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Q1. In the chairman’s statement, it was noted that the overall US office market is showing
encouraging signs of recovery, driven by a broad-based return-to-office trend and organic
demand growth.

Despite this, for the financial year ended 31 December 2024:

e net property income declined by 9.1% to US$78.3 million

e income available for distribution fell 8.8% to US$47.6 million

e committed occupancy stood at 90.0% (vs 90.3% in 2023)

e rental reversion remained negative at -0.5% (vs -1.8% in 2023)

In addition, 13.7% of lease by cash rental income/14.5% by net lettable area will be expiring
in 2025.

The REIT has emphasised expansion into key growth markets, including Super Sun Belt, 18-
Hour Cities and Supernovas.

(i) How does the manager assess the demand pipeline in key submarkets over
the next 12-24 months, considering current leasing trends and tenant
inquiries?

(ii) Is the REIT’s strategic focus on key growth markets translated into
measurable value creation? How does management measure and evaluate
the success of this strategy and to what extent are the attractiveness and
growth prospects of the key target markets susceptible to changes in
national policies?

Separately, some of the key financial statistics are shown on page 63 and reproduced below:

KEY STATISTICS

As at 31 December 2024 As at 31 December 2023
Aggregate leverage' 43.7% 43.2%
Weighted average all-in interest rate? 4.45% p.a. 4.12% p.a.
Interest Coverage Ratio (ICRF 2.6 times 3.1times
Weighted average term to maturity 2.4 years 2.7 years

(Source: annual report)

(iii) Has the decision to suspend distributions achieved its intended benefits, or
have valuation declines offset the expected improvements? Given the high
and rising leverage, does the manager foresee the need for a capital
injection to stabilise the balance sheet?
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Q2. The portfolio valuation remained stable at US$1.33 billion, but this was largely due to
continued capital investments into assets.

PORTFOLIO VALUATION

US$ million
Property valuation as at 31 December 2023 1,326.3
Capital expenditure for 2024 46.8
Book value before revaluation 1,373.1
Property valuation as at 31 December 2024 1,326.4
Fair value loss 46.7

(Source: annual report; emphasis added)

Fair value loss of US$46.7 million were recorded, primarily from The Plaza Buildings,
Westmoor Center, [ron Point, Bellaire Park and Bellevue Technology Center.

In the presentation slides on its Recapitalisation plan and 2ZH2023 results?, the REIT showed
that it has consistently incurred higher capital expenditure (Capex) compared to the two
other US Office S-REITs.

Capital expenditure (US$ million) % Capex per AUM
FY2020 26.3 2.1
FY2021 27.5 1.9
FY2022 43.6 3.1
FY2023 45.2 3.4
FY2024 46.8 3.5

(Source: annual reports, presentation slides)

(i) Is this high capex spending defensive in nature due to aging buildings,
outdated infrastructure, inefficient layouts, or sustainability upgrades?
How much of these costs are being allocated towards differentiated, value-
enhancing upgrades?

(i) Whatis the average age of the portfolio? Which assets have been identified
for major renovations or upgrades?

1

https://links.sgx.com/FileOpen/KORE_Recapitalisation%20Plan_2H2023_Presentation%Z20Slides.ashx?App=
Announcement&File]ID=786772
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With capex reaching as high as 3.5% of AUM, does this imply that a
significant portion of the net yield from the assets is being reinvested,
potentially limiting cash distributions to unitholders? Is it expected that this
elevated level of Capex will persist in the foreseeable future, and if so, what
implications might this have for unitholder returns?
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Q3. A year ago, the manager determined that a suspension of distributions to unitholders
beginning 2H2023 was the best option, after a careful evaluation of the REIT’s financial
position. Distributions are expected to remain suspended through FY2025.

However, the manager has also indicated that distributions could recommence earlier than
planned, depending on market conditions and financial performance.

(i) Can the manager provide unitholders with its outlook on the possibility of
recommencing distributions earlier than planned?

(i) Has the manager explored potential asset disposals to strengthen the
balance sheet?

At the extraordinary general meeting (EGM) scheduled to be held on 17 April 2025
(following the conclusion of the annual general meeting), the manager is proposing an
amendment to the trust deed to grant full discretion over distributions levels.

The circular for the EGM can be found here:

https://links.sgx.com/FileOpen/KORE%?20-
%20EGM%20Circular%20dated%2026%20March%?202025.ashx?App=Announcement&Fi
1eID=837420

(iii) How does granting the manager full discretion over distributions align with
unitholder interests? Why is this necessary? Does this indicate to
unitholders that the REIT lacks visibility on its ability to generate cash flow
to support meaningful distributions to unitholders?

Previously, the REIT used debt financing for capital expenditure.

(iv) Given that this approach is now deemed unsustainable, does this raise
concerns about the long-term viability of the REIT? Are the independent
directors exploring strategic alternatives to protect unitholders' interests,
including potential restructuring or orderly liquidation?

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

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.
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