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Notice Concerning Revisions of Operating Forecasts and Cash Distribution  

Forecasts for the Fiscal Period Ending July 31, 2018 

 

 Kenedix Residential Next Investment Corporation (the “Investment Corporation”) has revised its operating 

forecasts and cash distribution forecasts for the fiscal period ending July 31, 2018 (February 1, 2018 to July 31, 

2018) (the “Previous forecast”) announced on March 14, 2018. Details are as follows. 

No changes have been made as of today concerning the operating forecasts and cash distribution forecasts for the 

fiscal period ending January 31, 2019 (August 1, 2018 to January 31, 2019). 

 

 

1. Revised Forecasts for the 13th Fiscal Period Ending July 31, 2018 

 
Operating  

revenues 

 

Operating  

income  

 

Ordinary  

income  

 

Net income 

 

Net income 

per unit 

Distribution per 

unit   

(excluding 

distribution  
in excess of 

earnings)  

(yen) 

Distribution in  

excess of  
earnings per unit 

Previous 

Forecast (A) 

(million yen) 

6,593 

(million yen) 

2,940 

(million yen) 

2,393 

(million yen) 

4,802 

(yen) 

6,238 

(yen) 

3,570 

(yen) 

0 

Revised 

Forecast (B) 
7,099 3,450 2,903 5,477 7,114 4,026 0 

Net Changes 

(B-A) 
506 509 509 674 876 456 0 

Change (%) 7.7% 17.3% 21.3% 14.0% 14.0% 12.8％ － 

(Reference) 13th fiscal period ending July 31, 2018: Expected total number of investment units issued and outstanding at the 

end of the fiscal period: 782,928 units. 

          Estimated weighted average number of units : 769,818 units 

（Note1）The above forecasts are calculated based on the assumptions stated in the attached “Assumptions for the Operating 

Forecasts and Distribution Forecasts for the Fiscal Period Ending July 31 2018 (the 13th Fiscal Period: from February 1, 

2018 to July 31, 2018).” Accordingly, if going forward there are additional acquisitions or sales of properties, changes 

in rent income associated with lessee changes, unexpected repairs and other changes in the earnings environment, 

changes in interest rates or other factors, it is possible that actual circumstances may differ from the assumptions and, 

as a result, actual operating revenues, operating income, ordinary income, net income, net income per unit, distribution 

per unit, as well as distribution in excess of earnings per unit may change significantly. Therefore, these forecasts are 

not guaranteed. 

（Note2）In the above forecasts, Concerning the absorption-type merger of Japan Senior Living Investment Corporation (“JSL”) 

which took effect on March 1, 2018 (the “Merger”), whereby the Investment Corporation is the surviving corporation 

and JSL the dissolving corporation, the negative goodwill gain to be recorded from the Merger is estimated at ¥2,574 
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million,  and such negative goodwill is expected to be booked in full as an extraordinary gain for the fiscal period 

ending July 31, 2018 (the 13th Fiscal Period). The amount of negative goodwill is subject to change. For details, see the 

“Extraordinary gain (negative goodwill gain)” section in the attachment “Assumptions for the Operating and 

Distibution Forecasts for the fiscal period ending July 31, 2018 (the 13th Fiscal Period: from February 1, 2018 to July 

31, 2018). 

（Note3）Distribution per unit is not the same amount as estimated net income per unit under the revised forecasts for the 13th 

Fiscal Period ending July 31, 2018 because total distribution is calculated based on the assumption of excluding 

negative goodwill etc. from net income.  

（Note4）The above forecasts may be revised in the event that discrepancies in excess of a certain amount from the forecasts are 

expected. 

（Note5）Amounts less than a unit are discarded and the changes are rounded off to the first decimal place.  

 

2. Reason for Revisions of Operating Forecasts and Cash Distribution Forecasts 

As announced in the “Notice Concerning Acquisition of Property (Excellent Kitano) and Sale of Property 

(KDX Shimmachi Residence)” dated June 14, 2018, Kenedix Real Estate Fund Management, Inc., the asset 

management company for the Investment Corporation (“the Asset Management Company”), decided the 

acquisition of “Excellent Kitano” (“the Acquisition”) and the sale of “KDX Shimmachi Residence” (“the 

Sale”) (collectively referred to, together with the Acquisition, as “the Transaction”).  

While the Investment Corporation expects to realize a gain of ¥435 million on the sale, ¥300 million yen 

will be used as distribution to unitholders for the 13th Fiscal Period ending July 31, 2018, retaining the 

remaining portion as reserve in order to sustain or improve the level of distribution in the future. As a result, 

the revision of operating and cash distribution forecasts is made due to a difference of over 5% in distribution 

per unit (excluding distributions in excess of earnings) for the fiscal period ending July 2018. 

The portfolio management of residential rental properties has been showing a good performance against the 

backdrop of robust market environment surrounding rental housing business. Since there is a prospect that the 

residential rental properties held by the Investment Corporation at this point will generate profits that will 

exceed the previous forecast significantly, the Investment Corporation determined to revise its operating 

forecasts and cash distribution forecasts for the fiscal period ending July 31, 2018 (February 1, 2018 to July 

31, 2018), considering the impact of the Transaction at the same time.   

 

The followings are the details of the revision from the previous forecasts and the underlying factors.  

・Operating revenues are expected to increase to ¥ 506 million contributed by the capital gain of ¥435 million 

on the Sale and the increase in rental business revenue of ¥ 72 million associated with the properties held 

by the Investment Corporation. 

・Operating expenses are expected to decrease by ¥ 3 million yen due to the decrease of expenses related to 

rent business by ¥ 10 million contributed by the reduction of advertising expenses etc., the increase of asset 

management fee by ¥ 26 million, the decrease of other operating expenses by ¥ 18 million contributed by 

the decrease of the consumption tax charged to expense, and the decrease of merger-related expenses by 

¥ 3 million. As a result, operating income and ordinary income are expected to increase by ¥509 million 

respectively.  

・Concerning the absorption-type merger with JSL which took effect on March 1, 2018, the negative 

goodwill the result in JSL’s last fiscal period accrued upon the merger, the amount of negative goodwill 

gain is expected to increase by ¥164 million based on the final value of JSL’s assets and liabilities which 

the Investment Corporation will succeed. As a result, net income is expected to increase by ¥ 674 million. 

・From the net income of ¥5,477 million, a total of ¥3,152 million as cash distribution will be paid out and the 

following items will be deducted: (1) negative goodwill gain, and ¥2,456millions from (2) capital gain on 

property sale and (3) gain on market-value-based valuation of interest rate swap succeeded by JSL . 
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Furthermore, ¥395 million of merger-related expenses and a portion of the capital gain on the Sale equal to 

¥300 million will be added on, totaling an expected distribution per unit of ¥4,026: an increase of ¥456 from 

the forecasted amount. 

 

In this regard, the amount of cash distribution is expected to exceed the amount of taxable income in the 

13th Fiscal Period ending July 31, 2018, because a portion of non-taxable negative goodwill gain is included 

in cash distribution. As a result, the Investment Corporation will be able to set aside a portion of capital gain 

on Sale without obligation to pay corporate taxes. The Investment Corporation plans to reverse such reserve 

for distribution payout starting from the next fiscal period in order to level out the realization of gain on 

property disposal. The Investment Corporation believes that the distribution will be increased and stabilized 

by setting aside a portion of capital gain on the aforesaid property disposal as reserve from the next fiscal 

period onwards. 

 

* Website URL of the Investment Corporation: https://www.kdr-reit.com/en/ 

 

[Provisional Translation Only] 

English translation of the original Japanese document is provided solely for information purposes.  

Should there be any discrepancies between this translation and the Japanese original, the latter shall prevail. 
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[Attachment] 

 

Assumptions for the Operating and Distribution Forecasts for the Fiscal Period Ending July 31, 2018. 

(the 13th Fiscal Period: from February 1, 2018 to July 31, 2018) 

Item Assumptions 

Calculation period ・Fiscal Period Ending July 31, 2018 (February 1, 2018 to July 31, 2018) (181 days) 

Property portfolio 

・It is assumed that out of the 129 properties owned directly or indirectly through trust 
beneficial interests as of today, the Investment Corporation will acquire “Excellent 
Kitano” and sell “KDX Shimmachi Residence.” 

・However, the actual property portfolio may change due to new property acquisition or 
portfolio property disposition, etc. 

Operating revenues 

・Rental and other operating revenues are calculated taking into consideration any 
agreement execution or termination confirmed as of today as well as such factors as 
recent market changes and property competitiveness.  

・The average occupancy ratio for residential property (excludes land with leasehold 
interest) and healthcare facilities during the period is expected to be approximately 
96.9% and 100.0% respectively for the fiscal period ending July 31, 2018. 

・Operating revenues are based on the assumption that there will be no lessees who 
rent in arrears or non-payments from tenants. 
・Dividends income from silent partnerships’ equity interests is calculated ¥26 million 

for the fiscal period ending July 31, 2018, assuming that real estates that back the 
cash flow will maintain a stable occupancy. 

・It assumed that gains on sales 435 million due to the sale of KDX Shimmachi 
Residence for the fiscal period ending July 31, 2018. 

Operating 
expenses 

・Property-related expenses other than depreciation are calculated based on past record 
by reflecting seasonal factors and other expense variables. 

・Depreciation is calculated based on the straight-line method, and is assumed to be  
¥1,144million in the fiscal period ending July 31, 2018. 
・¥416 million in the fiscal period ending July 31, 2018. In general, in the 

purchase/sale of real estate, etc., property tax and city planning tax, etc. are allocated 
to the current owner and purchaser on a pro rata basis at the time of acquisition 
settlement, however, an amount equivalent to the portion allocated to the purchaser 
is included in the cost of  
acquisition and, thus, not charged to expenses.  

・Repair expenses are estimated based on the amounts budgeted by the asset 
management company for each property considered essential. Actual repair expenses 
may, however, differ significantly from the forecast amounts due to unforeseen 
circumstances possibly causing repair expenses to arise. 

・As temporary expenses related to the Merger, the merger fee of ¥292 million as a part 
of the management fees to asset management company and the merger-related 
expenses of ¥103 million are expected to be accrued in the fiscal period ending July 
2018.  

Non-operating  
expenses 

・Interest expense, etc. (including borrowing related expenses, etc.) are expected to be 
¥555 million in the fiscal period ending July 31, 2018. 

Ordinary income 
(Negative 
Goodwill) 

・The negative goodwill gain to be recorded from the Merger is estimated at ¥2,574 
million, and in accordance with the Accounting Standard for Business Combinations 
(Corporate Accounting Standard No. 21, last amended on September 13, 2013), the 
amount will be recorded in full as extraordinary gain for the fiscal period ending July 
31, 2018.This amount is an estimate that reflects the currently applicable 
market-value-based adjustments to the balance sheet for the fiscal period ended 
February 2018 of JSL, the corporation being acquired under the Accounting Standard 
for Business Combinations, based on the assumption of ¥35,911 million in total 
assets acquired of JSL; ¥20,149 million in assumed liabilities; and ¥13,187 million in 
Merger acquisition costs (estimated using the closing price of ¥155,600 on February 
28, 2018 for an investment unit of the Investment Corporation which is an acquiring 
entity; this will be the acquisition price). The amount of negative goodwill gain as of 
the effective date of the Merger has not been definitively determined and may 
change from the above amount. 

Borrowings 

・The balance of interest-bearing debt as of today is ¥106,130 million (including the 
balance of interest-bearing debt succeeded from JSL on the merger of ¥ 15,000 
million.), and items are borrowings of ¥103,130 million and investment corporation 
bonds of ¥3,000 million. The balance of interest-bearing debt is assumed to be 
¥106,130 million at the end of the fiscal period ending July 31, 2018. 

Investment units 
・It is assumed that 782,928 units issued and outstanding as of today. 
・There will be no issuance of new investment units through to the end of the fiscal 

period ending July 31, 2018. 
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Distribution per 
unit 

・Distribution per unit is calculated in accordance with the policy regarding cash 
distribution provided in the Articles of Incorporation of the Investment Corporation, 
with the assumption that substantially all income (excluding negative goodwill gain, 
and gain on sale and compensation of succession of interest rate swap by JSL) will 
be distributed. 

・It is assumed that the Investment Corporation will pay out the total of ¥ 3,152 million 
as cash distribution for the fiscal period ending July 31, 2018, after applying to net 
income ¥395 million being the merger fee and merger-related expenses and ¥300 
million being a portion of the capital gain on the Sale out of the negative goodwill 
gain, and after deducting the following items from net income of ¥2,456 million: (1) 
negative goodwill gain, (2) capital gain on property disposal associated with the 
Sale, and (3) gain on market-value-based valuation of interest rate swap. 

・Distribution per unit may change significantly from changes in properties; change in 
rent income in connection with lessee changes and other factors; unforeseen repairs 
and maintenance and other changes in the management environment; changes in 
interest rates; the number of new investment units to be issued and their price as 
actually decided; further issue of new investment units going forward and various 
other factors. 

・With respect to the negative goodwill set forth in the assumptions for extraordinary 
gain, except for the portion that will be applied to distribution for the fiscal period 
ending July 31, 2018 for the purpose of avoiding the impact that the merger 
compensation and merger-related expenses will have on distribution per unit, the 
majority of such unapplied portion (the amount necessary for satisfying pass-through 
requirements) will be set aside as reserves for adjusting for one-time differences as 
stipulated in the rules concerning investment corporation calculations; and provided 
that there is a balance in the reserves, an amount constituting at least 1% of the 
initial amount in equal installments over 50 years (100 terms) will be reversed every 
term and applied to distribution. 

Distribution in  
Excess of earnings  
per unit 

・Cash distribution in excess of earnings is not currently anticipated. 

Other 

・It is assumed there will be no revision to the laws and regulations, the tax system,  
accounting standards, listing regulations, regulations of The Investment Trusts  
Association, Japan, etc. that will impact the forecast figures above. 

・It is assumed there will be no unexpected significant changes in general economic  
trends and real estate market conditions, etc. 

 

 

 

 

 


