

Consistent with industry practice in the real estate sector in Japan, we expect that the tenant leases of our properties 
generally will require the tenants to make tenant leasehold deposits and/or security deposits. We expect the trustees to receive deposits 
from tenants in connection with our initial portfolio, and we expect that a portion of these deposits for certain of the initial properties 
will be released to us by the trustees. We generally do not expect to be required to pay interest on these tenant leasehold and security 
deposits. While these deposits may reduce our cost of capital in relation to other borrowings for property acquisitions, if the size of 
these deposits relating to our properties decreases, or if we need to repay them more quickly than expected, we may be required to 
obtain funding at a higher effective cost of capital, thus having a material adverse effect on our portfolio returns.  

Our lack of control over operating costs may adversely affect our business  

Our operating costs, such as property and facility management fees, depreciation and property taxes, will be largely fixed. 
Our rental revenues, on the other hand, may decrease due to rising vacancy rates or decreased rents. Also, some of our operating costs, 
such as utility expenses, will not be fixed and may increase, and our tenants may not agree to pay any or all of these costs. 
Competitive conditions in the local rental market may limit our ability to increase rents to cover such operating cost increases while 
maintaining our occupancy rates. Any such decreases in rental revenues or increases in operating costs could thus have a material 
adverse effect on the profitability of our portfolio, thereby decreasing the amounts available for cash distributions and possibly the 
market price of our units.  

We may lose rental revenues in the event of lease terminations, decreased lease renewals, or the default of a tenant as a result of 

financial difficulty or insolvency, and are exposed to the risk of careless or imprudent management of properties by tenants  

If any of our tenants terminates its lease agreement during the term of the lease or fails to renew its lease agreement at the 
end of the term, our overall occupancy rate may fall, resulting in a decrease in expected revenues. Furthermore, we may be limited in 
protecting ourselves against such losses by contractual provisions that limit a tenant’s right to terminate, such as early termination 
penalties, if courts refuse to uphold such contractual provisions or limit their effect. In addition, although lease agreements for 
logistics facilities are typically long term in nature, such lease agreements often provide that the lease terms, including rent, will be 
subject to periodic review by the tenant. Moreover, tenants have a statutory right to demand the reduction of rent under certain 
circumstances, which may cause a reduction in rent or a refund of excess rent order by the court. Tenants may also seek the protection 
of bankruptcy laws, which could result in delays in the receipt of rent payments, our inability to collect rental income, delays in the 
termination of the tenant’s lease or a delay in our ability to re-let or sell the space. Moreover, the daily management of our properties 
will generally be in the hands of our tenants. Careless or imprudent management of our properties may result in a material adverse 
effect on the value of our properties.  

Master lease agreements expose us to certain risks  

The trustees of six of the eight properties in our initial portfolio have entered into “pass through” master lease arrangements 
in which the master lessee only pays us rent amounts paid by the various end-tenants and we may also enter into similar arrangements 
in the future. While such arrangements expose us primarily to the credit risk of the end-tenants, in the event that the master lessee 
becomes insolvent before transferring rent payments to us, we would be an unsecured creditor of the master lessee with respect to such 
rent payments. Thus, any insolvency of the master lessee at any of these properties may lead to losses, which could have a material 
adverse effect on our financial condition and results of operations.  

In addition, under a master lease agreement, if we give the master lessee a right to sublet the property in part or as a whole, 
we may not be able to choose end-tenants of the property or force tenants to leave. Moreover, in certain cases, we may also be 
required to assume the obligation of the master lessee to return tenant leasehold and security deposits to end-tenants.  
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Our cost of complying with regulations applicable to the properties we own could adversely affect the results of our operations  

Although we believe that the properties in our initial portfolio are substantially compliant with current requirements 
imposed by applicable administrative laws and local ordinances, the enactment of new or additional regulations, including those 
relating to building standards, disability access requirements and zoning restrictions, as well as environment-related regulations such 
as laws relating to soil contamination countermeasures, could force us to incur costs in modifying our properties to comply with any 
such regulations, or could prevent us from disposing of our properties or from making improvements to our properties without also 
incurring costs to make these modifications. The ultimate amount of these compliance costs is not currently ascertainable but, if 
significant, could have a material adverse effect on our business, financial condition and results of operations.  

Similarly, changes in laws and regulations that increase the potential liability for existing environmental conditions, tighten 
restrictions on discharges or other conditions, or affect development, construction and safety requirements may result in significant 
unanticipated expenditures that could have a material adverse effect on us. In addition, such new regulations or changes in laws and 
regulations may cause us to incur significant additional costs in making any improvements to the properties we own. Moreover, the 
tenants may use or administer such properties in ways that result in violations of laws and regulations. In such a case, the asset value 
of the relevant properties and our results of operations may be adversely affected. The ultimate amount of these compliance costs is 
not currently ascertainable but, if significant, could have a material adverse effect on our business, financial condition or results of 
operations.  

In addition, some of the properties we own are located in port areas subject to regulation by the Port Labor Act of Japan and 
other related laws and regulations and are also affected by certain business practices. For example, employers face constraints on the 
workers they may hire to work in subject facilities, and as a result, our tenants’ labor and other operational costs for subject facilities 
may be higher than for other facilities. We therefore cannot assure you that such port area regulations will not affect our tenants’ 
businesses, which could consequently have a material adverse effect on our business, financial condition and results of operations. In 
addition, a decision by any of our tenants not to hire port laborers may lead to a large-scale strike by port laborers, which could 
negatively affect the operations of our other tenants.  

We rely on expert appraisals and engineering, environmental and seismic reports, which are subject to significant uncertainties  

We obtain appraisals as well as engineering, environmental and seismic reports to assist us in determining whether to 
acquire properties and how to operate properties we own. However, these reports are not intended to be a representation as to the past, 
present or future value or engineering, environmental or seismic condition of the relevant property. Furthermore, different review 
methodologies or different sets of assumptions could affect the results of such reports and the conclusions drawn from them. Thus, 
different experts reviewing the same property could reach significantly different conclusions.  

Property appraisals are largely based on forward-looking information that is inherently speculative and difficult to verify, 
and the appraisal values provided to us may not reflect the prices that we could obtain upon the sale of the relevant property. The 
appraisal values of the properties provided to us represent the analysis and determination of the relevant appraiser based on his or her 
particular assumptions, estimations and judgments about the value of the properties appraised, which necessarily include subjective 
elements. Different sets of assumptions or different estimations and judgments could result in significantly different appraisal values 
for the same property. Thus, other qualified appraisers could reach materially different conclusions regarding the value of our 
properties. See “Appraisals and Engineering, Environmental and Seismic Reviews—Appraisals”.  

Although the engineering, environmental and seismic reports we have obtained for the properties acquired in February 2016 
have not revealed any liabilities that we believe will have a material adverse effect on our business, because such risks are often 
hidden or difficult to evaluate, the reports we have obtained may not meaningfully assess such risks. Furthermore, the reviews 
conducted in preparation of such reports typically have a more limited scope than similar reviews conducted in similar situations in 
other jurisdictions. If we were to discover any significant, unidentified engineering, environmental or seismic liabilities, the value of 
the affected property could fall, we may be required to incur additional costs and discharge of the liability could be time consuming. 
See “Appraisals and Engineering, Environmental and Seismic Reviews—Engineering, Environmental and Seismic Reviews”.  

In addition, in accordance with customary practice in Japan, we may from time to time disclose certain information relating 
to the PML of our properties based on reports we receive from third parties. PML percentages are based on complicated, highly 
speculative building engineering reports that include many subjective factors and are based on numerous assumptions. Neither we nor 
the Asset Manager are experts in earthquake risk and analysis, nor do we have the ability to assess or independently verify the analysis 
of PML percentages provided to us, and the uncertainties inherent in such reports limit the value to us. There is no assurance that a 
property’s PML will correspond to the actual loss suffered in the event of an earthquake. Therefore, the information contained in such 
reports should not be referred to or relied upon in making an investment decision. See “Appraisals and Engineering, Environmental 
and Seismic Reviews—Engineering, Environmental and Seismic Reviews—Seismic Reviews”.  
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We rely on industry and market data that are subject to significant uncertainties  

In addition to expert appraisals and engineering, environmental and seismic reports, we rely on certain market reports and 
industry and market data and analyses obtained from third-party industry sources, such as the Ministry of Internal Affairs and 
Communications, the Ministry of Economy, Trade and Industry, the Ministry of Land, Infrastructure, Transport and Tourism, the U.S. 
Census Bureau, the U.K. Office for National Statistics, The Brookings Institution and CBRE K.K., in order to make property 
investment and operating decisions. We generally do not independently verify the data or analyses obtained from these sources, and 
such data and analyses reflect the particular assumptions, estimates and judgments used by these sources at such times. Thus, there is 
no assurance that any industry and market data and analyses obtained from these sources are accurate evaluations of the relevant 
market conditions at the time we use them to make investment or operating decisions. If any of these data or analyses proves to be 
incorrect, misleading or incomplete, any decisions we make in reliance on such data or analyses expose us to potential risks. For 
example, we may be induced to make certain investments at prices that are too high, to sell certain other investments at prices that are 
too low or to miss favorable opportunities altogether. In addition, market reports and industry and market data with respect to logistics 
facilities are generally less available as compared to that for office or residential properties. As a result, we may not have the same 
access to market information as compared to J-REITs in property sectors other than logistics facilities.  

Buildings we own may violate earthquake resistance or other building codes, and any such buildings may collapse in even minor 

earthquakes or may be required to be strengthened or demolished by us at significant expense  

In Japan, architectural plans for buildings must be reviewed by either a licensed third-party engineering firm, an architect or 
local government for compliance with building codes, including earthquake resistance standards. The level of complexity of structural 
calculations makes it very difficult to retroactively audit the work of firms or local governments that performed the calculations when 
a building was originally designed and built. Any retroactive calculations must be based on original plans and volumes of supporting 
data, which may no longer exist, and can take months to complete and result in significant costs. Consequently, we intend to review 
properties for compliance with building codes, but we do not plan to have third parties verify that seismic risk calculations with 
respect to buildings we intend to acquire are in fact correct. Moreover, because the support structures of existing buildings can be 
hidden and are impossible to verify directly, fraud or mistakes in the construction or inspection phase may be impossible to 
subsequently detect.  

As a result, we cannot provide any assurance that any of the properties we acquire, including the properties that we acquired 
in February 2016, will not subsequently be discovered to have been built in violation of earthquake resistance and other building codes. 
If any of our buildings are non-compliant, they may collapse in even a minor earthquake, or we may be forced to spend large sums of 
money and dedicate significant management and other resources to strengthening, improving or destroying any such buildings. Any 
such non-compliance could result in liabilities for compensating victims, costs for strengthening, destroying or rebuilding properties 
and loss of rental revenues. Our reputation could also be severely damaged.  

Moreover, any party responsible for such frauds or mistakes in the construction of properties may subsequently become 
insolvent, and we may not be able to recover damages, requiring us to bear some or all of such expenses. Any or all of the foregoing 
could result in material adverse effects on our business, financial condition or results of operations.  

The environmental assessments of our properties made prior to our ownership may not uncover all environmental liabilities, and 

Japanese laws subject property owners to strict environmental liabilities  

Prior to our acquisition of a property, we intend to arrange for an environmental assessment of the property conducted by an 
independent engineering firm. See “Appraisals and Engineering, Environmental and Seismic Reviews”. These assessments will 
include an on-site visual inspection of the property, an examination of current and historical uses of the property, discussions with 
persons in charge of property management and a review of relevant historical documents. However, relative to other real estate 
property types, logistics facilities have a higher risk of incurring environment-related problems such as soil or groundwater problems 
due to the nature of their locations, and such assessments may not be adequate to identify all potential environmental problems, which 
can be hidden or otherwise impossible to detect without special expertise and equipment, or at all.  

Under the Soil Contamination Countermeasures Act of Japan, a current owner of real property may be held strictly liable 
for the removal or remediation of hazardous or toxic substances, such as lead, arsenic, trichloroethylene and dioxins, on or under such 
property, whether or not the current owner knew of or was responsible for the presence of such hazardous or toxic substances. We 
may also be held liable under other laws for the use of asbestos and polychlorinated biphenyls, or PCBs at any of our properties. In 
addition, the presence of hazardous or toxic substances, or the failure to properly remediate such substances, may have a material 
adverse effect on the owner’s ability to dispose of the real property or borrow using the real property as collateral. If we discover any 
environmental liabilities at our properties, the value of our properties could decrease, and we may be required to remediate the 
underlying hazard and discharge the related environmental liabilities at a substantial cost. As a result, there may be a material adverse 
effect on our business, financial condition or results of operations. In addition, when excessive moisture accumulates in buildings or 
on building materials and is not discovered or treated, mold growth may occur. Because of Japan’s climate, in which the summer 
months have relatively high levels of humidity, mold growth may become problematic. The presence of significant mold at any of our 
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properties could require us to undertake a costly remediation program to contain or remove the mold from the affected properties or 
expose us to liability and could have a material adverse effect on our business, financial condition and results of operations.  

We may also become liable if, directly or indirectly, a third party is injured or otherwise suffers a loss as a result of the 
presence of toxic substances on our properties, and in such a case it is unclear whether we can be indemnified by those who are 
actually responsible. In such event, unanticipated clean-up costs that we may incur, the adverse effect on the ability to sell properties, 
the likely adverse impact on our tenants affected by such substance, and the risk of prosecution by governmental authorities may 
materially adversely affect our business, financial condition and results of operations.  

We may incur additional costs due to preferential purchase rights, rights of first refusal or other similar rights held by lessees or 

tenants  

Lease agreements of properties may sometimes include certain preferential purchase rights or rights of first refusal which 
provide a lessee with a preferential or exclusive right to purchase the property in the event that the lessor or any other party attempts to 
sell ownership rights to, or create trust beneficiary interests in, the property. Lease agreements may also include a prohibition or 
limitations on sales of the properties without the tenants’ consent. If any of our lessees or tenants exercises preferential or exclusive 
purchase rights, rights of first refusal or other similar rights, it may require more time and expenses for us to complete our anticipated 
acquisitions or sales or it may cause our property to decrease in value, which may have an adverse effect on our business and results of 
operations.  
  

 

Entering into forward commitment contracts or contracts to purchase properties under development may expose us to contractual 

penalties and market risks  

We may enter into forward commitment contracts from time to time in relation to acquisitions of properties. A forward 
commitment contract in this context is defined as a purchase and sale agreement signed one month or more in advance of the actual 
date on which the purchase price is paid and the property is transferred to the purchaser, as well as certain other similar contracts. 
Under such contracts, in principle, the purchaser must indemnify the seller for losses in the event that the agreement is cancelled by 
the purchaser. In addition, some forward commitment contracts include a penalty provision under which a certain proportion of the 
sale price is charged to the purchaser in the event of cancellation by the purchaser. Our financial condition may therefore be adversely 
affected if we, as purchaser, are forced to cancel a forward commitment contract.  

We may also, to the extent we are permitted to do so by applicable laws and regulations, enter into purchase agreements or 
other arrangements with third parties to acquire properties under development or rights to acquire such properties upon completion. If 
we acquire any properties under development, we may assume certain completion risks with respect to such properties and may incur 
substantial unexpected costs to complete any such project. Additionally, by agreeing only to acquire a property upon completion, we 
may not receive anticipated revenues in a timely manner and we may incur unexpected costs if the project is delayed or terminated or 
the property is not delivered as completed.  

Since the above transactions allow for a period of time between signing and the time from which we are able to make use of 
the properties, we as a purchaser may be vulnerable to changes in market conditions and other factors. With respect to forward 
commitment contracts, such changes could affect our ability to obtain financing for the purchase on favorable terms, or at all. 
Additionally, we may lose any deposit we have made with respect to the property, may be liable to prospective tenants with whom we 
have already contracted or encounter difficulties in acquiring tenants for the new property, and may suffer unexpected administrative 
costs. Any such development could have a material adverse effect on our business, financial condition and results of operations.  

We may be exposed to regulatory and financial risks related to climate change  

Climate change is receiving increasing attention from scientists and legislators. The debate is ongoing as to the extent to 
which climate is changing, the potential causes of this change and its potential impacts. Some attribute climate change to increased 
levels of greenhouse gases, including carbon dioxide and methane, which has led to significant legislative and regulatory efforts to 
limit greenhouse gas emissions.  

Under Japanese law or regulations of local governments, owners of certain real estate properties may face obligations to 
report on or limit their emissions of greenhouse gases. Any such measures may force us to rebuild or repair our properties in order to 
reduce emissions or obtain emissions credits. Moreover, since the businesses of some of the tenants of logistics facilities rely heavily 
on trucking, if regulations regarding the emission of nitrogen oxides and particulates become stricter, our tenants could incur increased 
compliance costs and demand for logistics facilities could decline. We or any of our tenants may also face new requirements 
mandating a substantial reduction or regulation in greenhouse gas emissions and implementation of further measures under the Kyoto 
Protocol, which could have far-reaching and significant impacts on us and our tenants. Any such future laws and regulations could 
result in increased compliance costs or additional operating restrictions, and could have a material adverse effect on us or demand for 
our properties.  
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Our success depends on the performance of service providers to which we are required to assign various key functions  

Under the ITA, we are not permitted to have employees and must outsource substantially all of our activities to third parties. 
The activities that need to be outsourced include our investment and financing activities, the management and custody of our assets, 
and certain administrative functions. As a result, our business success depends on the performance of the service providers we engage 
to perform these functions and our ability to maintain our relationships with these parties.  

In particular, we will rely on the Asset Manager to achieve our business objectives. The Asset Manager will have broad 
discretion in carrying out its activities and will be the party primarily responsible for the formation and implementation of our business 
strategy, which includes our acquisition and financing activities, as well as the oversight of our day-to-day operations. The Asset 
Manager manages our assets, oversees property management for each property and directs numerous programs to be implemented by 
the property managers.  

In addition, we and the Asset Manager will rely on property managers for on-site property management to support us and 
the Asset Manager in coordinating the management of the properties in our portfolio. The Asset Manager will have discretion in 
carrying out property management and leasing activities, including the selection of property managers and tenants.  

Our reliance on third parties to conduct our business activities exposes us to potential risks. The Asset Manager, property 
managers, building maintenance companies, custodian and general administrator, transfer agent or other third-party service providers 
may not provide adequate services or may not remain in business. The termination provisions in our agreements with the Asset 
Manager and with our custodian and general administrator permit us to terminate their services only under limited circumstances. Also, 
as our portfolio continues to grow, the Asset Manager may face human resource constraints in managing our portfolio effectively. 
Even if a third party’s performance is favorable, that party may seek to terminate its agreement with us or may not renew its 
agreement with us at the end of its term. In such a case, we may not be able to appoint appropriate replacements on terms satisfactory 
to us in a timely manner or at all and our units could be delisted as a result.  

As a result of these risks, we may face difficulties in managing our properties and conducting our business.  

Our performance depends on the efforts of key personnel of the Asset Manager  

Our performance is dependent on the efforts of key personnel of the Asset Manager to make appropriate judgments and 
decisions regarding the operation of our business, including the formulation of strategies for implementing our business goals and the 
acquisition, management and disposal of properties. See “Asset Manager—Management of the Asset Manager”. We rely on the Asset 
Manager to retain directors and employees with relevant professional experience and knowledge in real estate and finance in order to 
continue to grow our business. However, competition for such highly skilled business personnel exists not only from other real estate 
companies, including J-REITs and other real estate investment funds, but also from investment and commercial banks. There can be 
no assurance that the Asset Manager will be successful in retaining sufficient numbers of appropriately qualified personnel to help 
manage and grow our business. Failure to retain qualified personnel could have a material adverse effect on our business, financial 
condition and results of operations.  

Unitholders have limited control over changes in our investment policies  

Amendment of the investment policies set forth in our articles of incorporation requires a vote of our unitholders. However, 
such investment policies are subject only to broad principles, and the manner in which we implement our investment objectives may 
be determined by our board of directors or delegated by our board of directors to the Asset Manager without a vote of our unitholders. 
Because of this broad authority, strategies for implementing our investment objectives may be changed without the vote of our 
unitholders in a way that could be inconsistent with the expectations of our unitholders. In addition, if any unitholder is successful in 
acquiring control over us, our investment objectives and business may be significantly modified from what is described in this 
document.  

J-REITs and their asset managers are subject to tight supervision by the regulatory authorities  

The Japanese regulatory authorities have implemented various measures to supervise J-REITs and their asset managers. For 
instance, the Japanese regulatory authorities have in the past taken actions on a number of occasions, including the issuance of 
administrative orders, against several J-REITs and their asset managers for corporate governance issues, such as the breach by an asset 
manager of its duty of care or other fiduciary duties owed to a J-REIT, as well as failure to take proper appraisal measures when 
arranging for a J-REIT to purchase properties owned by an asset manager’s group company, thus resulting in the properties being 
acquired by the J-REIT at unacceptably high prices.  

Although we believe our internal controls are adequate and that we are in material compliance with all applicable laws and 
regulations, we may in the future be the subject of regulatory investigations or orders, and such regulatory investigations or orders and 
their outcome, which may include rescission of our registration as an  
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investment corporation (tōshi hōjin) pursuant to the ITA, could have a material adverse effect on the market price of our units and our 
units could also be delisted as a result. In addition, in the event of any administrative order or other sanction being imposed by the 
Financial Services Agency of Japan or any other regulatory authority on us or the Asset Manager as a result of any inappropriate 
action taken with respect to its management of our assets, the Asset Manager’s management of our assets may also be adversely 
affected, and there may be harm to the reputation of both the Asset Manager and us.  

Taxation Risks  

Our failure to satisfy a complex series of requirements pursuant to Japanese tax regulations would disqualify us from certain 

taxation benefits and significantly reduce our cash distributions to our unitholders  

We intend to maintain our current favorable tax treatment available to J-REITs that comply with Japanese tax laws. Most 
importantly, we expect to be able to treat our cash distributions as a deductible expense from our taxable income, provided that we 
satisfy all the requirements for such treatment under Japanese tax laws and regulations. If we are unable to meet such requirements, 
some of which are very complex or difficult to interpret or apply, or if the relevant governmental agencies fail to interpret certain tax 
laws and regulations in a manner consistent with our interpretation, we will not be able to take advantage of this favorable tax 
treatment. In such a case, we would not be able to deduct our cash distributions from our taxable income as expenses. Instead, we 
would have to pay cash distributions after our taxable income has been subject to Japanese corporate income tax at a regular rate.  

Some of the significant tax requirements, all of which must be met to qualify for this favorable tax treatment, and the 
associated risks are as follows:  

• We must make cash distributions to our unitholders in each fiscal period in excess of 90% of our distributable 

profit, as defined in the Special Taxation Measures Act. Our articles of incorporation require that we make cash 
distributions for each fiscal period in excess of 90% of our distributable profit, as defined in the Special Taxation 
Measures Act, and the amount of cash distributions may be greater than the amount of profit  
(defined as net assets on the balance sheet minus the sum of total unitholders’ capital, retained earnings and 
valuation adjustments). However, our distributable profit, as defined in the Special Taxation Measures Act, may 
be higher than our retained earnings under Japanese GAAP, because, for example, corporate income tax 
expenses are not deductible as expenses for the purpose of determining distributable profit, as defined in the 
Special Taxation Measures Act, but are recognized as expenses for the purpose of determining our retained 
earnings as of the end of each fiscal period under Japanese GAAP. If our distributable profit, as defined in the 
Special Taxation Measures Act, is significantly higher than our retained earnings for any fiscal period, we may 
not be able to pay cash distributions from retained earnings in excess of 90% of our distributable profit, as 
defined in the Special Taxation Measures Act. Accordingly, it may be difficult to satisfy this requirement where 
a sizable amount of corporate income tax is assessed. Moreover, we may not be able to borrow funds or dispose 
of assets in order to generate the cash necessary to make up any such difference. In such a case, we may not be 
able to make cash distributions in an amount sufficient to maintain our favorable tax treatment. The 2015 Tax 
Reform includes provisions which enable us to also deduct reserve for temporary difference adjustments from 
the amount of distributable profit, and any surplus cash distributions in excess of retained earnings that is 
accounted as allowance for temporary difference adjustments would be treated as profits distributions and 
deductible for tax purposes. This treatment and deductibility applies to fiscal periods beginning on or after 
April 1, 2015.  

• Our largest unitholder and its affiliates must not collectively hold more than 50% of our outstanding units or 

voting rights. Under the ITA, we are not permitted to restrict the transfer of our units and therefore we have no 
control over the trading and ownership of our units or whether we satisfy this tax requirement. Furthermore, we 
may not be able to ascertain the identity of all of our unitholders or determine whether any of them are affiliates, 
rendering it difficult to accurately determine whether this tax requirement is being satisfied.  

• Our borrowings must be from certain qualified institutional investors as specified by the tax laws. If the Japanese 

tax authorities determine that our tenant leasehold or security deposits are loans, we would fail to satisfy this 
requirement.  

• Our units must be held only by qualified institutional investors or by 50 or more investors at the end of each 

fiscal period. As stated above, we have no control over the trading and ownership of our units. Hence, we have 
no control over whether we will satisfy this tax requirement.  
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If the Japanese tax authorities disagree with the interpretations of the Japanese tax laws and regulations we used for prior periods, 

we may be forced to pay additional taxes for those periods  

The Japanese tax authorities may from time to time investigate the basis of the determinations we make to satisfy relevant 
Japanese tax laws and regulations. If the tax authorities audit us and order us to retroactively change our determination related to the 
requirements for deductions for cash distributions, such deductions claimed in prior periods may be reclassified as taxable income in 
respect to the relevant prior period. In such a case, our tax burden would increase for the fiscal period in which we recognize this 
additional tax expense and force us to reduce the amounts of cash distributions to our unitholders for the fiscal period in which we 
recognize the additional tax expense or for subsequent periods.  

We may not be able to benefit from reductions in certain real estate taxes enjoyed by qualified J-REITs  

When we acquire properties, we may also benefit from reductions in real estate registration taxes and real estate acquisition 
taxes, provided that we comply with an additional series of tax requirements. However, if we are unable to meet any of these 
additional tax requirements, some of which are very complex or difficult to interpret or apply, or if the relevant governmental agencies 
fail to interpret certain tax laws and regulations in a manner consistent with our interpretation, we will not be able to take advantage of 
this favorable tax treatment.  

Changes in Japanese tax laws may significantly increase our tax burden  

The Japanese taxation system is subject to periodic revision and changes in interpretation, particularly with respect to recent 
reform measures designed to stimulate the overall economy in Japan. These and other factors could lead to unanticipated changes in 
the tax laws and regulations relating to J-REITs, or their interpretation by the relevant tax authorities, which may significantly increase 
our tax burden for any fiscal period and, consequently, force us to reduce the amounts of cash distributions to our unitholders.  

We expect to be treated as a “passive foreign investment company” for U.S. federal income tax purposes  

Based on our anticipated mode of operations, we expect to be treated as a “passive foreign investment company”, or PFIC, 
for U.S. federal income tax purposes. U.S. unitholders should therefore expect to be subject to the special disadvantageous U.S. 
federal income tax regime applicable to PFICs with respect to their ownership of the units, including increased tax liability on 
disposition gains and certain distributions and additional reporting requirements. We do not intend to determine whether we are a 
PFIC for any taxable year or assist investors in, or provide investors with any information to assist them in, making determinations 
with respect to our status under the PFIC rules. We also do not intend to provide U.S. unitholders with the information that they may 
require to make an election to treat us as a “Qualified Electing Fund” for U.S. federal income tax purposes.  

Unitholders may be subject to U.S. Foreign Account Tax Compliance Act (FATCA) withholding tax after 2018  

Legislation known as the United States Hiring Incentives to Restore Employment Act, or the HIRE Act, which included 
provisions referred to as the Foreign Account Tax Compliance Act, or FATCA, was passed in the United States on March 18, 2010. 
Under the HIRE Act and FATCA, unitholders and/or financial intermediaries through which units are held may be required to provide 
certain certification and information or be subject to a 30% withholding tax on payments they receive with respect to the units after 
December 31, 2018 to the extent such payments are treated as “foreign passthru payments” (a term not yet defined).  

The relevant rules under FATCA are still being developed and their application to us and the unitholders is uncertain at this 
time. Unitholders are urged to consult with their tax advisors regarding the application of FATCA to their investment in our units.  
  

 

Legal and Regulatory Risks  

Our ownership rights in some of our properties may be declared invalid or limited  

All of the properties we acquired in February 2016 are held in a trust structure under which the title to the property is 
registered in the name of the trustee. However, such registration of title does not guarantee absolute ownership under Japanese law. 
For example, if the former owner of a property we acquire subsequently becomes subject to bankruptcy, corporate reorganization or 
civil rehabilitation proceedings, we could face a claim for avoidance or fraudulent conveyance. If, for example, we acquired the 
property while the seller or a former owner was insolvent, or if as a result of the sale of the property to us, the seller becomes insolvent, 
we may be required to return the property or beneficiary interest in the property to the seller or a former owner without refund of the 
purchase price, or we may have to pay significant amounts to settle such claims. Further, if the former owner of a property we acquire 
was or becomes unable to pay its debts at the time of our acquisition of the property, the acquisition may be voided by the creditors of 
the former owner. We may also lose the beneficiary interest in a trust property if the seller or a former owner is found to have 
originally entrusted the property with a trustee to avoid having the property foreclosed by creditors. Although we do not believe that 
any of the properties we acquired in February 2016 are currently subject to significant risks of this type, these risks cannot be 
completely eliminated. As a result, future changes in the conditions of any former owners of the properties we own could jeopardize 
our ownership of the properties.  
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There is no title insurance available in Japan, which limits our ability to obtain protection from property ownership risks. 
Moreover, because the rights and obligations attached to some of our properties are complicated, in part because of the manner in 
which we acquire and hold our properties, our ownership rights in some of our properties may be declared invalid, or the rights held 
by third parties may limit our rights in the properties. For example, for tax reasons when we purchase a property we may seek to delay 
the date on which we apply for transfer of property rights to be transferred to us on the public real estate register. Although we will 
seek to take steps such as pre-registering the property rights in order to ensure priority in the real estate register, during this period of 
delay we may not be able to assert our ownership in the event that the seller becomes insolvent. Any of these circumstances could 
have a material adverse effect on our business, financial condition and results of operations.  

We may lose our rights in a property we own if the purchase of the property is recharacterized as a secured financing  

Depending on the underlying facts and circumstances surrounding the purchase of a property, the purchase may not be 
construed as a “true sale” under Japanese law and may be recharacterized as a secured financing. In such a case, the relevant property 
would be deemed to be an asset of the seller, and we would lose our ownership interest in the property. We would instead hold only a 
security interest in the property. Recharacterization could occur when the seller becomes insolvent by way of bankruptcy, corporate 
reorganization or civil rehabilitation proceedings. Under Japanese law, whether a purchase may be recharacterized as a secured 
financing is determined through a consideration of various factors, including, without limitation, the intention of the seller and 
purchaser, whether the seller recorded the purchased property on its balance sheet, whether the seller transferred the economic risk to 
the purchaser, and whether the seller and purchaser contracted a buy-back arrangement permitting the seller to reacquire the property. 
Although we have no reason to believe that the acquisition of any of the properties we acquired in February 2016 would be 
recharacterized as a secured financing, any such acquisition may be so recharacterized following a legal or regulatory proceeding.  

Our leasehold or subleasehold rights may be terminated or may not be asserted against a third party in some cases  

Under Japanese law, buildings and the underlying land upon which they are built can be owned independently of each other. 
For example, the owner of a building may only hold a leasehold interest in the underlying land. See “Regulation—Laws and 
Regulations Relating to Japanese Real Estate”. To the extent that we hold leasehold or subleasehold interests in the underlying land 
upon which the buildings are built, either individually or together, we may not be able to reclaim our deposit with the lessor of the 
underlying land if the lessor of the underlying land were to become insolvent, and we may, in any bankruptcy or other such 
proceeding, become an unsecured creditor with respect to leasehold and security deposits paid to the lessor.  

Leasehold interests may also be terminated in certain events. Further, if a leasehold interest is not perfected, it may not be 
asserted against third parties, including any new owner of the underlying land. In the future we expect to hold leasehold interests in a 
manner customary for the Japanese real estate market and intend to take appropriate measures to prevent such events from occurring, 
or to enable us to address such events should they occur; however, such events may still occur.  

Some of our properties may be held in the form of a property or trust co-ownership interest, and our rights relating to such 

properties may be affected by the intentions of other owners  

We may acquire an interest in some properties in the form of a property co-ownership interest (kyōyū-mochibun) with third 
parties in the future. Under Japanese law, a co-owner of a property has the right to sell its interest in the property without the consent 
of the other co-owners, unless there is an agreement between the co-owners that requires such consent or grants a right of first refusal. 
In general, a co-owner has the right to demand that such property be partitioned. Although special provisions may be included to 
contractually prohibit the exercise of such right of partition, such provisions are only valid for a period of five years. If a co-owner of 
one of our properties becomes subject to bankruptcy proceedings, corporate reorganization or civil rehabilitation proceedings, the 
trustees in the proceedings of such co-owner may have the right to demand that such property be partitioned. Although the other co-
owners of the property may, if so agreed, have a right of first refusal to purchase the ownership interests of the defaulting or selling 
co-owner, we may not be able to exercise such rights on favorable terms. In addition, a sale of our co-ownership interest under such 
circumstances may result in liquidation proceeds that are less than the appraisal value of the property or interests being sold, which 
would have an adverse effect on our business, financial condition and results of operations.  

A co-owner of a property may mortgage its interest in the property. However, such mortgage becomes applicable to the 
entire property when the co-owned property is partitioned. Accordingly, each of the co-owners in such case would be subject to such 
mortgage in proportion to its ownership interest. There is a risk that our interest in a property that was formerly owned through a co-
ownership interest and owned by us independently following a partition may be subject to a mortgage that was placed on it by another 
co-owner.  

Two of the properties in our initial portfolio, LOGIPORT Hashimoto and LOGIPORT Sagamihara, are held in the form of a 
trust co-ownership interest (jun kyōyū-mochibun), and we may hold additional trust co-ownership interests in the future. Risks 
associated with acquiring such interests are similar to those associated with property co-ownership interests. For example, a holder of 
a trust co-ownership interest may choose to dispose of such interest to a third party if it receives consent from the trustee, thus 
allowing for the possibility of having a co-owner that we would prefer not to have. In addition, unless there is an agreement among the 
holders of the trust co-ownership interests, there is a possibility that an owner may not be able to have its opinions reflected in the 
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instructions provided to the trustee pursuant to the trust agreement or that a holder of trust co-ownership interests may be liable for the 
full amount of liabilities to the trustee unpaid by other holders. Any such risks may have a material adverse effect on our business, 
financial condition and results of operations.  

We may hold interests in some properties through preferred shares of Japanese special purpose companies (tokutei mokuteki 

kaisha) in the future, and illiquidity in the market for such shares may limit our ability to sell our interest, and our rights relating 

to the properties held by such special purpose companies may be limited  

We may hold interests in some properties through preferred shares of Japanese special purpose companies (tokutei mokuteki 

kaisha) in the future. The market for the preferred shares of a tokutei mokuteki kaisha can be illiquid and not sufficient for us to sell 
promptly or on acceptable terms. In addition, distributions of a tokutei mokuteki kaisha may be treated as a deductible expense from 
taxable income, subject to certain requirements, some of which are complex or difficult to interpret or apply, and if the relevant 
governmental agencies fail to interpret certain tax laws and regulations in a manner consistent with the interpretation by the tokutei 

mokuteki kaisha, the tokutei mokuteki kaisha will not be able to take advantage of such favorable tax treatment and would have to pay 
distributions after the taxable income has been subject to Japanese corporate income tax at a regular rate, which would reduce the 
amount of distributions to us as the holder of the preferred shares. These factors could have a material adverse effect on our business, 
financial condition and results of operations.  

For properties held through preferred shares of a tokutei mokuteki kaisha, we, as a holder of preferred shares, will be subject 
to losses and risks related to the underlying properties as described in this “Risk Factors” section.  
  

 

We may hold interests in some properties through Japanese anonymous association (tokumei kumiai) agreements, and our rights 

relating to such properties may be limited  

We may hold Japanese anonymous association (tokumei kumiai) interests with respect to properties we acquire in the future. 
Under tokumei kumiai arrangements, a tokumei kumiai agreement is executed between a tokumei kumiai investor and a tokumei kumiai 
operator, which uses capital contributed by the tokumei kumiai investor to acquire properties or other assets subject to the tokumei 

kumiai agreement and manages and disposes of such properties or other assets pursuant to the terms of the agreement. Multiple 
investors may enter into separate but substantially equivalent tokumei kumiai agreements with the tokumei kumiai operator. The 
tokumei kumiai investors receive distributions from the property’s income or incur losses.  

There are certain risks associated with holding tokumei kumiai interests in properties, including the following:  

• In general, all of the capital contributed by investors in a tokumei kumiai, as well as all of the assets subject to a 

tokumei kumiai agreement, belong to the operator. The tokumei kumiai investors have no ultimate decision-
making power or ownership rights over the capital contributions or the assets owned by the operator under such 
agreements, except for the right to receive distributions and repayment of capital contributions. In addition, 
except for distributions of income or the incurring of losses under the tokumei kumiai agreement, the tokumei 

kumiai investors have no right to the property’s income or expenses. The tokumei kumiai investors may also be 
required to make additional capital contributions under certain conditions pursuant to such tokumei kumiai 
agreements.  

• Under the Commercial Code of Japan, in the event a tokumei kumiai investor becomes bankrupt, the tokumei 

kumiai agreement between such tokumei kumiai investor and the tokumei kumiai operator is automatically 
terminated and the tokumei kumiai operator must return the capital contribution to such tokumei kumiai investor. 
In general, because the tokumei kumiai operator is often a special purpose company with no assets other than the 
property acquired through the capital investments made pursuant to the tokumei kumiai agreement, depending on 
the timing, amount of capital and other factors, the tokumei kumiai operator may be forced to dispose of the 
property in order to raise the funds necessary to return the capital contribution of such tokumei kumiai investor. 
As a result, the other investors in the tokumei kumiai interests may receive reduced or no distributions or a 
reduced amount of original capital contribution when it is returned.  

• Even if we conclude that a tokumei kumiai agreement that we expect to enter into satisfies all the requirements 

for tokumei kumiai tax status under Japanese law, pursuant to which there is no taxation at the operator level, the 
relevant government authorities may disagree. In such a case, the operator may be taxed on the asset’s income, 
leaving a smaller amount available for the tokumei kumiai investors.  

Any or all of these factors could in turn have a material adverse effect on our business, financial condition and results of 
operations.  
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We own all of our properties through trust beneficiary interests and may suffer losses as a trust beneficiary  

All of the properties in our initial portfolio are in the form of beneficial interests in Japanese trusts that hold those properties 
as title holders. Although we have entered into various contractual arrangements to reduce trust-related risks, we may suffer certain 
trust-related liabilities and losses that would not arise if we had direct ownership of these properties, including liabilities to third 
parties arising from the disposition of a trust property, compensation of the trustee and property defects or losses due to unauthorized 
disposition or collateralization of a trust property by the trustee or the trustee’s insolvency. Investments in trust beneficiary interests in 
real estate also suffer from illiquidity similar to that of the underlying real estate. See  
“—Property and Business Risks—Illiquidity in the real estate market may limit our ability to grow or adjust our portfolio”.  
  

 

There are important differences regarding the rights of unitholders in a J-REIT compared to those of shareholders in a 

corporation  

Under the ITA and our articles of incorporation, unitholders who do not attend and exercise their voting rights at a general 
meeting of unitholders are deemed to be in agreement with proposals submitted at the meeting, except in cases where contrary 
proposals are also being submitted. Accordingly, unitholders who do not properly exercise their voting rights may have their votes 
counted in favor of the proposals submitted at the meeting, regardless of their wishes.  

Additionally, under the ITA, the rights of our unitholders and management are different from what might be expected in a 
non-J-REIT corporation. For instance, our financial statements which contain statements regarding our cash distributions will be 
approved solely by our board of directors without unitholder approval. As such, a general meeting of our unitholders may not 
necessarily be held every fiscal period.  

The AIFMD may negatively affect our ability to market our units in the EEA and increase our compliance costs associated with 

marketing of our units in the EEA  

The AIFMD, which was adopted on June 8, 2011 and was required to be implemented by each Member State of the EEA, 
or a Member State, into its national legislation by July 22, 2013, seeks to regulate managers of alternative investment funds located in 
the EEA and the marketing of funds by non-EEA alternative investment fund managers, or non-EEA AIFMs, in the EEA. Under the 
AIFMD, we qualify as an alternative investment fund, and the Asset Manager qualifies as a non-EEA AIFM. 

The AIFMD initially allows the marketing of non-EEA alternative investment funds, such as us, by its investment manager 
or its agent under national private placement regimes of individual Member States, and subject to any additional conditions imposed 
by national laws. As of the date of this document, we have made a notification to each of the Netherlands Authority for the Financial 
Markets and the United Kingdom Financial Conduct Authority pursuant to Article 42 of the AIFMD in order to market our units under 
their respective national private placement regimes, and we currently do not intend to market (within the meaning given to the term 
“marketing” under the AIFMD) our units in any other Member States. Moreover, in the period between 2015 and 2018, it is expected 
that Member States may introduce a “passporting regime” applicable to non-EEA AIFMs, under which we may become subject to 
different and additional marketing restrictions and disclosure requirements.  

Accordingly, the restrictions and requirements under the current national private placement regimes and under any future 
passporting regime may adversely affect our ability to market our units to EEA investors in connection with any future offerings. Any 
limitations on our ability to market our units to and raise capital from EEA investors may have an adverse effect on the range of 
investment strategies that we are able to pursue. Furthermore, any of the foregoing regimes may materially increase our compliance 
costs associated with the marketing of our units in the EEA through the imposition of additional disclosure, reporting and transparency 
obligations, among other things. See “Purchase and Sale—Selling Restrictions—European Economic Area”.  

Our units may be deemed to constitute “plan assets” for ERISA purposes, which may lead to the rescission of certain transactions, 

tax or fiduciary liability and our being held in violation of ERISA requirements  

It is not clear that we would qualify for one of the exceptions to the application of the ERISA Plan Asset Regulation 
promulgated by the U.S. Department of Labor under the U.S. Employee Retirement Income Security Act, as amended, or ERISA, 
such as the “operating company” exception, or the real estate operating company, or REOC, exception. Furthermore, we are unable to 
ensure that we qualify for the exception to the ERISA Plan Asset Regulation that would exist if less than 25% of the total value of our 
units were held by entities subject to ERISA. As a result, it is possible that our assets will be deemed to constitute “plan assets” for 
ERISA purposes. If our assets are deemed to constitute “plan assets” for ERISA purposes, (i) certain transactions that we might enter 
into, or may have entered into, in the ordinary course of our business might have to be rescinded and may give rise to certain excise 
taxes and fiduciary liability under ERISA and Section 4975 of the U.S. Internal Revenue Code of 1986, as amended, or the Code; 
(ii) our management, as well as various providers of fiduciary or other services to us (including the Asset Manager), and any other 
parties with authority or control with respect to us, may be considered fiduciaries or otherwise parties in interest or disqualified 
persons for ERISA purposes; (iii) a fiduciary of certain retirement plans subject to ERISA would not be protected from “co-fiduciary 
liability” resulting from our decisions; and (iv) our holding the indicia of ownership of such deemed plan assets outside the United 
States and thus, outside the jurisdiction of the U.S. district courts, would be in violation of certain ERISA requirements.  



 24  

Accordingly, prospective investors that are (i) “employee benefit plans” (within the meaning of Section 3(3) of ERISA), 
which are subject to Title I of ERISA, (ii) “plans” defined in Section 4975 of the Code, which are subject to Section 4975  
(including “Keogh” plans and “individual retirement accounts”) or (iii) entities whose underlying assets include plan assets by 
operation of the ERISA Plan Asset Regulation, as described above (e.g., an entity of which 25% or more of the total value of any class 
of equity interests is held by “benefit plan investors”) should consult with their own legal, tax, financial and other advisors prior to 
investing to review these implications in light of such investor’s particular circumstances. The sale of new units to any plan is in no 
respect a representation by us or any other person associated with the offering of new units that such an investment meets all relevant 
legal requirements with respect to investments by plans generally or any particular plan, or that such an investment is appropriate for 
plans generally or any particular plan.  
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FINANCIAL DATA FOR CERTAIN OF THE INITIAL PROPERTIES 

Overview  

We were incorporated as an investment corporation (tōshi hōjin) in Japan under the ITA on October 9, 2015.  

We have no historical financial statements because we were only recently incorporated and have no operational history. 
Further, we have not prepared any pro forma combined financial statements for the properties in our initial portfolio. The financial 
data presented in this section for the properties in our initial portfolio are based upon information we obtained from the Sponsor Funds 
that previously owned the interests with respect to each such property, as indicated below.  

The financial data are presented on a property-by-property basis, and have not been prepared in accordance with Japanese 
GAAP. The financial data have not been audited, and contain substantially less detail than would be contained in audited financial 
statements, the notes thereto, supporting schedules, related financial disclosures and an MD&A. Additionally, the financial data 
presented below may not reveal matters of significance to an investor regarding the properties acquired in February 2016 that would 
have been revealed if audited historical financial statements and accompanying MD&A were included herein on a consolidated or 
property-by-property basis. Accordingly, investors should not place undue reliance on the following financial data. See “Risk 
Factors—Property and Business Risks—We have no operating history or track record, and this document contains limited unaudited 
financial data regarding our initial portfolio, making it difficult to evaluate our prospects and future financial results”. Due to the 
incomplete nature of the financial data, different expenses and allocation of expenses and other limitations discussed below, investors 
should not attempt to consolidate or compare the following information, as it will not generate an accurate presentation of the financial 
history of the properties acquired in February 2016 or provide an appropriate basis to evaluate our consolidated business prospects. 
We do not intend and we disclaim any duty or obligation to update or revise the financial data presented below to reflect new 
information, future events or otherwise.  

In particular, we note the following significant limitations with respect to the unaudited financial data we present below:  

• Lack of availability of any financial data for certain periods. We have historical financial data with respect to the 

eight properties only for limited periods as further described below. The prior owners of the interests from which 
we were able to receive financial data sold seven of the eight properties in September 2015 and the other 
property in September 2014, and thus no financial data are available after June 30, 2015, the end of the most 
recently completed fiscal period. To the extent possible, we have presented financial data with respect to the 
three years and six months ended June 30, 2015, but six of the eight properties lack complete financial data for 
such periods, and even where we do have financial data, it is in many cases only with respect to a portion of the 
relevant period. Specifically:  

• LOGIPORT Hashimoto. Construction of this property was completed on January 9, 2015. 

Accordingly, no financial data exist for the three years ended December 31, 2014, and the financial 
data for the six months ended June 30, 2015 reflect only 173 operating days with respect to revenues, 
but all six months with respect to expenses (expenses before completion generally consisting of 
property-related taxes on the land).  

• LOGIPORT Sagamihara. Construction of this property was completed on August 16, 2013. 

Accordingly, no financial data exist for the 12 months ended December 31, 2012, and the financial 
data for the 12 months ended December 31, 2013 reflect only 138 operating days with respect to 
revenues, and five months with respect to expenses (expenses before completion generally consisting 
of property-related taxes on the land). The Sponsor Fund from which we received this property’s 
financial data sold the property to a third party on September 19, 2014, so we do not have any 
financial data from such date, and the financial data for the 12 months ended December 31, 2014 thus 
reflect only 261 operating days.  

• LOGIPORT Kitakashiwa. Construction of this property was completed on October 11, 2012. 

Accordingly, the financial data for the 12 months ended December 31, 2012 reflect only 82 operating 
days with respect to revenues, and three months with respect to expenses (expenses before completion 
generally consisting of property-related taxes on the land).  

• LOGIPORT Higashi Ogishima (A), (B) and (C). Although these properties were in operation for the 

entire three years and six months ended June 30, 2015, the Sponsor Fund from which we received 
their financial data acquired them on July 25, 2014. Accordingly, we do not have any financial data 
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for the two years ended December 31, 2013, and the financial data for the 12 months ended December 
31, 2014 reflect only 160 operating days.  

• Certain property-related taxes not reflected. As described in further detail in the notes to the tables below, 

property-related taxes for certain periods for some of the properties do not reflect the full amount of property-
related taxes that would have otherwise been incurred because such property-related taxes were capitalized.  

• Financial data for newly constructed property may not reflect “stabilized” performance. It may take a certain 

period of time for newly constructed properties to reach “stabilized” levels of occupancy rates and rent levels, and 
thus during such time financial data may not be representative of the property’s future performance. In particular, 
we do not believe that any of the financial data provided below for LOGIPORT Hashimoto, which was completed 
on January 9, 2015, or LOGIPORT Sagamihara, which was completed on August 16, 2013, reflect “stabilized” 
performance. In addition, we do not believe the financial data through the 12 months ended December 31, 2014 for 
LOGIPORT Kitakashiwa, which was completed on October 11, 2012, reflect “stabilized” performance.  

• Different expenses. Property and facility management fees, as well as certain other expense items, vary among 

properties and property owners, and are also expected to change after our acquisition.  

• Different allocations of expenses. During the periods covered, LOGIPORT Nagareyama (A) and (B), were 

owned by a succession of two Sponsor Funds. Both Sponsor Funds aggregated certain expenses for both 
LOGIPORT Nagareyama (A) and (B), and thus the financial data do not reflect certain expenses in the way that 
we will incur such expenses for the two properties.  

• Absence of trustee fees. While all of the eight properties we acquired in February 2016 are held through trust 

structures, thus resulting in trustee fees, three of the properties were held directly during certain of the periods 
covered by the financial data. Accordingly, we have not included trustee fees in the calculation of net operating 
income for any of the properties.  

Financial Data  

The following tables show certain financial data with respect to each of the eight properties in our initial portfolio:  
  

    
12 months ended December 31, 2012  

  

        
Operating expenses  

        

Property number 
  

Property name 
  

Number of 

operating 

days shown 
  

Operating 

revenues  
  

Property-related 

taxes  
  

Repairs and 

maintenance 

expenses  
  

Utility 

expenses  
  

Property and 

facility 

management 

fees  
  

Leasing-related 

expenses  
  

Insurance 

expenses  
  

Other 

expenses  
  

Net operating 

income(1)  
  

Depreciation  
  

Net operating 

income after 

depreciation(1)  
  

    (in thousands, except days) 
Tokyo-1 LOGIPORT 

Hashimoto(2) .............  —   —   —   —   —   —   —   —   —   —   —   —  

Tokyo-2 LOGIPORT 
Sagamihara(2)............  —   —   —   —   —   —   —   —   —   —   —   —  

Tokyo-3 LOGIPORT 
Kitakashiwa(3) ..........  82  ¥ 98,687  ¥ 15,110(4) ¥14,106  ¥ 6,575   ¥ 1,200   ¥ 57,693  ¥ 6,895   ¥ 114   ¥ (3,007) ¥ 88,776  ¥ (91,784) 

Tokyo-4 LOGIPORT 
Nagareyama (A).......  366   —(5)  —(5)  —(5)  —(5)  —(5)  —(5)  —(5)  — (5)  158,332   35,093   123,239  

Tokyo-5 LOGIPORT 
Nagareyama (B) .......  366   1,321,949   110,194   70,653(5) 106,512(5)  8,400(5)  15,321(5)  24,737(5)  2,289 (5)  983,839   237,690   746,149  

Tokyo-6 LOGIPORT 
Higashi  
Ogishima (A)(6) ........  —   —   —   —   —   —   —   —   —   —   —   —  

Tokyo-7 LOGIPORT 
Higashi  
Ogishima (B) (6) ........  —   —   —   —   —   —   —   —   —   —   —   —  

Tokyo-8 LOGIPORT 
Higashi  
Ogishima (C) (6) ........  —   —   —   —   —   —   —   —   —   —   —   —  

  
Notes:  
(1) As direct ownership and ownership through trust beneficiary interests are comingled in the available financial information, we have not 

included trustee fees in the calculation of net operating income.  
(2) LOGIPORT Hashimoto and LOGIPORT Sagamihara were not in operation during this period.  
(3) As LOGIPORT Kitakashiwa was completed on October 11, 2012, amounts reflect 82 days of operation with respect to revenues, and three 

months with respect to expenses (expenses before completion generally consisting of property-related taxes on the land). Such number of 
operating days represents the construction date of the main building as described in the property registry, and may differ from the number of 
days actually covered under applicable leases.  
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(4) As LOGIPORT Kitakashiwa was completed on October 11, 2012, property-related taxes for this period are only with respect to the land.  
(5) We have not received permission from the tenant of LOGIPORT Nagareyama (A) to disclose operating revenues or property-related taxes. Repairs and 

maintenance expenses, utility expenses, property and facility management fees, leasing-related expenses, insurance expenses and other expenses could 
not be properly allocated between LOGIPORT Nagareyama (A) and (B). The amounts shown for LOGIPORT Nagareyama (B) for such items reflect 
the total with respect to both properties.  

(6) We have not received the financial information of LOGIPORT Higashi Ogishima (A), (B) or (C) with respect to this period.  

  

    
12 months ended December 31, 2013  

  

        
Operating expenses  

        

Property number 
  

Property name 
  

Number of 

operating 

days shown  
  

Operating 

revenues  
  

Property-related 

taxes  
  

Repairs and 

maintenance 

expenses  
  

Utility 

expenses  
  

Property and 

facility 

management 

fees  
  

Leasing-related 

expenses  
  

Insurance 

expenses  
  

Other 

expenses  
  

Net operating 

income(1)  
  

Depreciation 
  

Net operating 

income after 

depreciation(1) 
  

    (in thousands, except days) 
Tokyo-1 LOGIPORT 

Hashimoto(2) ..............  —  —   —   —   —   —   —   —   —   —   —   —  

Tokyo-2 LOGIPORT 
Sagamihara(3) .............  138 ¥ 239,000 ¥ 28,572(4) ¥35,737  ¥ 13,058  ¥ 3,550   ¥100,056  ¥ 15,517  ¥ 3,712   ¥ 38,794  ¥ 249,024  ¥(210,230 ) 

Tokyo-3 LOGIPORT 
Kitakashiwa(5) ...........  365  878,872  117,602(6)  71,022   109,183   5,399   38,640   18,656   1,293   517,073(6)  367,848(6)  149,224(6) 

Tokyo-4 LOGIPORT 
Nagareyama (A)(5) ....  365  —(7)  —(7)   —(7)  — (7)  — (7)  —(7)  —(7)  —(7)  161,667(6)  44,839(6)  116,827(6) 

Tokyo-5 LOGIPORT 
Nagareyama (B)(5) .....  365 1,273,924  87,596(6)  53,065(7)  129,305 (7)  8,399 (7)  6,119(7)  34,011(7)  2,656(7)  952,768(6)  302,983(6)  649,785(6) 

Tokyo-6 LOGIPORT Higashi 
Ogishima (A)(8) .........  —  —   —   —   —   —   —   —   —   —   —   —  

Tokyo-7 LOGIPORT Higashi 
Ogishima (B)(8)..........  —  —   —   —   —   —   —   —   —   —   —   —  

Tokyo-8 LOGIPORT Higashi 
Ogishima (C)(8)..........  —  —   —   —   —   —   —   —   —   —   —   —  

  

Notes:  
(1) As direct ownership and ownership through trust beneficiary interests are comingled in the available financial information, we have not 

included trustee fees in the calculation of net operating income.  
(2) LOGIPORT Hashimoto was not in operation during this period.  
(3) As LOGIPORT Sagamihara was completed on August 16, 2013, amounts reflect 138 days of operation with respect to revenues, and five 

months with respect to expenses (expenses before completion generally consisting of property-related taxes on the land). Such number of 
operating days represents the construction date of the main building as described in the property registry, and may differ from the number of 
days actually covered under applicable leases. Additionally, amounts are with respect to the entire property, not the 51% trust co-ownership 
interest we acquired in February 2016.  

(4) As LOGIPORT Sagamihara was completed on August 16, 2013, property-related taxes for this period are only with respect to the land.  
(5) While we have received financial information with respect to the entire year in the aggregate, LOGIPORT Kitakashiwa and LOGIPORT 

Nagareyama (A) and (B) were sold from one Sponsor Fund to another on October 21, 2013. Financial information with respect to the period 
before such sale relates to the seller’s ownership and operation, while financial information with respect to the period after such sale relates to 
the purchaser’s ownership and operation.  

(6) Property-related taxes for LOGIPORT Kitakashiwa and LOGIPORT Nagareyama (A) and (B) attributable to the period from October 21, 
2013 to December 31, 2013 were capitalized and subject to depreciation by the purchaser. The amounts shown above for such properties 
reflect property-related taxes attributable to the period from January 1, 2013 through October 20, 2013. Additionally, the depreciation amount 
shown above for such properties corresponds to 13 months of depreciation, as the seller and purchaser both recognized depreciation for 
October.  

(7) We have not received permission from the tenant of LOGIPORT Nagareyama (A) to disclose operating revenues or property-related taxes. 
Repairs and maintenance expenses, utility expenses, property and facility management fees, leasing-related expenses, insurance expenses and 
other expenses could not be properly allocated between LOGIPORT Nagareyama (A) and (B). The amounts shown for LOGIPORT 
Nagareyama (B) for such items reflect the total with respect to both properties.  

(8) We have not received the financial information of LOGIPORT Higashi Ogishima (A), (B) or (C) with respect to this period.  
  

    
12 months ended December 31, 2014  

  

        
Operating expenses  

        

Property number 
  

Property name 
  

Number of 

operating 

days shown  
  

Operating 

revenues  
  

Property-related 

taxes  
  

Repairs and 

maintenance 

expenses  
  

Utility 

expenses  
  

Property and 

facility 

management 

fees  
  

Leasing- 

related 

expenses  
  

Insurance 

expenses  
  

Other 

expenses  
  

Net operating 

income(1)  
  

Depreciation  
  

Net operating 

income after 

depreciation(1) 
  

    (in thousands, except days) 
Tokyo-1 LOGIPORT 

Hashimoto(2) ........................ —   —   —   —   —   —   —   —   —   —   —   —  

Tokyo-2 LOGIPORT 
Sagamihara(3) ....................... 261  ¥ 719,122  ¥ 171,924  ¥ 80,666  ¥ 95,806  ¥ 9,478   ¥73,605  ¥ 35,757  ¥27,580  ¥ 224,301  ¥ 448,244  ¥ (223,943) 

Tokyo-3 LOGIPORT 
Kitakashiwa ......................... 365   1,390,680   145,688   73,460   135,048   5,399   4,149   2,134   984   1,023,816   287,744   736,071  

Tokyo-4 LOGIPORT 
Nagareyama (A) .................. 365   —(4)  — (4)  —(4)  —(4)  —(4)  —(4)  —(4)  — (4)  158,634   62,423   96,210  

Tokyo-5 LOGIPORT 
Nagareyama (B) .................. 365   1,433,461   108,554   62,106(4)  133,600(4)  8,399(4)  750(4)  2,134(4)  552 (4)  1,117,362   421,266   696,096  

Tokyo-6 LOGIPORT 
Higashi  
Ogishima (A)(5) ................... 160   508,820   — (6)  21,795   17,846   13,068   7,694   1,331   316   446,767   153,412 (6)  293,355  

Tokyo-7 LOGIPORT 
Higashi  
Ogishima (B)(5).................... 160   515,071   — (6)  24,697   27,975   14,284   20,315   1,331   22   426,444   176,089 (6)  250,354  

Tokyo-8 LOGIPORT 
Higashi  
Ogishima (C)(5).................... 160   643,497   — (6)  23,042   39,694   17,146   11,397   1,331   20   550,865   217,592 (6)  333,272  
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Notes:  
(1) As direct ownership and ownership through trust beneficiary interests are comingled in the available financial information, we have not 

included trustee fees in the calculation of net operating income.  
(2) LOGIPORT Hashimoto was not in operation during this period.  
(3) The Sponsor Fund from which we received financial information for LOGIPORT Sagamihara sold the property to a third party on 

September 19, 2014, and thus the amounts reflect 261 days of operation. Additionally, amounts with respect to the entire property, not the 
51% trust co-ownership interest we acquired in February 2016.  

(4) We have not received permission from the tenant of LOGIPORT Nagareyama (A) to disclose operating revenues or property-related taxes. 
Repairs and maintenance expenses, utility expenses, property and facility management fees, leasing-related expenses, insurance expenses and 
other expenses could not be properly allocated between LOGIPORT Nagareyama (A) and (B). The amounts shown for LOGIPORT 
Nagareyama (B) for such items reflect the total with respect to both properties.  

(5) As the Sponsor Fund from which we received financial information for LOGIPORT Higashi Ogishima (A), (B) and (C) acquired the 
properties on July 25, 2014, amounts reflect 160 days of operation.  

(6) Property-related taxes for LOGIPORT Higashi Ogishima (A), (B) and (C) attributable to the period from July 25, 2014 to December 31, 2014 
were capitalized and subject to depreciation by the purchaser.  

  

    
Six months ended June 30, 2015  

  

        
Operating expenses  

        

Property number 
  

Property name 
  

Number of 

operating 

days shown 
  

Operating 

revenues  
  

Property-related 

taxes  
  

Repairs and 

maintenance 

expenses  
  

Utility 

expenses  
  

Property and 

facility 

management 

fees  
  

Leasing- 

related 

expenses  
  

Insurance 

expenses  
  

Other 

expenses 
  

Net operating 

income(1)  
  

Depreciation 
  

Net operating 

income after 

depreciation(1) 
  

    (in thousands, except days) 
Tokyo-1 LOGIPORT 

Hashimoto(2) ................................ 173 ¥ 88,671  ¥16,274(3) ¥ 22,980  ¥ 13,539  ¥ 5,167   ¥75,463  ¥18,354  ¥1,441   ¥(64,551) ¥224,955  ¥ (289,507) 

Tokyo-2 LOGIPORT 
Sagamihara(4) ............................... —  —   —   —   —   —   —   —   —   —   —   —  

Tokyo-3 LOGIPORT 
Kitakashiwa ................................ 181  723,244   73,037   29,675   61,326   2,700   —   720   332   555,452   144,309   411,142  

Tokyo-4 LOGIPORT 
Nagareyama (A) ................................ 181  — (5)  —(5)  —(5)  —(5)  —(5)  —   —(5)  —(5)  82,135   31,320   50,814  

Tokyo-5 LOGIPORT 
Nagareyama (B)................................ 181  721,115   52,486   36,581(5)  67,835(5)  4,200(5)  —   720(5)  183(5)  559,107   210,836   348,270  

Tokyo-6 LOGIPORT 
Higashi 
Ogishima (A) ............................... 181  561,381   38,470   31,831   18,234   15,525   19,186   1,528   484   436,118   153,544   282,573  

Tokyo-7 LOGIPORT 
Higashi 
Ogishima (B) ............................... 181  633,426   59,609   35,585   29,841   16,846   6,965   1,528   51   482,997   176,656   306,341  

Tokyo-8 LOGIPORT 
Higashi 
Ogishima (C) ............................... 181  696,338   56,383   32,410   42,445   17,940   11,177   1,528   49   534,402   217,832   316,570  

  

Notes:  
(1) As direct ownership and ownership through trust beneficiary interests are comingled in the available financial information, we have not 

included trustee fees in the calculation of net operating income.  
(2) As LOGIPORT Hashimoto was completed on January 9, 2015, amounts reflect 173 days of operation with respect to revenues, and six months 

with respect to expenses (expenses before completion generally consisting of property-related taxes on the land). Such number of operating 
days represents the construction date of the main building as described in the property registry, and may differ from the number of days 
actually covered under applicable leases. Additionally, amounts are with respect to the entire property, not the 55% trust co-ownership interest 
we acquired in February 2016.  

(3) As LOGIPORT Hashimoto was completed on January 9, 2015, property-related taxes for this period are only with respect to the land.  
(4) We have not received the financial information of LOGIPORT Sagamihara with respect to this period.  
(5) We have not received permission from the tenant of LOGIPORT Nagareyama (A) to disclose operating revenues or property-related taxes. 

Repairs and maintenance expenses, utility expenses, property and facility management fees, insurance expenses and other expenses could not 
be properly allocated between LOGIPORT Nagareyama (A) and (B). The amounts shown for LOGIPORT Nagareyama (B) for such items 
reflect the total with respect to both properties.  
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FACTORS EXPECTED TO AFFECT FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

The following describes our expected primary items of revenue and expense and certain factors that may affect such items, 
as well as our expected liquidity and capital resources. We expect all amounts in our financial statements to be expressed in Japanese 
yen.  

Operating Revenues  

Rental revenues. We expect to receive almost all of our operating revenues as rental revenues pursuant to lease contracts 
that have been or will be entered into with the tenants of our properties. Our rental revenues may be affected by a number of factors, 
including the occupancy rates of our properties, the contractual rent payments payable by our tenants and our aggregate leasable area. 
Our ability to operate our properties at high level occupancy rates and attractive rents will depend upon a number of factors, including 
the attractiveness of our properties, the performance of the Asset Manager, property managers and other third parties to which we 
outsource our key business functions, the demand for space in relevant rental markets, the supply of relevant properties in such 
markets and the rate of inflation or deflation in the Japanese economy.  

Other operating revenues. We expect our other operating revenues to consist primarily of utility charges and other 
miscellaneous revenues, such as rooftop rents for solar panels and revenues derived from parking lots. For certain properties, most of 
which are rented to more than one tenant, we will record utility charges for leased areas based on lease agreements.  

Operating Expenses  

Property-related expenses. We expect to incur customary operating expenses arising from the operation of our properties 
including the following:  

• Depreciation. Depreciation expenses will depend on the acquisition costs of our properties and the assignment of 

components of our properties to accounting categories with varying estimated useful lives. We expect to use the 
straight-line method to calculate the depreciation expenses for our properties.  

• Property-related taxes. Property-related taxes are imposed annually on the record owner of each property as of 

January 1 of each year and are paid in installments. When a property is sold, the purchaser of the property 
typically reimburses the seller, pursuant to the purchase agreement, for the pro rata portion of the property-
related taxes that has previously been paid by the seller and that relates to the period from the acquisition date to 
the end of the calendar year in which such acquisition occurs (or, in some cases, to the end of March of the 
subsequent year). As is customary for property transactions in Japan and in accordance with Japanese GAAP, we 
intend to capitalize such pro rata portion of the property-related taxes. We expect to begin expensing property-
related taxes relating to our initial portfolio of properties in the fiscal period ending August 31, 2017.  

• Repairs and maintenance expenses. We expect to incur expenses associated with the ongoing repair and 

maintenance of the properties we expect to acquire. The general condition of each property will affect the 
amount of expenditures we make for ongoing repairs and maintenance.  

• Utility expenses. As described above in “—Operating Revenues—Other operating revenues”, with respect to 

lease agreements for certain properties that are expected to require us to pay utility charges and be reimbursed by 
tenants, we expect to record reimbursable charges on a gross basis.  

• Property and facility management fees. For each of the properties in our initial portfolio, we will compensate the 

property managers, with a property management fee for each fiscal period. See “Our Business—Operation and 
Property Management Policies—Property Management”.  

• Leasing-related expenses. We expect to incur expenses related to securing tenants for our properties, particularly 

with respect to properties that began operating only recently and properties with relatively frequent tenant 
vacancies and replacements.  

• Insurance expenses. We will incur insurance expenses related to fire, liability, business interruption and may 

incur earthquake insurance for each of the properties in our portfolio with a PML exceeding 15%. See “Our 
Business—Operation and Property Management Policies—Insurance Policy”. We expect that our insurance 
expenses will vary from fiscal period to fiscal period based upon prevailing conditions in the insurance market.  

• Other property-related expenses. We expect to incur certain other property-related expenses, such as supplies 

expenses and advertising fees.  
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Asset management fees. Pursuant to the asset management agreement, we will pay asset-based, operating income-based and 
EPU-based fees to the Asset Manager. In addition, we will pay the Asset Manager acquisition fees and disposition fees in connection 
with the acquisition and disposition of properties. The amount of such fees will depend upon the size of our portfolio and our portfolio 
turnover. See “Asset Manager—Asset Management Agreement—Asset Management Fees” for discussion of the asset management 
fees.  

Other. We expect to incur certain other operating expenses, including with respect to fees paid to the custodian, general 
administrator and transfer agent, appraisal fees, audit costs, tax advisory and legal fees and directors’ remuneration. With respect to 
the custodian, general administrator and transfer agent fees, we have the following arrangements with Sumitomo Mitsui Trust:  

• Pursuant to a general administration agreement and a custody agreement that we have entered into with 

Sumitomo Mitsui Trust, we will pay it fees calculated as a percentage of our total assets on a semi-annual basis.  

• Pursuant to a transfer agency agreement we have entered into with Sumitomo Mitsui Trust, we will pay it fees 

based on the number of unitholders and the volume of transfer agency services provided by Sumitomo Mitsui 
Trust on a monthly basis.  

See “Custodian, General Administrator and Transfer Agent” for a more detailed discussion of the general administrative 
and custodian fees and transfer agency fees.  

Non-operating Expenses  

We expect to incur interest and financing expenses primarily relating to amounts outstanding under our term loans.  

Accounting Policies and Standards  

We intend to comply with the provisions set forth in the ITA, the FIEA and its related accounting regulations, Japanese 
GAAP, the Corporation Tax Act, the Special Taxation Measures Act, and the various rules and regulations of the Tokyo Stock 
Exchange and the ITAJ.  

Liquidity and Capital Resources  

Funds for Acquisitions  

We anticipate funding our future investment activities with cash from operations (to the extent consistent with our 
qualification for taxation as a J-REIT) and the net proceeds from future debt and equity financings.  

We may borrow additional amounts in connection with the acquisition of new properties, the funding of general corporate 
needs, or as necessary to meet certain distribution requirements imposed on J-REITs under the Special Taxation Measures Act in order 
to qualify for favorable tax treatment. We may raise additional capital or financing by issuing, in private and public transactions, 
equity or bonds, but the availability and terms of any such issuance will depend upon market and other conditions. There can be no 
assurance that we will be able to raise additional capital or financing on acceptable terms and on a timely basis, or at all.  

Funds for Financial Obligations and Other Cash Needs  

Upon our commencement of operations, cash from our operations will be the primary source of income to fund our 
expenses (including debt services, repairs, maintenance and capital expenditures) and cash distributions to unitholders.  

We have set a non-binding upper limit of 60% in principle for our LTV ratio, the ratio of the aggregate principal amount of 
our interest-bearing debt to our total assets, and we intend to maintain the LTV ratio at or below approximately 50% under ordinary 
circumstances. We will conduct any future debt financing in a manner that is consistent with our debt finance policies  
(see “Our Business—Financing Policies—Debt Finance”) and our LTV policy (see “Our Business—Financing Policies—LTV”).  

After the expiration or termination of the leases for our properties, or in the event a lessee is unable to meet its obligations, 
we anticipate that any expenditures we might become responsible for in maintaining our properties will be funded with cash from 
operations, borrowings or other sources. Any unanticipated expenditures or significant borrowings may adversely affect our cash 
available for distributions and liquidity.  

We believe we will have adequate liquidity to meet our needs for the one-year period following the offerings.  

Borrowings  

The following table summarizes the terms and maturity of the borrowings which we took out on February 17, 2016. 
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Financial institution Borrowing amount Interest rate Maturity 

 (in millions) (%)  

Shor-term    

Loan syndication arranged by The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Mizuho Bank, Ltd. and Sumitomo Mitsui Banking Corporation ............................... ¥ 8,300 

Base rate(1) + 
0.20% February 17, 2017 

Loan syndication arranged by The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Mizuho Bank, Ltd. and Sumitomo Mitsui Banking Corporation ............................... 4,458 

Base rate(1) + 
0.20% February 17, 2017 

Subtotal ............................................................................................................................... 12,758   

Long-term     

Loan syndication arranged by The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Mizuho Bank, Ltd. and Sumitomo Mitsui Banking Corporation ............................... 7,540 

Base rate(1) + 
0.25% February 18, 2019 

Loan syndication arranged by The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Mizuho Bank, Ltd. and Sumitomo Mitsui Banking Corporation ............................... 6,120 0.41323(2) February 17, 2021 

Loan syndication arranged by The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Mizuho Bank, Ltd. and Sumitomo Mitsui Banking Corporation ............................... 9,220 0.67680(2) February 17, 2023 

Loan syndication arranged by The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Mizuho Bank, Ltd. and Sumitomo Mitsui Banking Corporation ............................... 6,190 0.76155(2) February 19, 2024 

Loan syndication arranged by The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Mizuho Bank, Ltd. and Sumitomo Mitsui Banking Corporation ............................... 4,910 0.88680(2) February 17, 2025 

Loan syndication arranged by The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
Mizuho Bank, Ltd. and Sumitomo Mitsui Banking Corporation ............................... 2,250 0.93127(2) February 17, 2026 

The Bank of Tokyo-Mitsubishi UFJ, Ltd. ................................................................ 1,540 0.42 February 17, 2021 

Development Bank of Japan Inc. ...................................................................................... 3,080 0.42 February 17, 2021 

The Bank of Tokyo-Mitsubishi UFJ, Ltd. ................................................................ 3,170 0.68 February 17, 2023 

Development Bank of Japan Inc. ...................................................................................... 2,720 0.68 February 17, 2023 

The Bank of Tokyo-Mitsubishi UFJ, Ltd. ................................................................ 2,870 0.79 February 17, 2024 

The Bank of Tokyo-Mitsubishi UFJ, Ltd. ................................................................ 4,160 0.89 February 17, 2025 

The Bank of Tokyo-Mitsubishi UFJ, Ltd. ................................................................ 1,510 0.98 February 17, 2026 

Subtotal ............................................................................................................................... 55,280   

Total ................................................................................................................................ ¥ 68,038   
  
Notes:  
(1) The base rate refers to the 1-month Japanese yen TIBOR (Tokyo InterBank Offered Rate) announced by the General Incorporated Association JBA 

TIBOR Administration two business days prior to the interest payment date immediately preceding the respective interest payment date.  
(2) We use interest rate swaps to hedge interest rate risk exposure. The rate is the effective rate of interest after interest rate swaps.  
  

 
The loan agreements include certain restrictive covenants, such as the maintenance of debt service coverage or LTV ratio. 

Depending on our financial conditions, our ability to incur further debt may be affected and we may need to collateralize our assets 
pursuant to such restrictive covenants.  

 

Repayment Obligations  

The following table summarizes our repayment obligations under our borrowings as of February 17, 2016.  
  

Fiscal period ending 
  

Borrowings  
  

  
(in millions) 

August 31, 2016 ....................................................................................................................................................  —  
February 28, 2017 ................................................................................................................................................. ¥12,758   
August 31, 2017 ....................................................................................................................................................  —  
February 28, 2018 .................................................................................................................................................  —  
August 31, 2018 ....................................................................................................................................................  —  
February 28, 2019 .................................................................................................................................................  7,540  
August 31, 2019 ....................................................................................................................................................  —  
February 29, 2020 .................................................................................................................................................  —  
August 31, 2020 ....................................................................................................................................................  —  
February 28, 2021 .................................................................................................................................................  10,740  
August 31, 2021 ....................................................................................................................................................  —  
February 28, 2022 .................................................................................................................................................  —  
August 31, 2022 ....................................................................................................................................................  —  
February 28, 2023 .................................................................................................................................................  15,110  
August 31, 2023 ....................................................................................................................................................  —  
February 29, 2024 .................................................................................................................................................  9,060  
August 31, 2024 ....................................................................................................................................................  —  
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Fiscal period ending 
  

Borrowings  
  

  (in millions) 
February 28, 2025 .................................................................................................................................................  9,070  
August 31, 2025 ....................................................................................................................................................  —  
February 28, 2026 .................................................................................................................................................  3,760  

    

Total ............................................................................................................................................................ ¥68,038  
    

Tenant Leasehold Deposits  

A tenant leasehold deposit (shiki-kin) is a deposit that the property owner receives from the tenant as security for non-
payment of rent and other liabilities on the part of the tenant. A tenant security deposit (hosho-kin) is a deposit that the property owner 
receives from the tenant separately from the tenant leasehold deposit. In general, no interest accrues on our tenant leasehold and 
security deposits, and the tenant receives the deposits at the end of the lease contract, less any deductions taken by us as the property 
owner. Because we generally expect to own properties through a trust beneficiary interest structure, these tenant leasehold and security 
deposits are available to us to the extent no contractual restrictions apply and the trustee owning the relevant property agrees to release 
them to us. While we expect the trustees of certain of the properties in our initial portfolio to release a portion of the tenant leasehold 
and security deposits received from tenants, we do not currently intend to use such tenant leasehold and security deposits for 
acquisitions or the repayment of borrowings.  
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FORECASTS FOR THE FISCAL PERIODS ENDING AUGUST 31, 2016 AND FEBRUARY 28, 2017 

The forecasts and other information contained below are forward-looking statements, which are based upon our 
expectations, assumptions, estimates and projections at the time we announced these forecasts on February 4, 2016, updating the 
forecasts we announced on January 7, 2016. Such forecasts and other information were disclosed in accordance with the rules of the 
Tokyo Stock Exchange. The following forecasts and underlying assumptions are subject to various risks and uncertainties, and our 
actual results may differ materially from those contained in these forecasts and assumptions. In addition, the forecasts and underlying 
assumptions are subject to a considerable degree of subjectivity. Differing judgments could lead to different forecasts or assumptions 
under the same set of facts and circumstances. See “Risk Factors—Property and Business Risks—We prepared the financial forecasts 
included in this document without the benefit of historical financial statements for any of the eight properties in our initial portfolio, 
and we may not be able to make any distributions in excess of our retained earnings, which are presented as part of the financial 
forecasts in this document”. Prospective investors should read the following forecasts and other information together with the risks 
and uncertainties contained in “Risk Factors” and elsewhere in this document and make your own independent assessment of our 
future performance and prospects. Potential risks and uncertainties that could cause our actual results to differ materially from our 
forecasts include, without limitation:  

• our lack of operating history;  

• the Asset Manager’s limited experience in operating a J-REIT;  

• the lack of historical financial statements for any of the eight properties in our initial portfolio;  

• our ability to make distributions in excess of our retained earnings;  

• adverse conditions in the Japanese economy;  

• our strategy of investing in logistics facilities, which subjects us to risks uncommon to other J-REITs that invest 

in a broader range of real estate or real estate-related assets;  

• the past experience of the Sponsor Group in the Japanese real estate market being no indicator or guarantee of 

our future results;  

• our reliance on the Sponsor and other Sponsor Group companies;  

• potential conflicts of interest between us and certain Sponsor Group companies, including the Asset Manager, 

Sponsor Funds and other JLL Group companies;  

• significant competition in seeking tenants and difficulty in finding replacement tenants;  

• increases in prevailing market interest rates;  

• the occurrence of natural or man-made disasters;  

• any defect in our properties, including faulty installation of foundation piles;  

• concentration of properties in our initial portfolio in the Tokyo area;  

• any inability to obtain financing for future acquisitions; and  

• our failure to satisfy a complex series of requirements pursuant to Japanese tax regulations.  
  

 
We make no representation that we will achieve the results anticipated by the forecasts.  

While we prepared the forecasts below by applying accounting principles that we believe are substantially consistent with 
Japanese GAAP, these forecasts have not been audited or reviewed by our independent auditor and we cannot assure you that the 
principles applied are in fact consistent with Japanese GAAP. The application of Japanese GAAP requires the recording, compilation, 
evaluation and adjustment of actual historical financial data, none of which we have performed. Investors are cautioned that Japanese 
GAAP differs in material respects from IFRS and U.S. GAAP.  
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We have prepared the following financial forecasts based upon the information currently available to us and the 
assumptions specified herein. While we believe the information upon which we have based the following forecasts and the 
assumptions underlying such forecasts are reasonable, historical financial statements for the eight properties we acquired in February 
2016 were not available to us and have not been included in this document. Accordingly, historical financial statements were not 
utilized in creating the financial forecasts. Had historical financial statements for each of the properties existed and been available to 
us, the following financial forecasts may have been materially different, and had such information been included in this document, it 
may have revealed facts that would have been significant in investors’ evaluations of the financial forecasts and the underlying 
assumptions.  

All financial information and the financial forecasts for the fiscal periods ending August 31, 2016 and February 28, 2017 
included in this document have been prepared by, and are the responsibility of, our management. We and our management believe that 
the financial forecasts for the fiscal periods ending August 31, 2016 and February 28, 2017 have been prepared on a reasonable basis, 
reflecting the best estimates and judgments, and represent, to the best of management’s knowledge and opinion, our expected course 
of action. However, because this information is highly subjective, it should not be relied on as necessarily indicative of future results.  

PricewaterhouseCoopers Aarata has neither examined, compiled, nor performed any procedures with respect to the 
financial forecasts for the fiscal periods ending August 31, 2016 and February 28, 2017 contained herein and, accordingly, 
PricewaterhouseCoopers Aarata does not express an opinion or any other form of assurance on such information or its achievability. 
PricewaterhouseCoopers Aarata assumes no responsibility for and denies any association with the financial forecasts for the fiscal 
periods ending August 31, 2016 and February 28, 2017 and any other information derived therefrom included elsewhere in this 
document.  

Forecasts Announced on February 4, 2016  

The following table shows our forecasted operating revenues, net income, distributions per unit (excluding the distributions 
in excess of retained earnings portion) and distributions in excess of retained earnings per unit for the fiscal periods ending August 31, 
2016 and February 28, 2017, which we generated based on various assumptions, including those presented below. Our fiscal periods 
cover every six months ending on the last day of February and August of each year, except that our first fiscal period began on 
October 9, 2015 (the date of our incorporation) and will end on August 31, 2016.  
  

  

For the fiscal period ending  
  

  

August 31,  2016 
(forecast)  

  

February 28,  2017 
(forecast)  

  

  (in millions, except amounts per unit) 
Operating revenues .......................................................................................................................... ¥4,892   ¥ 4,765   
Net income .......................................................................................................................................  1,839   2,504  
Distributions per unit (excluding the distributions in excess of retained earnings portion)(1) ...........  1,672   2,276  
Distributions in excess of retained earnings per unit(1) .....................................................................  189   159  
  

Note:  
(1) Distributions per unit (excluding the distributions in excess of retained earnings portion) and distributions in excess of retained 

earnings per unit are calculated as total distributions divided by units outstanding as of the record date for the related distribution. 
We assumed that there would be 1,100,000 units outstanding as of the record date for the related distributions.  

Certain General Assumptions Underlying the Forecasts  

For the purposes of our forecasts presented above, we have made the following general assumptions:  

• We assumed that there would be no material changes to applicable legislation and regulations, including those 

related to taxation.  

• We assumed that all agreements, including the asset management agreement, property management agreements, 

and lease and sublease agreements, would be enforceable and performed in accordance with their respective 
terms.  

• We assumed that there would be no material changes to Japanese GAAP, our accounting procedures or our 

distribution policies.  

• We assumed, consistent with our current distribution policy, that we would make distributions in excess of our 

retained earnings, where the portion of distributions that exceeds our retained earnings is assumed to be ¥208 
million for the fiscal period ending August 31, 2016 and ¥175 million for the fiscal period ending February 28, 
2017, which in each case represent an amount equal to approximately 30% of our forecasted depreciation 
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expense for such fiscal period. See “Risk Factors—Our policy to make distributions to our unitholders in excess 
of our retained earnings is not commonly employed by other J-REITs and is thus still subject to uncertainties” 
and “Our Business—Distribution Policy”.  

• We assumed that we would borrow ¥68,038 million on February 17, 2016 to fund a portion of the purchase price 

of our initial portfolio, and that there would be no change in the loan balance except for the repayment of a short-
term consumption tax loan utilizing the proceeds of an expected consumption tax refund as described below and 
the partial repayment of borrowings. We assumed that our LTV ratio would be 34.7% as of February 28, 2017.  

• We assumed that on December 31, 2016 we would repay a ¥4,454 million short-term consumption tax loan 

incurred in connection with our property acquisitions in February 2016 utilizing the proceeds of a consumption 
tax refund received primarily in connection with the consumption taxes paid at the time of our acquisitions in 
February 2016.  

• We assumed that the weighted average occupancy rate for our initial portfolio would be 92.5% for the fiscal 

period ending August 31, 2016 and 97.0% for the fiscal period ending February 28, 2017.  

• We assumed that there would be no non-operating revenues or expenses of any extraordinary nature other than 

those described herein for the fiscal periods ending August 31, 2016 and February 28, 2017.  

• We assumed there would be no material changes in the Japanese economy or real estate market.  

• We assumed compliance with the provisions set forth in the ITA, the FIEA, Japanese GAAP, the Companies Act, 

the Corporation Tax Act, the Special Taxation Measures Act and the various rules and regulations of the Tokyo 
Stock Exchange and the ITAJ.  

Key Assumptions Underlying the Forecasts Announced on February 4, 2016  

Portfolio Assets  

We assumed that we will purchase the eight properties described in this document on February 17, 2016 for an aggregate 
purchase price of ¥161,440 million, as well as pay certain costs associated with such purchase and for future property acquisitions. We 
assumed that we will not acquire any properties or sell any properties, and that there will be no material changes to the composition of 
our investment portfolio between the date we complete the acquisition of the eight properties in our initial portfolio and August 31, 
2016.  
  

 

Operating Revenues  

We assumed that operating revenues will consist principally of rental revenues generated by the eight properties in our 
initial portfolio. We assumed the amounts of our anticipated revenues based on information obtained from current holders, the relevant 
lease agreements and market trends, as further described below.  

Rental revenues. We assumed that our revenue will consist principally of rental revenues (including contractual rent and 
common charges) generated by the properties comprising our initial portfolio. We assumed revenues based on contractual rates 
specified in agreements as of the acquisition date. We then made adjustments on a property-by-property basis, based on information 
that the Asset Manager obtained during its due diligence investigation of the properties we acquired in February 2016, including 
known tenant departures (including early terminations) and discussions with property managers. We also made certain assumptions 
with respect to the likelihood of future tenant departures, the amount of time a property would be left vacant after tenant departures, as 
well as the rent levels of subsequent tenants, based on market information. We assumed no delinquencies or non-payment of rents by 
tenants.  

Other operating revenues. We assumed certain other operating revenues, including utility charges, parking revenue, rooftop 
rents for solar panels and other miscellaneous revenues by using actual data and considering information that the Asset Manager 
obtained during its due diligence investigation of the properties we acquired in February 2016.  
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Operating Expenses  

Property-related expenses. We expect to incur customary operating expenses arising from the operation of our properties, 
including the following:  

• Depreciation. We assumed that we will incur depreciation of approximately ¥696 million and ¥585 million for 

the fiscal periods ending August 31, 2016 and February 28, 2017, respectively, calculated using the straight-line 
depreciation method.  

• Property-related taxes. Property-related taxes are imposed annually on the record owner of each property as of 

January 1 of each year. When a property is sold, the purchaser of the property typically reimburses the seller, 
pursuant to the purchase agreement, for the pro rata portion of the property-related taxes that has previously 
been paid by the seller and that corresponds to the period from the acquisition date to the end of the calendar 
year in which such acquisition occurs (or, in some cases, to the end of March of the subsequent year). As is 
customary for property transactions in Japan and in accordance with Japanese GAAP, we intend to capitalize 
such pro rata portions of the property-related taxes. Accordingly, we assumed we would capitalize ¥703 million 
of property-related taxes for the fiscal periods ending August 31, 2016 and February 28, 2017 (covering a total 
period of 319 days from February 17, 2016 to December 31, 2016), and recognize no expense. If we were to 
expense such property-related taxes during the fiscal periods ending August 31, 2016 and February 28, 2017, we 
would expense ¥434 million and ¥399 million, respectively, for such fiscal periods. We expect to actually begin 
expensing property-related taxes related to our initial portfolio of properties in the fiscal period ending 
August 31, 2017.  

• Repair and maintenance expenses. We assumed that we will incur certain repair and maintenance expenses in 

connection with the ongoing repairs and maintenance of the eight properties in our initial portfolio, based on the 
repair and maintenance plans prepared by the Asset Manager.  

• Utility expenses. We assumed monthly utility expenses for the properties in our initial portfolio based on utility 

expenses incurred at each of the properties in our initial portfolio and other relevant information obtained 
through the due diligence investigation of these properties.  

• Property and facility management fees. We assumed that we will incur property management and facility 

management fees for each fiscal period based on the calculation methods indicated in the expected property 
management agreements and relevant information obtained during due diligence in connection with the 
anticipated acquisition of the properties.  

• Leasing-related expenses. We assumed that we will incur expenses related to securing tenants for our properties, 

particularly with respect to properties that began operating only recently and properties with relatively frequent 
tenant vacancies and replacements.  

• Insurance expenses. We assumed insurance expenses based on the insurance premium quotes we have received 

for each property.  

• Other property-related expenses. We assumed we will incur certain other property-related expenses, such as 

supplies expenses and advertising fees.  

Asset management fees. We assumed that our other operating expenses will consist principally of asset management fees 
paid to the Asset Manager. We assumed asset management fees based on the asset management agreement, as described in “Asset 
Manager—Asset Management Agreement—Asset Management Fees”.  

Other. We assumed expenses for custodial, general administrative and transfer agency services based on the relevant 
agreements. We also assumed certain other operating expenses, such as directors’ remuneration and appraisal fees.  

Non-operating Expenses  

We assumed non-operating expenses will primarily include incorporation and offering-related costs and interest expenses.  

Initial start-up costs and offering-related costs. We assumed initial start-up costs and offering-related costs in the amount of 
¥36 million and ¥542 million, respectively.  

Amortization of initial start-up costs and offering-related costs. We expect to expense all of our offering-related costs 
during the fiscal period ending August 31, 2016 and to amortize our initial start-up costs using the straight-line depreciation method 
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over a period of 60 months. We assumed amortization of initial start-up costs and offering-related expenses in the total amount of 
¥546 million and ¥3 million for the fiscal periods ending August 31, 2016 and February 28, 2017, respectively.  

Financing-related costs. We expect to have financing-related costs, including interest expenses, of ¥460 million and 
¥323 million for the fiscal periods ending August 31, 2016 and February 28, 2017, respectively. Among those costs, we assumed 
financing-related cost amortization of ¥131 million and ¥26 million for the fiscal periods ending August 31, 2016 and February 28, 
2017, respectively.  
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OVERVIEW OF THE LOGISTICS PROPERTY MARKET IN JAPAN 

We believe that the logistics property market, and specifically the market for prime logistics facilities, offers a number of 
opportunities for us resulting from the rising demand for consumer logistics, particularly in consumption centers of the greater Tokyo 
and greater Osaka areas, as well as increasing demands by logistics operators for speed and efficiency driven by the ongoing growth of 
consumer logistics shipments and other long-term trends.  

Rising Demand for Consumer Logistics  

The characteristics of prime logistics facilities are particularly suited to cater to the attractive “consumer logistics” sector, 
the transporting of consumer goods and products from logistics facilities to consumers either directly or through retailers. See “Prime 
Logistics Facilities”. In particular, we believe there is a stable base of demand for consumer logistics in the greater Tokyo and greater 
Osaka areas with strong growth potential over the medium to long term.  

Stable, Strong Levels of Consumption in the Greater Tokyo and Greater Osaka Areas  

Though expected to decline overall, Japan’s population is projected to further concentrate in the greater Tokyo and greater 
Osaka areas through 2040, as shown in the first chart below. Moreover, the greater Tokyo and greater Osaka areas accounted for 
nearly half of all department store and supermarket sales in Japan for the month of August 2015, as shown in the second chart below. 
Thus, we believe such areas provide stable and strong levels of consumption.  

Greater Tokyo and Greater Osaka Areas  
Aggregate Share of Japan’s Population  

  

 
  

Source: Compiled by the Asset Manager based on “Final Report—Population and Households in Japan—Statistics Chart” included in 
“National Population Census” by the Statistics Bureau, Ministry of Internal Affairs and Communications for data from 1970 
to 2010 and “Estimated Future Population of Japan Categorized by Region” by the National Institute of Population and 
Social Security Research for projections from 2015 to 2040 (as of March 2013).  

Notes:  
(1) The above chart shows the population ratio of the following: (i) the greater Tokyo and greater Osaka areas and (ii) all other 

areas, to the total population in all areas combined, as stated in the “Final Report—Population and Households in Japan—
Statistics Chart” and “Estimated Future Population of Japan Categorized by Region”.  

(2) The estimated population of prefectures in “Estimated Future Population of Japan Categorized by Region” is calculated by 
adding the population estimates of cities, towns and villages (except for Fukushima prefecture for which the estimated 
population is calculated for the entire prefecture) based on the “National Population Census” as of October 1, 2010.  
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Greater Tokyo Area and Greater Osaka Area Share of Japan’s  
Total Department Store and Supermarket Sales  

  

 
  

Source: Compiled by the Asset Manager based on the “Survey of Commerce” by the Ministry of Economy, Trade and Industry for 
sales for the month of August 2015.  

Notes:  
(1) Department stores and supermarkets sales are divided into three areas: the greater Tokyo area, the greater Osaka area and other 

areas.  
(2) Department stores and supermarkets included in this survey are limited to retail establishments with 50 or more employees. 

Department stores are retail establishments classified as department stores and general merchandise supermarkets by the Japan 
Standards Industrial Classification that do not come under the classification of supermarkets described below, with floor space 
of at least 3,000 m2 in the special wards in Tokyo and ordinance-designated cities, and at least 1,500 m2 in all other regions. 
Supermarkets are retail establishments that have adopted a self-service method for 50% or more of their floor space and have 
floor space of at least 1,500 m2.  

According to Demographia World Urban Areas and The Brookings Institution, in 2014, the population density and gross 
regional product, or GRP, of the Tokyo and Osaka metropolitan areas were two of the highest among major metropolitan areas in the 
world.  

Tokyo Metropolitan Area and Osaka Metropolitan Area  
Population Density and GRP in Global Context  

  

 
  

Source: Compiled by the Asset Manager based on data relating to 2014—population and land area data are from “Demographia 
World Urban Areas: 11th Annual Edition: 2015:01” and GRP data is from The Brookings Institution.  

Notes:  
(1) The size of the circles corresponds to the amount of GRP for each of the respective metropolitan areas.  
(2) “Tokyo” refers to Tokyo and certain surrounding areas, “Osaka” refers to Osaka and certain surrounding areas and the other 

cities shown above refer to geographic areas as defined in the relevant report.  
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Stable Demand for Consumer Goods in Japan  

Because the demand for everyday consumer goods is not expected to fluctuate significantly even during times of economic 
downturn, we believe the market for deliveries of such goods, consumer logistics, is relatively resistant to such downturns. As shown 
in the chart below, the truck traffic volume for consumer-related cargo shipments in Japan never fell below their 1998 level over the 
15 years through 2013 despite multiple periods of challenging macroeconomic conditions, including a temporary drop of 8% from 
2007 to 2009 in the wake of the global financial crisis.  

Truck Traffic Volume for Consumer-related Cargo  
  

 
  

Source: Compiled by the Asset Manager based on “Statistics of Motor Vehicles Transport” by the Ministry of Land, Infrastructure, 
Transport and Tourism.  

Notes:  
(1) The 1998 level of consumer-related cargo shipments is used as the basis for 100 in the above chart.  
(2) Consumer-related cargo in this survey means grains, fruits and vegetables, other agricultural products, meat products, seafood, 

firewood and coal, food industry products, everyday items and assorted items.  

Growth Driven by E-commerce  

We believe consumer logistics also has significant potential for growth due to long-term growth trends in Japan’s e-
commerce market. For example, as shown in the chart below, e-commerce transaction volume has increased rapidly since 2005, nearly 
doubling in volume from 2009 to 2014.  

E-commerce Transaction Volume in Japan  
  

 
  

Source: Annual reports on “E-commerce Market Survey” by the Ministry of Economy, Trade and Industry.  
Notes:  
(1) The chart indicates the total amount collected by the seller in e-commerce transactions between businesses and consumers. 

Transactions with consumers refers to transactions paid out of household finances and does not include sales related to personal 
businesses. Moreover, it does not include consumer-to-consumer transactions such as auctions conducted over the internet 
between individuals and also does not include government-to-consumer transactions which involve services provided by the 
government (for a fee) to individuals such as electronic application submissions and electronic tax return filings.  

(2) The e-commerce market survey defines “e-commerce” as sale/purchase transactions (i) that are conducted using computer 
network systems; and (ii) where the seller has collected the agreed-upon sale/purchase amount. Commercial transactions mean 
an exchange of goods, services, information or the transmitting of funds between a seller and a purchaser for  
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commercial purposes. Furthermore, business-to-consumer e-commerce transactions are limited to e-commerce transactions 
conducted through home computers and TV monitors that are connected to public internet lines, and also includes mobile 
commerce transactions conducted through mobile devices such as cellular phones, PHS, smart phones, PDA, car navigation 
systems and tablets.  

While Japan’s e-commerce market has been growing rapidly, we believe there is potential for further growth. As shown in 
the chart below, according to the Ministry of Economy, Trade and Industry, business-to-customer e-commerce product sales 
accounted for only 3.9% of Japan’s overall product sales during 2013.  

E-commerce Product Sales Market Share  
in Japan During 2013  

  

 
  

Source: Ministry of Economy, Trade and Industry.  
Notes:  
(1) E-commerce product sales market share in Japan refers to the ratio of the e-commerce product sales to the total amount of the 

overall product sales during 2013 as indicated in “Results of FY 2014 Research on Infrastructure Development in Japan’s 
Information and Service-based Economy Society (E-commerce Market Survey)” published in May 2015.  

(2) “Product sales” refers to the sales of (1) food, beverages and alcoholic beverages, (2) home appliances, audio-visual equipment 
and personal computers and peripheral equipment (not including online games), (3) books, videos and music on physical media, 
(4) cosmetics and accessories, (5) miscellaneous home goods and furniture, (6) clothing and other wearable goods, (7) 
automobiles and motorcycles and their parts, (8) office supplies and stationery and (9) other product, as defined by the Ministry 
of Economy, Trade and Industry.  

For reference, as shown in the chart below, according to the U.S. Census Bureau, e-commerce sales for retailers accounted 
for 5.8% of the overall sales for retailers in the United States during 2013. “Retailers” includes accommodations and restaurants, and 
“sales” includes certain business-to-business sales, including to foreign affiliates.  

E-commerce Retail Market Share  
in the United States During 2013  

  

 
  

Source: U.S. Census Bureau.  
Notes:  
(1) E-commerce retail market share in the United States refers to the ratio of e-commerce sales for retailers to the total amount of 

overall sales for retailers during 2013 as indicated in “E-Stats 2013: Measuring the Electronic Economy” published in May 2015.  
(2) “Sales” is the measure used in the “Annual Retail Trade Survey” in 2013 (upon which “E-Stats 2013: Measuring the Electronic 

Economy” was based). Sales are the dollar value of transactions between the reporting firm and its customers. Sales include 
transactions to foreign affiliates, but exclude transactions among domestic affiliates.  

(3) “E-commerce” sales are sales of goods and services where the buyer places an order, or the price and terms of the sale are 
negotiated, over an internet, mobile device (m-commerce), Extranet, Electronic Data Interchange (EDI) network, electronic mail, 
or other comparable online system. Payment may or may not be made online.  

(4) The “Annual Retail Trade Survey” measures the economic activity of employer and nonemployer (i.e., business without paid 
employees) firms classified in Retail Trade or Accommodation and Food Services, and the sample contains approximately 
22,000 firms with paid employees—roughly 17,500 that are classified in Retail Trade and 4,500 that are classified in 
Accommodation and Food Services.  
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In addition, as shown in the chart below, according to the U.K. Office for National Statistics, internet retail sales accounted 
for 10.4% of the United Kingdom’s overall retail sales during 2013. Accommodations and restaurants are not included, and for the 
purposes of calculating internet retail market share, “sales” does not include sales of automotive fuel.  

Internet Retail Market Share  
in the United Kingdom During 2013  

  

 
  

Source: U.K. Office for National Statistics.  
Notes:  
(1) Internet retail market share in the United Kingdom refers to the ratio of all internet retail sales to all retail sales during 2013 as 

indicated in “Overview of Internet Retail Sales in 2014” published in January 2015.  
(2) Retailers are asked to provide total retail turnover inclusive of value-added tax, including sales from stores via the internet, mail 

order, stalls and markets, door-to-door and telephone sales. A separate question is asked for total retail sales generated via the 
internet only. Retail sales covers spending on goods. As such, spending on services such as holidays, air fares and train tickets, 
insurance and banking are not covered, and retailers are asked to separate out turnover from services from their response. Such 
services and those such as hotels and restaurants and other catering services are also not included.  

Because the definitions for the relevant terms and markets for Japan, the United States and the United Kingdom vary as set 
forth above, the market share percentages above are not directly comparable.  

Continued Strong Demand for Relatively Larger and More Advanced Logistics Facilities  

Driven in part by the growth of consumer logistics, relatively larger and more advanced logistics facilities in Japan have 
experienced strong and growing tenant demand in recent years, which we expect to continue due to their relatively limited supply, as 
described in further detail below.  

Due to the lack of directly comparable data with respect to logistics facilities and the factors affecting their performance 
both in Japan and in other countries, the information presented below does not consistently address the same types of logistics 
facilities or markets. To aid in interpreting each chart, we have provided relevant definitions for the data shown.  



 43  

  

Growing Yet Still Limited Supply  
According to CBRE K.K. as shown in the chart below, the new supply of large, multi-tenant logistics facilities  

(those designed and built for use by multiple tenants, with gross floor area of at least 10,000 tsubo, or approximately 33,058 
m2) in the greater Tokyo area was nearly zero as recently as 2004. Notwithstanding fluctuations in overall economic 
conditions, constructions have steadily continued, with the cumulative new supply of large, multi-tenant logistics facilities in 
the greater Tokyo area since 2004 reaching approximately 4.7 million m2 as of the end of 2014.  

Cumulative New Supply of Large, Multi-tenant Logistics Facilities  
in the Greater Tokyo Area from 2004 to 2014  

  

 
  

Source: Compiled by the Asset Manager based on CBRE K.K. “Market Data of Logistics Properties (Third Quarter of 2015)” and 
data on Nikkei Stock Average provided by QUICK Corp.  

Notes:  
(1) The cumulative new supply of large, multi-tenant logistics facilities in the greater Tokyo area shown for each year is the sum of 

the leasable area of leasable large, multi-tenant logistics facilities in the greater Tokyo area built during such year and the prior 
years shown.  

(2) The Nikkei Stock Average is an index of 225 selected stocks listed on the First Section of the Tokyo Stock Exchange, published 
by Nikkei Inc.  

Despite these recent increases, advanced logistics facilities remain in limited supply in Japan. According to CBRE K.K., as 
of September 30, 2015, “advanced” logistics facilities (those with advanced features and gross floor area of at least 10,000 m2) 
constituted only 2.8% of the supply of “storage facilities” (defined as places to store and secure articles) in Japan, and only 6.7% and 
3.9% of the supply of storage facilities in the greater Tokyo and greater Osaka areas, respectively.  

Proportion of Advanced Logistics Facilities  
Compared to All Storage Facilities  

  

 
  

Source: Compiled by CBRE K.K.: “Market Data of Logistics Properties (Third Quarter of 2015)”.  
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Note:  
(1) Data regarding supply of advanced logistics facilities was estimated by CBRE K.K. based on the “Survey Overview of Fixed 

Asset Prices” by the Fixed Property Tax Division, Local Tax Bureau, Ministry of Internal Affairs and Communications and the 
“Annual Report on Construction Statistics” by the Policy Bureau, Ministry of Land, Infrastructure, Transport and Tourism. The 
percentage set forth is that of the gross floor area of advanced logistics facilities as compared to the gross floor area of all 
storage facilities (which may also include facilities other than logistics facilities) as of September 30, 2015.  

Although a direct comparison to the United States market is not possible, according to JLL, logistics facilities with 
advanced features and gross floor area of at least 100,000 ft2 (approximately 9,290 m2) constituted 20.3% of the supply of storage 
facilities in the United States as of September 30, 2015, which we believe tends to show the relative scarcity of large-scale logistics 
facilities with advanced features in Japan.  

Proportion of Advanced Logistics Facilities Compared  
to All Storage Facilities—United States  

  

 
  

Source: Compiled by JLL.  
Note:  
(1) Proportion of advanced logistics facilities in the United States is based on the total non-owner-occupied floor area for logistics 

facilities that have advanced features as determined by JLL and gross floor area of at least 100,000 ft2 (approximately 9,290 m2) 
as compared to the floor area of all storage facilities as of September 30, 2015.  

Moreover, while construction of all types of storage facilities in Japan has also increased in recent years, as shown in the 
first chart below, it has been in a long-term decline over the past three decades. Because many features associated with advanced 
logistics facilities were not evident in Japan until 15 or 20 years ago, we believe that this long-term decline in new construction has 
resulted in demand for advanced logistics facilities. We believe this demand will be further driven by the high floor area of older 
storage facilities reaching the end of their assumed service lives of 50 years over the coming years, as shown in the second chart below.  

Overall Storage Facility Construction in Japan  
  

 
  

Source: Compiled by the Asset Manager based on the “Statistics for Commenced Construction Projects” by the Policy Bureau, 
Ministry of Land, Infrastructure, Transport and Tourism.  

Note:  
(1) The above chart shows yearly floor area totals of buildings that were constructed for storage purposes based on figures collected 

from private building owners as published in the “Statistics for Commenced Construction Projects”.  
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Floor Area of Storage Facilities in Japan  
Reaching the End of Their Service Lives  

  

 
  

Source: Compiled by the Asset Manager based on the “Statistics for Commenced Construction Projects” by the Policy Bureau, 
Ministry of Land, Infrastructure, Transport and Tourism.  

Note:  
(1) The above chart shows yearly floor area totals of buildings that were constructed for storage purposes that have reached the end 

of their service lives (assuming the service life period is 50 years), based on figures collected from private building owners as 
published in the “Statistics for Commenced Construction Projects”.  

Increasing Average Floor Area of New Facilities  

In line with the construction of relatively larger logistics facilities in the greater Tokyo area since 2004, the average floor area 
of new storage facilities in Japan has risen considerably in recent years, reaching 592 m2 in fiscal 2014. The overall trend in average 
floor area of new storage facilities since fiscal 1988 is shown below.  

Average Floor Area of New Storage Facilities in Japan  
  

 
  

Source: Compiled by the Asset Manager based on the “Statistics for Commenced Construction Projects—Listed in chronological 
order” by the Policy Bureau, Ministry of Land, Infrastructure, Transport and Tourism.  

Notes:  
(1) The statistics for commenced construction projects categorized the use of facilities as follows: offices, stores, factories, 

workshops, storage facilities, school buildings, hospitals/clinics and others.  
(2) The above graph is based on the figures in the aforementioned survey under “storage facilities” and may include facilities that 

may not be logistics facilities.  

We believe one reason for this trend has been logistics operators and retailers relocating their logistics operations to new 
facilities, in some cases for the purposes of expanding or consolidating operations. In a survey of  
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199 companies conducted in fiscal 2014 by the Japan Institute of Logistics Systems, approximately 48% of the respondents indicated 
that they had established, consolidated or eliminated their logistics base during the past year, tending to indicate a certain demand for 
consolidation of logistics operations.  

Survey of Measures to Reduce Logistics Costs  
During the Past Year  

  

 
  

Source: “Logistics Costs Survey (2014)” by the Japan Institute of Logistics Systems.  
Note:  
(1) The above chart shows the top ten measures that were provided by 199 companies of all types of industry in response to the 

prompt: “measures implemented to reduce logistics costs during the past year” in the “Logistics Costs Survey (2014)”, with 44 
pre-written answers to choose from (multiple answers allowed).  

Consistent Rent Levels  

Rent levels for medium- and large-scale logistics facilities (facilities with gross floor areas of at least 1,000 tsubo, or 
approximately 3,305.8 m2) in the greater Tokyo area have remained relatively stable, staying in a range of ¥4,050 to ¥4,590 per tsubo 
from the first quarter of 2005 to the third quarter of 2015 with minor increases in recent years, as shown in the chart below, which we 
believe demonstrates the continuing demand for such facilities even in the wake of the global financial crisis.  

Asking Rent Levels for Medium- and Large-Scale  

Logistics Facilities in the Greater Tokyo Area  
  

 
  

Source: Compiled by the Asset Manager based on CBRE K.K. “Market Data of Logistics Properties (Third Quarter of 2015)” and 
data on Nikkei Stock Average provided by QUICK Corp.  

Note:  
(1) Asking rent level is based on materials from CBRE K.K.’s survey of logistics properties with a rental area of at least 1,000 tsubo 

in the greater Tokyo area.  
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Low Vacancy Rates  

Similarly, despite the increases in supply described above, large, multi-tenant logistics facilities (those designed and built 
for use by multiple tenants, with gross floor area of at least 10,000 tsubo, or approximately 33,058 m2) in the greater Tokyo and the 
Osaka/Hyogo areas have exhibited relatively low vacancy rates in recent years, and vacancy rates are currently around 5% in both 
areas, as shown in the charts below.  

Large, Multi-tenant Logistics Facility Vacancy Rate  
  

Greater Tokyo Area Osaka/Hyogo Area 
  

    
  

Source: “Market Data of Logistics Properties (Third Quarter of 2015)” by CBRE K.K.  
Notes:  
(1) The data for large, multi-tenant logistics facility vacancy rates in the greater Tokyo area covers logistics facilities for lease in the 

greater Tokyo area and the data for large, multi-tenant logistics facility vacancy rate in the Osaka/Hyogo area covers logistics 
facilities for lease in Osaka and Hyogo prefectures.  

(2) “Vacancy rate” is calculated by dividing the vacant areas of logistics properties for lease by the leasable areas of logistics 
properties for lease, using the values obtained by CBRE K.K. as of the last day of March, June, September and December each 
year.  

(3) “Vacant areas” includes only the leasable properties that can be admitted immediately; properties where the owners have 
stopped renting and properties not completed are not included. “Leasable area” means the leasable area of a logistics property 
for lease which may be rented and does not include properties not completed which are offered for rent but includes properties 
where owners have stopped renting.  

Demand Supported by Growth of Retail Chain Stores and Third-party Logistics  

As shown in the chart below, convenience store revenue grew by approximately 50% in the 12 years through 2014, while 
chain drug store revenue grew by over 70% over the same period. Both types of stores can be expected to drive demand for large-scale 
logistics facilities due to their need for frequent and quick delivery of relatively small parcels. See “Prime Logistics Facilities—Large 
Scale and High Functionality”.  

Convenience Store and Chain Drug Store Revenue in Japan  
  

 
  

Source: Compiled by the Asset Manager based on the following: data for convenience store revenue is from “Survey on Trends in 
Commerce” by the Ministry of Economy, Trade and Industry and data for chain drug store revenue is from “Survey on 
Current State of Drug Stores in Japan” by the Japan Association of Chain Drug Stores.  
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Notes:  
(1) “Convenience store revenue” in the above chart is the sales amount of convenience stores as shown in the aforementioned 

“Survey on Trends in Commerce”. The sales amount of convenience stores is the sum of (i) revenues generated from selling 
goods; and (ii) revenues generated from providing services (not including amounts received through providing services such as 
utility bill payments).  

(2) “Chain drug store revenue” in the above chart is the total sales amount of drug stores nationwide as shown in the “Survey on 
Current State of Drug Stores in Japan”. The total sales amount of drug stores nationwide was calculated based on the sales 
amount of the companies that are members of the Japan Association of Chain Drug Stores.  

The third-party logistics, or 3PL, market has also expanded rapidly, with revenues more than doubling from fiscal 2005 to 
fiscal 2014 as shown in the chart below. 3PL is essentially the outsourcing of some or all of a company’s supply chain management 
function. As 3PL operators must service a large number of shippers and improve their supply chain processes, their own growth leads 
in turn to greater demand for the capabilities of advanced logistics facilities.  

Scale of Japan’s 3PL Market  
  

 
  

Source: “Market Data of Logistics Properties (Third Quarter of 2015)” by CBRE K.K.  
Note:  
(1) The above chart is based on the data compiled by CBRE K.K. in the September 2015 issue of the monthly trade publication 

Logi-Biz. The revenue information provided in the chart for each fiscal year is based on the aggregate total of the revenue data 
obtained from 51 leading 3PL operators in Japan for each fiscal year. The revenue data obtained from the companies are 
estimates.  

Japanese Government Initiatives to Raise Logistics Efficiency  

We believe the increasing demand for advanced logistics facilities may be further promoted by Japanese government 
initiatives to raise logistics efficiency.  

For example, in June 2013, the Japanese government resolved via cabinet decision “Comprehensive Logistics Measures 
Outline (2013-2017)” to promote logistics efficiency. One initiative included in such outline is a move toward the energy conservation 
and the reduction of the environmental impact of each mode of transportation. Specifically, one measure is for the Ministry of 
Economy, Trade and Industry to supervise initiatives to promote the formation of a new logistics system in part through increased 
automation and consolidation, thereby increasing the efficiency and reducing the environmental impact of logistics.  

Similarly, the Ministry of Land, Infrastructure, Transport and Tourism notes in its “Interim Report of the Deliberations on 
the Basic Direction of the Future of Logistics Policy” that due to the intensification of global competition, the sophistication of 
consumer needs and the need for further growth in Japanese industry, it will be necessary to strengthen efforts to promote 
sophistication and efficiency in the logistics system and efficiency, productivity, competitiveness and sustainability of logistics 
operators in order to maximize usage of the existing stock of infrastructure and transport capacity.  

Additionally, under the Logistics Integration and Efficiency Act, logistics sophistication and efficiency is promoted through 
consolidating logistics operations in “specified distribution business facilities” (truck terminals, wholesale markets and warehouses) 
located in proximity to national highways, freight rail stations, seaports and airports and similar infrastructure, with equipment for the 
rationalization of the sorting or transport of goods (e.g., via automation), information processing systems to facilitate orders, and 
equipment for processing of distributions. The law’s objective is to increase Japan’s global competitiveness, reduce carbon dioxide 
emissions, and make efficient use of the relevant areas, thereby addressing Japan’s near-term shortage of truck drivers, rising fuel 
costs and operational continuity in disasters.  
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PRIME LOGISTICS FACILITIES 

Our investments are strategically focused on prime logistics facilities, which we believe will best achieve stable and 
attractive income over the medium to long term. We consider prime logistics facilities to be those that satisfy the demands of logistics 
companies and other tenants with respect to location, scale and functionality, as set forth in the table below.  
  

Location • Excellent access to areas of high consumption (which we also refer to as “population clusters”) 
  

• Close proximity to main roads, expressways and interchanges 
  

• Zoning for industrial usage, allowing 24-hour logistics operations 
  

• Convenient walking distance from public transportation, aiding in attracting and retaining employees 
    

Scale and 

Functionality 
Scale 

  

• Sufficient scale to meet demand for integrating and consolidating tenants’ logistics operations; gross 
floor area of approximately 16,500 m2 or more 

    

 Functionality 
  

• A warehouse floor space designed for high-efficiency storage and operation—specifically with an 
effective ceiling height of at least approximately 5.5 meters, a floor weight capacity of at least 
approximately 1.5 ton/square meter, and a span between columns of approximately 10 meters 

  

• Large spiral ramps or slopes that allow trucks direct access to upper floor warehouse space or vertical 
conveyors with sufficient capacities 

  

• Capability to flexibly partition floor space 
  

• Sufficient space for offices 
  

• Structural and facility safety features with seismic isolation or earthquake-proofing that can withstand 
natural disasters 

  

Note:  
(1) This table describes the general characteristics that we consider to be typical of prime logistics facilities. However, we may 

deem specific properties to be prime logistics facilities after a comprehensive evaluation of their features even if they do not 
fully conform with all of the above. We may also invest in properties that we do not deem to be prime logistics facilities after a 
comprehensive evaluation of their features.  

Location Well Suited to Logistics Operations  

We believe that facilities in locations with the above characteristics will have a competitive advantage in leasing. Access to 
areas of high consumption is an important factor in capturing demand for “consumer logistics”, which we define as the transporting of 
consumer goods and products from logistics facilities to consumers either directly or through retailers. Proximity to main roads, 
expressways and interchanges is generally associated with ready access to areas of high consumption, factories and other centers of 
production, as well as logistics hubs such as seaports and airports. Demand for prime logistics facilities is particularly concentrated in 
the greater Tokyo and greater Osaka areas, which are home to many of Japan’s most important logistics hubs: Narita International 
Airport, Tokyo Port and Yokohama Port in the greater Tokyo area, and Kansai International Airport, Osaka Port and Kobe Port in the 
greater Osaka area. For further information regarding consumption in the greater Tokyo and greater Osaka areas, see “Overview of the 
Logistics Property Market in Japan—Rising Demand for Consumer Logistics—Stable, Strong Levels of Consumption in the Greater 
Tokyo and Greater Osaka Areas”.  

In addition to logistics facilities’ traditional role as storage centers, facilities servicing consumer logistics must be able to 
accommodate frequent and quick delivery of small parcels. To make such deliveries, tenants must perform a relatively large amount of 
work inside the facility. Facilities offering 24-hour, 365-day operations allow  
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tenants to prepare and make deliveries around the clock and avoid peak traffic congestion. Given the more intense demands on 
facilities’ workers owing to consumer logistics deliveries, including work that had traditionally been done on the premises of retail 
stores, a location with convenient access to public transportation is important in attracting and retaining employees while controlling 
personnel costs.  

Large Scale and High Functionality  

We believe large-scale logistics facilities with high functionality are best able to meet tenants’ needs in terms of integrating, 
consolidating and increasing the efficiency of their logistics operations, making such facilities highly competitive.  

Large Scale  

We believe large-scale facilities allow tenants to realize greater efficiency in their businesses through integration and 
consolidation of their logistics operations in one location. With the shortening of product release cycles and increase in the number of 
different products offered, as well as the increase in demand for frequent delivery of small parcels, logistics operators and retailers 
have sought greater efficiency within their supply chain. Though many of them previously scattered their logistics operations among 
multiple small facilities, we believe that they now increasingly seek consolidation in one large-scale facility, allowing them to reduce 
total space leased, total inventory and freight costs, while increasing the overall efficiency of work conducted inside the facility. For 
further information regarding the increasing scale of logistics facilities, see “Overview of the Logistics Property Market in Japan—
Continued Strong Demand for Advanced Logistics Facilities—Increasing Average Floor Area of New Facilities”.  

Moreover, because large-scale facilities also have larger per-floor areas compared to small- and medium-scale facilities, the 
efficiency of work inside the facility and the flexibility of its internal layout are both enhanced, while reducing personnel requirements 
and shortening vertical transport time. In addition, flexible internal layouts directly benefit a logistics facility owner by reducing 
wasted floor area in each tenant’s layout, maximizing the number of tenants that can effectively use a given floor area and allowing 
the owner to more easily address both demand by existing tenants to adjust their leased area, and to lease vacant space.  

High Functionality  

In addition to the benefits afforded by large scale, prime logistics facilities also offer highly efficient storage and working 
areas, and safety features that allow tenants to operate with limited downtime in the event of a disaster. We believe these features offer 
prime logistics facilities distinct advantages in attracting tenants.  

In particular, we believe the layout flexibility provided by prime logistics facilities that meet the above specifications is 
particularly suited to the frequent and quick delivery of small parcels for consumer logistics. Furthermore, as described in “—Large 
Scale”, ease of access to the facility’s upper floors and versatility in the facility’s internal layout allows for more effective responses to 
demand by existing tenants to adjust their leased area. This ability to flexibly respond to tenant layout modification requests assists 
with tenant retention and attraction. For further information regarding the demand for facilities with such features, see “Overview of 
the Logistics Property Market in Japan—Continued Strong Demand for Advanced Logistics Facilities”.  

In addition, due to the increasing sophistication and personnel needs of logistics both in terms of operations and 
management, we believe that the office space within logistics facilities is an increasingly important factor in attracting tenants. Lastly, 
facilities with advanced safety features such as seismic isolation and earthquake proofing enable operational stability even during 
disasters.  

Other Specifications  

Beyond the primary functional specifications described above, we believe the following characteristics also enhance the 
value of logistics facilities: (i) environmentally friendly and energy efficient equipment including solar panels, outer walls composed 
of insulating, airtight sandwich panels, and automatic lighting sensors in corridors and restrooms, (ii) 24-hour, 365-day disaster 
control centers and (iii) amenities for employees, such as a convenience stores, cafeterias and shuttle buses.  
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OUR BUSINESS 

Overview  

We were incorporated on October 9, 2015 under the ITA as a Japanese investment corporation (tōshi hōjin) formed to own 
and operate real estate properties and real property-related assets. This type of investment corporation is commonly referred to as a  
J-REIT. Our operations and activities related to our properties and assets are delegated to third parties, including the Asset Manager, 
LaSalle REIT Advisors K.K. See “Asset Manager”.  

We acquired an initial portfolio of eight logistics facilities on February 17, 2016 for an aggregate acquisition price of 
¥161,440 million. See “Initial Portfolio”.  

Our units were admitted for trading on the Tokyo Stock Exchange on February 17, 2016. Our registered head office is 
located at 1-1, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo, Japan. Our general telephone number is 81-3-3507-5812.  

Our Investment Objective  

We intend to build a high-quality portfolio with a focus on prime logistics facilities, which are located in areas well suited 
to logistics operations and have gross floor areas of approximately 16,500 m2 or more and high-functionality specifications. See 
“Prime Logistics Facilities”. We believe prime logistics facilities are particularly well suited to cater to Japan’s attractive “consumer 
logistics” sector, the transporting of consumer goods and products from logistics facilities to consumers either directly or through 
retailers.  

Our initial portfolio is located entirely within the Tokyo area, and we expect at least 80% of our portfolio going forward 
will comprise prime logistics facilities located in the Tokyo and Osaka areas.  

Through the support of the Sponsor Group, a global and fully integrated real estate investment manager, we plan to 
leverage the Sponsor Group’s global investment perspective as well as its extensive experience of investing in and developing 
logistics facilities in Japan. We thereby aim to achieve steady growth in our cash flow and asset value over the long term.  

Our Market Opportunity  

We believe prime logistics facilities offer a unique opportunity to generate stable, attractive investment returns. This 
opportunity is the result of the following factors:  

• Rising demand for consumer logistics. The characteristics of prime logistics facilities are particularly suited to 

cater to the attractive consumer logistics sector. See “Prime Logistics Facilities”. In particular, we believe there 
is a stable base of demand for consumer logistics in the greater Tokyo and greater Osaka areas with strong 
growth potential.  

• Stable, strong levels of consumption in the greater Tokyo and greater Osaka areas. Japan’s 

population is expected to further concentrate in the greater Tokyo and greater Osaka areas through 
2040, and the two regions combined already account for nearly half of all department store and 
supermarket sales in Japan. Because all of the properties in our initial portfolio are located in the 
Tokyo area and our future acquisitions will be focused on the Tokyo and Osaka areas, we will be well 
positioned to take advantage of these trends.  

• Stable demand for consumer goods in Japan. Everyday goods make up a large portion of consumer 

logistics shipments, and given that the demand for everyday goods is not expected to fluctuate 
significantly even during times of economic downturn, we believe consumer logistics is relatively 
resistant to such downturns. This is evidenced by the consistency of the truck traffic volume for 
consumer-related cargo shipments in Japan, which have not fallen below their 1998 level through 
2013, despite a temporary drop of 8% in the wake of the global financial crisis.  

  

• Growth driven by e-commerce. The Japanese e-commerce market nearly doubled in size from 2009 to 

2014, and we believe there is potential for additional growth. Prime logistics facilities are well 
positioned to gain from such growth, as they are best equipped to accommodate the frequent, quick 
and small shipments with individualized delivery times demanded by e-commerce.  

• Continued strong demand for relatively larger and more advanced logistics facilities. Relatively larger and 

more advanced logistics facilities in Japan have experienced strong and growing tenant demand in recent years, 
which we expect to continue due to their relatively limited supply. We believe the following metrics are 
particularly indicative of these trends.  
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• Growing yet still limited supply. Despite recent increases in supply, “advanced” logistics facilities 

(those with advanced features and gross floor area of at least 10,000 m2) remain in limited supply in 
Japan, including in the greater Tokyo and greater Osaka areas, as compared with the more mature 
United States market. Whereas logistics facilities with advanced features and gross floor area of at 
least 100,000 ft2 (approximately 9,290 m2) account for 20.3% of the United States’ total supply of 
storage facilities according to JLL, advanced logistics facilities account for only 2.8% of Japan’s 
supply of storage facilities, or 6.7% and 3.9% in the greater Tokyo and greater Osaka areas, 
respectively, according to CBRE K.K.  

• Increasing average floor area of new facilities. The average floor area of new storage facilities in 

Japan has risen considerably in recent years, reaching 592 m2 in fiscal 2014. We believe one reason 
for this trend has been logistics operators and retailers relocating their logistics operations to new 
facilities, including for the purposes of expanding or consolidating operations. In a survey of 199 
companies conducted in fiscal 2014 by the Japan Institute of Logistics Systems, approximately 48% 
of the respondents indicated that they had established, consolidated or eliminated their logistics base 
during the past year, tending to indicate a certain demand for consolidation of logistics operations.  

• Consistent rent levels. Rent levels for certain medium- and large-scale logistics facilities in the 

greater Tokyo area have remained relatively stable, staying in a range of ¥4,050 to ¥4,590 per tsubo 
from the first quarter of 2005 to the third quarter of 2015.  

• Low vacancy rates. Despite increases in supply, certain large, multi-tenant logistics facilities in the 

greater Tokyo and the Osaka/Hyogo areas have exhibited relatively low vacancy rates in recent 
years, and vacancy rates are currently around 5% in both areas.  

• Growth of retail chain stores and 3PL. Convenience stores and chain drug stores in Japan have both 

exhibited revenue growth of 50% or more in the 12 years through 2014, and, like e-commerce, the 
sector demands frequent and quick delivery of small parcels. The 3PL market in Japan has also more 
than doubled in revenue in the nine years through fiscal 2014, and 3PL operators must service a 
large number of shippers while providing efficient processes. Both trends thus drive demand for 
large-scale logistics facilities with advanced features.  

See “Overview of the Logistics Property Market in Japan”.  

Our Competitive Strengths  

We believe that, particularly with the support of the Sponsor, the Asset Manager and other Sponsor Group companies, we 
will have a competitive advantage in acquiring and managing logistics facilities that meet our investment criteria. Our competitive 
strengths are as follows:  

• Prime initial portfolio. We acquired eight prime logistics facilities on February 17, 2016 for an aggregate 

acquisition price of ¥161,440 million. All of the properties we acquired are located in the Tokyo area, an area 
where we expect stable revenues with strong growth potential over the long term. The average gross floor area of 
the properties we acquired is relatively large at 117,002 m2, and the average acquisition price per property was 
¥20,180 million. Our portfolio tax-adjusted forecast net operating income yield, or NOI yield, is 4.6%. See 
“Initial Portfolio—Forecast and Appraisal Net Operating Income Yield—Tax-adjusted Forecast NOI Yield”. We 
believe this initial portfolio offers us a competitive advantage over other logistics J-REITs, which we believe 
hold facilities that are more geographically disparate and smaller on average.  

• Sponsor Group with global recognition and logistics leadership in Japan. In support of our growth strategies, 

we intend to leverage the Sponsor Group’s global and fully integrated investment management capabilities, 
including its expertise developed through more than ten years of experience in developing, investing in and 
managing logistics facilities in Japan. We believe that the Sponsor Group’s fund management, property 
development and investment capabilities will provide us with attractive external growth opportunities, while the 
Sponsor Group will support our internal growth using its experience and expertise in “active asset management”, 
as described below in “—Our Investment Strategy—Internal Growth Strategies”.  

• Global and fully integrated investment manager. LaSalle Investment Management Inc., or LIM, is the 

core company of the Sponsor Group and the real estate investment management business unit of JLL, 
with over 680 employees across 17 countries and 24 offices as of June 30, 2015. LIM is one of the 
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largest real estate investment management firms in the world in terms of total assets under 
management and, as of June 30, 2015, LIM’s assets under management totaled approximately $57.2 
billion, which included approximately $6.8 billion in the Asia Pacific as well as approximately 
$7.3 billion in logistics facilities around the world. LIM is a wholly owned subsidiary of JLL, a  
New York Stock Exchange-listed comprehensive real estate solutions provider operating in over 
1,000 cities worldwide as of December 31, 2014.  

• Leadership and proven track record in Japan’s logistics facility market. The Sponsor, LaSalle 

Investment Management K.K., entered Japan’s logistics facility market and made its first investment 
in logistics facilities in 2003 before forming Japan’s first private logistics facility development fund 
in 2004. Since then, the Sponsor has continued to develop and invest mainly in prime logistics 
facilities through the formation of private real estate funds and has developed a cumulative total of 
approximately 1.8 million m2 of logistics facilities (including scheduled development projects) and 
invested in an additional cumulative total of approximately 1.6 million m2 of logistics facilities in 
Japan, by gross floor area. According to CBRE K.K., the Sponsor Group was the largest developer of 
large-scale (gross floor area of 100,000 m2 or more) leasable logistics facilities developed in the 
greater Tokyo area by private sector companies which construction was completed as of September 
30, 2015 based on gross floor area. See “The Sponsor Group and JLL—The Sponsor Group’s 
Development and Investment Track Record”.  

Even during periods of challenging macroeconomic and real estate market conditions, the Sponsor Group’s fund 
management and investment expertise and strong relationships with global investors have enabled it to 
consistently raise funds from global investors for continuous investment in logistics facilities, while its 
development capabilities provide a strong pipeline of advanced logistics facilities it has developed.  

• Sponsor Group’s strong commitment to our development. The sponsor support agreement between the Asset 

Manager and the Sponsor enables us to benefit from the Sponsor Group’s resources and expertise described 
above, while the Sponsor Group’s commitment to us is further reinforced by investment in our units.  

• Sponsor support agreement. We will receive various types of support from the Sponsor Group 

pursuant to the sponsor support agreement. For example, if deemed appropriate by the Sponsor, the 
Asset Manager will receive information on the sale of certain properties in Japan that are owned or 
managed by Sponsor Funds or third parties, and the Asset Manager will also receive the Sponsor’s 
logistics market research. The Asset Manager may also request the Sponsor to arrange temporary 
ownership (warehousing) of properties with a view to our eventual acquisition of such properties. To 
promote our internal growth, the Sponsor will provide the Asset Manager with logistics services, 
including leasing strategy support, marketing material creation, promotions and assistance in building 
relationships with real estate brokers. The Sponsor will also reasonably cooperate in the Asset 
Manager’s efforts to secure experienced personnel. See “The Sponsor Group and JLL—Sponsor 
Support Agreement and Trademark License Memorandum” for a more detailed description of the 
provisions of the sponsor support agreement.  

• Equity investments by the Sponsor and JLL-controlled entity. A wholly owned subsidiary of JLL, 

Jones Lang LaSalle Co-Investment, Inc., will acquire 46,200 of our units. Combined with the units 
issued to the Sponsor at the time of our formation, the JLL Group will hold approximately 4.3% of 
our outstanding units. Pursuant to the sponsor support agreement, the Sponsor will, or will cause a 
JLL-controlled entity to, consider in good faith making additional investments in connection with any 
issuance of our investment units. The Sponsor intends to hold any such units for the foreseeable 
future, and will make an effort to cause any relevant JLL-controlled entity to do the same. We believe 
such equity investments by the Sponsor and JLL help to align their interests with those of our other 
unitholders. See “The Sponsor Group and JLL—Sponsor Support Agreement and Trademark License 
Memorandum—Sponsor Support Agreement—Equity investments by the Sponsor and JLL-controlled 
entity”.  

• Operation and governance emphasizing unitholders’ interests and transparency. While taking advantage of the 

support of the Sponsor Group, we and the Asset Manager will also implement appropriate measures to protect 
the interests of unitholders and to minimize conflicts of interest, as detailed under “Asset Manager—Rules 
Regarding Related-party Transactions”. In addition, the Asset Manager will be compensated through an asset 
management fee linked in part to our earnings per unit, contributing to align its interests with those of our 
unitholders. See “Asset Manager—Asset Management Agreement—Asset Management Fees”.  
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Our Investment Strategy  

We plan to pursue our investment objective of building a high-quality portfolio with a focus on prime logistics facilities 
located in the Tokyo and Osaka areas through a combination of external and internal growth strategies. Specifically, we intend to 
promote our external and internal growth strategies by leveraging the Sponsor Group’s global and fully integrated expertise with 
respect to investment in, and development and management of, advanced logistics facilities. Such expertise includes the following:  

• Research. Research platform with institutionalized research groups to analyze real estate market, capital markets 

and macroeconomics from a global perspective.  

• Fund management. Fund management capabilities to generate business plans for logistics facility investment and 

development, taking into consideration the real estate market, capital markets and risks relating to development, 
as well as consideration of financing, leasing and operations.  

• Financing. Strong trust relationships with investors and financial institutions, and ability to procure optimal 

financing arrangements by taking into account the characteristics of the investment target and financing 
environment.  

• Acquisition. Ability to acquire land for logistics facility development and to acquire income-producing 

properties from third parties by leveraging its over ten years of experience in developing and investing in 
logistics facilities.  

• Renovation and development. Its development team’s capability in planning new logistics facilities, including 

facility specifications and cost management.  

• Asset Management and leasing. “Active asset management” expertise, aimed at discovering opportunities to increase 

asset value and ultimately increasing cash flow through the analysis of macro factors such as the market environment 
and micro factors such as tenant lease terms and conditions of each property, as well as leasing expertise.  

External Growth Strategies  

We will seek to achieve continued growth in our portfolio through the pipeline support we expect to receive from the 
Sponsor Group as well as the independent sourcing capabilities of the Asset Manager and by selectively acquiring properties that we 
consider to be stabilized.  

• Realize external growth through diverse acquisition channels. We intend to achieve growth in our revenue and 

unitholder value over the medium to long term by taking advantage of the various acquisition channels provided 
by the Sponsor Group as well as the independent acquisition channel of the Asset Manager.  

 
  

• Acquisition channels provided by the Sponsor Group. We will seek to utilize the acquisition 

pipeline support provided by the Sponsor Group through the sponsor support agreement. In 
particular, we believe that the fund management, property development and investment capabilities 
of the Sponsor Group as described in “—Our Competitive Strengths” and “The Sponsor Group and 
JLL—The Sponsor Group’s Development and Investment Track Record” will enable it to provide 
us with a stable and continuous pipeline, thus creating long-term growth opportunities.  

• Property sourcing through the Sponsor Group. Pursuant to the sponsor support 

agreement, if deemed appropriate by the Sponsor, the Sponsor will provide the Asset 
Manager with information on the sale of certain logistics properties in Japan that are 
owned or managed by Sponsor Funds.  

• Properties owned or managed by third parties. The Sponsor has also agreed to provide 

the Asset Manager with information regarding the sale of certain logistics properties in 
Japan that are owned or managed by a third party, if deemed appropriate by the Sponsor. 
See “The Sponsor Group and JLL—Sponsor Support Agreement and Trademark License 
Memorandum”.  

• Acquisitions utilizing bridge funds. Where we are not able to acquire a property directly 

from a third party at any given time due to various factors, we may request the Sponsor 
to arrange bridge funds for purposes of warehousing a property with a view to selling 
such property to us at a later time. We believe that we can realize steady external growth 
by securing acquisition opportunities in the future through the use of such bridge fund 
arrangements.  
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• Independent property sourcing by the Asset Manager. In addition to the property information we 

receive from the Sponsor Group, we also plan to take advantage of the independent expertise and 
information network of the Asset Manager to gather information and acquire attractive properties 
to support our growth.  

• Selectively acquire stabilized properties backed by distinguished investment strategies by us and Sponsor 

Funds. The Sponsor Group intends to realize our external growth by clearly distinguishing our investment 
target from that of Sponsor Funds. Specifically, we seek to invest in “core assets” with a stable occupancy rate 
(with “core assets” referring to properties with relatively small cash flow fluctuations and from which we 
expect stable revenues over the medium to long term). The Sponsor Group currently considers us to be their 
sole fund for potential acquisitions of logistics-related core assets in Japan. Sponsor Funds, on the other hand, 
will pursue opportunistic investments with a focus on expected capital returns from risk-taking with respect to 
property development as well as real estate transactions based on market forecasts and will invest primarily in 
properties under development and properties with low occupancy rates. Moreover, we believe that the pipeline 
support provided by the Sponsor Group as described above, including the warehousing functions through 
bridge funds, will enable us to selectively acquire stabilized properties that have achieved a stable occupancy 
rate, thus minimizing potential investment risk.  

Internal Growth Strategies  

We will also seek to maintain and improve the quality of our portfolio and revenues by leveraging the Sponsor Group’s 
services and “active asset management” expertise provided through the sponsor support agreement.  

• Leverage the “active asset management” expertise of the Sponsor Group. We intend to utilize the Sponsor 

Group’s expertise regarding leasing, property management and strategic capital expenditures based on the 
Sponsor Group’s long-term track record of owning and managing logistics facilities in Japan as well as its 
careful analysis of macro factors such as the market environment, including rent level trends and vacancy rates, 
and micro factors such as tenant lease terms and conditions of each property enabled by top-down research and 
on-the-ground insight. We refer to the management technique based on such analysis of macro and micro factors 
aimed at discovering opportunities to increase asset value and ultimately increasing cash flow as “active asset 
management”. By leveraging the active asset management expertise of the Sponsor Group, including through the 
human resources-related support provided to the Asset Manager pursuant to the sponsor support agreement, we 
will aim to maintain and improve the occupancy rate and rent level of our portfolio while also controlling 
operating costs in order to achieve steady revenue growth over the medium to long term.  

• Effective leasing based on long-term and strong tenant relationships. We intend to leverage the 

Sponsor Group’s leasing expertise and its long-term and strong relationships with tenants to 
maintain and improve the occupancy rate of our portfolio. Specifically, we will seek to:  

• execute appropriate and effective tenant relations strategies by leveraging not only the 

information provided by third-party real estate agents but also the accumulated expertise 
of the Sponsor Group which has a dedicated leasing team that is capable of directly 
approaching existing and prospective tenants. See “The Sponsor Group and JLL—The 
Sponsor Group’s Active Asset Management Track Record”;  

• prepare and execute effective leasing strategies based on careful analysis of not only 

industry-specific factors such as rent levels and vacancy rates in areas where our 
properties are located, but also other factors such as local industries and job markets, by 
leveraging the Sponsor Group’s leasing track record and strong relationships with tenants;  

• improve lease terms during lease negotiations with tenants by understanding their 

relocation schedule as well as their specific needs such as interior specifications and 
making solution-oriented lease proposals based on industry trends and the Sponsor 
Group’s extensive knowledge of logistics facilities; and  

• control vacancy risk for multi-tenant logistics facilities by diversifying tenant composition 

and lease maturities as well as by recognizing potential tenant needs for partial lease 
termination as well as floor space expansion and meeting such needs through long-term 
and strong tenant relationships.  
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In addition, we will seek to proactively lease vacant space and re-lease space subject to expiring 
leases, including through early lease renewals and lease extensions, by utilizing the Sponsor Group’s 
active asset management and leasing expertise as well as long-term and strong tenant relationships 
as described above.  

• Property management and strategic capital expenditures. We will also seek to achieve efficiency in 

our operating costs and increase the rent level of our portfolio by leveraging the Sponsor Group’s 
experience in, and hands-on approach to, the asset management of logistics facilities as well as 
strategic capital expenditures.  

• Efficient property management. We plan to utilize the Sponsor Group’s expertise in 

efficient property management based on its extensive experience in the management of 
logistics facilities. For example, by examining the asset management specifics of each 
property and replacing third-party service providers as appropriate, we will seek to 
achieve efficiency in the overall portfolio management, which we believe will help 
control our operating costs. To that end, we will avoid becoming dependent on the 
Sponsor or any particular company for property management and intend to select third-
party service providers based on an objective assessment.  

• Value-added renovations. We intend to utilize the Sponsor Group’s accumulated 

experience in logistics facility renovations to maintain and improve the rent level and 
functionality of our portfolio. The Sponsor Group has a track record of increasing rent 
level by replacing vacating tenants and renovating aging properties through strategic 
capital expenditures based on a long-term perspective to increase their competitiveness. 
As one recent example, the Sponsor Group conducted large-scale renovations of a 
logistics facility located in Koto-ku, Tokyo and subsequently entered into a long-term and 
fixed-term lease agreement with a new tenant with minimal downtime and also increased 
the rent by approximately 4%, as described in more detail in “The Sponsor Group and 
JLL—The Sponsor Group’s Active Asset Management Track Record—Value-added 
Capital Expenditures”.  

Our Financing Strategy  

We seek to execute a diversified and balanced financing strategy that strengthens our financial structure, while remaining 
adaptive to changing macroeconomic conditions, in order to produce stable profits over the medium to long term, achieve steady 
growth in the quality of our assets and increase unitholder value. Key elements of our financing strategy include the following:  

• Debt financing. We will engage in debt financing by procuring new loans and commitment line financings and 

issuing investment corporation bonds (including short-term investment corporation bonds), if we believe that 
such financing will contribute to the efficiency of our operations, the steady growth of our assets and increase of 
unitholder value. When procuring new debt financing, we will seek long-term and stable funding sources to 
stabilize our financing needs and diversify maturity dates for the foreseeable future by leveraging the Sponsor 
Group’s strong relationships with major financial institutions in order to minimize refinancing and interest rate 
risk. We may also execute derivative transactions for the purpose of hedging interest rate fluctuation risks.  

• Equity financing. We may issue additional investment units while being mindful of financial conditions, effect 

of dilution on our unitholders, impact on unitholder value and other factors.  

• LTV ratio. In order to seek stable and sound financial conditions, we intend to maintain the LTV ratio at or 

below approximately 50% under ordinary circumstances, with 60% as the upper limit in principle. We may, 
however, temporarily exceed such levels as a result of new investments, changes in asset valuation or other 
events.   

• Cash management. We intend to engage in efficient, optimal cash management based on a comprehensive 

understanding of the capital needs of the properties in our portfolio as well as our goal of maximizing returns to 
our unitholders through distributions in excess of our retained earnings. See “—Financing Policies—Cash 
Management Policy” and “—Our Distribution Strategy”.  
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• Credit rating. As of the date of this document, we have been issued an AA- (stable) long-term issuer credit 

rating from the Japan Credit Rating Agency, Ltd. In the future we may utilize this credit rating to issue 
investment corporation bonds.  

See “—Financing Policies”.  

Our Distribution Strategy  

We believe the amount of capital expenditures actually required for the logistics facilities in our portfolio for each fiscal 
period will generally be significantly less than the amount of depreciation expense we will recognize with respect to those facilities for 
each fiscal period. We therefore seek to maximize returns to our unitholders by making distributions in excess of our retained earnings, 
but we will do so only after carefully considering the macroeconomic environment, trends in the real estate market and real estate 
leasing industry, the amount of capital expenditures needed to maintain and improve the competitiveness of our portfolio as well as 
our financial conditions. Specifically, we will aim to distribute on a regular basis an amount equal to approximately 30% of our 
depreciation expense for the immediately prior fiscal period as distributions in excess of our retained earnings. In addition, from time 
to time, we may also make additional distributions in excess of our retained earnings in order to “stabilize” the effects of certain 
events that result in a one-time decrease in distributions per unit, including financing events that typically result in the incurrence of 
one-time extraordinary costs, such as the issuance of new investment units or investment corporation bonds, entering into new 
borrowings or large scale repair expenditures. In such a case, we aim to make distributions in excess of our retained earnings in an 
amount up to approximately 40% of the amount of depreciation expense for the immediately prior fiscal period.  

Portfolio Composition Policy  

We invest in properties that will provide stable revenues in the medium to long term and allow for our continued growth. 
We consider investments in real estate, real estate equivalents such as land leasehold rights and surface rights and real estate based 
securities such as trust beneficiary interests in real estate.  

Target Portfolio Area  

Considering factors such as geographical distribution, population distribution, regional production levels, regional trends in 
logistics, logistics hubs such as seaports and road networks, we plan to invest in logistics facilities in locations with excellent access to 
areas of high consumption (population clusters) and close proximity to main roads, expressways and interchanges, among other 
criteria. Accordingly, the Tokyo and Osaka areas will be the focus of our investments, while we will also selectively invest in 
attractive facilities in other areas in order to create a portfolio with stable income and strong growth potential over the medium to long 
term. We have set the following guidelines for our target portfolio:  
  

Location 
  

Anticipated 

investment percentage
(1) 

  

Tokyo and Osaka areas................................................................................................................................................................................................................................ 80% or more 
Other areas ................................................................................................................................................................................................................................................................20% or less 
  

Note:  
(1) Based on acquisition price.  

Investment Policy  

Property Selection  

We generally plan to invest mainly in logistics facilities with the following main characteristics, which we consider as key 
qualities of prime logistics facilities:  

• Scale. We plan to invest mainly in logistics facilities with gross floor areas of 16,500 m2 or more.  

• Location. We will evaluate the location of target properties based on a comprehensive review of the 

characteristics of each property, including the suitability of sites and the surrounding environment; accessibility 
to key areas of consumption and production (population clusters); proximity to main roads, expressways, 
interchanges, centers of production, seaports, airports, rail and truck terminals; convenience of commute for 
employees; and whether the zoning and surrounding environment support logistics operations.  

• Tenants. We plan to evaluate the tenants based on a comprehensive review of various criteria, including the 

tenant’s creditworthiness and business (including types of goods handled, and other operational matters), 
industry trends, the probability of continuous use, rental rates and lease terms.  
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• Facilities and other specifications. Given our focus on large-scale logistics facilities with high functionality, we 

plan to complete a comprehensive assessment of the characteristics of each property to determine whether we 
will invest in a property. This assessment will include age and service life, effective ceiling height, span between 
columns, spiral ramps or slopes, floor weight capacity, truck berth, parking lots and vehicle waiting areas, and 
offices and rest areas. We will also consider available equipment, including elevators, vertical carrier machines, 
air-conditioning and lighting, telecommunications capacity and dock levelers, and the capability to flexibly 
partition floor space. This assessment will also include whether the property’s PML is 15% or less; if we acquire 
a property with a PML that exceeds 15%, we will consider obtaining earthquake insurance. 

• Sustainability. We will consider each property’s environmental impact, including through review of 

environmental certifications and evaluations.  

• Stability of cash flows. We plan to invest only in properties that we expect over the medium to long term to have 

stable cash flows with limited tenant vacancies and attractiveness to suitable replacement tenants, which will be 
evaluated based on a comprehensive review of the above characteristics.  

• Properties under development. We may make relatively small investments in properties under development after 

considering their impact on our portfolio as a whole if such properties meet certain criteria, such as expectations 
that they will satisfy our investment criteria and that we can obtain a preferential negotiation right upon their 
completion and beginning of stable operation.  

Due Diligence  

Prior to our investment in a property, we conduct economic, physical, legal and environmental due diligence, generally 
covering the following topics:  

Economic Due Diligence  

• Market analysis. This includes an analysis of supply and demand in the surrounding area; rental rates and 

occupancy rates of similar properties in the surrounding area; and recent examples of leasing activity in the 
surrounding area.  

• Tenant evaluation. This includes an evaluation of the current lease terms and the terms of any other agreement, 

as well as an analysis of the creditworthiness and business of each tenant, including whether it is up to date on its 
rent payments. We will also evaluate the type of goods to be handled by the tenant and other operational details.  

• Profitability analysis. This includes an analysis of the current lease terms and probability of continuous 

occupancy; (potential) differences between current or future contracted rents and market rents; the versatility of 
the property and its ability to attract tenants; real estate taxes, expense levels and expenditure-related contracts; 
and past and planned repairs and improvements.  

Physical Due Diligence  

• Location analysis. This includes an investigation of location characteristics and location advantages such as 

suitability of the area for logistics operations; proximity to main roads, expressways, interchanges and public 
transportation; traffic and street patterns and street width; and whether the surrounding area contains any 
problematic properties or businesses.  

• Building review. This includes a review and investigation of the construction completion date; the main structure, 

size, architect and construction company; the coverage capacity ratio, leasable area; the key specifications of the 
facility (as described in “—Property Selection—Facilities and other specifications”); structural conformance 
with seismic standards; PML report; the management of the building; any item identified in the building 
engineering report; and energy efficiency.  

Legal Due Diligence  

• Property rights-related investigation. This includes confirmation of the type of property rights  

(surface rights, lease or otherwise) and title to be transferred, such as whether the seller holds clear rights and 
title to the target property; whether there are any unregistered buildings; whether leasehold rights are properly 
perfected; and whether there are any other rights senior to the leasehold rights. Lease agreements, co-ownership 
agreements, stratified ownership agreements, mortgage agreements and the status of permits or licenses will be 
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evaluated. We will also consider the real estate trust agreement, the details of the previous owner and any other 
statutory restrictions and legal disputes that may affect the target property.  

• Boundary survey. We will also likely conduct a boundary survey to confirm the property boundaries and assess 

whether there are any encroachments or conflicts with adjacent land owners.  
 

Environmental Due Diligence  

This typically includes reviewing soil and environmental reports, asbestos use and management, PCB containment, flood 
and climate change risks and any environmental certifications. Prior to executing any purchase agreement, we will engage experts to 
conduct a soil and environmental contamination survey to assist us in assessing the property’s environmental risks.  

Forward Commitment Contracts  

We may enter into contracts for the acquisition of properties under which the settlement of the contract occurs no earlier 
than one month following the execution of the contract. Before entering into any such contract we will carefully consider the financial 
impact to us in the case that we are not able to fulfill the commitment under the contract; the appropriate and maximum length of time 
allowable between execution of the contract and settlement, considering the general market and financial conditions, applicable 
internal rules and regulations and any other circumstance applicable to us; the termination penalties of the contract, keeping in mind 
the requirement to delist in the case that such penalties are excessive compared to distributions; and the risk of changes in the value of 
the property during the period before settlement. In order to address the risk of changes in property value during the period before 
settlement, we plan to obtain and publicly release new appraisal information for the property to be acquired as well as the other 
properties in our portfolio. We will also disclose the reason we entered into such contract, its closing conditions and our findings 
regarding the financial impact to us in the case that we are not able to fulfill the commitment under the contract.  

Operation and Property Management Policies  

In order to achieve stable profits in the long term, based on our operation and property management policies stated below, 
we will conduct adequate repair and maintenance measures, and strive to maintain and improve the competitiveness and revenue from 
each property.  

Leasing  

We aim to achieve income growth by maintaining close communication with our tenants, understanding their needs as well 
as any trends affecting them, and working to increase their satisfaction levels. To that end, we make it a policy to enter into medium- 
to long-term leases and, at the time of renewal, we consider appropriate adjustments to the terms and conditions of such leases, such as 
rent and term, taking into account factors such as the tenant’s credit status, the average term of the other leases in our portfolio, market 
rents and the characteristics of the property. When a tenant vacates, we seek to find replacement tenants quickly, by leveraging the 
network of Sponsor Group companies.  

Property Management  

For each property we acquire, we select an appropriate property manager through a comprehensive evaluation of such 
factors as the property manager’s experience and past results in the property management of logistics facilities, without any preference 
for property managers affiliated with the Sponsor Group. Accordingly, we variously selected CRE, Inc., Tosei Community Co., Ltd. 
and CBRE K.K. as property managers for properties in our initial portfolio.  

As property management falls under the Asset Manager’s policies regarding outsourcing evaluation, the Asset Manager will 
periodically review the performance and fees of each property manager. If a property manager’s performance or fees are found to be 
unacceptable, the Asset Manager will consider cancelling or not renewing the contract.  

Large-scale Repair and Renewal  

In order to maintain the physical and functional value of our properties as well as the satisfaction of our tenants, we plan to 
conduct large-scale repairs and renewals, as well as rebuild certain properties in order to increase floor space. In principle, we will 
conduct repairs on a property after taking into account our depreciation expenses with respect to such property, as well as our 
depreciation expenses associated with our entire portfolio depending on the repair.  
 
 

 

 
 

 
 

  

Insurance Policy  

We expect to take out appropriate casualty insurance (including fire, liability and profit insurance) for our properties in 
order to secure our ability to compensate third parties if any of our properties suffers damage or in the event of an accident or disaster 
that results in injury, death or property damage.  
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We will consult with earthquake risk assessment professionals in evaluating the potential for building damage and the risk 
of a material reduction in income in the event of an earthquake for each of our properties. If we acquire a property with a PML that 
exceeds 15%, we will consider taking out earthquake insurance after evaluating the expected impact an earthquake would have on the 
property and our portfolio as a whole as well as the effect the insurance premiums would have on our financial performance.  

Disposition Policy  

In general, we expect to acquire properties for medium- to long-term investment purposes and do not expect to sell our 
properties in the short term. However, we may consider a disposal of any of our properties if we believe it supportive of our goal of 
maintaining stable revenues from our portfolio, after taking into account a wide variety of factors, including expected future revenues, 
current or projected fluctuations in the surrounding area, changes in tenants’ needs, condition of the relevant property, the composition 
of our portfolio as a whole and other relevant matters.  

Distribution Policy  

We make cash distributions to unitholders and registered unit pledgees whose names are listed or recorded as such on the 
registry of unitholders as of the last day of each fiscal period in accordance with the following distribution policies:  

• Distribution amount. In accordance with Japanese tax law, we distribute in excess of 90% of our distributable 

profit. We calculate distributable profit (as defined in the Special Taxation Measures Act) for the purpose of 
determining our cash distributions based on generally accepted accounting principles.  

• Distributions in excess of retained earnings. We seek to maximize returns to our unitholders by 

making distributions in excess of our retained earnings, but we will do so only after carefully 
considering the macroeconomic environment, trends in the real estate market and real estate leasing 
industry, the amount of capital expenditures needed to maintain and improve the competitiveness of 
our portfolio as well as our financial conditions.  

Specifically, we will aim to distribute on a regular basis an amount equal to approximately 30% of 
our depreciation expense for the immediately prior fiscal period as distributions in excess of our 
retained earnings. In addition, from time to time, we may also make additional distributions in excess 
of our retained earnings in order to “stabilize” the effects of certain events that result in a one-time 
decrease in distributions per unit, including financing events that typically result in the incurrence of 
one-time extraordinary costs, such as the issuance of new investment units or investment corporation 
bonds, entering into new borrowings or large scale repair expenditures. In such a case, we aim to 
make distributions in excess of our retained earnings in an amount up to approximately 40% of the 
amount of depreciation expense for the immediately prior fiscal period. See “—Our Distribution 
Strategy”.  

• Distribution method. As a general rule, we make cash distributions for each fiscal period, if any, to unitholders 

within three months of the end of the same fiscal period. We make cash distributions for each fiscal period to 
unitholders listed in our register of unitholders as of the last date of the same fiscal period.  

We do not pay and have no obligation to pay cash distributions not claimed within three years of the distribution date. 
Unclaimed cash distributions do not accrue interest.  
 

 
 
 

 
 

 
 

Financing Policies  

Debt Finance  

We may take out loans or issue investment corporation bonds for the purpose of investing in properties, conducting repairs 
or other work, paying distributions, repaying our obligations (including repayment of tenant leasehold or security deposits, and 
obligations related to loans or investment corporation bonds) and other activities.  

The maximum amount we may borrow in the form of loans and the maximum amount of investment corporation bonds that 
we may issue is in each case ¥1 trillion, and the aggregate amount of borrowings and issuances of investment corporation bonds may 
not exceed ¥1 trillion. We may only borrow from lenders that are certain qualified institutional investors as specified by the tax laws.  

Our financing activities are guided by the following policies:  

• We plan to obtain financing only from banks with well-established reputations after considering factors such as 

variable versus fixed interest rates, repayment periods and distributions, by leveraging the existing relationship 
of Sponsor Group with such banks.  
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• We plan to effectively control debt maturities by diversifying maturity dates for our borrowings and investment 

corporation bonds in order to minimize refinancing and interest rate risk.  

• We plan to diversify our funding sources and maintain multiple financing options, including committed lines of 

credit. As of the date of this document, we have obtained a long-term issuer credit rating of AA- (stable) from 
the Japan Credit Rating Agency, Ltd. This rating is not a recommendation to buy, sell or hold any of our 
securities, and is subject to revision or withdrawal at any time by the assigning rating organization. We may 
obtain further credit ratings in the future; however, each rating should be evaluated independently of any other 
rating. Credit ratings are solely the responsibility of the assigning rating organization. We did not participate in 
the preparation of the ratings and do not and cannot affirm their accuracy or suitability for any purpose.  

Equity Finance  

We may issue additional investment units for the purpose of property acquisitions, repairs, distribution payments, working 
capital, repayment of obligations or other activities while being mindful of financial conditions, the effect of dilution on our existing 
unitholders, the impact on unitholder value and other factors.  

LTV  

When we take out loans and issue investment corporation bonds, we will consider our LTV, which is the ratio of the 
aggregate principal amount of our interest-bearing debt to our total assets.  

We will seek to keep our LTV ratio at a conservative level and have set a non-binding upper limit of 60% in principle for 
the LTV ratio in order to facilitate stable financial conditions, and we intend to maintain the LTV ratio at or below approximately 50% 
under ordinary circumstances. We may, however, temporarily exceed such levels as a result of new investments, changes in asset 
valuation or other events.  

Derivative Transactions  

We may decide to engage in derivative transactions in order to hedge against interest rate risks and other risks related to our 
financing activities.  

Cash Management Policy  

The amount of capital expenditures actually required for logistics facilities for each fiscal period is expected to be typically 
significantly less than the amount of depreciation expense recognized with respect to those facilities for each fiscal period.  

We plan to implement a cash management policy that leverages the foregoing characteristics of logistics facilities by 
allocating our cash balances, which we expect to generally be in line with the amount of depreciation expenses incurred, toward what 
we believe is most optimal at the time, which may include:  

• repayment of interest-bearing debt in order to strengthen our financial structure;  

• property acquisitions in order to further our growth;  

• execution of repair plans and capital expenditures to maintain and strengthen the competitiveness of our 

portfolio; and  

• distributions in excess of our retained earnings to unitholders.  

Disclosure Policy  

We plan to disclose information to investors promptly, accurately and fairly in accordance with and in the form required by 
the ITA, the FIEA and other applicable laws and regulations as well as by the Tokyo Stock Exchange, the ITAJ and other 
organizations.  

Management  

Our Executive and Supervisory Directors  

The following table provides information about our executive and supervisory directors:  
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Name 
  

Position  
  

Age  
  

Expiration of current term  
  

Toshimitsu Fujiwara ................................................................................................................................ Executive Director 44 October 2017 
Kentaro Shibata ................................................................................................................................................................Supervisory Director 40 October 2017 
Koji Nishiuchi ................................................................................................................................................................Supervisory Director 47 October 2017 

Our articles of incorporation require that we have one or more executive directors and two or more supervisory directors. 
Our articles of incorporation also require that we have at least one more supervisory director than the number of executive directors.  

Our board of directors currently comprises one executive director and two supervisory directors. Except for our initial 
directors, all directors are elected at general meetings of our unitholders. The executive director represents us and has responsibility 
for the administration of our affairs. The supervisory directors have a statutory duty to review the executive director’s administration 
of our affairs. Our executive director and supervisory directors work together to ensure that we comply with tax and other legal and 
regulatory requirements, including those arising under the ITA and related J-REIT regulatory provisions. Certain responsibilities of 
the executive director set out in the ITA, such as convoking general meetings of unitholders and entering into or terminating the asset 
management agreement, require a resolution of our board of directors. The quorum for a resolution is a majority of the members of our 
board of directors, and the adoption of a resolution requires a majority of the votes present. If any director has conflicts of interest with 
respect to a proposed resolution, the director is not counted for purposes of achieving a quorum, and he or she is disqualified from 
voting.  

In accordance with the provisions of our articles of incorporation, the term of office for directors is two years, although 
directors can serve any number of consecutive terms. The terms for the directors currently in office will expire in October 2017.  

Under the ITA, our board of directors has limited functions, which include approving:  

• our financial documents, including the balance sheet, statement of income, the asset management report, the 

statement of distributions, as well as incidental documents related to the various aforementioned financial 
documents;  

• the convocation of general meetings of our unitholders;  

• the terms of issuing new investment units;  

• the terms of issuing corporate bonds;  

• the termination of our asset management agreement with the Asset Manager, which is then, in principle, subject 

to approval by the general meeting of our unitholders;  

• the appointment of our general administrator;  

• the appointment of a bond administration company for any of our corporate bonds;  

• any merger agreement, subject to approval at a general meeting of our unitholders (except for any short-form 

merger);  

• any agreement or amendment thereto pertaining to the management or custody of assets;  

• any payment of fees, charges or other expenses pertaining to the management and custody of our assets;  

• the disposal or cancellation of our units (regarding the number of units);  

• allotment of unit acquisition rights without consideration;  

• the details and number of unit acquisition rights when cancelling such rights; and  

• transactions with related-parties of the Asset Manager specified in the ITA.  

As of the date of this document, the members of our board of directors are as follows:  

• Toshimitsu Fujiwara. Toshimitsu Fujiwara is the Executive Director of LaSalle LOGIPORT REIT. He currently 

also serves as the President & CEO of LaSalle REIT Advisors K.K. He previously served as Executive Director 
of LaSalle Investment Management K.K. He started his career at Nippon Life Insurance Company in 1994, and 
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before he joined LaSalle Investment Management K.K. in 2009, he worked for NLI Properties East, Inc. and 
MGPA Japan LLC.  

• Kentaro Shibata. Kentaro Shibata is a Supervisory Director of LaSalle LOGIPORT REIT. He is also the co-

founder and Partner of Shibata, Suzuki & Nakada since 2014. He previously worked at Yasuda Fire and Marine 
Insurance Co., Ltd. (currently Sompo Japan Nipponkoa Insurance Inc.), T. Hasegawa & Co., Law Offices and 
Nagashima, Ohno & Tsunematsu.  

• Koji Nishiuchi. Koji Nishiuchi is a Supervisory Director of LaSalle LOGIPORT REIT. He founded Nishiuchi 

C.P.A. Office in 2011, where he currently serves as the Managing Partner. Prior to joining Industrial Growth 
Platform, Inc. in 2009, he worked for Tokyu Land Corporation, Showa Ota & Co. (currently Ernst & Young 
ShinNihon LLC), Pacific Management K.K. and K.K. daVinci Advisors and has experience in financing service, 
business strategy, and corporate investment services.  

None of our directors holds any of our units. We have not entered into any transactions with any of our directors.  

Compensation  

Our articles of incorporation provide that we may pay our executive director and each of our supervisory directors up to 
¥800,000 per month. Our board of directors is responsible for determining a reasonable compensation amount for our executive 
director and each of our supervisory directors, taking into account general price movements and wage movements. We do not have 
any unit-based compensation plan. Currently, our executive director is not receiving any compensation from us  
(although he, in his capacity as the President & CEO of the Asset Manager, receives compensation from the Asset Manager).  

Directors’ Insurance  

We expect to maintain customary insurance policies for our directors.  

Limitation of Liability  

Although our directors are liable for damages that result from their failure to perform their duties, pursuant to the ITA, our 
articles of incorporation provide that, so long as a director has acted in good faith and has not been grossly negligent, our board of 
directors may consider the particular circumstances and resolve to exempt such director from liability to the extent permitted by laws 
and regulations.  

Independent Auditor  

Under the ITA, we must appoint an independent auditor, which must be either certified public accountants or a public 
accounting firm, by resolution at a general meeting of unitholders, except for our first independent auditor that was appointed at our 
incorporation. PricewaterhouseCoopers Aarata is our current independent auditor.  

Our board of directors is responsible for establishing the aggregate compensation of our independent auditor.  

Legal Proceedings  

We are not involved in or threatened by any legal arbitration, administrative or other proceedings, the results of which 
might, individually or in the aggregate, be material to an investor.  

Employees  

We have no employees in accordance with the prohibition on having employees under the ITA.  
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THE SPONSOR GROUP AND JLL 

Overview  

LaSalle Investment Management Inc.  

LaSalle Investment Management Inc., or LIM, is the core company of the Sponsor Group and the real estate investment 
management business unit of Jones Lang LaSalle Incorporated, or JLL, with over 680 employees across 17 countries and 24 offices as 
of June 30, 2015. LIM is one of the largest real estate investment management firms in the world in terms of total assets under 
management and provides asset management services to over 470 investors in 32 countries, consisting mainly of institutional investors 
such as sovereign wealth funds, pension funds, insurance companies and other non-financial institutions. LIM’s assets under 
management totaled approximately $55.3 billion as of December 31, 2014 (which, based on information compiled and issued by 
Institutional Real Estate, Inc. on April 9, 2015, was the 11th largest among the real estate investment management firms in the world 
as of December 31, 2014) and approximately $57.2 billion as of June 30, 2015. In addition, LIM’s assets under management as of 
June 30, 2015 included approximately $6.8 billion in the Asia Pacific as well as approximately $7.3 billion in logistics facilities 
around the world, including the United States, the United Kingdom, China and Australia, demonstrating LIM’s extensive track record 
and expertise in the development of and investment in the logistics facilities.  

Jones Lang LaSalle Incorporated  

LIM is a wholly owned subsidiary of JLL, a leading comprehensive real estate solutions provider with approximately 230 
years of history and which is listed on the New York Stock Exchange with a $6.4 billion equity market capitalization as of 
September 30, 2015. Headquartered in Chicago, Illinois, JLL provides comprehensive integrated real estate services on a local, 
regional and global basis to owner, occupier, investor and developer clients worldwide, and its services include investment 
management, property management, transaction management, brokerage services and market research. JLL was formed in March 
1999 through the merger of (i) LaSalle Partners Inc., a U.S. firm founded in 1968 and which provided real estate services primarily in 
North America and which was listed on the New York Stock Exchange in July 1997, and (ii) Jones Lang Wootton, a U.K. firm 
founded in 1783 and which provided wide-ranging real estate services in Europe and the Asia Pacific for over 200 years. The merger 
successfully integrated the accumulated expertise, product lineups, client base, information network and business platform of the two 
companies. In addition, by utilizing its global experience and expertise, JLL has also provided comprehensive real estate services in 
the local Japanese market over the past 30 years after establishing its Japanese subsidiary in 1985.  

As of December 31, 2014, JLL had approximately 58,000 employees serving the local, regional and global real estate needs 
of clients in approximately 80 countries and over 1,000 cities encompassing five continents. JLL recorded sales of approximately 
$5.42 billion for the fiscal year ended December 31, 2014 and its total assets under management covered an area of approximately 
316 million m2 as of December 31, 2014.  

The Sponsor  

The Sponsor, LaSalle Investment Management K.K., is responsible for the real estate investment business of the Sponsor 
Group in Japan and is a pioneer and market leader in the Japanese advanced logistics facility market. The Sponsor entered the 
Japanese logistics facility market ahead of large property developers in Japan, and commenced investing in logistics facilities in 2003 
before forming the first development fund specializing in logistics facilities in Japan in 2004. Since then, the Sponsor has continued to 
develop and invest in logistics facilities, with a focus on prime logistics facilities, through the formation of private real estate funds, 
including LASALLE JAPAN LOGISTICS I, LASALLE JAPAN LOGISTICS II and LASALLE JAPAN LOGISTICS III in 2004, 
2007 and 2013, respectively, through the use of funds pooled from investors around the world. In particular, the Sponsor developed 
the first-ever inland multi-tenant logistics facility in Japan in 2006 and also developed the first-ever inland multi-tenant logistics 
facility located near a train station in 2012.  

The Sponsor Group has extensive experience investing in and managing not only logistics facilities but also other types of 
properties worldwide, including office, retail and residential properties. Based on such experience and its analysis of global real estate 
market, capital markets and macroeconomics, the Sponsor Group believes that investments in advanced logistics facilities located in 
Japan, particularly prime logistics facilities located in the Tokyo and Osaka areas, will contribute to the steady growth of its revenues 
over the medium to long term. Specifically, in light of the relative scarcity of advanced logistics facilities in Japan and the level of 
population density, gross regional product and consumption in the greater Tokyo area and certain parts of the greater Osaka area, the 
Sponsor Group believes that the logistics facilities market in Japan has not been able to fully capture the logistics operators’ and 
retailers’ demand for advanced logistics facilities, and that the greater Tokyo and greater Osaka areas, in particular, offer strong 
growth potential for consumer logistics and advanced logistics facilities in Japan. See “Overview of the Logistics Property Market in 
Japan—Rising Demand for Consumer Logistics—Stable, Strong Levels of Consumption in the Greater Tokyo and Greater Osaka 
Areas”.  
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The Sponsor Group’s Development and Investment Track Record  

Between 2003 and January 7, 2016, the Sponsor Group developed or invested in a cumulative total of approximately 
3.4 million m2 (by gross floor area). Specifically, as shown in the chart below, the Sponsor Group has developed a cumulative total of 
approximately 1.8 million m2 (by gross floor area) of logistics facilities (including anticipated gross floor area of scheduled 
development projects), with a focus on prime logistics facilities, and has invested in an additional cumulative total of approximately 
1.6 million m2 (by gross floor area) of logistics facilities in Japan. Moreover, even during periods of challenging macroeconomic 
environment and real estate market conditions, the Sponsor Group’s fund management and investment expertise and strong 
relationships with global investors have enabled it to consistently raise funds from global investors for continuous investment in 
skillfully selected logistics facilities, while its development capabilities have helped to secure a strong pipeline of advanced logistics 
facilities it has developed.  

Cumulative Track Record for Development of and Investment in  

Logistics Facilities in Japan  
  

 
  

Source: Compiled by the Sponsor (except for data on Tokyo Stock Exchange REIT Index, which was compiled by the Asset Manager 
based on data provided by Quick Corp.).  

Notes:  
(1) The year of development and investment is based on the execution date of the relevant purchase agreement for land or building.  
(2) The figures include assets which the Sponsor Group has disposed of.  
(3) The gross floor area is based on the notice of verification of building construction or architectural drawing for each property and 

may be different from the figure in the property registry.  

The Sponsor Group has been able to continuously develop and invest in logistics facilities in Japan over the past 12 years 
through the private real estate funds the Sponsor has formed as described above, notwithstanding the constant need to realize a certain 
level of investment returns regardless of the macroeconomic environment or real estate market conditions. We believe this is the direct 
result of the strong trust relationship the Sponsor Group has forged with the investors based on close communication as well as its 
expertise, developed through more than ten years of experience in developing and investing in logistics facilities in Japan. Specifically, 
such expertise and end-to-end capabilities include (i) ability to generate appropriate development and investment plans that take into 
consideration the real estate market, capital markets and macroeconomic conditions and development capabilities that can put such 
plans into shape, based on thorough investment processes that comprehensively integrate market research, generation and execution of 
investment plans (property development or investment), asset management and risk management, (ii) ability to acquire properties from 
third parties, (iii) property management capabilities including leasing expertise and (iv) strong relationships with financial institutions.  
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The following tables show the representative developments and investments related to logistics facilities by the Sponsor 
Group between July 2003 and July 2014.  

Representative Logistics Facility Developments by the Sponsor Group  
  

Property name
(1) 

  

Gross floor area
(2)  

  

Date of development
(3)  

  

  
(m2) 

  

Wakasu ................................................................................................................................................................ 25,052   July 2003 

Ichikawa Shiohama ................................................................................................................................ 66,297   September 2004 

LOGIPORT Kashiwa ................................................................................................................................ 148,453   September 2004 

LOGIPORT Osaka ................................................................................................................................ 135,822   February 2005 

LOGIPORT Kawasaki ................................................................................................................................ 160,218   March 2005 

Sodegaura ................................................................................................................................  50,963   August 2006 

Hamura ................................................................................................................................................................ 42,870   March 2007 

LOGIPORT Hokkaido ................................................................................................................................ 19,041   August 2007 

LOGIPORT Island City Hakata ................................................................................................  48,852   March 2008 

LOGIPORT Kitakashiwa* ................................................................................................................................ 127,165   April 2011 

LOGIPORT Sagamihara* ................................................................................................................................ 210,829   July 2011 

Atsugi ................................................................................................................................................................ 52,375   September 2011 

LOGIPORT Hashimoto* ................................................................................................................................ 156,609   October 2012 

LOGIPORT Kawagoe-Nishi ................................................................................................................................ 23,757   April 2014 
  

Notes:  
(1) Property names are those that were most recently used by the Sponsor Group and may differ from the current property name.  
(2) The gross floor area is based on the notice of verification of building construction or architectural drawing for each property and 

may be different from the figure in the property registry.  
(3) The date of development is based on the execution date of the relevant purchase agreement.  
(4) Other than the properties in our initial portfolio as indicated by an asterisk, we do not intend to acquire any of the properties 

listed above as of the date of this document.  

Representative Logistics Facility Investments by the Sponsor Group  
  

Property name
(1) 

  

Gross floor area
(2)  

  

Date of investment
(3)  

  

  
(m2) 

  

Daiei Kawasaki ................................................................................................................................ 69,064  October 2007 

Hiroshima ................................................................................................................................  9,795  December 2007 

Nishiura 1 ................................................................................................................................  6,599  March 2008 

Nishiura 2 ................................................................................................................................  18,282  March 2008 

LOGIPORT Nagareyama (A)* and (B)* ................................................................................................ 161,771  July 2009 

Tatsumi ................................................................................................................................................................ 18,161  June 2010 

LOGIPORT Higashi Ogishima (A)*, (B)* and (C)* ................................................................  388,343  July 2014 
  

Notes:  
(1) Property names are those that were most recently used by the Sponsor Group and may differ from the current property name.  
(2) The gross floor area is based on the notice of verification of building construction or architectural drawing for each property and 

may be different from the figure in the property registry.  
(3) The date of investment is based on the execution date of the relevant purchase agreement.  
(4) Other than the properties in our initial portfolio as indicated by an asterisk, we do not intend to acquire any of the properties 

listed above as of the date of this document.  

In addition, representative fund formations related to logistics facilities by the Sponsor Group are LASALLE JAPAN 
LOGISTICS I in 2004, LASALLE JAPAN LOGISTICS II in 2007 and LASALLE JAPAN LOGISTICS III in 2013.  

According to CBRE K.K., the Sponsor Group was the largest developer of large-scale (gross floor area of 100,000 m2 or 
more) leasable logistics facilities by gross floor area developed in the greater Tokyo area by private sector companies which 
construction was completed as of September 30, 2015, as shown in the following chart.  
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Track Record for Development of Large-scale Leasable Logistics Facilities  
in the Greater Tokyo Area  

  

 
  

Source: CBRE K.K. “Market Data of Logistics Properties (Third Quarter of 2015)”.  
Note:  
(1) Based on the total gross floor area of the large-scale (gross floor area of 100,000 m2 or more) leasable logistics facilities 

developed in the greater Tokyo area by private sector companies which construction was completed as of September 30, 2015, 
according to relevant press releases issued by each of the companies indicated above.  

In addition, according to CBRE K.K., among the ten largest leasable logistics facilities developed in Japan by real estate 
development and other companies in terms of gross floor area which construction was completed as of September 30, 2015, four 
properties were developed by the Sponsor Group and two other properties were previously owned and managed by the Sponsor Group, 
as shown in the table below.  

Ten Largest Leasable Logistics Facilities Developed in Japan  
by Gross Floor Area  

  

Property name 
  

Developer 
  

Location  

(city, prefecture) 
  

Gross floor 

area  
  

Number 

of floors 
  

Construction 

completion 

date  
  

      (m2)     

LOGIPORT Sagamihara
(1)

 ................................................................
LaSalle Investment 
Management K.K. Sagamihara, Kanagawa 210,829 5  August 2013  

      

(formerly) LOGIPORT Kawasaki(1) ................................................................
LaSalle Investment 
Management K.K. Kawasaki, Kanagawa 160,218 5  January 2008  

      

Prologis Park Kawajima ................................................................................................Prologis Kawajima, Hiki, Saitama 157,721 5  June 2011  
      

LOGIPORT Hashimoto(1) ................................................................
LaSalle Investment 
Management K.K. Sagamihara, Kanagawa 156,609 5  January 2015  

      

GLP Osaka ................................................................................................GLP (formerly Prologis) Osaka, Osaka 155,931 7  August 2004  
      

DPL Yokohama Daikoku ................................................................................................
Daiwa House Industry Co., 
Ltd. Yokohama, Kanagawa 149,339 6  March 2014  

      

Goodman Sakai ................................................................................................Goodman Japan Sakai, Osaka 148,969 4  April 2014  
      

LOGIPORT Higashi Ogishima (C)
(2)

 ................................................................Takaragumi Co., Ltd. Kawasaki, Kanagawa 148,799 6  February 2001  
      

(formerly) LOGIPORT Kashiwa(1) ................................................................
LaSalle Investment 
Management K.K. Kashiwa, Chiba 148,453 5  June 2006  

      

LOGIPORT Nagareyama (B) (Nagareyama LC)(2) ................................Tokyo Urban Development 
Co., Ltd. Nagareyama, Chiba 143,356 5  September 2008  

  

Source: CBRE K.K. “Market Data of Logistics Properties (Third Quarter of 2015)”.  
Notes:  
(1) Property developed by the Sponsor.  
(2) Property previously acquired by the Sponsor.  
(3) Other than the properties in our initial portfolio, we do not intend to acquire any of the properties listed above as of the date of 

this document.  
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(4) Based on the gross floor area of the large-scale (gross floor area of 100,000 m2 or more) leasable logistics facilities developed in 
Japan by real estate development and other companies which construction was completed as of September 30, 2015, according 
to relevant press releases issued by each of the companies indicated above.  

(5) The gross floor area is based on the notice of verification of building construction or architectural drawing for each property and 
may be different from the figure in the property registry.  

Moreover, Sponsor Funds are currently developing eleven logistics facilities in the Tokyo and Osaka areas with an 
anticipated average gross floor area of 47,674 m2 and an anticipated total gross floor area of 524,424 m2. In addition to these eleven 
properties, Sponsor Funds currently own one additional logistics facility that was acquired from a third party and the Sponsor or 
Sponsor Funds may in the future develop or acquire additional logistics facilities, though not all of these current or future logistics 
facilities are or necessarily will be prime logistics facilities. In addition, we do not intend to acquire any of these properties as of the 
date of this document.  

We believe that the Sponsor Group’s fund management, property development and investment capabilities as described 
above, in addition to its long-standing commitment to the Japanese market, will provide us with attractive and stable growth 
opportunities while minimizing the impact of any market environment changes.  

The Sponsor Group’s Active Asset Management Track Record  

Leasing Track Record  

The Sponsor Group has established a unique and robust tenant network in Japan through its extensive experience in 
managing logistics facilities and its track record of leasing a cumulative total area of approximately 1.86 million m2 (by leased area) 
since 2003, as shown in the chart below.  

Cumulative Track Record for Leasing Logistics Facilities in Japan  
  

 
  

Source: Compiled by the Asset Manager based on data provided by the Sponsor.  

In particular, the Sponsor Group has a dedicated leasing team with in-depth knowledge of logistics facilities that is capable 
of directly approaching existing and prospective tenants and proposing appropriate lease terms by understanding specific and potential 
tenant needs. This in turn has enabled the Sponsor Group to steadily attract new tenants and successfully control vacancy risks 
regardless of the market conditions, including during the time of recession of the logistics property leasing industry following the 
global financial crisis beginning in 2008. By taking full advantage of the leasing-related support provided through the sponsor support 
agreement, we will seek to attract and secure tenants of our portfolio.  
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Value-added Capital Expenditures  

The Sponsor Group also has a track record of increasing rent level by replacing vacating tenants and renovating aging 
properties through strategic capital expenditures based on a long-term perspective to increase their competitiveness. As one recent 
example, after receiving a request from an existing tenant to lower the rent at a logistics facility located in Koto-ku, Tokyo, the 
Sponsor Group replaced such tenant and subsequently conducted large-scale renovations of the facility. This decision was based on 
the Sponsor Group’s determination that the rent level of this facility was relatively low based on its analysis of the area’s vacancy rate 
and rent level trends as well as demand growth prospects for logistics facilities. Specifically, following the vacancy of the tenant, the 
Sponsor Group applied dust-proof coating to the interior and replaced all of the freight elevators to accommodate a wide variety of 
goods and packages. In addition, to improve the building’s durability as well as the work efficiency of the workers in the building, the 
Sponsor Group re-painted the entire exterior wall and updated lighting systems. Moreover, while the renovations were being 
conducted, the leasing team of the Sponsor Group examined market needs and approached prospective tenants by utilizing its tenant 
network. As a result, the Sponsor Group successfully entered into a long-term and fixed-term lease agreement with a new tenant with 
minimal downtime and increased the rent by approximately 4%.  

Sponsor Support Agreement and Trademark License Memorandum  

We intend to utilize the comprehensive support and capabilities of the Sponsor and other Sponsor Group companies to 
achieve growth in unitholder value, principally through the sponsor support agreement and trademark license memorandum.  

Sponsor Support Agreement  

On December 21, 2015, the Asset Manager entered into a sponsor support agreement with the Sponsor. The agreement 
expires on January 6, 2018 and will be automatically renewed on such date and every two years thereafter with the same terms unless 
otherwise notified in writing by one of the parties at least three months before the expiration of the agreement.  

The agreement will be terminated immediately, without regard to the remaining term of the contract and without need of 
notice to the other parties, in the event that any party to the agreement is dissolved, if the Asset Manager ceases to be a licensed 
financial instruments trader or ceases to be our asset manager or if JLL ceases to hold, directly or indirectly, a majority of the 
outstanding shares of the Asset Manager.  

Pursuant to the agreement, the Sponsor will provide us and the Asset Manager with the following support:  

• Provision of information related to logistics properties in Japan that are owned or managed by Sponsor Funds. 

If a Sponsor Fund intends to sell any logistics-related property, real estate equivalents such as land leasehold 
rights and surface rights, real estate based securities such as trust beneficiary interests in real estate or equity 
interest in anonymous association (tokumei kumiai) relating to real estate (in each case, including but not limited 
to real estate that meet our investment criteria, though limited to logistics-related real estate), collectively 
referred to as real estate assets, in Japan that are owned or managed by such Sponsor Fund, the Sponsor will, if 
deemed appropriate by the Sponsor, provide the Asset Manager with information on the sale of such real estate 
asset at least at the same time as when third parties receive such information. Notwithstanding the foregoing, the 
above will not apply in any of the following cases:  

• if the prospective buyer of such real estate asset has already been determined or a negotiation 

regarding the sale of such real estate asset has already commenced with a third party at the time the 
Sponsor Fund acquired, or commenced development of, the real estate asset;  

• if such real estate asset is subject to co-ownership, stratified ownership or partnership interests 

(including but not limited to interests held by investors and lenders), and the consent of other interest 
holders with respect to the provision of sale information cannot be obtained;  

• if a third party holds a consent right or preferential negotiation right over the sale of such real estate 

asset, and it can be reasonably determined that such third party is highly unlikely to provide the 
necessary consent or highly likely to exercise the preferential negotiation right;  

• the sale is related to a transaction (including but not limited to equivalent exchange, purchase and sale 

of specified assets, sale for the purpose of re-development, and land readjustment) necessary to 
acquire business opportunities within a reasonable period of time; and  

• the sale is a transaction within the Sponsor Group.  
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• Provision of information related to logistics properties in Japan that are owned or managed by third parties. If 

a third party (including but not limited to sellers and real estate brokers) intends to sell any logistics-related real 
estate asset in Japan that is owned or managed by such third party and the Sponsor obtains such information, 
the Sponsor will, if deemed appropriate by the Sponsor and subject to any confidentiality obligations, provide 
the Asset Manager with information on the sale of such real estate asset. Notwithstanding the foregoing, the 
above will not apply in any of the following cases:  

• if such real estate asset is subject to co-ownership, stratified ownership or partnership interests 

(including but not limited to interests held by investors and lenders), and the consent of other interest 
holders with respect to the provision of sale information cannot be obtained;  

• if a third party holds a consent right or preferential negotiation right over the sale of such real estate 

asset, and it can be reasonably determined that such third party is highly unlikely to provide the 
necessary consent or highly likely to exercise the preferential negotiation right; and  

• the sale is related to a transaction (including but not limited to equivalent exchange, purchase and 

sale of specified assets, sale for the purpose of re-development, and land readjustment) necessary to 
acquire business opportunities within a reasonable period of time.  

• Warehousing. To promote our smooth acquisition of properties in the future, the Asset Manager may request 

the Sponsor to arrange a way to temporarily warehouse a property owned by a third party for the purpose of 
selling such property to us at a later time, and the Sponsor will consider such warehousing arrangement. The 
following are subject to such consideration for warehousing by the Sponsor for our future acquisition:  

• properties that do not currently meet our investment criteria but that have sufficient potential to 

improve as to income or structure, whereupon such properties would, in the reasonable judgment of 
the Asset Manager, be appropriate for us to acquire;  

• properties planned for or currently under development that already have tenants secured and that, in 

the reasonable judgment of the Asset Manager, have limited risk as to completion, delivery and 
actual occupancy by such tenants; and  

• properties that currently meet our investment criteria but that are not appropriate under our financial 

strategy for us to immediately acquire.  

• Human resources-related support. The Sponsor will, to the extent reasonable and permitted by applicable law 

and regulations, provide the necessary human resource-related support for the purpose of allowing the Asset 
Manager to leverage the Sponsor’s property management knowledge and expertise that are necessary to execute 
property management services entrusted by us, while respecting the Asset Manager’s independence and 
considering our and the Asset Manager’s growth. Such human resource-related support includes the transfer or 
secondment of the Sponsor’s employees (in which case the terms and conditions of the transfer or secondment 
will be separately determined upon mutual consultation).  

• Equity investments by the Sponsor and JLL-controlled entity. In the event of any new issuance of our 

investment units, the Sponsor will consider in good faith the purchase of a portion of such newly issued units 
directly or will cause a JLL-controlled entity (i.e., an entity in which JLL holds, directly or indirectly, a 
majority of the outstanding shares) to consider in good faith the purchase of a portion of such newly issued 
units. The Sponsor and the Asset Manager acknowledge that neither the Sponsor nor the JLL-controlled entity 
is legally obligated to purchase the units, the agreement regarding the purchase will be made on the basis that it 
will not violate any of the applicable laws and regulations, including the FIEA, and the Sponsor will consider 
the purchase while being mindful of the applicable insider trading regulation.  

If the Sponsor or a JLL-controlled entity acquires the units we newly issue, the Sponsor intends to hold any 
such units for the foreseeable future and will make an effort to cause any relevant JLL-controlled entity to hold 
the units for the foreseeable future.  

Notwithstanding the foregoing, if deemed necessary in light of such factors as changes in market conditions or 
economic trends, the Sponsor or a JLL-controlled entity may, at its own discretion, sell the units it owns to a 
third party without notice to the Asset Manager.  



 71  

• Market analysis and other information. Upon request from the Asset Manager, to the extent permitted by 

applicable law and regulations and upon consultation with the Asset Manager as to the terms of the service to 
be provided, the Sponsor will provide the following services:  

• research-related services (analysis of logistics market trends, surveys of logistics facilities and tenant 

industries, surveys of real estate market trends, and surveys of specific property sites, commercial 
areas and the competitive environment);  

• information contributing to investment strategy;  

• information contributing to analysis of real estate investment; and  

• analysis and due diligence support related to individual properties.  

The above services will not include those that may be deemed to be investment management or investment 
advisory or agency services and will not be provided for properties sold by Sponsor Funds, and the Asset 
Manager will not grant the Sponsor any authority to manage any of our assets.  

• Logistics services. The Sponsor will provide the following logistics services to the Asset Manager:  

• leasing strategy planning;  

• creation of marketing materials, and planning and conducting of promotions and events;  

• assistance in building relationships with real estate brokers;  

• support addressing tenant requests and complaints;  

• surveys of demand; and  

• other logistics services associated with the above.  

In addition, we may also entrust the Sponsor with recruiting new tenants by separate agreement on an 
individual basis.  

Trademark License Memorandum  

On November 27, 2015, we entered into a trademark license memorandum with the Sponsor, pursuant to which the Sponsor 
has granted us a non-exclusive, ordinary use license to six trademarks, including “LaSalle Investment Management” and 
“LOGIPORT”. We have not paid and do not pay any fee in connection with the trademark license memorandum.  

Term and Termination  

The trademark license has a term of one year from November 27, 2015 through November 26, 2016 and renews 
automatically with the same terms unless otherwise notified in writing by one of the parties at least one month prior to the expiration 
of the agreement. In addition, any registration of renewal with respect to the duration of the trademark will be deemed to extend to our 
use of the trademark under the memorandum.  

The Sponsor may terminate the memorandum immediately without notice to us in the event that (i) our use of the trademark 
causes significant reputational damage to the Sponsor or the trademark, (ii) we violate any laws, regulations or administrative 
guidelines (including those that are not legally binding) or take any action contrary to public policy, (iii) we are ordered to suspend our 
business, or any of our business licenses or registrations are revoked by a regulatory authority or (iv) certain third parties outside the 
Sponsor Group become the direct or indirect holders of a majority of our outstanding units, or otherwise acquire the right to control us. 
In addition, if the asset management agreement between us and the Asset Manager is terminated or becomes invalid for any reason, 
the trademark license memorandum will terminate immediately.  

Business Operations Support Agreement  

On November 27, 2015, the Asset Manager also entered into a business operations support agreement with the Sponsor for 
the purpose of receiving certain administrative support from the Sponsor.  
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ASSET MANAGER 

The Asset Manager is LaSalle REIT Advisors K.K., a joint stock company incorporated under Japanese law in March 2002. 
LaSalle REIT Advisors K.K. is a wholly owned subsidiary of the Sponsor, LaSalle Investment Management K.K. As of the date of 
this document, the Asset Manager employed nine full-time employees, including real estate and finance professionals with extensive 
experience in property acquisitions and dispositions, leasing management, marketing, finance, tax, financial reporting and data 
processing, risk assessment and management.  

Asset Management Agreement  

We have entered into an asset management agreement with the Asset Manager in which we entrust the operation and 
management of our properties.  

Asset Management Fees  

Under the asset management agreement as currently in effect, we pay asset management fees to the Asset Manager as 
follows:  

• Management fees. The Asset Manager receives management fees, which comprises type 1-5 management fee as 

described below, payable by us.  

• Type 1 management fee: Asset-based fee. We pay to the Asset Manager a type 1 management fee for 

each quarter period (i.e., a first half and a latter half of each fiscal period). This type 1 asset 
management fee of up to 0.22% per year of our total assets (as stated in our balance sheet at the end 
of the immediately preceding fiscal period approved by our board of directors in accord with the ITA; 
provided, however, that in the case the quarter period for which the type 1 management fee is paid is a 
latter half of a fiscal period, the sale price of the assets acquired during the first half of such fiscal 
period (the sale price as stated in the purchase and sales agreement in case of acquisition by sales; the 
appraisal price of the asset acquired in case of acquisition by asset exchange; the amount of 
investment as stated in the investment agreement in case of acquisition by capital investment; or the 
amount of the assets recorded as assets (not including the ancillary expenses) in accordance with the 
Accounting Standard for Business Combination in case of acquisition by merger; provided, however, 
that the consumption tax and local consumption tax shall be excluded) shall be added, and the book 
value of the assets (as stated in the balance sheet as of the end of the immediately preceding fiscal 
period) disposed during the first half of such fiscal period (in case that the assets are not listed in the 
balance sheet as of the end of the immediately preceding fiscal period, the acquisition price) shall be 
subtracted) is payable by us within three month of the end of each quarter period. Notwithstanding the 
above, the type 1 management fee for the first fiscal period equals a pro rata amount, to the numbers 
of days from the day of each acquisition until the end of the first period, of up to 0.22% per year of 
the acquisition price of each asset.  

• Type 2 management fee: Operating income-based fee. We pay to the Asset Manager a type 2 

management fee for each fiscal period of up to 5.8% of the amount calculated by adding the 
depreciation, the deferred assets amortization and the disposition and appraisal loss  
(excluding those recognized as extraordinary loss) to, and subtracting the disposition and appraisal 
gain (excluding those recognized as extraordinary gain) from such period’s ordinary income before 
deducting (i) the type 2 and 3 management fee and (ii) non-deductible consumption tax etc. pertaining 
to (i). The type 2 management fee is payable by us within three months of the end of the fiscal period.  

• Type 3 management fee: EPU-based fee. We pay to the Asset Manager a type 3 management fee for 

each fiscal period of up to 0.026% of the total amount of the type 1 and 2 management fee multiplied 
by the EPU after adjustment. The EPU after adjustment is calculated by dividing the current net 
income of the fiscal period before deducting (i) the type 2 and 3 management fee and (ii) non-
deductible consumption tax etc. pertaining to (i) by the number of our issued and outstanding units as 
of the end of the fiscal period.  

In the case that we split/consolidate our units during the fiscal period, the amount of the type 3 asset 
management fee of such period and later shall be adjusted in proportion to the split/consolidation rate.  
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In the case that new units of ours are issued during the fiscal period pursuant to the execution of the 
unit acquisition rights allotted gratis to unitholders, the difference between the actual number of the 
units newly issued and the deemed number of units issued at market price (the actual number of units 
newly issued multiplied by a rate calculated by dividing the issuance price per unit by the market 
price per unit) shall be deemed as the number of units increased pursuant to the issuance for the 
purpose of calculating the type 3 management fee. In this case, the amount of the type 3 management 
fee of such period and later shall be adjusted by multiplying a rate calculated by dividing the 
difference between the number of our units issued and outstanding as of the end the fiscal period and 
the deemed number of units issued at market price of the fiscal period by the number of our units 
issued and outstanding as of the end of the immediately preceding fiscal period.  

For the purpose of calculation of the number of our units issued and outstanding, in the case that we 
acquire our own units and hold them undisposed or uncanceled as of the end of the fiscal period, such 
number shall be subtracted from the number of our units issued and outstanding.  

The type 3 management fee is payable by us within three months of the end of the fiscal period.  

• Type 4 management fee: Acquisition and disposition fees. We pay to the Asset Manager a type 4 

management fee for each acquisition/disposition of an asset-related property of up to 1.0% of the sale 
price (the sale price as stated in the purchase and sales agreement in case of acquisition/disposition by 
sales; the appraisal price of the asset we acquired/disposed in case of acquisition/disposition by asset 
exchange; or the amount of investment as stated in the investment agreement in case of 
acquisition/disposition by capital investment; provided, however, that the consumer tax and local 
consumption tax and the expense for the acquisition/disposition shall be excluded). The type 4 
management fee is payable by us by the end of the second month following the month of each 
acquisition/disposition.  

• Type 5 management fee: Merger fees. We pay to the Asset Manager a type 5 management fee, for 

services related to each of our consolidation-type/absorption-type merger (not limited to absorption-
type mergers where we survive such merger, but including mergers where we extinguish pursuant to 
the merger) including investigation and evaluation of the assets of the counter party, of up to 1.0% of 
the aggregated appraisal amount, as of the effective date of the merger, of a party’s assets to be 
transferred to an established or surviving entity pursuant to the merger. The type 5 management fee is 
payable by us within three months of the effective date of merger.  

Services Provided by the Asset Manager  

The Asset Manager provides the following services to us:  

• Asset management. The Asset Manager formulates and executes our investment strategy based on our basic 

investment policy with respect to our portfolio composition and other characteristics of our investment 
properties.  

• Financing. The Asset Manager is responsible for our financing and other financial affairs, including planning 

and budgeting functions, management of debt and equity issuances to fund our acquisitions, and investment of 
tenant leasehold and security deposits.  

• Reporting and regulatory filings etc. The Asset Manager reports to us, and to other parties on our behalf. The 

Asset Manager is also responsible for our regulatory filings.  

• Investment planning. The Asset Manager is responsible for formulating our investment strategy, including 

identifying acquisition targets, purchasing properties (which may include the renewal of tenant lease terms and 
property refurbishments) and disposing of properties.  

• Other. The Asset Manager also provides services related to the above matters and based on our individual 

requests, as well as the incidental or related services of the above services.  
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Management Structure of the Asset Manager  

The Asset Manager has a fiduciary responsibility for exercising a duty of care and a duty of loyalty to us. Under the 
management organization shown below, the Asset Manager operates while paying particularly careful attention to avoid conflicts of 
interest.  
  

 

Investment Policy and Acquisition Approval Process  

The following sets forth the Asset Manager’s investment guideline and acquisition approval process:  

• The Investment Department and the Finance & Management Department are responsible for drafting investment 

guidelines, while the Acquisitions Unit of the Investment Department is responsible for identifying potential 
acquisitions and drafting an acquisition plan based on the result of the due diligence on target assets.  

• Any draft of investment guideline and acquisition plan is submitted by the Investment Department (by both the 

Acquisitions Unit and the Asset Management Unit, together with the Finance Unit of the Finance & 
Management Department in the case of investment guideline or by the Acquisitions Unit in the case of 
acquisition), but in each case the proposal must first be submitted to the Compliance Officer, to confirm that the 
proposal conforms to applicable legislation and other compliance-related matters. Then, the proposal is 
submitted to the Investment Committee; provided, however, that where the Compliance Officer finds that the 
acquisition plan is a related-party transaction or that the proposed investment guideline or acquisition plan 
involves other matters that raise compliance issues, such investment guideline or acquisition plan shall be 
submitted to the Compliance Committee for review before the deliberation and the resolution of the Investment 
Committee.  
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• The Compliance Committee comprises the Compliance Officer as the chair, the President & and CEO, and one 

or more outside experts (who must be an independent attorney) appointed by the board of directors. The 
Compliance Committee in principle meets at least quarterly, and approves a submitted proposal by a unanimous 
vote with a quorum of at least two-thirds of the members who are eligible to vote on such proposal; provided, 
however, that the attendance of the Compliance Officer and the outside experts are mandatory, meaning that 
outside experts have a veto right.  

• Subject to the satisfactory resolution of any compliance issues, the General Manager of the Investment 

Department (in the case of the acquisition plan) or the General Manager of Investment Department and the 
General Manager of the Finance & Management Department (jointly, in the case of the investment guideline) 
may submit to the Investment Committee the investment guideline or the acquisition plan, as the case may be, 
approved through the deliberation and the resolution of the Compliance Committee, as well as the relevant 
materials. The investment guideline is determined through the deliberation and resolution of the Investment 
Committee, and then reported to the board of directors of the Asset Manager and LaSalle LOGIPORT REIT. On 
the other hand, the acquisition plan, after the deliberation and resolution of the Investment Committee, will be 
submitted to the board of directors of the Asset Manager for the deliberation and the resolution.  

• The Investment Committee comprises the Asset Manager’s President & CEO, the General Manager of 

Investment Department as the chair, the General Manager of the Finance & Management Department, the 
Compliance Officer, who must attend the Committee but does not have a voting right, and one or more outside 
experts (who must be qualified independent real estate appraisers) appointed by the board of directors. The 
Investment Committee in principle meets at least quarterly, and approves a submitted proposal by a unanimous 
vote with a quorum of at least two-thirds of the members who are eligible to vote on such proposal; provided, 
however, that the attendance of the Compliance Officer and the outside experts are mandatory, meaning that 
outside experts have a veto right.  

• The board of directors of the Asset Manager confirms that the assets planned to be acquired meet the 

requirement under the investment guideline and deliberate whether the acquisition price and conditions are 
appropriate considering the result of the due diligence. The acquisition is determined through the deliberation 
and resolution of the board of directors of the Asset Manager. However, if the plan is a related-party transaction, 
the Asset Manager shall submit the plan to the board of directors of LaSalle LOGIPORT REIT to gain a prior 
approval in accordance with the ITA. The acquisition plan determined through the deliberation and resolution of 
the board of directors of the Asset Manager, as well as the relevant materials, shall be reported to LaSalle 
LOGIPORT REIT.  

Dispositions of properties are determined through the same procedures as these acquisition procedures; provided, however, 
that it is not the Acquisitions Unit, but the Asset Management Unit in charge of drafting a disposition plan, and the due diligence 
process on assets to be disposed is not required.  
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The following chart summarizes the Investment Committee acquisition and investment guideline approval process:  
  

 

Corporate Governance of the Asset Manager  

The Asset Manager’s board of directors consists of five directors. The Asset Manager also has one corporate auditor and 
one compliance officer.  
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We intend to maintain a neutral and transparent system of governance. The Asset Manager’s Investment Committee 
requires a unanimous vote in order to make asset acquisition and disposal related resolutions, including approval by a qualified 
independent real estate appraiser appointed by the board of directors. Additionally, proposals to the Investment Committee can be 
instructed to be terminated or amended by the decision of the Compliance Committee or the Compliance Officer in order to comply 
with applicable laws. We have a mechanism to acquire assets on appropriate terms for purposes of protecting investors, including 
measures to address related-party transactions. In this way, we are able to ensure that assets are acquired through arm’s length 
transactions.  

See “—Investment Policy and Acquisition Approval Process”.  

Fiduciary Duty of the Asset Manager  

In addition to the Asset Manager’s contractual obligations to us under the asset management agreement, the FIEA provides 
that the Asset Manager owes us a fiduciary duty of loyalty and must conduct its activities as our asset manager in good faith. The 
FIEA also prohibits the Asset Manager from engaging in certain specified conduct, including entering into transactions under terms 
that differ from ordinary transactions on an arm’s length basis that are contrary to our interests. The Asset Manager is subject to 
potential liability for damages from breaches of its duties to us under the FIEA. See “Regulation—Act on Investment Trusts and 
Investment Corporations—Conflicts of Interest” for additional discussion of the Asset Manager’s duties to us under the FIEA.  

Rules Regarding Related-party Transactions  

The Asset Manager has adopted an internal set of rules that apply to all related-party transactions. These rules require strict 
compliance by the Asset Manager with laws and regulations regarding related-party transactions. They also contain specific 
procedures to be followed in the event of any acquisition, disposition, leasing activity or other transaction that involves a related party.  

For the purpose of these rules, a related party includes:  

(a) the Asset Manager and any director, corporate auditor, officer, employee or shareholder of the Asset Manager;  

(b) any subsidiary or affiliate of (a);  

(c) those specified as related parties in the Article 201(1) of the ITA other than (a) and (b); and  

(d) any special purpose company (whether a tokutei mokuteki kaisha, a godo kaisha, a joint stock company 
(kabushiki kaisha), an investment corporation or any other form), which any of (a) to (c) above (i) enters into an 
investment advisory contract, a discretionary investment contract or an asset management agreement with; 
(ii) holds more than half of investment in, anonymous association (tokumei kumiai) interests in or preferred 
equity of; (iii) established as a founder or an initial shareholder in order to have it hold assets under management 
to be transferred to us; or (iv) directors, corporate directors, officers or employees of any of (a) to (c) above 
constitute a majority of directors, corporate auditors and officers.  

When one of the parties involved in the sale or purchase of any property or other transaction is a related party, the rules that 
apply include the following:  

• Asset acquisition and disposals. In the case of an acquisition from or disposal to a related party in respect of real 

estate-related assets, we will in principle conduct the transaction at a price based on an appraisal  
(including a price based on a price investigation conducted with a technique similar to an appraisal) by a 
qualified real estate appraiser. The appraised value should generally be the upper limit of any acquisition 
transaction price and the lower limit in any anticipated disposal transaction price (each of them not including the 
expenses such as tax, acquisition or disposition costs, entrustment costs, deposits in a trust account, profits from 
entrustment or property tax paid on a pro rata basis). In the case that a related party bears the expenses such as 
for forming a special purpose company temporarily in order to transfer assets to us, we may add such amount to 
the acquisition transaction price for the purpose of calculating the upper limit.  

• Real estate leasing. When leasing a property to a related party, the terms must be deemed appropriate based on a 

consideration of market prices and standard leasing terms.  
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• Services related to property management. The Asset Manager may appoint or reappoint a related party as a 

property manager only after consideration based on multiple factors including know-how accumulated through 
an ongoing management of a target asset, as well as service fee standard, and negotiations, if necessary, 
concerning abatement of the fees to be paid.  

• Real estate brokerage services such as trading and leasing properties. Brokerage must be within the range 

specified in the Building Lots and Building Transaction Business Act of Japan.  

• Placing construction orders. The Asset Manager must in principle obtain an estimate for similar services from 

an unrelated third party before a related party may receive the order. The Asset Manager may order a related 
party to do construction work unless there is a large divergence between the estimated values from the related 
party and the unrelated third party; provided, however, that (i) if it is difficult to obtain an estimate from an 
unrelated third party because of a complexity of the construction caused by a peculiar characteristics of the 
building, or (ii) if the construction is expected to last long and a replacement of the constructor may result in a 
confusion of responsibilities, the Asset Manager may, after a consideration of market standard, order a related 
party to do construction work without any estimate from an unrelated party.  

• Financing. The Asset Manager must obtain financing based on terms that are in line with market conditions.  

See “Regulation—Act on Investment Trusts and Investment Corporations—Conflicts of Interest” for additional discussion 
of the Asset Manager’s duties to us under the FIEA. See also “Related-party Transactions” for additional information regarding 
related-party transactions.  

Management of the Asset Manager  

Directors  

The following tables provide brief biographies of the directors of the Asset Manager:  
  

Name 
  

Position 
    

Brief personal history 
  

Toshimitsu Fujiwara President & CEO Apr. 1, 1994 Nippon Life Insurance Company 
    

Mar. 25, 1997 Seconded to Nippon Life (Deutschland) GmbH (dissolved and 
liquidated in Mar. 2006) 

    

Mar. 25, 2000 Nippon Life Insurance Company 
    

Mar. 25, 2003 Seconded to NLI Properties East, Inc.  
(dissolved and liquidated in Mar. 2009) 

    

Aug. 1, 2008 MGPA Japan LLC (currently BlackRock Japan Co., Ltd. through 
business transfer) 

    

Oct. 19, 2009 Associate Director, Asset Management Unit, LaSalle Investment 
Management, K.K. 

    

Jul. 1, 2012 Director, Asset Management Unit 
    

Jul. 1, 2013 Regional Director, Asset Management Unit 
    

Oct. 1, 2013 Executive Director 
    

May 29, 2015 Seconded to LaSalle REIT Advisors K.K., President & CEO 
(acting) 

    

Yasushi Iwakata Director, General Manager of Investment Department Apr. 1, 1992 The Mitsui Trust and Banking Company, Limited  
(currently Sumitomo Mitsui Trust Bank, Limited) 

  

Aug. 1, 1992 Corporate Business Division II, Real Estate Business Department 
    

Oct. 1, 1994 Brokerage Business Division, Real Estate Business Department 
    

Jul. 1, 1996 Assistant Manager, Sales Planning Division I, Real Estate 
Business Department 

    

Oct. 1, 1996 Assistant Manager, Real Estate Business Division, Kobe Branch 
    

Jul. 1, 1997 Assistant Manager, Sales Promotion Division, Kobe Branch 
    

Apr. 1, 2000 Manager, Sales Promotion Division, Kobe Branch 
    

Jul. 1, 2000 Manager, Financial Consulting Division, Tsukaguchi Branch 
    

Apr. 1, 2001 Manager, Mortgage Section, Tsukaguchi Branch 
    

Apr. 1, 2004 Manager, Project Promotion Group I, Real Estate Planning and 
Administration Department 

    

Apr. 1, 2006 Manager, Legal Screening Group, Real Estate Planning and 
Administration Department 
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Name 
  

Position 
    

Brief personal history 
      

Oct. 1, 2007 Manager, Trust Supervision Group, Real Estate Supervision 
Department 

    

Aug. 1, 2010 Senior Manager, Trust Supervision Group, Real Estate 
Supervision Department 

    

Apr. 1, 2012 Senior Manager, Supervision Team, Real Estate Supervision 
Department 

    

May 27, 2015 Seconded to LaSalle REIT Advisors K.K., General Manager of 
Investment Department 

    

May 29, 2015 Director, General Manager of Investment Department (acting) 
    

Daisuke Ishida Director, General Manager of Finance & Management 
Department 

Apr. 1, 2004 Sumitomo Mitsui Banking Corporation 
  

Jun. 1, 2006 KPMG FAS Co., Ltd. 
  

Nov. 1, 2010 LaSalle Investment Management K.K. 
    

Jul. 1, 2014 Associate Director, Acquisitions, Logistics Department 
    

May 29, 2015 Seconded to LaSalle REIT Advisors K.K., Director, General 
Manager of Finance & Management Department (acting) 

    

Yasuo Nakashima Director Apr. 1, 1991 Estate Application Business Department, Recruit Cosmos Co., 
Ltd. (currently, Cosmos Initia Co., Ltd.) 

    

Jul. 1, 1991 Seconded to Recruit Building Management Co., Ltd.  
(currently Xymax Corporation) (transferred in Oct. 1991) 

    

Oct. 1, 1993 Architectural Supervision Department, Tokyo Branch  
(leave of absence from May 1999 to May 31, 2002) 

    

Jan. 1, 2000 Co-Founder and Managing Director, Prospect Development 
Corporation 

    

Jun. 3, 2002 LaSalle Investment Management K.K. 
    

Jan. 1, 2009 Representative Director and President (acting) 
    

Oct. 26, 2009 Director, Redwood Yugen Kaisha (acting) 
    

Mar. 31, 2011 Director (part-time), LaSalle Investment Advisors K.K.  
(currently LaSalle REIT Advisors K.K.) (acting) 

    

Apr. 30, 2015 Director, Kabushiki Kaisha KI System Engineering (acting) 
    

Oct. 16, 2015 Executive Officer, Hakone Kanko Kaihatsu Godo Kaisha (acting) 
    

Jeremy Paul Snoad Director Jan. 1, 1990 Jones Lang Wootton S.A. (France) (currently, Jones Lang  
LaSalle S.A.) 

    

Apr. 25, 1991 Director, William Jeffcoat Limited (U.K.) (acting) 
    

Oct. 1, 1992 Director (Finance), Jones Lang Wootton Germany GmbH 
(Germany) (currently, Jones Lang LaSalle Germany GmbH) 

    

Aug. 1, 1999 Director (Internal Audit), Jones Lang LaSalle USA Inc. (U.S.A.) 
    

May 1, 2004 Asia Regional Director in charge of Finance & Operation, LaSalle 
Investment Management K.K. 

    

Sept. 8, 2005 Director, LaSalle Investment Management Korea Yuhan Hoesa 
(Korea) (acting) 

    

Mar. 31, 2009 Director (part-time), LaSalle Investment Management K.K. 
(acting) 

    

Nov. 1, 2009 Director, LaSalle Investment Management Asia Private Limited 
(Singapore) (acting) 

    

Jul. 6, 2011 Director, LIM Asia Co-Investments Pte. Ltd. (Singapore) (acting) 
    

May 11, 2015 Director, LaSalle Investment Management Company Limited 
(Korea) (acting) 

    

May 22, 2015 Director, LaSalle Japan Logistics II GP Ltd. (Cayman Islands) 
(acting) 

    

May 22, 2015 Director, LaSalle Asia Opportunity III GP Ltd. (Cayman Islands) 
(acting) 

    

May 22, 2015 Director, LaSalle Asia Opportunity Investors III GP Ltd.  
(Cayman Islands) (acting) 

    

May 22, 2015 Director, LaSalle Asia Opportunity IV GP Ltd. (Cayman Islands) 
(acting) 

    

May 22, 2015 Director, LaSalle Japan Logistics III GP Ltd. (Cayman Islands) 
(acting) 

    

May 22, 2015 Director, LaSalle Japan Logistics Investors II GP Ltd.  
(Cayman Islands) (acting) 

    

May 29, 2015 Director (part-time), LaSalle REIT Advisors K.K. (acting) 
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Corporate Auditor and Compliance Officer  

The following table provides a brief biography of the Asset Manager’s corporate auditor and compliance officer:  
  

Name Position Brief personal history 
Kyoko Ariki Corporate Auditor Apr. 1, 1995 Finance Institutions Sales Department, Tokyo Securities Co., Ltd. (currently Tokai Tokyo 

Securities Co., Ltd.) 
Dec. 1996 Investment Banking Department, Salomon Brothers Asia Securities, Ltd.  

(currently Citigroup Global Markets Japan Inc.) 
Oct. 2002 Legal Department, Commerz Securities (Japan) Company Limited 
Aug. 2003 Transaction Management Group, J.P. Morgan Trust Bank Ltd. (currently The Bank of 

New York Mellon Trust (Japan), Ltd.) 
May 2006 Global Principal Investments, Merrill Lynch Japan Securities Co., Ltd. 
Nov. 24, 2010 Transaction/Legal, Blackstone Group Japan K.K. 
Jul. 17, 2012 Compliance Department, Barclays Securities Japan Limited 
Jul. 8, 2014 Legal & Compliance Officer, LaSalle Investment Management K.K. (acting) 
May 29, 2015 Corporate Auditor (part-time), LaSalle REIT Advisors K.K. (acting) 

    

Tomofumi Konno Compliance Officer Apr. 1, 1984 The Hokkaido Takushoku Bank, Ltd. (currently Sumitomo Mitsui Trust Bank, Limited) 
Jan. 4, 1996 Senior Manager, Loan Section, Asagaya-Kita Branch 
Nov. 16, 1998 Manager, Loan Section, Asagaya-Kita Branch 
Mar. 10, 2000 Section Manager, Loan Section, Asagaya-Kita Branch 
Jan. 1, 2001 Senior Manager, Loan Section, Asagaya-Kita Branch 
Apr. 1, 2001 Credit Supervisor, Credit Supervision Group II, Credit Supervision Department V 
Jul. 1, 2001 Credit Supervisor, Credit Group II, Loan Department 
Jul. 1, 2003 Senior Manager, Corporate Sales Section I, Kyoto Branch 
Oct. 1, 2005 Deputy General Manager, Shakujii Branch 
Oct. 1, 2006 Seconded from Real Estate Investment Promotion Department II to Morimoto Asset 

Management Co., Ltd. (currently Daiwa House Asset Management Co., Ltd.) 
May 1, 2007 Senior Manager, Business Loan Section, Tachikawa Branch 
Apr. 1, 2008 Seconded from Credit Planning Department to Chuo Mitsui Trust Guarantee Co., Ltd. 

(currently Sumitomo Mitsui Trust Guarantee Co., Ltd.) 
Apr. 1, 2012 Seconded from Headquarters to Sumitomo Mitsui Trust Guarantee Co., Ltd. 
May 1, 2013 Transferred to Sumitomo Mitsui Trust Guarantee Co., Ltd., Senior Manager, Control 

Division 
Jun. 15, 2015 Seconded to LaSalle REIT Advisors K.K. as Compliance Officer (acting) 
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INITIAL PORTFOLIO 

Overview of the Initial Portfolio  

We acquired eight properties on February 17, 2016. The properties we acquired contain a gross floor area of 936,017.58 m2. 
We own all of the properties in the form of trust beneficiary interests.  

We note that information for the properties is given as of September 30, 2015 unless otherwise stated in this document. The 
information does not refer to subsequent changes resulting from, for example, the addition, or expected addition, of new tenants or the 
loss, or expected loss, of former or current tenants. We do not believe, however, that any such changes have had or will have a 
material adverse effect on the initial portfolio.  

For a description of this trust beneficiary ownership structure, see “Description of the Trust Agreements and the Statutory 
Rights Regarding the Property Trusts”.  

 

Acquisitions on February 17, 2016  

The following table provides summary information for the eight properties we acquired on February 17, 2016:  
  

Property 

number 
 

Property 
  

Location (city, 

prefecture) 
  

Date of 

construction(1) 
  

Number 

of 

tenants(2)  
  

Annual 

contracted 

rent(3)  
  

Security 

deposit(4)  
  

Land 

area(5)  
  

Gross floor 

area(6)  
  

Total leasable 

area(7)  
  

Total leased 

area(8)  
  

Occupancy 

rate(9)  
  

Acquisition 

price(10)  
  

          (in millions) (in millions) (m2) (m2) (m2) (m2) (%) (in millions) 
Tokyo area:                       
Tokyo-1  LOGIPORT 

Hashimoto(11) 
Sagamihara, 
Kanagawa  1/2015  9 ¥ 516   ¥ 186    67,746.26 145,801.69  130,165  94,020  72.2  ¥ 21,200 

Tokyo-2  LOGIPORT 
Sagamihara(12) 

Sagamihara, 
Kanagawa  8/2013  15  1,274   316   94,197.27 200,045.57  180,971  177,011  97.8   23,020 

Tokyo-3  LOGIPORT 
Kitakashiwa 

Kashiwa, Chiba 
 10/2012  12  1,309   366   49,462.95 104,302.62  100,349  100,221  99.9   25,300 

Tokyo-4  LOGIPORT 
Nagareyama (A) 

Nagareyama, Chiba 
 7/2008  1  — (13)  —(13)  9,243.95  17,673.87  18,172  18,172  100.0   3,500 

Tokyo-5  LOGIPORT 
Nagareyama (B) 

Nagareyama, Chiba 
 7/2008  9  1,349   331   59,233.95 133,414.76  112,684  112,388  99.7   26,600 

Tokyo-6  LOGIPORT 
Higashi 
Ogishima (A) 

Kawasaki, 
Kanagawa 

 4/1987  22  1,090   324   25,000.02 100,235.67  85,281  82,637  96.9   19,000 
Tokyo-7  LOGIPORT 

Higashi 
Ogishima (B) 

Kawasaki, 
Kanagawa 

 4/1991  18  1,150   394   29,901.83 117,546.26  103,731  99,253  95.7   19,120 
Tokyo-8  LOGIPORT 

Higashi 
Ogishima (C) 

Kawasaki, 
Kanagawa 

 9/2001  15  1,146   242   29,769.94 116,997.14  114,925  94,788  82.5   23,700 
                           

Total............................      101 ¥ — (13) ¥ —(13) 364,556.17 936,017.58  846,281  778,493 92.0 / 92.9(14) ¥161,440  
                         

  

Notes:  
(1) Date of construction represents the construction month of the main building as described in the property registry. For properties 

with several main buildings, the construction month of the oldest building is listed.  
(2) Number of tenants is based on the number of lease agreements for each property in trust as of September 30, 2015. For 

properties with master lease agreements, this is the total number of end-tenants. However, tenants who have entered into 
multiple lease agreements are counted as one tenant.  

(3) Annual contracted rent is calculated by multiplying by twelve the monthly contracted rent (including common area maintenance 
fees but excluding consumption taxes; if the property has multiple tenants, the total of all monthly rents) for each property as 
indicated in the relevant lease agreements of each property in trust as of September 30, 2015.  

(4) Security deposit represents the outstanding balance of tenant leasehold and security deposit from the relevant end-tenants set 
forth in the lease agreements effective as of September 30, 2015.  

(5) Land area is based on the property registry for each property in trust.  
(6) Gross floor area is based on the property registry for each of the buildings in relation to each property in trust  

(excluding buildings that are not leased).  
(7) Leasable area is equivalent to gross leasable space in each property based on the lease agreements or floor plans as of 

September 30, 2015.  
(8) Leased area is equivalent to gross floor area of leased space in each property based on the lease agreements as of September 30, 

2015. For properties with master lease agreements, this is based on sublease agreements with the end-tenants.  
(9) Occupancy rate is calculated by dividing leased area for each property with leasable area as of September 30, 2015.  
(10) Acquisition price is as set forth in the relevant purchase agreements, and does not include consumption taxes, local taxes or 

acquisition expenses.  
(11) For LOGIPORT Hashimoto, the annual contracted rent, security deposit and acquisition price provided are in proportion to our 

55% trust co-ownership interest. Other figures are in respect of the entire property.  
(12) For LOGIPORT Sagamihara, the annual contracted rent, security deposit and acquisition price provided are in proportion to our 

51% trust co-ownership interest. Other figures are in respect of the entire property.  
(13) We have not obtained permission from the tenant of LOGIPORT Nagareyama (A) to disclose annual contracted rent and security 

deposit.  
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(14) Total occupancy rate is 92.0% without pro-rating the leasable and leased areas of LOGIPORT Hashimoto and LOGIPORT 
Sagamihara for our respective 55% and 51% trust co-ownership interests. Total occupancy rate after pro-rating the leasable and 
leased areas is 92.9%.  

Portfolio Diversification  

The following tables provide various breakdowns of our initial portfolio based on several different criteria:  

Distribution by Property Age  
  

Initial portfolio(1) 
  

Number of 

properties 
  

Gross floor 

area(2)(3)  
  

Percentage of 

gross floor area 
  

Acquisition 

price  
  

Percentage of total 

acquisition price  
  

    
(m2) (%) (in millions) (%) 

At least 20 years ................................................................ 2  217,781.93   23.3 ¥ 38,120  23.6 

At least 15 years but less than 20 years................................ —  —   —  —  — 

At least 10 years but less than 15 years................................ 1  116,997.14   12.5  23,700  14.7 

At least 5 years but less than 10 years................................ 2  151,088.63   16.1  30,100  18.6 

Less than 5 years ................................................................ 3  450,149.88   48.1  69,520  43.1 
            

Total ................................................................ 8  936,017.58   100.0 ¥161,440   100.0 
            

  

Notes:  
(1) Property age refers to the number of years from the date of the new construction of the main building of the property set out in 

the real estate registry to September 30, 2015.  
(2) Gross floor area is based on the property registry for each of the buildings in relation to each property in trust  

(excluding buildings that are not leased).  
(3) For LOGIPORT Hashimoto and LOGIPORT Sagamihara, the gross floor areas provided are for the entire property.  

Distribution by Gross Floor Area  
  

Initial portfolio 
  

Number of 

properties 
  

Gross floor 

area(1)(2)  
  

Percentage of 

gross floor area 
  

Acquisition 

price  
  

Percentage of total 

acquisition price  
  

    (m2) (%) (in millions) (%) 
At least 100,000 m2  ................................................................ 7 918,343.71  98.1  ¥157,940  97.8  
At least 50,000 m2 but less than 

100,000 m2................................................................ —  —  —   —  —  
At least 30,000 m2 but less than 50,000 m2 ................................ —  —  —   —  —  
At least 10,000 m2 but less than 30,000 m2 ................................ 1  17,673.87  1.9   3,500  2.2  
Less than 10,000 m2 ................................................................ —  —  —   —  —  

            

Total ................................................................  8 936,017.58  100.0  ¥161,440  100.0  
            

  

Notes:  
(1) Gross floor area is based on the real estate registry for each of the buildings in relation to each property in trust  

(excluding buildings that are not leased).  
(2) For LOGIPORT Hashimoto and LOGIPORT Sagamihara, the gross floor areas provided are for the entire property.  
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Distribution by Lease Term Remaining  
  

Initial portfolio(1) 
  

Leased area(2)(3) 
  

Percentage of

leased area  
  

Annual contracted 

rent(2)(3)  
  

Percentage of annual

contracted rent  
  

  (m2) (%) (in millions) (%) 
At least 7 years ................................................................ 74,291  11.4 ¥ 981   12.2 
At least 5 years but less than 7 years ................................ 47,348  7.3  593  7.4 
At least 3 years but less than 5 years ................................ 114,571  17.6  1,508  18.8 
At least 1 year but less than 3 years ................................ 206,769  31.8  2,686  33.5 
Less than 1 year ................................................................ 206,467  31.8  2,252  28.1 

          

Total ................................................................................................ 649,448  100.0 ¥ 8,023   100.0 
          

  

Notes:  
(1) Lease term remaining is based on the lease agreements for the acquisitions effective as of September 30, 2015.  
(2) Leased area is equivalent to gross floor area of leased space in each property based on the lease agreements as of September 30, 

2015. Annual contracted rent is calculated by multiplying by twelve the monthly contracted rent (including common area 
maintenance fees but excluding consumption taxes; if the property has multiple tenants, the total of all monthly rents) for each 
property as indicated in the relevant lease agreements of each property in trust as of September 30, 2015 and calculated for each 
of the remaining lease terms.  

(3) For LOGIPORT Hashimoto and LOGIPORT Sagamihara, the leased area and annual contracted rent provided are in proportion 
to our share of the trust beneficiary co-ownership interests (55% and 51%, respectively).  

Distribution by Year of Lease Expiration  
  

Initial portfolio(1) 
  

Leased area(2)(3) 
  

Percentage of leased 

area  
  

  
(m2) (%) 

2015(4) ................................................................................................................................................................ 102,850  13.2 
2016 ................................................................................................................................................................ 131,343  16.9 
2017 ................................................................................................................................................................ 120,412  15.5 
2018 ................................................................................................................................................................ 106,201  13.6 
2019 ................................................................................................................................................................ 52,758  6.8 
2020 ................................................................................................................................................................ 113,669  14.6 
2021 ................................................................................................................................................................ —  — 
2022 ................................................................................................................................................................ 24,083  3.1 
2023 ................................................................................................................................................................ 23,362  3.0 
2024 ................................................................................................................................................................ 54,300  7.0 
2025 ................................................................................................................................................................ 49,517  6.4 

      

Total ................................................................................................................................  778,493  100.0 
      

  

Notes:  
(1) Year of lease expiration is based on the lease agreements for the acquisitions effective as of September 30, 2015.  
(2) Leased area is equivalent to gross floor area of leased space in each property based on the lease agreements as of September 30, 

2015.  
(3) For LOGIPORT Hashimoto and LOGIPORT Sagamihara, the leased areas provided are with respect to the entire property, not 

in proportion to our share of the trust beneficiary co-ownership interests (55% and 51%, respectively).  
(4) 97.6% of the leases (by leased area) subject to expiration in 2015 were renewed or recontracted with new tenants in 2015.  

Forecast and Appraisal Net Operating Income Yield  

We present below information related to net operating income yield, or NOI yield, with respect to each of the eight 
properties we acquired in February 2016. We define net operating income of a property for this purpose as operating revenues, less 
operating expenses, plus depreciation, and NOI yield of a property as net operating income of the property divided by the acquisition 
price or the anticipated acquisition price, as the case may be. We consider net operating income to be a useful measure because it 
provides a performance measure that reflects the revenues and expenses directly associated with owning and operating the properties 
we own or expect to acquire. In addition, we consider NOI yield to be a useful measure because it can be used as a rough measure to 
value a property based on net operating income. Other companies, however, may not hold the same view regarding NOI yield or use 
different methodologies for calculating NOI yield, and accordingly, our NOI yield may not be comparable to those used by other 
companies.  
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All NOI yields presented below are estimates related to these properties and have been derived using one of the following 
methods:  

• Tax-adjusted Forecast NOI yield: calculated on an annualized basis using the relevant assumptions regarding 

operating revenues and operating expenses set forth under “Forecasts for the Fiscal Periods Ending August 31, 
2016 and February 28, 2017”, except that we have adjusted capitalized initial property-related taxes as if they 
were expensed, by using estimated tax expenses for the fiscal period ending August 31, 2017; and  

• Stabilized Appraisal NOI yield: based on the stabilized net operating income assumed by the appraiser of the 

relevant property for the direct capitalization analysis contained in the relevant appraisal report.  

All NOI yields presented below are therefore forward-looking information subject to various risks, uncertainties 

and assumptions about our business. Thus, our actual results may differ materially from those implied by the NOI yields. In 

addition, each NOI yield is subject to a considerable degree of subjectivity. Different assumptions or judgments could lead to 

different NOI yields with respect to any property under the same set of facts and circumstances. Prospective investors should 

read the following NOI yield discussion together with the risks and uncertainties contained in “Risk Factors” and elsewhere in 

this document and make their own independent assessments of our future performance and prospects. Potential risks and 

uncertainties that could cause our actual results to differ materially from the Tax-adjusted Forecast NOI yields or the 

Stabilized Appraisal NOI yields include, without limitation:  

• our lack of operating history;  

• the Asset Manager’s limited experience in operating a J-REIT;  

• the lack of historical financial statements for any of the eight properties in our initial portfolio;  

• adverse conditions in the Japanese economy;  

• our strategy of investing in logistics facilities, which subjects us to risks uncommon to other J-REITs that invest 

in a broader range of real estate or real estate-related assets;  

• the past experience of the Sponsor Group in the Japanese real estate market being no indicator or guarantee of 

our future results;  

• our reliance on the Sponsor and other Sponsor Group companies;  

• potential conflicts of interest between us and certain Sponsor Group companies, including the Asset Manager, 

Sponsor Funds and other JLL Group companies;  

• significant competition in seeking tenants and difficulty in finding replacement tenants;  

• the occurrence of natural or man-made disasters;  

• any defect in our properties, including faulty installation of foundation piles; and  

• concentration of properties in our initial portfolio in the Tokyo area.  

We make no representation that we will achieve the results anticipated by any Tax-adjusted Forecast NOI yield or 
Stabilized Appraisal NOI yield presented below. We do not intend and we disclaim any duty to update the assumptions used in 
connection with the Tax-adjusted Forecast NOI yields and Stabilized Appraisal NOI yields. Neither the Tax-adjusted Forecast NOI 
yields nor the Stabilized Appraisal NOI yields may represent or indicate the current or future operations and results of the properties 
that we own or intend to acquire.  

Tax-adjusted Forecast NOI Yield  

The Tax-adjusted Forecast NOI yields we present below are calculated on an annualized basis using the relevant 
assumptions regarding operating revenues and operating expenses for the fiscal period ending February 28, 2017 set forth under 
“Forecasts for the Fiscal Periods Ending August 31, 2016 and February 28, 2017”, except that we have adjusted capitalized initial 
property-related taxes as if they were expensed, by using estimated tax expenses for the fiscal period ending August 31, 2017. Our 
forecast assumptions are subject to various risks and uncertainties, and the actual results of the properties we own or expect to acquire 
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may differ materially from those contained in such forecasts and assumptions. One or more forecast assumption may turn out to be 
incorrect. See “Forecasts for the Fiscal Periods Ending August 31, 2016 and February 28, 2017”. No attempt has been made to 
“stabilize” or otherwise adjust for any one-time or other factors that may be specific to the fiscal period ending February 28, 2017 
other than the capitalized initial property-related taxes.  

The following table shows the Tax-adjusted Forecast NOI yield for each of the eight properties we acquired in February 
2016.  
  

Property 
  

Tax-adjusted Forecast 

NOI yield  
  

  
(%) 

LOGIPORT Hashimoto ................................................................................................................................................................4.4 
LOGIPORT Sagamihara ................................................................................................................................................................4.7 
LOGIPORT Kitakashiwa ................................................................................................................................................................4.5 
LOGIPORT Nagareyama (A) ................................................................................................................................ 4.7 
LOGIPORT Nagareyama (B) ................................................................................................................................ 4.5 
LOGIPORT Higashi Ogishima (A) ................................................................................................................................ 4.7 
LOGIPORT Higashi Ogishima (B) ................................................................................................................................ 4.9 
LOGIPORT Higashi Ogishima (C) ................................................................................................................................ 4.6 

The following table shows information regarding the portfolio Tax-adjusted Forecast NOI and Tax-adjusted Forecast NOI 
yield for our initial portfolio.  
  

Portfolio Tax-adjusted Forecast NOI(1) ................................................................................................................................ ¥ 7,414 million 

Portfolio Tax-adjusted Forecast NOI yield(2) ................................................................................................................................ 4.6% 
  

Notes:  
(1) Portfolio Tax-adjusted Forecast NOI is the sum of the Tax-adjusted Forecast NOI for each property.  
(2) Portfolio Tax-adjusted Forecast NOI yield is Tax-adjusted Forecast NOI, divided by the aggregate acquisition price.  

Stabilized Appraisal NOI Yield  

We present below the Stabilized Appraisal NOI yield of each of the eight properties that we acquired in February 2016, as 
well as the portfolio Stabilized Appraisal NOI yield for our initial portfolio, based on net operating income assumptions used for the 
direct capitalization analysis included in the appraisal report on each such property. The Stabilized Appraisal NOI yield of a property 
is calculated as the stabilized annual net operating income estimated as part of the relevant direct capitalization analysis, divided by 
the aggregate acquisition price or anticipated acquisition price. The portfolio Stabilized Appraisal NOI yield for our initial portfolio is 
calculated as the sum of each net operating income estimate based on the direct capitalization analysis included in the appraisal report, 
divided by the aggregate acquisition price or anticipated acquisition price for the properties.  

We present Stabilized Appraisal NOI yield information below for investors who may be interested in comparing such 
information with the Tax-adjusted Forecast NOI yield information presented in “—Tax-adjusted Forecast NOI yield” above. However, 
we make no representation whatsoever as to whether such comparison should inform any investor’s decision as to whether to invest in 
our units. As discussed in greater detail in “Appraisals and Engineering, Environmental and Seismic Reviews—Appraisals—
Limitations of Appraisals”, appraisal values, along with any measures used to generate appraisal values such as net operating income, 
are inherently speculative and subject to various assumptions, estimations and judgments. We thus provide the following information 
regarding Stabilized Appraisal NOI yields to you “as is” without warranty or guarantee of any kind as to its accuracy or usefulness to 
us, the Asset Manager or to you. In addition to the potential risks and uncertainties that are listed above in “—Forecast and Appraisal 
Net Operating Income Yield”, there are potential risks and uncertainties specific to Stabilized Appraisal NOI yields that may 
significantly diminish the utility of comparing any Tax-adjusted Forecast NOI yield to Stabilized Appraisal NOI yield, including but 
not limited to the following:  

• Information that an appraiser uses to estimate the net operating income of a property may be more limited than 

the information we or the Asset Manager have to estimate the net operating income of the same property, as an 
appraiser can make this estimation only based on information that it can acquire or that is disclosed to it. For 
instance, the appraiser’s ability to enter a property to inspect buildings and observe tenant activities is more 
limited, and the appraiser must rely more heavily on documents and other written materials to analyze the 
property. Limitations in the information used to appraise the value of a property could magnify the subjectivity 
of the appraisal process.  
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• In estimating anticipated operating revenues or operating expenses, an appraiser may be at an inherent 

disadvantage in analyzing the impact of factors that are internal to the operations of the Asset Manager, such as 
the benefit of the Sponsor Group’s value chain or leases with related parties. For example, an appraiser may 
underestimate our ability to leverage the Sponsor Group’s resources to bring down operating expenses, while 
overestimating our ability to retain certain related parties as long-term tenants. In addition, the appraiser may 
give undue weight to market data to supplement its analysis.  

• As discussed in further detail in “Appraisals and Engineering, Environmental and Seismic Reviews—

Appraisals”, we have retained two appraisers to appraise the value of eight properties in our initial portfolio. 
Because each appraiser employs its own appraisal methodology subject to a unique set of assumptions, 
estimations and judgments, to the extent that there is any meaningful value in comparing various Tax-adjusted 
Forecast NOI yields and Stabilized Appraisal NOI yields, such value is likely to be significantly diminished by 
different appraisers’ uses of inconsistent appraisal methodologies.  

• The NOI of a property contained in the appraisal reports we obtain reflects the analysis and assumptions of the 

relevant appraiser as of the date of the relevant appraisal report, which in some cases may be a significant period 
of time prior to the date of this document. If we were to obtain updated appraisal reports, such reports may 
contain NOI amounts materially different from those we have used to calculate Stabilized Appraisal NOI yield 
below.  

In general, when estimating anticipated NOI of a property, the appraiser makes its own independent assumptions, estimates 
and judgments with respect to anticipated operating revenues and operating expenses, which in turn require making assumptions, 
estimates and judgments generally with respect to the same set of factors that are described under “Operating Revenues” and 
“Operating Expenses” in “Forecasts for the Fiscal Periods Ending August 31, 2016 and February 28, 2017—Key Assumptions 
Underlying the Forecasts Announced on February 4, 2016”. Such items typically include the following:  

• Operating revenues: rent, common charges, utilities, parking and other revenues, loss from vacancy and 

delinquent payments, primarily based on review of each tenant’s business, comparable transactions and other 
market data; and  

• Operating expenses: repair and maintenance, utilities, property management fees, advertisement and other 

leasing costs, taxes, insurance and other costs, primarily based on review of engineering reports, rent rolls and 
other historical financial data, comparable transactions, projections from us, public tax records and insurance 
cost estimates.  

Any difference in the assumptions, estimates and judgments between us and an appraiser with respect to any of these items 
or other relevant factors could result in a material difference in Tax-adjusted Forecast NOI yield and Stabilized Appraisal NOI yield 
with respect to the same property. In particular, the proximity of a Stabilized Appraisal NOI to a Tax-adjusted Forecast NOI yield with 
respect to the same property may not imply at all the reasonableness of the forecast assumptions used for the Tax-adjusted Forecast 
NOI yield or the likelihood that we will in fact achieve the results anticipated by the Tax-adjusted Forecast NOI yield.  

The following table shows the Stabilized Appraisal NOI yield for each of the eight properties we acquired in February 2016.  
  

Property 
  

Stabilized Appraisal NOI yield 
  

  
(%) 

LOGIPORT Hashimoto ................................................................................................................................ 4.6 
LOGIPORT Sagamihara ................................................................................................................................ 4.7 
LOGIPORT Kitakashiwa ................................................................................................................................ 4.6 
LOGIPORT Nagareyama (A) ................................................................................................................................ 5.3 
LOGIPORT Nagareyama (B) ................................................................................................................................ 4.8 
LOGIPORT Higashi Ogishima (A) ................................................................................................................................ 5.2 
LOGIPORT Higashi Ogishima (B) ................................................................................................................................ 5.6 
LOGIPORT Higashi Ogishima (C) ................................................................................................................................ 5.1 

The following table shows information regarding the portfolio Stabilized Appraisal NOI and Stabilized Appraisal NOI 
yield of our initial portfolio.  
  

Portfolio Stabilized Appraisal NOI(1) ................................................................................................................................ ¥ 7,944 million  
Portfolio Stabilized Appraisal NOI yield(2) ................................................................................................................................ 4.9% 
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Notes:  
(1) Portfolio Stabilized Appraisal NOI is the sum of the net operating income for each property as used in the direct capitalization 

analysis included in the relevant appraisal report.  
(2) Portfolio Stabilized Appraisal NOI yield is Stabilized Appraisal NOI, divided by the aggregate acquisition price.  

Key Properties  

The following table provides information regarding our key properties, which we define as any property that will represent 
10% or more of the total annual contracted rent of our initial portfolio, based on contracted rent as of September 30, 2015:  
  

Property 
  

Annual contracted 

rent(1)  
  

Percentage of 

portfolio annual 

contracted rent 
  

  (in millions) (%) 
LOGIPORT Sagamihara(2) ................................................................................................................................¥ 1,274  15.9 
LOGIPORT Kitakashiwa ................................................................................................................................ 1,309 16.3 
LOGIPORT Nagareyama (B) ................................................................................................................................ 1,349 16.8 
LOGIPORT Higashi Ogishima (A) ................................................................................................  1,090 13.6 
LOGIPORT Higashi Ogishima (B) ................................................................................................  1,150 14.3 
LOGIPORT Higashi Ogishima (C) ................................................................................................  1,146 14.3 
  

Notes:  
(1) Annual contracted rent is calculated by multiplying by twelve the monthly contracted rent (including common area maintenance 

fees but excluding consumption taxes) for each property as indicated in the relevant lease agreements of each property in trust as 
of September 30, 2015.  

(2) For LOGIPORT Sagamihara, annual contracted rent represents an amount equal to the amount for our 51% trust co-ownership 
interest in the property.  

Property Descriptions of Our Initial Portfolio  

LOGIPORT Hashimoto. Our 55% trust co-ownership interest in LOGIPORT Hashimoto accounts for 13.1% of the 
acquisition price of our initial portfolio. This property is a five story, multi-tenant logistics facility with a gross floor area of 
145,801.69 m2, ceiling height of 5.5 meters, floor weight capacities of 1.5 tons per square meter and pillar interval spacing of 11.4 
meters by 10 meters. It is conveniently located within walking distance of the Minami-Hashimoto station on the JR Sagami line and 
Hashimoto station on the JR Yokohama line and also near National Route 16 for convenient access to areas with many consumers 
such as Tokyo and Yokohama. It is also an ideal distribution facility that can be used for wider distribution as it has convenient access 
to the Metropolitan Inter-City Expressway which connects to the Tomei Expressway and the Chuo Expressway for distribution to 
other areas such as Saitama. The property is equipped with truck berths with slopes for easy access to each floor, providing convenient 
distribution features that meet tenants’ needs. There are two doorways within the facility to enhance operation efficiency. The property 
has a quake-absorbing structure and has emergency power generators installed, which reduces the impact of natural disasters.  

LOGIPORT Sagamihara. Our 51% trust co-ownership interest in LOGIPORT Sagamihara accounts for 14.3% of the 
acquisition price of our initial portfolio. This property is one of the largest logistics facilities in the greater Tokyo area. The five story 
facility has a gross floor area of 200,045.57 m2, floor weight capacities of 1.5 tons per square meter, ceiling height of 5.5 meters and 
pillar interval spacing of 10 meters by 12 meters. It is conveniently located approximately 4 km from the Sagamihara-Aikawa 
interchange on the Metropolitan Inter-City Expressway, approximately 16 km from the Hachioji interchange on the Chuo Expressway 
and approximately 15 km away from the Yokohama-Machida interchange on the Tomei Expressway. The Tomei Expressway 
provides easy access to areas such as Nagoya and Osaka, allowing the facility to function as a gateway for distributions to central and 
western Japan. It is also located near National Route 16 for convenient access to areas of high consumption such as Tokyo, Yokohama 
and Kawasaki, while the opening of the Ken-Ō Expressway provides access to Northeastern Japan, making it ideal for wider 
distribution. The property is equipped with one dock leveler in each section (with the capability to later install another) and will also 
be able to install a vertical conveyer in the future. In addition, areas available for lease start as small as  
2,800 m2. Such features of the facility satisfy the wide variety of tenants’ needs. The property has a quake-absorbing structure and has 
emergency power generators installed making it attractive from both BCP (Business Continuity Planning) and tenant perspectives. In 
addition, its environmental friendly and energy efficient features earned it an A-rank under the CASBEE (Comprehensive Assessment 
System for Build Environment Efficiency) scoring system by the Institute for Building Environment and Energy Conservation (IBEC).  

LOGIPORT Kitakashiwa. LOGIPORT Kitakashiwa accounts for 15.7% of the acquisition price of our initial portfolio. This 
property is a six story, multi-tenant logistics facility with a gross floor area of 104,302.62 m2, ceiling height of 5.5 meters, floor weight 
capacities of 1.5 tons per square meter and pillar interval spacing of 11 meters by 10.5 meters. It is conveniently located near National 
Route 6 and National Route 16 for delivery to areas such as Chiba, Saitama and Tokyo. The Kashiwa interchange on the Joban 
Expressway approximately 6 km from the property connects to the Tokyo Gaikan Expressway and Metropolitan Expressway using the 
Misato junction and can be used for wider distribution. The property is equipped with truck berths on each floor, slopes allowing easy 
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access to the upper floors, and truck berths on each side of the first floor for user-friendly delivery operations. There are two doorways 
within the facility to enhance operation efficiency during busy periods.  

LOGIPORT Nagareyama (A) and (B) 

These two adjoining facilities are conveniently located near Nagareyama interchange on the Joban Expressway which 
connects to the Tokyo Gaikan Expressway and Metropolitan Expressway using the Misato junction and can be used for wider 
distribution in the greater Tokyo area. In addition, delivery to areas not only in Chiba but also Saitama and Tokyo is made possible by 
using National Route 16 and Prefectural Route 47.  

LOGIPORT Nagareyama (A).  LOGIPORT Nagareyama (A) accounts for 2.2% of the acquisition price of our initial 
portfolio. This property is a five story, logistics facility with a gross floor area of 17,673.87 m2, ceiling height of 5.0 meters, floor 
weight capacities of 1.5 tons per square meter and pillar interval spacing of 9.6 meters by 10.2 meters. The property is equipped with 
vertical conveyers for convenient delivery operations. There is currently only one tenant, but the property is built to accommodate 
multiple companies.  

LOGIPORT Nagareyama (B).  LOGIPORT Nagareyama (B) accounts for 16.5% of the acquisition price of our initial 
portfolio. This property is a five story, multi-tenant logistics facility with a gross floor area of 133,414.76 m2, ceiling height of 5.0 
meters, floor weight capacities of 1.5 tons per square meter and pillar interval spacing of 9.6 meters by 9.6 meters. The property is 
equipped with truck berths with slopes for easy access to each floor, providing convenient delivery operations. There is a large-scale 
solar power plant installed on the roof of the property with one of the largest outputs for a single building in Japan, making this an 
environmentally friendly logistics facility.  

LOGIPORT Higashi Ogishima (A), (B) and (C) 

The location of these three adjoining facilities provides easy access to major transportation infrastructures such as the 
Higashi-Ogishima interchange on the Metropolitan Expressway Bay Shore Route located approximately 0.5 km away, the Yokohama 
port located approximately 10 minutes away, the Tokyo port located approximately 25 minutes away and Haneda Airport located 
approximately 5 minutes away. In addition, the location allows access to areas of high consumption such as central Tokyo, Kawasaki 
and Yokohama by using various major roads in the vicinity such as the industrial road and Daiichi Keihin, giving the facilities a 
competitive advantage.  

LOGIPORT Higashi Ogishima (A). LOGIPORT Higashi Ogishima (A) accounts for 11.8% of the acquisition price of our 
initial portfolio. This property is a five story (office portion: 10 stories), large-scale, multi-tenant logistics facility with a gross floor 
area of 100,235.67 m2, ceiling height of 5.8 meters, floor weight capacities of 1.66 tons per square meter and pillar interval spacing of 
11.75 meters by 11.41 meters. The property is equipped with truck berths with slopes for easy access to each floor, providing efficient 
delivery operations. The facility is built with a central passageway for trucks and low truck berths.  

LOGIPORT Higashi Ogishima (B).  LOGIPORT Higashi Ogishima (B) accounts for 11.8% of the acquisition price of our 
initial portfolio. This property is a five story (office portion: 10 stories), large-scale, multi-tenant logistics facility with a gross floor 
area of 117,546.26 m2, ceiling height of 5.8 meters, floor weight capacities of 1.66 tons per square meter and pillar interval spacing of 
12.35 meters by 11.5 meters. The property is equipped with truck berths with slopes for easy access to each floor, providing efficient 
delivery operations. The truck berth on the first floor has raised-floors whereas the second to fifth floors have a central passageway for 
trucks and low truck berths.  

LOGIPORT Higashi Ogishima (C).  LOGIPORT Higashi Ogishima (C) accounts for 14.7% of the acquisition price of our 
initial portfolio. This property is a six story, large-scale, multi-tenant logistics facility with a gross floor area of 116,997.14 m2, ceiling 
height of 5.5 meters, floor weight capacities of 1.66 tons per square meter and pillar interval spacing of 12.7 meters by 10 meters. The 
property is equipped with truck berths with slopes for easy access to each floor, providing efficient delivery operations. The facility is 
built with a central passageway for trucks and low truck berths.  
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APPRAISALS AND ENGINEERING, ENVIRONMENTAL AND SEISMIC REVIEWS 

We rely on third parties for appraisals, as well as engineering, environmental and seismic reports. For a description of the 
limitations of such third-party reports, see “Risk Factors—Properties and Business Risks—We rely on expert appraisals and 
engineering, environmental and seismic reports, which are subject to significant uncertainties”.  

Appraisals  

Prior to our determination to acquire any property, the Asset Manager, on our behalf, retains a qualified real estate appraiser 
to conduct an appraisal of the property and provide an appraisal report, which it takes into account in making an investment decision. 
The Asset Manager also retains real estate appraisers to provide us with follow-up appraisal reports on properties in our portfolio at 
the end of each fiscal period, and we publicly disclose the revised appraisal values in Japan, as is customary for J-REITs. We make 
these disclosures solely to comply with legal requirements and market practice in Japan.  

Limitations of Appraisals  

We have included below for informational purposes only the appraisal values determined by Morii Appraisal & Investment 
Consulting, Inc. and CBRE K.K. Property appraisals are largely based on forward-looking information that is inherently speculative 
and difficult to verify. We cannot represent to you or guarantee that the appraisal values in this section reflect the prices that we could 
obtain upon a sale of the relevant property. The appraisal values of the properties provided to us represent the analysis and 
determination of the relevant appraiser based on his or her particular assumptions, estimations and judgments about the value of the 
properties appraised, which necessarily include subjective elements. Different sets of assumptions and/or different estimations and 
judgments based on a set of assumptions may result in significantly different appraisal values of the same property. Thus, other 
qualified appraisers could have reached materially different conclusions than those reached by the appraisers in their reports to us with 
respect to the value of the properties currently in our portfolio and those that we intend to acquire. We thus provide the appraisal 
values to you “as is” without warranty or guarantee of any kind as to their accuracy or usefulness to us, the Asset Manager or you.  

There are also certain factors regarding real estate appraisals in Japan that may reduce the reliability of the appraisal reports 
to us, including the following:  

• the utilization of cash flow based property valuation techniques involves a large number of estimates and 

reductions;  

• the methodologies of the appraiser involve a significant amount of professional discretion, which may be 

affected by customs and practices in the real estate markets in Japan (for example, the appraiser makes a 
discretionary professional judgment in choosing between relative weightings of the cost method, discounted cash 
flow method or direct capitalization method in determining the final value for a particular property); and  

• the liquidity of the Japanese real estate market has historically been relatively low, limiting the amount of 

comparable sales data that are available to an appraiser.  

The appraisal reports we receive are valid only as of the date of the appraisal of each property. The appraisers rely on the 
reports prepared by independent firms regarding the engineering, environmental and seismic conditions of the properties.  

Morii Appraisal & Investment Consulting, Inc. and CBRE K.K. are solely responsible for the appraisal reports of the 
properties we acquired in February 2016 as described in this document. Neither we nor the Asset Manager give any representation or 
other assurance with respect to the accuracy or completeness of the appraisal values and other information they provide to us, and the 
publicly released appraisal information should not be relied upon by you in making an investment decision. You should carefully read 
the appraisal values and other information below with the rest of this document and make your own independent assessment of our 
future performance and prospects.  
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Appraisal Values and Assumptions for the Eight Properties We Acquired on February 17, 2016  

The following tables show the appraisal values, as of November 15, 2015, of the eight properties we acquired on February 
17, 2016, as well as the appraiser for each of the properties.  
  

Property name 
  

Appraisal value  
  

Appraiser 
  

  
(in millions) 

  

LOGIPORT Hashimoto ................................................................................................ ¥22,100(1) Morii Appraisal & Investment 
Consulting, Inc. 

LOGIPORT Sagamihara ................................................................................................  24,000(2) Morii Appraisal & Investment 
Consulting, Inc. 

LOGIPORT Kitakashiwa ................................................................................................  25,600  CBRE K.K. 
LOGIPORT Nagareyama (A) ................................................................................................ 3,700  CBRE K.K. 
LOGIPORT Nagareyama (B) ................................................................................................ 26,600  CBRE K.K. 
LOGIPORT Higashi Ogishima (A) ................................................................................................ 19,000  CBRE K.K. 
LOGIPORT Higashi Ogishima (B) ................................................................................................ 20,000  CBRE K.K. 
LOGIPORT Higashi Ogishima (C) ................................................................................................ 24,300  CBRE K.K. 
  

Notes:  
(1) Represents our 55% trust co-ownership interest in the property.  
(2) Represents our 51% trust co-ownership interest in the property.  

We present below a summary of key assumptions used by the appraisers in applying the discounted cash flow method, 
direct capitalization method and cost method to the eight properties we acquired in February 2016.  

Discounted Cash Flow Method  
  

Property 
  

LOGIPORT 

Hashimoto(1)  
  

LOGIPORT 

Sagamihara(2)  
  

LOGIPORT 

Kitakashiwa  
  

LOGIPORT 

Nagareyama (A)  
  

  
(in millions, except percentages) 

First year NOI ................................................................ ¥ 829   ¥ 1,050   ¥ 1,142   ¥ 164   
Ten year net cash flows:         

Present value of total net cash flows during 
ten-year holding period ................................................................¥ 7,609   ¥ 8,537   ¥ 9,260   ¥1,282   

Terminal value: 
        

11th year net cash flows ................................................................¥ 975   ¥ 1,087   ¥ 1,155   ¥ 180   
Terminal capitalization rate(3) ................................................................ 4.5%  4.6%  4.6%  4.7% 
Sale price ................................................................ ¥21,674  ¥ 23,645  ¥ 25,197  ¥3,839   
Sale expenses ................................................................  650   709   377   115  
Terminal value ................................................................  21,023   22,935   24,819   3,723  
Discount rate(4) ................................................................  4.1%  4.2%  4.3%  4.4% 
Present value ................................................................ ¥14,067  ¥ 15,199  ¥ 16,291  ¥2,420   

Estimated value ................................................................  21,670   23,715   25,600   3,700  
  

Notes:  
(1) Amounts are pro-rated to reflect the 55% trust co-ownership interest in the property we acquired in February 2016.  
(2) Amounts are pro-rated to reflect the 51% trust co-ownership interest in the property we acquired in February 2016.  
(3) The terminal capitalization rate is based on factors such as the capitalization analysis and future uncertainties.  
(4) The discount rate is based on factors such as market capitalization rates for comparable properties and the risk premium of 

individual properties over the base rate. The cash flows have generally been estimated to be stable during the hypothetical 
holding of ten years.  
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Property 
  

LOGIPORT 

Nagareyama (B)  
  

LOGIPORT Higashi 

Ogishima (A)  
  

LOGIPORT Higashi 

Ogishima (B)  
  

LOGIPORT Higashi 

Ogishima (C)  
  

  (in millions, except percentages) 
First year NOI ................................................................¥ 1,184   ¥ 927   ¥ 921   ¥ 1,021   

Ten year net cash flows:         
Present value of total net cash flows 

during ten-year holding period ................................¥ 9,643   ¥ 7,075   ¥ 7,225   ¥ 8,765   
Terminal value:         

11th year net cash flows ................................ ¥ 1,241   ¥ 933   ¥ 996   ¥ 1,177   
Terminal capitalization rate(1) ................................ 4.7%  4.9%  4.9%  4.8% 
Sale price ................................................................¥26,497  ¥19,048  ¥20,345  ¥24,536  
Sale expenses ................................................................ 397   285   305   368  
Terminal value ................................................................ 26,100   18,762   20,040   24,168  
Discount rate(2) ................................................................ 4.4%  4.6%  4.6%  4.5% 
Present value ................................................................¥16,968  ¥11,966  ¥12,781  ¥15,562  

Estimated value ................................................................ 26,600   19,000   20,000   24,300  
  

Notes:  
(1) The terminal capitalization rate is based on factors such as the capitalization analysis and future uncertainties.  
(2) The discount rate is based on factors such as market capitalization rates for comparable properties and the risk premium of 

individual properties over the base rate. The cash flows have generally been estimated to be stable during the hypothetical 
holding of ten years.  

Direct Capitalization Method  
  

Property name 
  

LOGIPORT 

Hashimoto
(1)  

  

LOGIPORT 

Sagamihara
(2)  

  

LOGIPORT 

Kitakashiwa  
  

LOGIPORT 

Nagareyama (A)
(3)  

  
  (in millions, except percentages) 

Operating revenues:         
Rental revenue ................................................................................................¥ 1,060   ¥ 1,229   ¥ 1,301    —  
Common area charges ................................................................  84   107   116   —  
Utilities ................................................................................................ 54   66   124   —  
Other ................................................................................................ 30   33   14   —  

          
Subtotal ................................................................................................ 1,229   1,437   1,557   —  

          
Vacancy-related loss ................................................................  43   51   46   —  
Default-related loss ................................................................  —   —   —   —  

          
Total ................................................................................................ 1,185   1,385   1,510   —  

          
Operating expenses:         

Maintenance fees ................................................................................................ 36   60   58   —  
Utility expenses ................................................................................................ 54   83   134   —  
Repairs ................................................................................................ 5   7   8   —  
Property and facility management fees ................................  4   6   5   —  
Tenant marketing expenses................................................................ 14   16   10   —  
Real estate taxes ................................................................................................ 100   109   126   —  
Insurance expenses ................................................................  1   2   2   —  
Other property-related expenses ................................................................ 0   18   0   —  

          
Total ................................................................................................ 217   304   347   —  

          
Net operating income ................................................................................................ 968   1,081   1,163  ¥ 185   

          
One-time gain ................................................................................................ 5   5   12   —  
Capital expenditure ................................................................  12   16   20   —  

          
Net cash flow ................................................................................................¥ 961   ¥ 1,070   ¥ 1,155   ¥ 180   

          
Other data:         

Occupancy rate
(4)

 ................................................................................................ 96.9%  96.8%  97.0%  —  
Capitalization rate(5) ................................................................  4.3%  4.4%  4.5%  4.8% 

          
Estimated value ................................................................................................¥ 22,385  ¥ 24,327  ¥ 25,800  ¥ 3,760   
  

Notes:  
(1) Represents our 55% trust co-ownership interest in the property.  
(2) Represents our 51% trust co-ownership interest in the property.  
(3) We have not received permission from the tenant of LOGIPORT Nagareyama (A) to disclose the omitted information.  
(4) The occupancy rate is the stabilized occupancy rate based on the calculation method used when applying the direct 

capitalization method.  
(5) The capitalization rate is based on factors such as market capitalization rates for comparable properties and future fluctuations 

and the discount rate analysis.  
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Property name 
  

LOGIPORT 

Nagareyama (B)  
  

LOGIPORT Higashi 

Ogishima (A)  
  

LOGIPORT Higashi 

Ogishima (B)  
  

LOGIPORT Higashi 

Ogishima (C)  
  

  (in millions, except percentages) 
Operating revenues:         

Rental revenue ................................................................¥ 1,355   ¥ 1,028   ¥ 1,171   ¥ 1,301   
Common area charges ................................  132   134   158   196  
Utilities ................................................................ 128   40   68   74  
Other ................................................................ 21   67   82   76  

          
Subtotal ................................................................ 1,638   1,270   1,480   1,648  

          
Vacancy-related loss ................................  53   64   134   112  
Default-related loss ................................  —   —   —   —  

          
Total ................................................................ 1,584   1,205   1,346   1,535  

          
Operating expenses:         

Maintenance fees ................................................................ 51   46   44   51  
Utility expenses ................................................................ 135   37   57   84  
Repairs ................................................................ 16   26   32   20  
Property and facility management  

fees................................................................ 6   25   28   32  
Tenant marketing expenses................................ 10   13   15   17  
Real estate taxes ................................................................ 85   60   94   95  
Insurance expenses ................................  2   2   3   3  
Other property-related expenses ................................ —   6   6   12  

          
Total ................................................................ 309   218   281   316  

          
Net operating income ................................................................ 1,274   987   1,064   1,219  

          
One-time gain ................................................................ 6   6   8   5  
Capital expenditure ................................  38   60   76   47  

          
Net cash flow ................................................................ ¥ 1,241   ¥ 933   ¥ 996   ¥ 1,177   

          
Other data:         

Occupancy rate(1) ................................................................ 97.0%  95.5%  92.7%  95.6% 
Capitalization rate(2) ................................  4.7%  4.9%  4.9%  4.8% 

          
Estimated value ................................................................¥ 26,600  ¥19,000  ¥ 20,300  ¥ 24,500  
  

Notes:  
(1) The occupancy rate is the stabilized occupancy rate based on the calculation method used when applying the direct 

capitalization method.  
(2) The capitalization rate is based on factors such as market capitalization rates for comparable properties and future fluctuations 

and the discount rate analysis.  

Cost Method  
  

Property 
  

Land cost  
  

Building 

replacement 

cost
(1)  

  

Incidental 

expense 

adjustment 

ratio
(2)  

  

Incidental 

expense 

adjustment
(2)  

  

Total 

depreciation
(3)  

  

Distribution 

ratio
(4)  

  

Estimated 

value
(5)  

  

  (in millions, except percentages) 
LOGIPORT Hashimoto ................................................................¥ 18,700 ¥ 13,400  23.0% ¥ 7,380  ¥ 1,330   55.0% ¥ 21,000  
LOGIPORT Sagamihara ................................................................ 21,000  16,600  23.0%  8,650  3,100  51.0%  22,000  
LOGIPORT Kitakashiwa ................................................................ 11,400  9,810  15.0%  3,181  1,429  —   23,000  
LOGIPORT Nagareyama (A) ................................................................ 1,390  1,930  15.0%  498  752  —   3,070  
LOGIPORT Nagareyama (B) ................................................................ 11,600  12,000  15.0%  3,540  4,506  —   22,600  
LOGIPORT Higashi Ogishima (A) ................................  6,800  9,380  15.0%  2,427  8,855  —   9,750  
LOGIPORT Higashi Ogishima (B) ................................  8,130  12,400  15.0%  3,079  10,680  —   12,900  
LOGIPORT Higashi Ogishima (C) ................................  8,100  12,600  15.0%  3,105  6,753  —   17,100  
  

Notes:  
(1) Building replacement cost is calculated by making certain adjustments, primarily related to accrued depreciation as determined 

by the appraiser, to the building replacement cost of each building.  
(2) Incidental expense adjustment, which is made on the land value and building value on a combined basis, were determined based 

on the appraiser’s evaluation of the applicable incidental expenses based on relevant factors.  
(3) Total depreciation is the sum of depreciation on building replacement cost and depreciation on incidental expense adjustment.  
(4) Distribution ratio is based on the utility value of our ownership interest in the applicable property in proportion to that of the 

entire property.  
(5) Estimated value is calculated as (x) the sum of (i) land cost, (ii) building replacement cost and (iii) incidental expense 

adjustment, minus total depreciation, multiplied by (y) multiplied by the applicable distribution ratio.  
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Engineering, Environmental and Seismic Reviews  

The Asset Manager, on our behalf, retained third-party experts to conduct engineering, environmental and seismic reviews 
of the properties that we acquired in February 2016 as described in this document. The Asset Manager selects the expert that it 
believes to be nationally recognized in Japan for such services.  

Limitations of Engineering, Environmental and Seismic Reviews  

These reviews are not intended to present a representation as to the past, present or future engineering, environmental and 
seismic conditions of any of those properties. These reviews did not reveal any engineering, environmental or seismic liabilities that 
we believe would have a material adverse effect on our business, assets, financial condition or results of operations. However, because 
these risks are often hidden or difficult to evaluate, these reviews may not meaningfully assess these risks. Furthermore, these reviews 
typically have a more limited scope than similar reviews conducted in similar situations in other jurisdictions.  

If there is any significant unidentified engineering, environmental or seismic liability, the value of the properties could fall 
and we may incur costs and require time to discharge the liability. If different methodologies are employed or different sets of 
assumptions are used, the engineering, environmental and seismic reviews of the same properties, and the conclusions drawn from 
them, may differ. Other experts may reach significantly different conclusions from those reached by the independent engineering firm 
we have retained regarding the same properties.  

We have no duty to review or revise the engineering, environmental and seismic reviews of any of our properties after the 
dates of the reports that present these reviews, and we do not intend to do so. None of the third-party experts have updated their 
assessments, reviews or investigation of these properties. Thus, with respect to each property, the assessment, review or investigation 
by the relevant third-party expert is effective only as of the date of its engineering report.  

Engineering Reviews  

The Asset Manager typically engages an engineering firm to conduct an engineering review prior to our decision to acquire 
the property. These engineering reviews are typically not subsequently revised or updated. In connection with these reports, the 
engineering firm assesses the structural condition of, and estimated capital expenditures for, the buildings on properties we may 
acquire.  

The report prepared by the engineering firm generally covers the following with respect to the relevant property:  

• an analysis of the condition of the building with respect to deterioration;  

• an analysis of maintenance and repair requirements;  

• an environmental assessment with respect to soil pollution, poisonous substances, hazardous substances and 

asbestos, among other things;  

• an analysis of earthquake resistance; and  

• the state of compliance with building regulations.  

The engineering reviews conducted by the engineering firm in support of its report in respect to a property typically 
include:  

• an on-site visual inspection of the property;  

• an examination of current and historical uses of the property and the surrounding areas;  

• discussions with persons in charge of property management; and  

• a review of relevant historical documents.  
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The scope of each engineering firm’s on-site inspection is typically limited to the examination of the exterior of the 
building, areas not occupied by tenants and to those areas for which the tenants’ consents to enter are obtained. In general, the 
engineering firm categorizes the maintenance and repairs it views as necessary into categories such as immediate, short term  
(which generally means within one year), and long term (which generally means within 20 years).  

Based on the engineering reviews provided to us with respect to each property, we believe the properties we acquired in 
February 2016 comply with all applicable building codes in Japan in all material respects.  

Environmental Reviews  

The engineering firm conducted their environmental reviews of the properties we acquired in February 2016, as described 
in this document, based on publicly available documents and other information provided primarily by the former owners and property 
managers of the properties. The environmental reviews covered a wide range of possible sources of environmental problems, 
including asbestos, lead, polychlorinated biphenyls (PCBs), substances harmful to the ozone layer, water and air, and garbage. Based 
on the reviews provided to us with respect to each property, we believe the properties we acquired in February 2016 comply with all 
environmental laws and regulations in Japan in all material respects.  

Seismic Reviews  

The Asset Manager engaged consultants to conduct seismic reviews of the properties we acquired in February 2016, as 
described in this document, as is customary in Japan for managers of portfolios of such properties. Based on the seismic reviews 
provided to us with respect to each property, we believe all such properties complied with all applicable engineering and seismic 
codes in Japan as of the dates of their reports.  

The seismic reviews are based on information such as the design and engineering drawings of the properties and visual 
assessments. For each property and for our portfolio as a whole, the firm estimated potential damage from earthquakes based on 
complex modeling tools that take into account factors such as historical frequencies and magnitudes of earthquake events, building 
construction, site soils and site distances to known fault lines, but do not include estimates for secondary damage from items such as 
fires after earthquake events. The firm reports the results of its analysis as the PML that a property will experience over the next 50 
years due to a large earthquake event of a scale expected to occur once in 475 years (with a 10% probability of occurrence in the next 
50 years). This PML is typically the estimated total cost associated with restoring a property damaged in connection with such an 
earthquake event to its condition prior to that event, expressed as a percentage of the replacement cost associated with the property.  

PML percentages are based on complicated, highly speculative building engineering reports that include many subjective 
factors and are based on numerous assumptions. Neither we nor the Asset Manager are experts in earthquake risk and analysis, nor do 
we have the ability to assess or independently verify the analysis of PML percentages provided to us, and the uncertainties inherent in 
such reports limit the value of them to us. There is no assurance that a property’s PML will correspond to the actual loss suffered in 
the event of an earthquake. In addition, the currently available PML data for our initial portfolio do not reflect the effects of the Great 
East Japan Earthquake, and otherwise may not be up-to-date or reliable.  
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RELATED-PARTY TRANSACTIONS 

Since our incorporation on October 9, 2015, we have not entered into material transactions with our executive or 
supervisory directors, or companies with whom they have a relationship, or with any of our principal unitholders or affiliates other 
than those discussed below. See “Asset Manager—Rules Regarding Related-party Transactions” for additional information regarding 
internal rules governing related-party transactions that have been adopted by the Asset Manager.  

We believe that the terms of each transaction described below are at least as favorable to us as those that we could have 
obtained from an unaffiliated party in an arms’ length transaction.  

Transactions with the Asset Manager  

As of the date of this document, LaSalle Investment Management K.K., the Sponsor, owns 100% of our outstanding units. 
LaSalle REIT Advisors K.K., the Asset Manager, is a wholly owned subsidiary of the Sponsor.  

Asset Management  

We expect to pay the Asset Manager an asset management fee for each fiscal period, as well as an acquisition or disposition 
fee with respect to a property acquisition or disposition. See “Asset Manager” for further discussion of the asset management fee.  

Transactions with the Sponsor and Other Sponsor Group Companies  

Our material transactions with Sponsor Group companies since the date of our incorporation are as follows:  

Trademark License  

On November 27, 2015, we entered into a trademark license memorandum with the Sponsor, pursuant to which the Sponsor 
has granted us a non-exclusive, ordinary use license to six trademarks, including “LaSalle Investment Management” and 
“LOGIPORT”. We have not paid and do not pay any fee in connection with the trademark license memorandum.  

Purchases of Our Units  

At the time of our incorporation, we issued 1,500 units to the Sponsor in return for a capital contribution of ¥150 million. 
Additionally, we expect the Sponsor and Jones Lang LaSalle Co-Investment, Inc. to collectively own approximately 4.3% of our 
outstanding units. Pursuant to the sponsor support agreement, the Sponsor currently intends to hold such units for the foreseeable 
future following the offerings, and will make an effort to cause Jones Lang LaSalle Co-Investment, Inc. to do the same. Additionally, 
pursuant to the sponsor support agreement, the Sponsor will, or will cause a JLL-controlled entity to, consider in good faith future 
acquisitions of our units in the case that we conduct further offerings.  
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UNITHOLDERS 

The following table provides the anticipated number of units to be held by the Sponsor, Jones Lang LaSalle Co-Investment, 
Inc. and public unitholders as well as the percentage of total outstanding units as anticipated.  

 

Unitholders 

Number of units 
owned 

(anticipated) 

Percentage of total 
units  outstanding 

(anticipated) 

  (%) 

LaSalle Investment Management K.K. ........................................... 1,500 0.1 
Jones Lang LaSalle Co-Investment, Inc. ........................................ 46,200 4.2 

Public unitholders ........................................................................... 1,052,300 95.7 

Total  ........................................................................................ 1,100,000 100.0 

 
  

 



 97  

CUSTODIAN, GENERAL ADMINISTRATOR AND TRANSFER AGENT  

Sumitomo Mitsui Trust is the custodian of our assets, the general administrator of our affairs, and our transfer agent.  

Asset Custody Agreement and General Administration Agreement  

We and Sumitomo Mitsui Trust are parties to an asset custody agreement and a general administration agreement. The 
current terms of the asset custody agreement and the general administration agreement are three years from their execution, but these 
agreements are automatically extended for successive three-year periods unless six months’ advance termination notice is provided.  

Pursuant to the asset custody agreement and the general administration agreement, Sumitomo Mitsui Trust provides 
custodial and administrative services to us, including the following:  

• custody of our assets;  

• administration of accounting matters;  

• preparation of financial documents  

• administration of tax payments  

• administration of directors’ meetings; and  

• administration of unitholders’ meetings (except for services concerning dispatch of documents related to 

unitholders’ meetings and acceptance and counting of voting instructions).  

Under the asset custody agreement, we pay Sumitomo Mitsui Trust a monthly amount of service fees for every six months 
(i.e., from September 1 through the last day of the following February and from March 1 through August 31) calculated by the 
following formula: the amount of total assets as of the last day of the month immediately preceding the relevant calendar month 
recorded on the trial balance sheet × 0.03% ÷ 12 (any amount less than ¥100,000 shall be deemed to be ¥100,000); provided, however, 
that the fee for the period from the execution date of the asset custody agreement through the last day of the month in which we 
acquire real estate or trust beneficiary interest in real estate for the first time, shall be the amount as agreed upon by us and Sumitomo 
Mitsui Trust up to ¥500,000 (not including consumption taxes and local consumption taxes). The amount of fees for any month during 
which services were not provided by the custodian of our assets for the full month shall be calculated pro-rata based on the actual days 
on which services were provided. Any fractional amount less than ¥1 obtained by the foregoing calculation formula shall be rounded 
down. We shall pay fees for services that are not described above as determined by mutual consultation. The above service fees, if 
they become inappropriate because of economic change or change of circumstances of one or both of the parties, may be amended by 
a written agreement between us and Sumitomo Mitsui Trust.  

Under the general administration agreement, we pay Sumitomo Mitsui Trust a monthly amount of service fees  
(regarding organizational administration, calculation, accounting and administration of tax payment) for every six months  
(i.e., from September 1 through the last day of the following February and from March 1 through August 31) as agreed upon by us and 
Sumitomo Mitsui Trust, up to the monthly amount to be calculated by the following formula: the amount of total assets as of the last 
day of the month immediately preceding the relevant calendar month recorded on the trial balance sheet × 0.09% ÷ 12  
(any amount less than ¥100,000 shall be deemed to be ¥100,000); provided, however, that the fee for the period from the execution 
date of the asset custody agreement through the last day of the month in which we acquire real estate or trust beneficiary interest in 
real estate for the first time, shall be the amount as agreed upon by us and Sumitomo Mitsui Trust up ¥500,000  
(not including consumption taxes and local consumption taxes). The amount of fees for any month during which services were not 
provided by the general administrator of our affairs for the full month shall be calculated pro-rata based on the actual days on which 
services were provided. Any fractional amount less than ¥1 obtained by the foregoing calculation formula shall be rounded down. We 
shall pay fees for services that are not described above as determined by mutual consultation. The above service fees, if they become 
inappropriate because of economic change or change of circumstances of one or both of the parties, may be amended by a written 
agreement between us and Sumitomo Mitsui Trust.  

Sumitomo Mitsui Trust calculates the custodian fee and the general administration fee on a monthly basis and sends us an 
invoice by the last day the following month of the end of every six months. We shall pay the fees by the end of the month immediately 
following the month in which we receive the invoice (payment dates that fall on a bank holiday will be changed to the previous 
business day) by transferring payment into a bank account that Sumitomo Mitsui Trust designates.  
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Transfer Agency Agreement  

We and Sumitomo Mitsui Trust are parties to a transfer agency agreement. The current term of the transfer agency 
agreement ends on February 28, 2019, but this agreement is automatically extended for successive three-year periods unless six 
months’ advance termination notice is provided.  

Pursuant to the transfer agency agreement, Sumitomo Mitsui Trust provides transfer agency services to us, including the 
following:  

• registration of our unitholders;  

• administration of distributions to our unitholders;  

• administration of issuance of our units; and  

• communication of certain requests to us on behalf of our unitholders.  

Under the transfer agency agreement, we pay to Sumitomo Mitsui Trust a transfer agent fee in an amount that is mutually 
agreed upon up to the monthly amount calculated based on the number of unitholders or the amount of transfer agency services as 
described below. We may pay fees for additional services that are not described in the transfer agency agreement as determined by 
mutual consultation.  

Sumitomo Mitsui Trust calculates the transfer agent fee on a monthly basis and sends us an invoice by the 15th of the 
following month. We shall pay the fees by the end of the month immediately following the month in which we receive the invoice by 
transferring payment into a bank account that Sumitomo Mitsui Trust designates.  

Standard Fees. Standard fees are for services such as administration of the unitholders’ register, confirmation of unitholders 
in certain days, compilation of statistical data and arrangement of data of unitholder disqualified. Monthly amount for such standard 
fee is equal to the total amount calculated in the manner below, provided that the minimum monthly amount is set at ¥210,000.  
  

Number of unitholders 
  

Fees per unitholder 
  

Not more than 5,000 unitholders ................................................................................................................................ ¥ 86   
Over 5,000 and up to 10,000 ................................................................................................................................................................ 73  
Over 10,000 and up to 30,000 ................................................................................................................................  63  
Over 30,000 and up to 50,000 ................................................................................................................................  54  
Over 50,000 and up to 100,000 ................................................................................................................................  47  
Over 100,000 unitholders ................................................................................................................................................................ 40  

Fee per unitholder disqualified during the month is ¥50.  

Administration of Distributions. These fees are for the calculation of distributions, creation of distribution records, 
preparation of payment receipts, payment arrangement of stamp tax, preparation of distribution statements, confirmation of unpaid 
distributions, preparation of unpaid distribution records, preparation of wire transfer notices and wire transfer tape or payment voucher 
of distributions, preparation of statements related to distributions and preparation of payment statements, preparation of payment data, 
and receipt of payment resource and application by proxy of prefectural resident tax on distribution. The amount for such fees is 
determined based on the total number of unitholders and calculated according to the table below, provided that the minimum amount 
is set at ¥350,000.  
  

Number of unitholders 
  

Fees per unitholder receiving distributions
  

Not more than 5,000 unitholders ................................................................................................ ¥ 120   
Over 5,000 and up to 10,000 ................................................................................................  105  
Over 10,000 and up to 30,000 ................................................................................................  90  
Over 30,000 and up to 50,000 ................................................................................................  80  
Over 50,000 and up to 100,000 ................................................................................................  60  
Over 100,000 unitholders ................................................................................................  50  
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With respect to distributions made to a specified bank account, we incur an additional charge of ¥150 per distribution made.  

With respect to preparation of statements related to distributions, we incur additional charge of ¥15 per statement prepared.  

With respect to preparation of payment statements and application by proxy of prefectural resident tax on distribution, we 
incur an additional charge of ¥15,000 per statement of payment prepared, and ¥10,000 per application made by proxy.  

Payment of Distributions. These fees are for payment of distributions after the handling period and payment arrangements 
and administration of unpaid distributions. Fee per payment receipt is ¥450 and fee per unpaid distributions payment receipt as of the 
end of each month is ¥3.  

Management Fees for Notices, Certificates and Investigations. These fees are for services such as receipt of notices for 
changes to the unitholders’ register, update of unitholders’ register as well as investigation against tax inquiry, the preparation of 
certificates, receipt and report of individual unitholder’s notification, information disclosure claim and collection and registration of 
personal numbers of unitholders. Fee per notice is ¥300, fee per investigation is ¥1,200, fee per issuance of a certificate is ¥600, fee 
per issuance of a certificate of transfer of units is ¥1,200, fee per individual unitholder’s notification is ¥300, fee for information 
disclosure claim is ¥300 and fee for collection and registration of personal numbers is ¥300.  

Mailing of Notices. These fees are mailing fees for convocation notices, meeting notices and other notices. For standard size 
mail, mailing fee is ¥25 for up to two documents and ¥5 is added for each additional document if mailed by implements, and if it 
mailed by hand, mailing fee is ¥40 for up to two documents and ¥15 is added for each additional document. Mailing fee per postcard 
is ¥10 and fee per post card with seal is ¥20. Address printing fee per mail is ¥15. Checking on two or more documents included per 
mail is ¥10. Label pasting per mail is ¥10.  

Handling of Returned Mail. These fees are for the organization, storing and forwarding of returned convocation notices, 
meeting notices, and other returned mail. Fee for each piece of returned mail is ¥200.  

General Unitholders’ Meetings. These fees are for the preparation of notices regarding voting ballots and the 
organization/tabulation of voting ballots. Fee for preparation of voting ballots is ¥15. Fee per ballot is ¥70, fee per electromagnetic 
voting is ¥35 and an additional fee for non-unified ballots is ¥70, and, in case of competing unitholder proposals, an additional fee is 
¥70, provided that the minimum amount is set at ¥70,000. In the case that we conduct organization/tabulation, fee per ballot is ¥35 and 
fee per electromagnetic voting is ¥35, provided that the minimum amount is set at ¥30,000. The fee for support on the reception of a 
general unitholders’ meeting is ¥10,000 per staff member. The basic fee for the computerization of the voting is ¥200,000 per meeting. 
The fee for providing voting codes for PC to unitholders is determined based on the total number of unitholders holding voting rights 
as of the record date and calculated according to the table below, provided that the minimum amount is set at ¥100,000.  
  

Number of unitholders 
  

Fees per unitholder receiving voting codes for PC
  

Not more than 5,000 unitholders ................................................................................................ ¥35   
Over 5,000 and up to 10,000 ................................................................................................  33  
Over 10,000 and up to 30,000 ................................................................................................  29  
Over 30,000 and up to 50,000 ................................................................................................  25  
Over 50,000 and up to 100,000 ................................................................................................  20  
Over 100,000 unitholders ................................................................................................  13  

The additional fee for providing voting code via mobile phones is determined based on the total number of unitholders 
holding voting right as of the record date and calculated according to the table below, provided that the minimum amount is set at 
¥100,000.  
  

Number of unitholders 
  

Fees per unitholder receiving voting codes for mobile phone 
  

Not more than 5,000 unitholders ................................................................ ¥ 15   
Over 5,000 and up to 10,000 ................................................................  13  
Over 10,000 and up to 30,000 ................................................................  12  
Over 30,000 and up to 50,000 ................................................................  10  
Over 50,000 and up to 100,000 ................................................................  8  
Over 100,000 unitholders ................................................................  6  
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The basic fee for the computerization of the convocation notice is ¥16,000 per month. The fee for the registration or the 
modification of email addresses is ¥150 per address. The fee for sending convocation notice email, etc. is ¥40 per applicable 
unitholder. Fee for voting log data storage is ¥30,000 per meeting. Fee for image data storage of voting forms is ¥70,000 per meeting.  

Unitholders List Preparation. This fee is for preparation of unitholders list. Fee is ¥20 per unitholders to be listed, provided 
that the minimum amount is set at ¥5,000.  

CD-ROM Preparation. These fees are for the preparation and the duplication of CD-ROMs with unitholders’ information 
analysis function or to general unitholders’ meeting aggregation function. Fee for the preparation of a CD-ROM with analysis function 
is ¥15 per unitholder in the case that all the unitholders are to be included in the CD-ROM or ¥20 per unitholder to be included in the 
CD-ROM in the case that only certain applicable unitholders are to be included, provided that the minimum amount is set at ¥30,000. 
Fee for the preparation of a CD-ROM with aggregation function is ¥5 per applicable unitholder, provided that provided that the 
minimum amount is set at ¥30,000. Fee for the duplication of so prepared CD-ROM is ¥10,000 per disc.  

Unitholders Managing Code. These fees are for setting codes to manage unitholders and for dividing them into groups 
according to the classification. The fee for setting codes without any specific number is ¥200 per unitholder, or with number 
specification, ¥100 per unitholder.  

Reminder Notices. This fee is for a service to remind unitholders to receive distributions before their expiration date. The 
fee for sending reminder notices is ¥200 per applicable unitholder.  

Transfer System. These fees are for receipt of general unitholders’ notification data, updates to the unitholder registry, 
creation of new address and name data and claim, receipt, storage, and disposition or deletion of personal numbers and submission of 
payment statement to government agencies. Fee per general unitholders’ notification data is ¥150, fee per new address and name data 
is ¥100 and fee per processing of a personal number is ¥300.  

The above service fees, if they become inappropriate because of economic change or change of circumstances of one or 
both of the parties, may be amended by a written agreement between us and Sumitomo Mitsui Trust.  
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OTHER POLICIES WITH RESPECT TO INVESTMENT AND OTHER ACTIVITIES 

Basic Policies  

We seek to achieve our investment objectives within the framework of the following basic policies:  

• We intend to invest in properties that will provide stable profits in the medium to long term and allow for our 

steady state of growth. We will consider investments in real properties, real property equivalents such as land 
leasehold rights and surface rights and real property based securities such as trust beneficiary interests in real 
property. In principle, assets are not acquired for short-term buying and selling.  

• The Asset Manager has established its investment guidelines to provide the details of the basic policies set forth 

in our articles of incorporation.  

• We will focus our investments in prime logistics facilities located in the Tokyo and Osaka areas to construct a 

high-quality portfolio.  

• Our selection of investment properties will be largely based on consideration of scale, location and tenants of the 

properties while also considering other factors such as buildings, suitability and stability of cash flow.  

• We will invest in properties which are currently providing revenues. Exceptions are made where we can obtain a 

preferential negotiation right upon stable operation.  

Other Policies under the Asset Management Agreement  

The Asset Manager has established its investment guidelines to provide the details of the basic policies set forth in our 
articles of incorporation. To the extent it is permitted in our articles of incorporation, the Asset Manager may amend or revise the 
investment guidelines from time to time without a vote of our unitholders or our approval. The investment guidelines are internal rules 
of the Asset Manager, are reported to us and are intended to guide the implementation of our investment objectives and management 
of our operations. The Asset Manager has broad discretion to develop our business strategies and to manage our operations. See 
“Asset Manager”. Various strategies with respect to the achievement of our investment objectives are described above under “Our 
Business”, and certain other policies with respect to the operation of our business are described elsewhere in this document and below.  

Compliance with Certain Japanese Tax Law Matters  

We intend to manage our investments in such a manner as to qualify for lower property registration and acquisition taxes 
and for deductibility of cash distributions to our unitholders from our income under Japanese tax laws applicable to J-REITs. Also, we 
intend to comply with applicable laws and regulations in order to take advantage of lower withholding tax on cash distributions and 
capital gains that may be available to certain overseas unitholders.  

Methods, Standards and Reference Dates for Asset Valuation  

We value our invested assets based on generally accepted accounting principles applicable to J-REITs. We intend to 
maintain the credibility of our valuations by strictly adhering to the consistency principle of accounting and by carefully and diligently 
conducting our activities for the benefit of our investors.  

The asset valuation methods and standards to be used will depend on the type of invested asset:  

• Real estate, surface rights and real estate leasehold rights. Valuation will be made at the value obtained by 

deducting the accumulated depreciation amount from the acquisition price. Depreciation, in principle, will be 
calculated on a straight-line basis for both the building and the facilities; provided, however, that if the 
calculation performed on a straight-line basis for the facilities becomes inappropriate due to any justifiable 
reason, a different method may be used for such calculation, as long as it can reasonably be determined that no 
problems will arise with respect to the protection of unitholders.  

• Beneficiary interests in trusts of real estate, surface rights and real estate leasehold rights, or beneficiary 

interests in trusts of money principally invested in real estate, surface rights and real estate leasehold rights. 
Real estate, surface rights or real estate leasehold rights of the trust assets will be valued following the previous 
item, and the financial assets contained in the trust assets will be valued following generally accepted accounting 
principles in Japan applicable to J-REITs, after which the trust beneficiary interests will be valued by subtracting 
the total amount of trust liabilities from the total amount of trust assets to obtain the trust net asset value.  
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• Equity interests in real estate anonymous associations (tokumei kumiai) or beneficiary interests in trusts of 

money principally invested in real estate anonymous associations. In principle, real estate-related assets of 
anonymous associations will be valued in accordance with both of the items above. Financial assets of 
anonymous associations will be valued following generally accepted accounting principles in Japan applicable to 
J-REITs. The equity interests in anonymous associations will then be valued by subtracting the total amount of 
anonymous association liabilities from the total amount of anonymous association assets, obtaining the amount 
equivalent to the investment corporation’s equity interest in the net asset value of the anonymous association.  

• Securities. When securities are listed or a market price is otherwise available for securities, an valuation will be 

made at a value based on the market price. For all other securities, as a general principle, valuations will be made 
in a reasonable manner applied consistently every fiscal period. If no quotations or reasonable prices are 
available, then the price is set at the acquisition price.  

• Monetary claims. Valuations will be made at the amount equivalent to the acquisition price less any allowance 

for bad debt; provided, however, that if the difference between the acquisition price and the face value is deemed 
to be attributable to interest adjustment, the monetary claims that have been acquired at a price lower or higher 
than the face value thereof will be valued at the amount equivalent to the value, as based on the amortized cost 
method, less the allowance for bad debt.  

• Rights in derivative transactions. Derivative transactions will be valued (i) based on the most recent closing 

price or highest bid or lowest offer price (or an intermediate value between the two) quoted on a stock exchange 
in case such derivatives are listed on a stock exchange, (ii) based on a reasonable manner to ascertain expected 
market price, or acquisition price, in a case of unlisted derivatives, (iii) in accordance with the hedge accounting 
principles in case of derivatives deemed as hedging transactions pursuant to the generally accepted accounting 
principles in Japan applicable to J-REITs and (iv) in accordance with special rules applicable to interest rate 
swaps under the financial instruments accounting standards in case the derivatives satisfying the criteria of the 
financial instruments accounting standards.  

• Hard to value assets. Hard to value assets include assets such as equity interests in real estate anonymous 

associations (tokumei kumiai) and beneficiary interests in trusts of money principally invested in real estate 
anonymous associations, the valuation of which is mentioned above, as well as tenant leasehold and security 
deposits. Future cash flows of hard to value assets are difficult to estimate. We value hard to value assets 
differently depending on the asset, but pursuant to the ITA, the Ordinance on Accountings of Investment 
Corporations and the valuation rules of the ITAJ or in accordance with generally accepted accounting principles 
in Japan applicable to J-REITs. Our methods for valuing particular hard to value assets will be delineated in our 
audited financial statements.  

• Other. Unless otherwise provided for above, the assets will be valued pursuant to the ITA, the Ordinance on 

Accountings of Investment Corporations and the valuation rules of the ITAJ or in accordance with generally 
accepted accounting principles in Japan applicable to J-REITs.  

If another asset valuation method is used other than that mentioned above in order to make a report on values to be 
disclosed in a securities registration statement, annual securities report or asset management report, we will value assets in the 
following manner. Furthermore, we will use the applicable exchange rate as of the day of the valuation to convert asset values stated 
in foreign currencies to Japanese yen.  

• Real estate, surface rights and real estate leasehold rights. Real estate, surface rights and real estate leasehold 

rights will be valued based on appraisal value.  

• Trust beneficiary interests in trusts of real estate, surface rights or real estate leasehold rights. While trust 

assets that are real estate, surface rights or real estate leasehold rights will be valued as described in the 
previous item, financial assets contained in the trust assets will be valued in accordance with generally accepted 
accounting principles, and the trust beneficiary interests will be valued by subtracting the total amount of trust 
liabilities from the total amount of trust assets to obtain the trust net asset value.  

• Equity interests in real estate anonymous associations. Assets that are equity interests in real estate anonymous 

associations will be valued following the first item above. Financial assets that are equity interests in 
anonymous associations will be valued following generally accepted accounting principles. The equity interests 
in anonymous associations will then be valued by subtracting the total amount of liabilities for equity interests 
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in anonymous associations from the total amount of assets for equity interests in anonymous associations to 
obtain the net asset value of equity interests in the anonymous associations.  

The reference date for asset valuations, in principle, will be the last day of each fiscal period; however, in the case of 
securities or other assets, which may be valued based on market price, the reference date will be the last day of each month.  

Net asset value per unit, based on the book values of our assets, will be calculated by subtracting our total liabilities from 
our total assets and dividing the result by our total outstanding units, and is to be presented in the notes to our financial statements. We 
will prepare such financial statements (including balance sheets and statements of income) for each fiscal period as well as an asset 
management report, and statements related to distributions of cash for approval by our board of directors. If approved by our board of 
directors, our unitholders are to be notified of such approval, and all financial statements, along with an audit report, are to be 
delivered to our unitholders without delay.  

Continued Application of Asset Valuation Methods and Standards  

In accordance with the consistency principle of accounting, we will not change the asset valuation methods and standards 
delineated above. However, if the asset valuation methods and standards which we have adopted become inadequate, we may change 
these methods and standards.  

Other  

In addition to the foregoing policies, in undertaking our operations, we will also consider various macroeconomic factors, 
such as overall economic and financial conditions, consumer and corporate trends and conditions in the real estate market, as well as 
sudden changes in our managing environment, or changes in the distribution or attributes of our investors and other factors and take 
whatever actions we deem necessary to protect the interests of our unitholders.  

Derivative Transactions  

We may decide to engage in derivative transactions in order to hedge against interest rate risks and other risks related to our 
financing activities.  

Cash Management Policy  

The amount of capital expenditures actually required for logistics facilities for each fiscal period is expected to be typically 
significantly less than the amount of depreciation expense recognized with respect to those facilities for each fiscal period.  

We plan to implement a cash management policy that leverages the foregoing characteristics of logistics facilities by 
allocating our cash balances, which we expect to generally be in line with the amount of depreciation expenses incurred, toward what 
we believe is most optimal at the time, which may include:  

• repayment of interest-bearing debt in order to strengthen our financial structure;  

• property acquisitions in order to further our growth;  

• execution of repair plans and capital expenditures to maintain and strengthen the competitiveness of our 

portfolio; and  

• distributions in excess of our retained earnings to unitholders.  

Disclosure Policy  

We plan to disclose information to investors promptly, accurately and fairly in accordance with and in the form required by 
the ITA, the FIEA and other applicable laws and regulations as well as by the Tokyo Stock Exchange, the ITAJ and other 
organizations.  
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STRUCTURE AND FORMATION 

We were incorporated as an investment corporation (tōshi hōjin) in Japan under the ITA on October 9, 2015. The following 
chart shows our structure as of the date of this document.  

  

 
  

Notes:  
(1) We have entered into an asset management agreement with the Asset Manager, which is a wholly owned subsidiary of the 

Sponsor. See “Asset Manager—Asset Management Agreement”.  
(2) We have entered into an asset custody agreement, general administration agreement and transfer agency agreement with 

Sumitomo Mitsui Trust. See “Custodian, General Administrator and Transfer Agent”.  
(3) The Asset Manager has entered into a sponsor support agreement with the Sponsor. See “The Sponsor Group and JLL—Sponsor 

Support Agreement and Trademark License Memorandum—Sponsor Support Agreement”.  
  

LaSalle Investment Management K.K. 

Asset Manager 

LaSalle REIT Advisors K.K. 

Custodian, General 
Administrator and 

Transfer Agent 

Sumitomo Mitsui Trust 

LaSalle LOGIPORT REIT 

(3) 

(1) 

(2) 

Sponsor 

Public unitholders 

approximately 95.7% 
of equity interest 

(anticipated) 

approximately 
0.1% of equity 
interest 
(anticipated) 

Jones Lang LaSalle 

Co-Investment, Inc. 

approximately 4.2% 
of equity interest 

(anticipated) 
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DESCRIPTION OF THE TRUST AGREEMENTS AND THE STATUTORY RIGHTS REGARDING  

THE PROPERTY TRUSTS 

We acquired eight properties as described in this document through trusts as a beneficiary pursuant to trust agreements with 
major Japanese financial institutions as trustees. Our beneficiary interests represent interests in the principal in and profits from the 
trust, pursuant to the trust agreements and the Trust Act of Japan, or the Trust Act, which took effect in September 2007. In this 
section, the “New Trust Act” refers to the Trust Act which took effect in September 2007, which applies to trust agreements entered 
into after the New Trust Act took effect. The “Old Trust Act” refers to the Trust Act before the replacement by the New Trust Act in 
September 2007, which generally continues to apply to trust agreements entered into before the New Trust Act took effect, unless the 
parties agree to the application of the New Trust Act to the trust.  

Trust Agreements  

With respect to all of the properties in our initial portfolio, we acquired the trust beneficiary interests in such properties 
created pursuant to the trust agreements. Two of the properties we acquired, LOGIPORT Hashimoto and LOGIPORT Sagamihara, are 
held in the form of a co-ownership interest of the trust beneficiary interest. An owner, together with any co-owner, of a trust 
beneficiary interest is generally referred to as a beneficiary (juekisha).  

Each trust agreement currently in effect will expire upon the expiration of the term set forth in such trust agreement. 
However, the term of a trust agreement may generally be extended upon agreement between the relevant trustee and beneficiary.  

Management of Properties  

Under each trust agreement, the property trustee is required to manage and dispose of the trust property in accordance with 
the provisions of the trust agreement and the instructions from the beneficiary made pursuant to such trust agreement, subject to 
certain exceptions. In addition, the trust agreement usually gives the trustee the right to dispose of the trust assets if fees, expenses and 
damages are not paid after the lapse of a specified grace period. The trust agreement generally provides that the trustee is not obligated 
to sell a property of the trust to a certain purchaser, even if directed to do so by the beneficiaries, if the trustee will owe warranty 
liabilities to that purchaser as a result of such sale or in certain other circumstances specified in the trust agreement.  

Each trust agreement provides that the trustee is not liable to the beneficiary for any damages as long as it uses due care as a 
good manager. Generally, under the trust agreements, the trustee is deemed to have used due care as to its actions taken pursuant to 
our instructions or requests, except in the case of willful misconduct or gross negligence of the trustee.  

Beneficiary Interests  

Trust beneficiary interests represent interests in the principal in and profits from the trusts. Pursuant to instructions from the 
beneficiary, the trustee deposits the rents collected from tenants after deduction of expenses to a bank account designated by the 
beneficiary.  

Fees and Expenses  

The trustee is generally entitled to the trust fee as agreed in the trust agreements. The trust expenses and fees are payable 
from the trust funds. In the event that the trust funds are insufficient to pay trust expenses, the trustee may generally request the 
beneficiary to pay all or part of the amount of the trust expenses, unless such costs and expenses arise from breaches of its duty of care.  

Termination Events  

Under the Old Trust Act and the New Trust Act, trust agreements terminate upon the occurrence of one of the following 
events:  

• the termination events provided in the trust agreement; or  

• the objective of the trust has been attained or has become impossible to attain.  

In addition, under the New Trust Act, trust agreements terminate under certain circumstances, including:  

• a court with competent jurisdiction so orders;  

• the trust itself commences a bankruptcy procedure;  
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• the trustee has held all of the beneficiary interests of the trust for one year;  

• the trust is merged into another trust;  

• there has been no trustee with respect to the trust for one year; or  

• the trustee receives no payment for its trust fees or expenses from the beneficiary upon the trustee’s request 

when the trust’s funds are insufficient to pay the trustee’s fees and expenses.  

Our trust agreements generally provide that the trust agreement may be terminated in certain limited circumstances, 
including:  

• expiration of the trust period;  

• impossibility of the execution of the trustee’s duty due to reasons other than those caused by the trustee;  

• material breach by a party followed by notice of termination by the non-breaching party;  

• disposition of all of the trust properties; and  

• where, within a certain number of days following the termination of the relevant property management 

agreement or master lease agreement, the trustee is unable to execute, or has not received any instructions from 
the beneficiary to execute, a new agreement with a third party satisfactory to the trustee.  

Settlement of Accounts Following Termination  

Disposition of property prior to termination. If the property is disposed of prior to the termination of the trust agreement, 
the trustee pays the beneficiary the proceeds from the disposition of the property after deduction of the aggregate unpaid balance of 
the trust expenses and fees from the trust funds.  

Delivery of property following termination. If the property is not disposed of prior to the termination of the trust agreement, 
the trustee must deliver to the beneficiary the property after deduction of the aggregate unpaid balance of the trust expenses and fees 
from the trust funds. The trustee is also required to file an application with the real estate registry for the transfer.  

Insufficient funds for the trustee. If the trust funds are insufficient to fulfill the monetary obligations of the beneficiary, the 
trustee may generally demand that the beneficiary pays the obligations. In the event that the beneficiary fails to pay the obligations 
within a certain number of days after receipt of the notice, the trustee is entitled to sell the related trust property and apply the 
proceeds of the sale to the deficiency.  

Governing Law and Submission to Jurisdiction  

The laws of Japan govern each of our trust agreements, and the Tokyo District Court is the exclusive forum for any legal 
action, suit or proceedings in connection with our trust agreements.  

Statutory Rights Regarding the Property Trusts  

Under the Old Trust Act and the New Trust Act, a trustee has numerous statutory rights, including the following:  

• a preferential right to collect its fees and expenses relating to a trust from the assets owned by the trust to a 

certain extent;  

• a right to receive compensation from the assets owned by the trust for certain damages which the trustee has 

suffered; and  

• a right to retain possession of the trust assets after the underlying trust agreement terminates or expires until 

outstanding fees, expenses and damages are paid in full.  
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The assets of a trust under the Old Trust Act are generally believed to belong to the trust and not to the trustee in the event 
the trustee becomes subject to insolvency proceedings such as bankruptcy, civil rehabilitation or corporate reorganization, although 
the Old Trust Act does not provide a clear conclusion as to this issue. As long as the real estate which constitutes part of the trust 
property has been registered in the trust’s name and the trust assets are booked and maintained separately from the trustee’s own assets 
(or the assets belonging to other trusts), the risk that the real estate will be deemed to belong to the trustee is small. Under the New 
Trust Act, the assets of a trust belong to the trust, not to the trustee, in the event the trustee becomes subject to insolvency proceedings.  
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DESCRIPTION OF THE UNITS 

The following is a summary of material information concerning our units, our articles of incorporation, the ITA and related 
laws and regulations. This summary is not exhaustive and is qualified in its entirety by reference to the full provisions of our articles 
of incorporation and the ITA and related laws and regulations.  

General  

We are authorized by our articles of incorporation to issue up to 10,000,000 units. All issued units have no par value and 
are fully paid.  

Under the Act Concerning Book-Entry Transfer of Corporate Bonds, Stocks, etc., or the Clearing Act, a central clearing 
system was established and the units of all Japanese investment corporations listed on any Japanese stock exchange are subject to the 
clearing system of book-entry of units handled by a central clearing system, JASDEC. The transfer of such units may be effected 
exclusively through entry in the books maintained under the system. However, in any event that any such clearing organization will 
cease to handle our units in the future or other similar events take place, unit certificates will be issued, and units may then be 
transferred by delivery of certificates of units to the transferee pursuant to the ITA.  

A non-resident unitholder is required to appoint a standing proxy in Japan or to provide a mailing address in Japan. 
Japanese securities firms and commercial banks customarily act as standing proxies and provide related services for a standard fee.  

Distributions  

By resolution of our board of directors, we may pay distributions in cash to our unitholders or pledgees whose names are 
recorded in our register of unitholders as of the last day of February and August in each year, respectively, in proportion to the number 
of units held by them. Under our articles of incorporation, we are not required to pay any cash distributions unclaimed for a period of 
three years after the date on which such distributions first become payable.  

Voting Rights  

A unitholder is entitled to one vote for each unit. Unitholders whose names appear in our register of unitholders on the 
record date are entitled to vote at the relevant general meeting of unitholders. Except as otherwise provided by law or by our articles of 
incorporation, unitholders may adopt a resolution at a general meeting of unitholders by a majority vote cast in writing, by 
electromagnetic method (in accordance with applicable law and upon our approval) or through a proxy who is also a unitholder having 
voting rights. Unitholders who do not attend and do not exercise their voting rights at the meeting are deemed to be in agreement with 
proposals submitted at such meeting, except in the case of proposals for which contrary proposals are also being submitted at the 
meeting.  

Unitholders may vote on the following matters, which require a quorum of a majority of the total issued units and a 
majority of the voting rights represented at the meeting unless otherwise provided by our articles of incorporation:  

• election or removal of any of our executive director, supervisory director or our independent auditor;  

• approval of asset management agreement with the asset manager except for the asset manager at the time of our 

incorporation;  

• approval of the termination of asset management agreement except under specific cases set forth under the ITA; 

and  

• other matters as required by the ITA, our articles of incorporation or any other law.  

 
The following resolutions, in particular, require a quorum of a majority of the total issued units and at least a two-thirds 

vote of the voting rights represented at the meeting:  

• reverse split of our units;  

• partial waiver of executive director, supervisory director or independent auditor from liability for damages to us, 

except for certain cases stipulated in our articles incorporation;  

• amendment of our articles of incorporation;  

• our dissolution; and  
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• our mergers with any other investment corporation, except where we are the surviving corporation and the 

number of units to be delivered to unitholders of the non-surviving corporation will not exceed one-fifth of the 
total number of our outstanding units.  

Other Rights of Unitholders  

In addition to the rights set out above, unitholders have, among other things, the following rights:  

Derivative Action  

Unitholders who have held units continuously for at least six months have the right to demand in writing that an action be 
brought against:  

• the asset management company and/or general administrators to which we outsource administrative functions 

pursuant to the ITA; and  

• the executive directors, the supervisory directors and/or our independent auditor.  

Right to Sue for Cancellation or Nullification of Resolutions  

Unitholders have the right to file a lawsuit demanding that a resolution passed at a general meeting of unitholders be 
cancelled within three months from the date of such resolution, in the following circumstances:  

• the convocation of the meeting or voting procedures by which the resolution was passed were in breach of our 

articles of incorporation or any law or regulation, or were particularly inequitable;  

• the resolved matter is in breach of our articles of incorporation; or  

• the resolution is particularly unfair due to the exercise of voting right by a unitholder with a special interest in 

the resolution.  

In addition, unitholders have the right to file a lawsuit confirming that a resolution had been null if the contents of the 
resolutions were in breach of law. Unitholders also have the right to file a lawsuit confirming the non-existence of the resolutions if 
the resolutions by unitholders have not existed.  

Right to Request to Bar the Executive Director to Prevent Misconduct  

If our executive director engages in, or if it is possible for our executive director to engage in, activities:  

• that are out of our corporate purpose or are in breach of our articles of incorporation or any law or regulation; 

and  

• which may cause us to incur irreparable damages;  

then any unitholder who has held units continuously for at least six months may request to bar such activities of our 
executive director.  

Right to Request Bar on Issuance of New Units  

Unitholders have the right to request a bar on the issuance of new units, if:  

• the issuance of new units is in breach of any law or regulation or our articles of incorporation; or is made in a 

particularly unfair manner; and  

• unitholders may suffer disadvantage from the issuance of new units.  

Right to Request Bar on Merger  

With certain exceptions, unitholders have the right to request a bar on merger, if:  

• the merger is in breach of any law or regulation or our articles of incorporation; and  
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• unitholders may suffer disadvantage from the merger.  

Right to Sue for Nullification of Newly Issued Units  

Unitholders are entitled to sue for the nullification of our newly issued units if the issue of such units is in serious breach of 
any law or regulation or our articles of incorporation. However, they must bring the suit within six months of the date of such issuance.  

Right to Sue for the Nullification of Merger  

Unitholders are entitled to sue for nullification of any merger if there is a material flaw in the merger procedure. However, 
they must bring the suit within six months from the effective date of the merger.  

Right to Make Submissions of Agenda for General Meeting of Unitholders  

Any unitholder who has held at least 1% of the issued units continuously for at least six months is entitled to request that 
the executive director add certain items or include certain specified matters in the agenda at the general meeting of unitholders. Such 
unitholders are also entitled to request that the executive director provide unitholders with a summary of the proposal made by the 
relevant unitholder with respect to the agenda for the general meeting of unitholders. The unitholder must make this request at least 
eight weeks prior to the general meeting of unitholders.  

Right to Convene a General Meeting of Unitholders  

Any unitholder who has held at least 3% of the issued units continuously for at least six months is also entitled to request 
that a general meeting of unitholders be convened. The unitholder must set out in the request the relevant agenda items for the meeting, 
which are limited to items for which the unitholder can exercise its voting rights, and the reason for the meeting. If the executive 
director does not convene the requested meeting without delay or the executive director does not convene the meeting to be held no 
later than eight weeks from the date of the request, the unitholder can convene the meeting with the permission of the director of the 
local finance bureau of the Ministry of Finance.  

Right to Request the Appointment of an Inspector  

Any unitholder who has held at least 1% of the issued units continuously for at least six months is entitled to request the 
director of the local finance bureau of the Ministry of Finance to appoint an inspector in advance of a general meeting of unitholders, 
to investigate the procedures for the convocation of the meeting and manner of passing the proposed resolutions.  

Any unitholder who holds at least 3% of the issued units is entitled to request the director of the local finance bureau of the 
Ministry of Finance to appoint an inspector to investigate our business and financial affairs if there is any reason to believe that there 
has been an act of dishonesty or material fact in breach of any law or regulation or our articles of incorporation in connection with the 
administration of our affairs.  

Right to Request the Dismissal of Directors  

Any unitholder who has held at least 3% of the issued units continuously for at least six months is entitled to request a court 
to dismiss any of our directors if:  

• such director has acted dishonestly or there is a material fact in breach of his or her fiduciary duties or any laws, 

regulations or our articles of incorporation in performing his or her duties; and  

• the dismissal of such director has been rejected at a general meeting of unitholders. Such request must be made 

within 30 days from such general meeting of unitholders.  

Right to Request Our Dissolution  

Any unitholder who holds at least 10% of the issued units is entitled to sue for dissolution of us if:  

• either (i) our management has reached a deadlock in the course of business that causes or may cause irreparable 

damage to us; or (ii) assets are being administered or disposed of in a grossly improper way, thereby endangering 
our existence; and  

• there are circumstances which make the dissolution unavoidable.  
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Right to Inspect Books and Records  

Unitholders have the right to inspect or make copies of our accounting books and records or documents during business 
hours upon submission of a request to our executive director stating the reasons for which they wish to inspect the books.  

Reverse Split of Units  

We may, upon resolution of the general meeting of unitholders, conduct a reverse split of our units. In order to conduct a 
reverse split of our units, we must also give public notice at least two weeks prior to the effective date of the reverse split of our units 
stating the effective date of the reverse split and the ratio of units before and after the reverse split.  

Unit Splits  

We may at any time split the issued units into a greater number of units by resolution of our board of directors. Subsequent 
to the split, unitholders whose names appear in the register of unitholders on a record date we specify upon at least two weeks prior 
public notice will receive the units under the unit split.  

Acquisition of Our Own Units  

We may acquire our own units by agreement with unitholders with cash consideration, by way of purchasing on any 
Japanese stock exchange on which they are listed or by way of tender offer, in either case, by resolution of the board of directors. Such 
acquisition of our own units may be allowed to the extent the amount to be paid in consideration of the acquisition of our own units 
will not exceed the amount obtained by (i) the net asset amount minus (ii) the minimum net asset amount provided by our articles of 
incorporation (which is currently ¥50 million) plus ¥50 million.  

We must dispose of or cancel our own units we acquired at an appropriate time by resolution of the board of directors.  

Redemption of Units  

As we are a closed-end investment corporation, unitholders are not entitled to request the redemption of their investment by 
us. See “Regulation—Act on Investment Trusts and Investment Corporations—Open-end J-REITs or Closed-end J-REITs”.  

Issuance of Additional Units  

Unitholders have no pre-emptive rights with respect to issuance of additional units. We may issue units at the times and 
upon the terms resolved at the meetings of our board of directors up to the number prescribed by our articles of incorporation. The 
issue price of the units must be a fair price in view of the detail of the assets we hold.  

Unit Acquisition Rights for Rights Offering  

We may issue unit acquisition rights solely for finance through rights offerings by resolution of our board of directors. 
Holders of unit acquisition rights are entitled to acquire units from us upon payment of the applicable exercise price and subject to 
other terms and conditions or may sell the unit acquisition rights on the stock exchange where such rights are listed.  

Liquidation  

In the event of our liquidation, the assets remaining after payment of all debt, liquidation expenses and taxes will be 
distributed to the unitholders in proportion to the number of units held.  

Reporting of Substantial Unitholdings  

The FIEA requires any person who has become, beneficially and solely or jointly (as the case may be in accordance with 
the FIEA), a holder of more than 5% of the total issued units of an investment corporation listed on any Japanese stock exchange, to 
file a report concerning such unitholdings with the director of the competent local finance bureau of the Ministry of Finance within 
five business days. With certain exceptions, a similar report must also be made if the percentage of such holding subsequently 
increases or decreases by 1% or more or if any change occurs in material matters set out in reports previously filed. Any report so filed 
will be made available for public inspection.  

All reports must be filed only through the Electronic Disclosure for Investor’s Network (EDINET) system.  

Notices and Reports to Unitholders  

We furnish to unitholders:  

• financial statements, business reports and statements regarding cash distributions, together with supporting 

schedules of these documents for each fiscal period;  
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• convocation notices of general meetings of unitholders; and  

• notices of resolutions adopted at general meetings of unitholders.  

Record Date of the Register of Unitholders  

The record dates for the payment of distributions are the last day of February and August, respectively. In addition, we may 
at any time set a record date by a resolution of the board of directors upon at least two weeks prior public notice to determine the 
unitholders entitled to exercise their rights.  
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REGULATION 

Act on Investment Trusts and Investment Corporations  

Overview  

Under the ITA, investment corporations must primarily make investments that are specifically prescribed by such law. Real 
estate is among the prescribed investments. Permitted investments are not limited to physical real estate, but include investments in 
specifically prescribed real estate-related rights, such as trust beneficiary interests in real estate. Investment corporations that invest 
primarily in real estate have come to be known as J-REITs.  

The ITA provides for two different types of investment vehicles: investment trusts and investment corporations. To date, all 
listed J-REITs have been formed as investment corporations.  

Investment corporations issue units similar to shares in joint stock corporations. Holders of units are called unitholders. A 
board of directors oversees investment corporations. Unitholders at a general meeting of unitholders make certain decisions of the 
investment corporation. See “Description of the Units—Voting Rights”.  

Equal Treatment of Unitholders  

Under Article 77 paragraph 4 of the ITA, which applies the requirements of Article 109 paragraph 1 of the Companies Act 
to units, investment corporations are required to treat unitholders equally in proportion to the number of units held.  

Open-end J-REITs or Closed-end J-REITs  

Under the ITA, investment corporations, including J-REITs, may be either open-end or closed-end. Unitholders of an open-
end J-REIT are able to require that their units be redeemed at a fair value in view of the detail of the assets held by such J-REIT, and 
in accordance with its articles of incorporation. Units of an open-end J-REIT do not meet the listing criteria of the Tokyo Stock 
Exchange. Unitholders of a closed-end J-REIT cannot require that their units be redeemed. We are a closed-end J-REIT.  

Investment Trusts Association, Japan Rules  

J-REITs must comply with the J-REIT rules of the ITAJ, which is a self-regulatory organization of asset managers and 
security firms registered under the FIEA. These rules in part, as applied to investment corporations, are as follows:  

• J-REITs must be formed with the objective of investing, directly or through investment vehicles, more than 50% 

of their total assets in real estate or real estate-related rights;  

• J-REITs must comply with the accounting requirements of the ITAJ, as well as legally prescribed corporate 

accounting procedures;  

• J-REITs may only use the valuation methods prescribed in the rules of the ITAJ, which emphasize market price 

valuation;  

• publicly listed closed-end J-REITs must calculate and announce the net asset value per unit at the end of each 

fiscal period (usually six months); and  

• the asset management company to which a J-REIT outsources the management of its assets must keep and 

disclose to the J-REIT’s unitholders at its offices copies of asset management plans, which must include the 
prescribed information in addition to operating reports required by law.  

Investment Assets  

A J-REIT must invest primarily in specified assets as defined in the ITA. Specified assets include, but are not limited to, 
securities, real estate, leaseholds of real estate, surface rights of land (chijō-ken) (i.e., right to use land for the purpose of having a 
structure on it), power plants for generation of renewable energy (as defined in the relevant law), management rights with respect to 
public facilities (as defined in the relevant law) and trust beneficiary interests in these assets.  

A listed J-REIT must invest substantially all of its assets in real estate, real estate-related assets and liquid assets as 
provided by the listing requirements. Real estate in this context includes, but is not limited to, real estate, leaseholds of real estate, 
surface rights, and trust beneficiary interests for these assets, and real estate-related assets in this context include, but are not limited to, 
anonymous association (tokumei kumiai) interests for investment in real estate.  

Pursuant to the ITA, investment corporations may not develop land for housing or to construct buildings.  
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Registration  

Investment corporations must register with the director of the relevant local finance bureau of the Ministry of Finance prior 
to commencing their investment activities. We registered with the Kanto Local Finance Bureau on October 27, 2015.  

Transfer of Units  

The ITA prohibits an investment corporation from placing any restrictions on the transfer of its units.  

General Meeting of Unitholders  

General meetings of unitholders are held in accordance with the ITA and our articles of incorporation. We must give public 
notice two months prior to the meeting date, and we must notify each unitholder of the purpose of the meeting two weeks prior to the 
meeting date. In the case of unitholders residing outside of Japan, we send this notice to their standing proxy or mailing address in 
Japan pursuant to our unit handling regulations.  

Under the ITA and our articles of incorporation, we are not required to give a prior public notice for a general meeting of 
unitholders, provided that the immediately preceding general meeting is convened on or after November 1, 2017 or November 1 of 
every other year thereafter without delay in accordance with our articles of incorporation, and provided, further, that the relevant 
general meeting is held within 25 months of such immediately preceding general meeting.  

Corporate Governance  

The corporate governance of J-REITs requires at least one executive director and at least one more supervisory director 
than the number of executive directors to constitute the board of directors. With respect to auditing of financial statements and certain 
rights of unitholders such as voting rights and derivative suits, J-REITs are structurally similar to joint stock corporations incorporated 
under the Companies Act.  

Mandatory Outsourcing of Operations  

Under the ITA, an investment corporation is required to entrust to external entities the functions pertaining to:  

• the management of its assets;  

• the custody of its assets; and  

• certain other administrative functions.  

An investment corporation must entrust the management of its assets to a third-party asset management company registered 
as such under the FIEA. Except for the asset management agreement entered into with the asset management company set forth in the 
articles of incorporation at the incorporation of the investment corporation, the asset management agreement does not become 
effective without the approval of the general meeting of unitholders.  

An investment corporation must entrust the custody of its assets to a third party with the qualifications set forth in the ITA.  

An investment corporation must entrust to third parties certain administrative functions, including:  

• the offering or placement of units or investment corporation bonds or allotment of unit acquisition rights without 

consideration;  

• preparation and keeping of the register of holders of units, unit acquisition rights or investment corporation 

bonds and other administrative functions relating to the register of holders of units, unit acquisition rights or 
investment corporation bonds;  

• logistic matters upon issuance of units, unit acquisition rights or investment corporation bonds;  

• administration of its organization;  

• accounting matters; and  

• as otherwise provided in the relevant ministerial ordinance.  
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Conflicts of Interest  

Certain conflicts of interest may arise with respect to transactions such as those between an investment corporation and the 
asset management company that manages such investment corporation.  

The FIEA provides that an asset management company assumes a fiduciary duty of loyalty and exercises its duties in good 
faith. In the event of damage to the investment corporation as a result of a breach of these duties, the asset management company 
bears liability for damages. The FIEA specifically prohibits certain conduct, including the following:  

• transactions between the investment corporation and the asset management company or any of its directors, 

officers, corporate auditors or employees, except in certain specified circumstances;  

• transactions between investment corporations managed by the same asset management company, except in 

certain specified circumstances;  

• transactions under terms that differ from ordinary transactions on an arm’s-length basis that are contrary to the 

interests of the investment corporation;  

• transactions by the asset management company for the benefit of its own or third parties and contrary to the 

interests of the investment corporation; and  

• transactions by the asset management company with the unjustifiable constraint under the control by third parties.  

In addition, the asset management company must report to the investment corporation prescribed matters with regard to the 
transactions with related parties without delay, in addition to the periodic report to be made at least once every three months.  

The ITA requires that the asset management company must obtain prior consent from the investment corporation which 
must be approved by the board of directors of the investment corporation in order to acquire, sell or lease real estate or securities from 
or to the asset management company’s related parties on behalf of the investment corporation, with certain exceptions.  

Investment Restrictions and Policy  

An investment corporation is only permitted to make investments that are also specifically permitted by the ITA and related 
laws and regulations, and is subject to investment restrictions under the ITA and related laws and regulations.  

The investment by the investment corporation must be made in accordance with the investment target and investment 
policy as set out in its articles of incorporation.  

If an investment corporation’s articles of incorporation permit the acquisition of its own units, with cash consideration, by 
agreement with the unitholders, the investment corporation may repurchase its own units with the approval of its board of directors, 
subject to certain restrictions on the acquisition price, requirements and procedures under the ITA and other related laws and 
regulations. Our articles of incorporation permit such acquisition of our own units. Except for such acquisition, the purchase of our 
own units is prohibited, with certain exceptions provided by the ITA.  

Capital of the Investment Corporation  

Investment corporations are required to maintain a minimum amount of net assets at all times. Each investment 
corporation’s articles of incorporation set forth this amount, which must be equal to ¥50 million or more. Registered investment 
corporations are required to promptly notify the director of the relevant local finance bureau of the Ministry of Finance if their net 
assets are likely to fall below ¥100 million. If the registered investment corporation’s net assets fall below ¥50 million and do not 
recover within a certain period not less than three months after a notice from the director of the relevant local finance bureau of the 
Ministry of Finance, the director must revoke the investment corporation’s registration. In addition, a J-REIT that lists its units on the 
Tokyo Stock Exchange must maintain net assets of not less than ¥500 million. If a J-REIT’s net assets fall below ¥500 million as of 
the end of a fiscal period and do not recover within one year, the J-REIT will be delisted.  

Under the ITA, an investment corporation is permitted to make distributions in excess of retained earnings, but it is not 
permitted to make distributions if it will cause its net assets to fall below ¥100 million.  

An investment corporation is required to establish unitholders’ capital surplus if:  

• the unitholders’ capital and capital surplus used for any redemption exceeds the total redemption amount for the 

units; or  
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• the relevant provisions of the Accounting Rules for Investment Corporations so require in a merger of the 

investment corporation.  

Distributions in excess of retained earnings, or surplus cash distributions, will decrease the amount of unitholders’ capital or 
capital surplus.  

The ITA permits an investment corporation to deduct all or part of the losses from the amount of unitholders’ capital and 
capital surplus in accordance with the Accounting Rules for Investment Corporations.  

Finance  

An investment corporation may, in principle, with the approval of its board of directors, issue units up to the number 
specified in its articles of incorporation from time to time. The issue price of the units must be a fair price in view of the detail of the 
assets held by the investment corporation. Unitholders have no pre-emptive rights in relation to an issuance of new units. An 
investment corporation may, from time to time and with an approval of its board of directors, issue unit acquisition rights, but only in 
the form of gratis allotments to unitholders for the purpose of a rights offering.  

A closed-end investment corporation may, by resolution of its board of directors, issue investment corporation bonds up to 
the amount specified in its articles of incorporation and in accordance with the ITA.  

An investment corporation may borrow money up to the amount specified in its articles of incorporation. In order for us to 
enjoy the favorable tax treatment available to J-REITs, we must borrow only from qualified institutional investors as defined in the 
FIEA (limited to institutional investors as defined in the Special Taxation Measures Act).  

Merger  

Investment corporations may merge with other investment corporations with the approval of unitholders representing at 
least two-thirds of the number of units having voting rights represented at a general meeting of unitholders, although such approval is 
not required for the surviving corporation when the number of units to be delivered to the unitholders of the non-surviving corporation, 
will not exceed one-fifth of the total number of outstanding units of the surviving corporation. The quorum of the general meeting is a 
majority of the total number of issued units. Any unitholder which expresses its opposition to the merger prior to the general meeting 
of unitholders and votes against the approval of such merger at the meeting is entitled to request the investment corporation to 
purchase its units at the fair price.  

Disclosure Requirements Applicable to J-REITs under Tokyo Stock Exchange Rules  

J-REITs and asset management companies thereof are subject to disclosure requirements under the rules of the Tokyo Stock 
Exchange that are similar to those imposed on other listed companies. 

J-REITs and Asset Management Companies. Investment corporations’ decisions concerning the issuance of new units, unit 
splits or reverse split of units, among others, must be disclosed. Other matters to be disclosed include the receipt from the regulatory 
authority of orders to improve operations and information regarding the asset management companies.  

Assets and performance of J-REITs. Any information over a certain level of assets of J-REIT must be disclosed. In 
particular, the following must be disclosed:  

• a transfer of assets the value of which as of the end of the latest fiscal period is ¥50 million or more;  

• a purchase of assets the price of which is expected to be ¥50 million or more;  

• a natural disaster or damages that result in a loss equivalent to 3% or more of net assets, or to 30% or more of 

ordinary income or net income, for the most recent fiscal period; and  

• differences in expected operating revenues from the most recent forecast for the period announced pursuant to 

the rules of the Tokyo Stock Exchange of 10% or more, differences in expected ordinary income or loss, or net 
income or loss from the most recent forecast of 30% or more or differences in expected distributions from the 
most recent forecast of 5% or more.  

Financial Results  

As is the case of joint stock corporations, investment corporations and asset management companies are required to 
publicly announce summaries of investment corporations’ financial results once they are finalized. These reports include forecasted 
distributions and value of assets held by J-REITs.  
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Imposition of Insider Trading Regulation  

Under the FIEA, directors or employees of a J-REIT, and directors, corporate auditors, officers and employees of an asset 
management company or certain affiliated corporations, including the parent company of an asset management company, are 
prohibited from trading its units when such director, corporate auditor, officer or employee has come to know certain material facts 
concerning the J-REIT or the asset management company before such material facts are made public. Among others, (i) a unitholder 
or (ii) a person (in the case of a corporation as to either (i) or (ii), including its officers and employees) that has entered into or is under 
negotiation to enter into a contract with a J-REIT, an asset management company or certain affiliated corporations are also subject to 
this insider trading prohibition where such unitholder or person has come to know a material fact in the course of (a) exercising his/her 
unitholder’s right under the ITA to request an opportunity to inspect the accounting books and records of the J-REIT, or (b) through 
the conclusion of, negotiation for, or performance of, a contract, as the case may be.  

Laws and Regulations Relating to Japanese Real Estate  

Land Leases  

Under Japanese law, buildings can be owned independently of the underlying land upon which they are built. It is not 
uncommon in Japan for the owner of a building to differ from the owner of the underlying land.  

Perfection  

Under the Civil Code of Japan, in order to perfect a leasehold interest in the underlying land, the lessee is required to 
register its leasehold interest in the real estate register. The Land and Building Lease Act and its preceding legislation provide, 
however, that the lessee is also able to perfect its leasehold interest in the underlying land by registering the ownership of the building 
standing on the land if the lessee owns such building. If the lessee does not duly perfect its leasehold interest in the land, the lessee 
cannot assert its leasehold interest against a new purchaser of the underlying land. The leasehold interest is also subject to any 
mortgage over the underlying land that is registered prior to the perfection of the leasehold interest in the land. The lessee, as a general 
rule, loses its leasehold interest to a prior registered mortgage if and when the mortgagee becomes entitled to foreclose on the land. 
The mortgagee or its successor could then require that the lessee vacate the land prior to the end of its lease term.  

Transfer and Sublease  

The transferability of a lessee’s interest in a land lease depends on whether the lease is a chijō-ken or a chinshaku-ken. A 

chijō-ken entitles a lessee to transfer its interest to a third party (or sublease the land) without the consent of the landlord. In the case of 
a chinshaku-ken, however, any transfer (or sublease) of a lessee’s interest is subject to the consent of the landlord, unless otherwise 
agreed in the land lease contract. In the event that the lessee transfers or subleases its leasehold interest in the land together with the 
transfer of the building standing on the land, if the landlord refuses to give consent, the lessee may seek judicial permission for the 
transfer or sublease. A court may authorize the transfer (or sublease) with or without payment to the landlord for compensation in lieu 
of consent, unless such transfer or sublease would prejudice the landlord’s rights. In making its decision, a court considers the length 
of the remaining term of the land lease, the history of the land lease contract, the circumstances requiring such transfer of the lease 
rights, and any other relevant facts.  

In the event the owner of a building holds a subleasehold interest in the underlying land, and the contract between the 
owner of the land and the leaseholder thereof is terminated, depending on the circumstances of the termination, the owner of the 
building may not be able to assert its subleasehold interest against the owner of the land and may lose the property.  

Termination  

The Land and Building Lease Act permits special fixed-term land lease contracts, or teiki shakuchi-ken, which may take the 
form of any of the following three kinds of contracts:  

• those with a nonrenewable term of at least 50 years containing a waiver by the lessee of its right to demand that 

the landlord purchase the building owned by the lessee at the end of the term;  

• those with a nonrenewable term of at least 30 years providing that the building owned by the lessee must be sold 

to the landlord for reasonable consideration at the end of the term; and  

• those to be used only for business purposes (except for a building used for residence), with a nonrenewable term 

of between ten years (inclusive) and 50 years (exclusive) and including a waiver by the lessee of its right to 
demand that the landlord purchase the building at the end of such term.  
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Except for the three special lease contracts above, the land lease contract will be subject to certain conditions favorable to 
the lessee as follows:  

• the initial term of the contract is for a period of at least 30 years;  

• the term of the contract is subject to extension by the lessee unless the landlord has a justifiable reason for not 

agreeing to such extension in light of a number of factors including the landlord’s and the lessee’s needs for the 
land for their own use, the history of the land lease contract, the present use of the leased land, and the amount of 
money the landlord is offering to pay the lessee to partially compensate the lessee for vacating the land; and  

• the lessee has the right to demand that the landlord purchase at market price the building on the leased land 

owned by the lessee at the end of the term of the land lease contract when the contract is not extended or 
renewed.  

Building Leases  

Contract Period  

A building lease may have either a fixed or an indefinite term. If the building lease provides for an indefinite term or a term 
of less than one year (which is deemed an indefinite term lease under the Land and Building Lease Act), then the lease may be 
terminated on six months’ prior notice by the lessor or on three months’ prior notice by the lessee, although, if the lease provides for a 
longer notice period, then this longer period notice must be given. If the building lease is for a fixed term with one year or more, then 
it cannot be terminated prior to the end of that term, unless the building lease specifically provides otherwise. In case of termination by 
the lessor, the lessor’s notice is subject to the conditions as below.  

Even if the building lease is for a fixed term with one year or more, unless the lessor or the lessee notifies its intention not 
to extend the lease from one year to six months before the expiration of the term, the building lease is deemed to be extended without 
a fixed term.  

The lessor may not make such notice for termination of, or intention not to extend, the building lease unless it has a 
justifiable reason. Factors to be considered in determining whether there is a justifiable reason include:  

• the lessor’s and the lessee’s (including any sublessee’s) needs for the building for their own use;  

• the history of the building lease contract;  

• the present use of the leased building;  

• the current condition of the building; and  

• the amount of money the lessor is offering to pay the lessee to partially compensate the lessee for vacating the 

building.  

Notwithstanding the above, if the building lease contract is a special fixed-term building lease contract, or a type known as 
teiki tatemono chintaishaku, for which it is clearly specified in writing, such as in a notarized document, that the building lease will 
not be extended and this feature is explained to the lessee in writing, the building lease will be terminable without justification upon 
expiration of the fixed term if notice of termination of the building lease is given between one year and six months before the 
expiration of such term.  

Tenant Leasehold and Security Deposits  

Upon execution of a building lease, the lessee is usually required to pay a tenant leasehold deposit. The tenant leasehold 
deposit is paid by the lessee as security for rent and other obligations. The tenant leasehold deposit does not bear interest and any 
outstanding amount after deduction for any charges is usually refundable after the buildings are vacated. Upon execution of a building 
lease, the lessee may also pay a tenant security deposit, which essentially guarantees the lessee’s obligations to the lessor and 
sometimes bears interest. The tenant security deposit is fully or partially refundable either after a specified period of time has passed 
under the building lease or at the end of the building lease, depending on the terms of the building lease. The amounts payable for a 
tenant leasehold deposit and tenant security deposit vary from location to location and from case to case in Japan.  
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Adjustment of Rent  

Generally, either party to a building lease may demand that the rent be increased or decreased in response to market 
conditions, even where a properly executed lease exists. If the parties cannot come to an agreement, a court may order an adjustment 
after considering the following:  

• whether there have been any changes in tax or other liabilities imposed on the building and/or the underlying 

land, the value of the building and/or the underlying land and any other relevant economic conditions; and  

• the level of rent under comparable leases in neighboring areas.  

If the court determines that the rent should be decreased, the lessor will be ordered to return any excess rent collected and 
pay interest at a rate of 10% per annum for the excess amount.  

With respect to such special fixed-term building lease contracts known as teiki tatemono chintaishaku, the rent may not be 
subject to such adjustment if so agreed in the building lease.  

Property Subject to Co-ownership  

Co-ownership refers to a type of ownership where one party owns a certain percentage interest in the whole building or 
property or trust beneficiary interest, while other owners own the remaining percentage interest.  

Sale of Co-ownership Interest  

A co-owner of a property subject to co-ownership is entitled under the Civil Code of Japan to sell its co-ownership interest 
to any person or entity without the consent of the other co-owners, unless an agreement between the co-owners requires the consent or 
grants a right of first refusal. In the case of trust beneficiary co-ownership interests, any co-owner may sell its co-ownership interest 
without the consent of the other co-owners, unless an agreement between the co-owners requires the consent or grants a right of first 
refusal, but in each case, the sale of the trust beneficiary co-ownership interests requires the trustee’s consent.  

Sale of Property under Co-ownership and the Right to Partition  

Sale or any other disposal of a property under co-ownership may not be made without the consent of the other co-owners. A 
co-owner may demand that a co-owned property be partitioned, giving each co-owner a right to a specific portion of the property that 
each co-owner may dispose of at its discretion. If co-owners cannot agree upon a partition, a court may be asked to intervene. If 
partition is not practicable, or may cause a significant decrease in the value of the co-owned property, the court may order that the 
property be sold by public auction. Each co-owner would then receive the proceeds of the sale of the co-owned property on a pro rata 
basis. The Civil Code of Japan permits the co-owners to agree not to exercise their right to demand partition of the co-owned property, 
subject to the following limitations:  

• the agreement must be for a period of not more than five years, and any period of renewal must be limited to not 

more than five years;  

• the agreement not to partition a co-owned property is not effective against a third-party purchaser of a co-

ownership interest unless the agreement is registered; and  

• the agreement is not effective against a trustee, etc. of a co-owner in relation to which bankruptcy, corporate 

reorganization or civil rehabilitation proceedings have been commenced, although in these cases, the other co-
owner(s) may purchase the co-ownership interest of the co-owner subject to such proceedings.  

In the case of trust beneficiary co-ownership interests, a co-owner may request the partition of the co-owned trust 
beneficiary interests, but co-owners may also agree not to partition such trust beneficiary interests for a period of not more than five 
years with such term being renewable in writing. Such an agreement not to partition the trust beneficiary interests may, even without 
any registration, be effective against any third party that purchases co-owned trust beneficiary interests from one of the co-owners.  

Administration of the Property  

Co-owners generally decide on matters relating to the administration of co-owned properties by majority vote on the basis 
of co-owned property interest value, unless otherwise agreed among the co-owners; provided, however, that any conduct pertaining to 
the preservation of the co-owned property may be performed by each co-owner without such majority approval. Accordingly, a co-
owner that is not able to get a majority share of the co-owned property interests may not participate in the administration of the co-
owned property.  
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Claims and Obligations Relating to Properties under Co-ownership  

When an underlying property that is co-owned is leased to tenants, the obligation of the co-owners to hold and refund the 
tenant leasehold deposits paid by the tenants is generally considered to be indivisible and the rents receivable by the co-owners are 
also deemed to be indivisible.  

Real Estate Registration System  

There is a real estate registration system in Japan under which ownership of real estate as well as certain other real estate-
related rights, such as the right to use real estate or security rights over real estate is registered. An owner of unregistered real estate or 
a holder of other unregistered rights cannot assert its title or rights against a third party, with certain exceptions such as the perfection 
of the land leasehold interest described above.  

The real estate register, however, does not necessarily reflect the true holder of the title or right. In practice, parties who 
plan to enter into a real estate transaction usually rely upon the register, as it is generally the best indication of the true owner of the 
real estate-related title or right. However, a party has no recourse to anyone but the seller if, relying on the register, it purchases real 
estate or a related right from a seller and the information contained in the register turns out to be incorrect. The purchaser may seek 
reimbursement from the seller pursuant to statutory or contract-based warranties, but in general cannot acquire the ownership of or 
title to the real estate.  

Liabilities of the Owner of Real Estate  

Under Japanese law, if any damage has been caused to another person by reason of any defect in the construction or 
maintenance of a structure on land, the person in possession of the structure is liable to compensate the injured person for damages the 
injured person suffers; provided, however, that if the person in possession has exercised due care in order to prevent the occurrence of 
such damage, the owner of the structure is liable for such damage.  

It is customary to obtain third-party liability insurance over real estate. However, in certain circumstances, insurance may 
not be available, or even if obtained, the insurance may not cover a liability in relation to the property.  

A purchaser of real estate may in some instances seek reimbursement from the seller pursuant to statutory or contract-based 
warranties for liability to a third party that was caused by a defect in the property existing at the time of the sale. However, these 
warranties are sometimes limited or excluded or may prove insufficient if the seller lacks funds to compensate the purchaser for its 
loss.  

Warranty Obligations  

Unless contractually excluded, a seller of real estate owes statutory warranty obligations to a purchaser for any latent defect 
in the real estate. Statutory warranties are generally effective for one year from the date on which the purchaser becomes aware of the 
existence of the latent defect and can be enforced during this period by a cancellation of the underlying sale or by requesting damages 
from the seller. These statutory warranty obligations may be contractually excluded or substantially reduced in the sale and purchase 
agreement under which the real estate is purchased.  

Soil Contamination Control Act of Japan  

Under the Soil Contamination Control Act of Japan, a current owner of land may be held strictly liable for the removal or 
remediation of hazardous or toxic substances on or under such land, whether or not the current owner knew of, or was responsible for, 
the presence of such hazardous or toxic substances. Moreover, if the contamination of the real estate property were to cause damage to 
a third party, the owner of such contaminated property may be obligated to compensate such third party for such damages under the 
Civil Code of Japan. In addition, the presence of hazardous or toxic substances, or the failure to properly remediate such substances, 
may adversely affect the owner’s ability to dispose of the real estate or borrow using the real estate as collateral.  

City Planning Act and Building Standards Act  

All construction in Japan is regulated by the City Planning Act and the Building Standards Act. The main objective of the 
City Planning Act is to ensure balanced land development and promote public welfare, and the main objective of the Building 
Standards Act is to establish minimum standards concerning the site, structure, equipment and building use. Under the City Planning 
Act, developers must obtain permission from the prefectural governor (or the mayor, if the construction is planned in a city designated 
by the government) prior to beginning any development action (as defined in the City Planning Act) on land that has been designated 
as a city planning area or a quasi-city planning area by the prefecture (or city) in which such land is situated. The permitted use of 
buildings that are constructed in each use zone is designated pursuant to the Building Standards Act.  
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JAPANESE FOREIGN EXCHANGE REGULATIONS 

Overview  

The Foreign Exchange and Foreign Trade Act of Japan, as amended, and the cabinet orders and ministerial ordinances 
thereunder, or the Foreign Exchange Regulations, govern certain matters relating to the acquisition and holding of units by non-
residents of Japan.  

The Foreign Exchange Regulations define “non-residents of Japan” as:  

• individuals who are not resident in Japan; or  

• corporations whose principal offices are located outside Japan. Generally, branches and other offices of non-

resident corporations located within Japan are regarded as residents of Japan, and branches and other offices of 
Japanese corporations located outside Japan are regarded as non-residents of Japan.  

Acquisition of Units  

In general, the acquisition of units of a J-REIT by a non-resident of Japan from a resident of Japan may be made without 
any restriction. However, a resident of Japan who transfers units to a non-resident of Japan must file a report to the Minister of 
Finance following the transfer of units to the non-resident of Japan, unless:  

• the consideration for the transfer is ¥100 million or less; or  

• the transfer is made through a bank or financial instruments firm licensed or registered as such under relevant 

Japanese laws.  

Distributions and Proceeds of Sale  

Under the Foreign Exchange Regulations, distributions paid on, and the proceeds of sales in Japan of, units of a J-REIT 
held by non-residents of Japan may in general be converted into any foreign currency and repatriated abroad subject to certain 
exceptions. The acquisition of units by non-resident holders by way of a unit split is not subject to any notification or reporting 
requirements.  
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