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Q1. The REIT was first listed on 9 December 2004 and recently marked its 20th anniversary
of listing on the SGX-ST. For the financial year ended 31 December 2024, distributable
income decreased by 12.5% to $180.9 million, while distribution per unit (DPU) declined by
13.2% to 6.192 cents. Just for reference, the DPU was 9.507 cents five years ago in 2019, and
9.400 cents in 2014.

The aggregate leverage remains elevated at 42.4%, with an interest coverage ratio of 1.9
times.

(i) Can the board provide an in-depth analysis of the total unitholder return
over the past 5, 10, and 20 years, including the impact of both income
distributions and capital appreciation? How do these returns align with the
REIT's strategic objectives and long-term growth prospects?

(ii) How does this performance compare to other similar REITs or relevant
benchmarks? Has the board reviewed and is it satisfied with the manager’s
ability to create long-term value for unitholders?

(iii) What key areas has the board identified for improvement or enhancement
to make the next 20 years even more fruitful and successful?

(iv)  Given that ESR s in the process of going private, and that the REIT itself was
subject of a mandatory conditional cash offer by Aelios Pte. Ltd., how have
these developments impacted the REIT, its management and the strategic
direction? Has any parties or has the board initiated a review of the REIT’s
strategic direction?
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noted in the letter to unitholders by the chairman, the Singapore office portfolio has

continued to deliver robust results, achieving 26 consecutive quarters of positive rent
reversion, with a strong reversion rate of 10.3% recorded for 2024.

However, the performance of the REIT’s overseas assets has been mixed at best.

(1)

(ii)

On top
its fore

(iii)

Australia: The portfolio's overall occupancy rate stands at 90.9%. However, 55
Currie Street in Adelaide has an occupancy rate of 61.4%, which is expected to
decrease further due to current market conditions. Several properties have
experienced valuation declines from the purchase price, such as 21 Harris Street in
Sydney ($257.4 million to $211.1 million), Southgate Complex ($299.8 million to
$284.3 million), Olderfleet, 477 Collins Street ($430.9 million to $360.3 million), and
55 Currie Street ($138.9 million to $97.5 million).

United Kingdom: While Nova Properties remain practically fully leased, the
committed occupancy at The Minster Building stands at 90.8%. The current valuation
of The Minster Building is $458.6 million, down 31% from the purchase price of
$666.0 million, while Nova Properties is 13% lower at $673.2 million (vs $772.6
million).

Valuation: The REIT’s portfolio suffered a slight decline even though Singapore
properties saw an uplift in their valuations because of lower property values in
Australia and the United Kingdom due to expansion of capitalisation rates.

Can the REIT manager provide further clarity on the attractiveness of the
Adelaide sub-market, particularly in light of the high vacancy rate of 14.2%
in the Adelaide CBD at the time of acquisition in 2019? Was the investment
thesis for 55 Currie Street overly optimistic about Adelaide's growth
prospects, and was it influenced by the availability of cheap financing, given
the property's initial yield of 8% and the vendor's 27-month rent
guarantee?

What specific initiatives can the REIT undertake to improve the occupancy
of 55 Currie Street? How will the REIT's limited presence in Adelaide and
the city's non first-tier status impact its ability to execute a successful
turnaround strategy, and what mitigation plans are in place?

of falling property valuations, the REIT has also recognised a $56.5 million deficit in
ign currency translation reserve.

Will the board conduct a critical evaluation of the REIT’s overseas expansion
strategy to assess whether it has generated long-term value for unitholders?
The REIT expanded beyond Singapore with the acquisition of its maiden Australia
assets (177 Pacific Highway) in 2013, followed by its the first UK property (Nova
properties in London) in 2020.
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Q3. On 10 February 20251, the REIT announced that its wholly-owned subsidiary, Suntec
REIT (Australia) Trust will not qualify as a withholding Managed Investment Trust (“MIT”)
for financial year ending 31 December 2025. This is due to two substantial unitholders
increasing their interests beyond 10% following a mandatory conditional cash offer.

As a result, an effective tax rate of 30% to 45% may arise, instead of a concessionary
withholding tax rate of 10% or 15%. On a pro forma basis, this would lead to a decrease in
the distribution per unit of about 0.137 cents, from 6.192 cents to 6.055 cents, representing
a 2.2% decline. In absolute terms, the impact is over $4 million.

This higher effective tax rate will apply in future years if any individual’s holding exceeds
10%. The REIT has clarified that the actions by the unitholders in question are beyond the
control of the REIT and the manager.

(i) Is the REIT manager actively exploring remedies to requalify as a MIT, and
what actions are being taken to address this issue?

(ii) Given the significant tax implications, has the REIT undertaken a thorough
assessment of the financial viability of its Australian investments under the
new tax structure?? Would unitholders be better served if the REIT
liquidates its Australian assets in an orderly manner?

(iii) Does the REIT foresee any private placements being undertaken in the
normal course of business in the near future?

It is also noted that Mr Lock Wai Han, an independent director, was not part of the
independent board committee formed to consider the mandatory conditional cash offer
made by Aelios Pte. Ltd. In addition, despite Mr Lock Wai Han being deemed independent,
the board does not meet the requirements of Provision 2.2 of the 2018 Code of corporate
governance which requires a majority of independent directors if the chairman is not
independent.

(iv) Given that Mr Lock Wai Han was excluded from the independent board
committee, will the nominating and remuneration committee reassess the
director’s independence and consider strengthening the board’s overall
independence to ensure full compliance with the 2018 Code of Corporate
Governance?

Shareholders are welcome to use and/or adapt the questions prepared by SIAS and to
forward them to the company.

L https://links.sgx.com/1.0.0 /corporate-
announcements/QADKWI6YXPYDT18G/a27511fbb11d12ea7fb6102d87e1f8f5db4b53b3e97b69295bf45dal
36d29d4c
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Check out the latest questions on the annual reports of listed companies on SIAS website

Join our mailing list here to receive latest news and upcoming events.

CONNECT WITH US

0000
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