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You have stated that you will grow EPU by an average of 2% or more per year and
achieve an average annual growth rate of 2.5% in NOI after depreciation. I would like to
ask about the extent of rent growth that would be necessary to achieve these targets.

For example, will it be possible to achieve this if the performance for the fiscal period
ended May 2025 continues, or does it include something like an aspirational target?

Growth of 2% or more in EPU is expected to be achieved through a combination of rent growth
for office and retail properties, and the effects of asset replacement. The figure of 2% is basically
calculated by accumulating the internal growth potential of each property, and we believe that
there is a certain likelihood that this target will be achieved.

We estimate that 70% of the 2.5% growth in NOI after depreciation will come from office
properties and 30% from retail properties. In terms of growth drivers, we anticipate rent growth
in the Greater Shibuya Area and rent growth in Shiodome and Shinagawa Higashi to catch up to
pre-COVID-19 levels. In terms of retail properties, the plan is to focus on rent growth in the

priority areas listed on page 19 of the financial results presentation materials.

While we expect that you will actively replace properties going forward, we are concerned
that the pipeline includes logistics facilities in which you have not invested in the past. Is
this a special case or do you expect logistics facilities to grow?

The properties to be acquired through asset replacement will be hotels in areas that receive the
benefits of inbound demand and office and retail facilities in areas where the sponsor group’s
operational capabilities can be leveraged. Therefore, we are not considering purchasing logistics
facilities in this asset replacement plan. However, we will consider incorporating them into the

future pipeline secured through equity investment at the appropriate time.

You mentioned that you are planning asset replacement of around 10% of your portfolio.
Could you give us an idea of the breakdown of the assets that will be replaced?

We will refrain from specifying individual properties, but we are considering about five
properties as candidates for disposition. The property asset types include both office and retail
properties. Our approach to selecting properties for disposition is to pick properties whose current
yields are below the portfolio average and whose internal growth potential is limited or whose
cost increase risks are high. By replacing such properties, we intend to promote the creation of a

portfolio with high EPU growth potential.
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When increasing assets through property replacement, is there no plan to utilize
appraisal LTV?

Regarding the question of whether we will utilize leverage for asset acquisition, the current
book value LTV ratio is 47.3%, which is a historically high level. Even when utilizing leverage,
we intend to keep it within the range of 48%.

Therefore, we do not plan to utilize leverage for asset acquisition for the time being.

I would like to ask about the intention behind the parenthetical statement that the 2.5%
annual growth in NOI after depreciation includes increases due to asset replacement.

The figure of 2.5% growth in NOI after depreciation is a combination of internal growth and
asset replacement. The breakdown is assumed to be approximately 2% from internal growth of
existing properties, and the remaining 0.5% from asset replacement effects. These are preliminary
estimates, and we believe that a slight increase in the percentage of internal growth is quite

possible depending on future circumstances.

You explained that properties without growth potential were candidates for disposition,
but I would like to ask about the intention behind the note stating that properties with high
stability would be considered for acquisition depending on the yield. What specifically is
this note envisaged to refer to? I believe the hotel properties in the future pipeline have fixed
rent, but is that what it refers to?

The approach to asset replacement is to acquire properties with high growth potential and
dispose of those with low growth potential. Meanwhile, for the portfolio balance, we are
conscious of maintaining a balance between growth, stability, and profitability, and when
considering the acquisition of properties with promising future growth but tight current yields,
we believe that combining such properties with those that offer stability and profitability is one
option for ensuring yield levels.

This note was made based on the assumption of acquiring regional office properties and
suburban retail properties that offer stability and profitability, and assets that we classify as

Activia Account Properties.

While you have said that Omokado and DECKS are performing well in terms of inbound
tourism, it has also been reported that duty-free sales at department stores are declining
amid the current situation. Is there a possibility that such effects will emerge in the future?

Also, I would like to ask whether places such as streaming studios and showrooms are
generating sufficient rental income. Merchandise sales seem to be compatible with
commission-based compensation and easy to visualize, but can things like Omokado

advertisements and events also be monetized?
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At present, our retail properties are undergoing diversification in the types of businesses
seeking to open stores, and we are increasing occupancy rates by capturing this demand. As you
mentioned, we feel that inbound demand is shifting from the consumption of goods such as luxury
brands to the consumption of experiences, such as Japanese food, along with Japanese culture
such as anime, and manga. Therefore, in terms of business type, rather than luxury goods, we
believe that character-related tenants and amusement facilities are performing well overall.

For example, a new capsule toy tenant that opened in Omokado has been able to capture
inbound demand, and is performing well with rent increasing due to tenant replacement. When
you actually visit the area, there are many foreign nationals, and we feel that it is doing well to
capture demand for capsule toys as souvenirs.

Our retail facilities have continued to see year-on-year growth in duty-free sales by capturing
a wide range of needs to open stores, and we do not believe that the decline in duty-free sales at

department stores, as mentioned in your question, is particularly relevant to our retail facilities.

The impact of increased interest payments is stated to be based on an assumption of a
long-term interest rate of 1.5%, but this has already been exceeded at the present time. Are
you assuming that there will be no further interest rate hikes, and if long-term interest
rates were to rise to 2%, what kind of downward impact would there be and could this be
absorbed by increasing the proportion of variable-rate loans?

The reason for assuming a long-term interest rate of 1.5% is that we assume the application
of the most recent refinancing conditions that were at that level. The assumed interest rate level
is currently 0.7%, but we are assuming that it will rise to close to 1%. If interest rates rise further
from this point, we believe it will be necessary to consider utilizing variable-rate loans in addition
to further improving NOI after depreciation in order to conduct management to absorb the

increase in interest rates.

Regarding the policy of asset replacement of approximately 10% of the portfolio, is this
simply a more specific implementation of the existing policy of replacement, or does it mean
accelerating the pace of replacement beyond what had been previously anticipated?

We also have emphasized the importance of promoting asset replacement in the past, but what
has changed from the past is that we have presented a schedule for planned asset replacement of
approximately 10% of the portfolio within a certain period of time. The overall policy will not

change significantly from that which we have adopted until now.

Tokyu Land Corporation has announced that it will begin leasing cooperation for offices
in the Greater Shibuya Area owned by APIL. Does this mean it has not been actively
cooperating until now, and how will this change things?

Until now, Tokyu Community has mainly handled leasing within the Group, but with Tokyu
Land Corporation now providing additional leasing support, we believe that we will be able to

more actively increase opportunities for rent growth.
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Specifically, we believe that the addition of Tokyu Land Corporation’s leasing network will
increase the number of tenants we can approach, leading to more inquiries, which will in turn
stimulate competition and increase opportunities for rent growth. In fact, there are cases where
applications have been received at rates higher than the market rent through leasing by Tokyu
Land Corporation in offices in the Greater Shibuya Area, and we believe that we will be able to

present concrete results in the next financial results announcement.

Of the 2.5% annual growth in NOI after depreciation, 2% is expected to come from
internal growth of existing properties, and given that the portfolio is centered on the greater
Shibuya area, I believe this target is achievable. However, I would like to ask whether the
bar for this figure has been set low, or whether the bar has been set high due to the wide
range of tenants.

Also, you have stated that Tokyu Land Corporation has started to cooperate in office
leasing, but has it not been involved much until now?

Regarding the level the bar has been set for achieving 2.5% growth in NOI after depreciation,
it is not a matter of simply adding up figures that have already been decided, and many items are
still subject to negotiations with tenants, so it cannot be said that the bar has been set low.
However, considering the current situation in the office and retail properties in the area, as well
as tenants’ tolerance for rent increases, we believe that this is a target we can aim for.

In addition, Tokyu Community has been acting as PM for leasing with the support of the
sponsor group, but the current group policy is to work together as a group to increase the value
of the Greater Shibuya Area, and with the addition of Tokyu Land Corporation’s cooperation to
the existing efforts of Tokyu Community, we believe that we will be able to pursue opportunities

for rent growth more actively than before.

The rent gap in Shiodome and Shinagawa Higashi is skewed toward the 30th fiscal
period and onwards, but these areas have been perceived as having low demand in the past.
Is there growing demand in such areas, or do you believe that the rent gap can be filled?

We have posted examples of rent growth in Shinagawa Higashi. Regarding Shiodome and
Shinagawa Higashi, although the rent gap itself is slightly skewed toward the future, we believe
that the emergence of cases where upward rent revisions are beginning to be negotiated with
existing tenants indicates rising demand. Although this case involved a relatively large area, we
believe that the owner was able to negotiate favorably due to the limited number of vacant
properties in the area.

Both the Shiodome and Shinagawa Higashi areas have recently seen a solid recovery in

demand, and we feel that there is an opportunity for rents to recover in the future.

<End >



Disclaimer

This document is provided solely for informational purposes and should not be construed as an offer,
solicitation or recommendation to buy or sell any specific product including investment units. Any decisions
making on investment absolutely rest on your own judgment and on your own responsibility. This document
is not a disclosure document or statement of financial performance required by the Financial Instruments
and Exchange Act, the Act Concerning Investment Trusts and Investment Corporations of Japan, the rules
governing companies listed on the Tokyo Stock Exchange or any other applicable rules.

This document includes data described by TLC REIT Management Inc. (hereinafter the “Asset Manager”)
and refers to data, index and other information provided by third parties in addition to information about
Activia Properties Inc. (hereinafter the “Investment Corporation”). Also analyses, judgments and other
points of view of the Asset Manager under the present situation are included.

The information contained in this document is not audited and there is no guarantee regarding the accuracy
and certainty of the information. Analyses, judgments and other non-factual views of the Asset Manager
merely represent views of the Asset Manager as of the preparation date. Different views may exist and the
Asset Manager may change its views in the future.

The figures included in this document may be different from the corresponding figures in other disclosure
materials due to differences in rounding. Although the information contained in this document is the best
available at the time of its publication, no assurances can be given regarding the accuracy, certainty, validity
or fairness of this information. The content of this document can be modified or withdrawn without prior
notice.

The Investment Corporation and the Asset Manager do not guarantee the accuracy of the data, indexes and
other information provided by third parties.

The Investment Corporation’s actual performance may be materially different from results anticipated by

forward-looking statements contained in this document.



	Disclaimer

