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Q1. The REIT delivered a 7.7% year-on-year increase in distributable income, mainly due to
contributions from accretive acquisitions, investment and proactive asset management.
Distribution per unit (DPU) increased by 3.7% amidst high inflation, aggressive interest rate
hikes as well as increased geopolitical tensions.

As disclosed in the portfolio review, “over half’ of the group’s contracts have built-in income
and rental escalations pegged to annual Consumer Price Index (CPI) or similar indexation,
fixed rate increases, or a mixture of both.

The remaining contracts without escalations have a relatively short weighted average lease
expiry by rental income of 2.2 years as at end December 2022. This will allow the REIT to
negotiate higher rates during renewals.

Separately, the manager also assured unitholders of the REIT’s income resilience as more
than 90% of electricity costs were passed through to colocation clients while the trust has
no exposure to its master lease clients who contract electricity directly with the power
suppliers.

(1) Can the manager provide a more detailed breakdown of the percentage of
the trust’s income with (a) CPI or similar indexation, (b) fixed rate increases,
and (c) a combination of both?

(i) What factors determine if a contract has CPI-linked escalation or not? Will
this be a standard provision in all contracts going forward?

(iii) Whatis the average and the range of fixed rate increases?

(iv) At the asset level, could the manager offer unitholders greater insight into
the challenges facing the Basis Bay Data Centre in terms of achieving full
occupancy? As of December 31, 2022, the occupancy rate was 40.2%.

(v) Separately, can the management provide deeper insights on the impact of

layoffs by technology companies and the recent growth of artificial
intelligence applications on the REIT?
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Q2. The trust has also invested in bonds and preference shares of M1 Network Private
Limited (“NetCo”) which owns the mobile, fixed and fibre assets of M1.

The bond subscription amount of $88.7 million provides the trust with $11.0 million per
annum, payable semi-annually in arrears each year (comprising both principal and interest)

for the term of the bonds, which shall be 15 years from the date of issuance of the bonds.

As shown in Note 8 (page 132 & 133 - Investment in a joint venture), the carrying value of
the joint venture is $26.5 million.

(i) What are the reasons for the joint venture being revalued up to $26.5
million?

(i)  With the rise in interest rates, are the NetCo bonds less attractive now? Are
the bonds revalued on an annual basis?

(iii) Can the manager clarify if this is a passive investment with no management
commitment and that there are no synergies with the trust’s core business?

(iv) Canthe audit and risk committee (ARC) highlight the major risks associated
with investing in NetCo, and explain how the REIT is managing these risks?
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Q3. In the portfolio review, the REIT has disclosed the top 10 clients and the revenue
breakdown by clients’ trade sector.

Top 10 Clients'? by Rental Income (%) Rental Income Breakdown by
for December 2022 Clients’ Trade Sector (%)
for December 2022
Internet Enterprise 359
IT Services 80 |
Telecommunications 78
Telecommunications 58
Internet Enterprise 49
IT Services 4.3
IT Services 3.5
IT Services 30 Internet Enterprise 440
Telecommunications 20 IT Services 285
J— * .
Interet Enterprise 20 Telecommunications 213
Financial Services 47
1 The names of the clients cannot be identified and matched to the information set out above as many of the ® Corporate 15
leases and colocation arrangements contain confidentiality provisions. Furthermore, there are commercial
sensitivities involved due to the mission-critical nature of data centre operations and some clients prefer to keep Total 100.0

their presence in a data centre facility confidential to minimise the risk of physical threats and/or intrusions into
the data centre.

? Clients refer to those contracted under service level agreements with Keppel DC REIT and/or its subsidiaries
with the exceptions of KDC SGP 1, KDC SGP 2, KDC SGP 3, KDC SGP 4 and KDC SGP 5 where clients refer to
those who contracted with Keppel DC Singapore 1 Ltd., Keppel DC Singapore 2 Pte. Ltd. and Keppel DCS3
Services Pte. Ltd. respectively. Clients which are in multiple data centres are only accounted for once

(Source: annual report)

It was disclosed that the group has a high-quality global client base that is diversified, with
the “majority of rental income” derived from clients with investment grade or equivalent
credit profiles (page 41).

(1) Can the manager offer greater clarity on the credit assessment process used
for clients and prospective clients? How robust is the credit assessment?

(i) How many major clients hold credit ratings with investment-grade status?
What percentage of revenue is derived from customers with investment
grade ratings?

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

Can’t attend the AGM or view the webcast? 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
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