


























K-REIT Asia implements green initiatives,
supporting environmental protection
while enhancing its assets.
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The Manager recognises that

every organisation has a corporate
responsibility and an obligation to
minimise adverse impact on the
environment and it has taken proactive
steps to implement a set of eco-friendly
initiatives and practices.

In conjunction with the World
Environment Day on 5 June 2008,
several green activities were
launched to encourage staff to adopt
environmentally-friendly practices.

Banners to promote awareness of
green issues amongst tenants and
visitors were exhibited at the lobbies
of all K-REIT Asia’s buildings. Some
of the green issues highlighted at the
exhibitions include climate change,
waste minimisation and recycling.

Staff also attended a lunch-time talk
organised at the National Library,
featuring an eco-stellar line of
Singapore’s environmental champions.
Dr Geh Min, President of the Nature
Society, shared on the topic ‘Saving
the Forests, Saving the Earth’ while
Professor Leo Tan from the Nanyang
Technological University shared on
‘Low Carbon Strategies: Ways to
Green-Up Your Life’. The third speaker,
Mr Stewart Tai, Facilities Management
Manager from Alexandra Hospital
elaborated on a case study on how
the hospital management improved
the well-being of their patients by
building a green haven within the
hospital’s premises.

Participants brought unwanted recycle-
able items and dropped them into the
recycling bins at the event and also
made pledges to take active steps
towards being more ecologically aware
in their daily lives. In return, pledgers
received recycle-able bags and mugs.

On 7 June 2008, staff and tenants
of K-REIT Asia’s properties attended
a complimentary screening of An
Inconvenient Truth, an acclaimed
documentary about global warming,

championed by former United States
Vice President, Al Gore.

K-REIT Asia’s representatives

attended the Environment Champions
Workshop on 5 September 2008.

The workshop, a first in a series of
three, was jointly organised by Keppel
Integrated Engineering and the National
Environment Agency (NEA). It allows
environment champions from different
companies to gain valuable knowledge
and share innovative ideas with their
organisations on how they can help

to protect the environment.

During the workshop, the ‘green
champions’ worked in groups to
brainstorm on how to pitch, plan,
communicate and implement
environmental initiatives.

K-REIT Asia’s representatives

also pledged commitment to play
their role for the environment during
the workshop.

The three recycling bins that were
placed at Keppel Towers and GE
Tower in 2007, were well-used by
tenants. In 2008, the Manager
continued with this initiative and
placed another four recycling bins
at Bugis Junction Towers.

To promote recycling efforts, the
Manager printed 500 recycle-able carry
bags and distributed them as corporate
gifts. This helped to convey and
promote the message of environmental
conservation to external parties and
express the Manager’s commitment
towards recycling and reduction of
unnecessary usage of resources

— in particular the overuse of plastic
shopping bags.

K-REIT Asia continued to make its
Annual Reports available online at its
corporate website, enabling users

to access them quickly and at their
convenience — saving both paper as well
as costs incurred for printing and mailing.

Environmental Responsibility

K-REIT Asia’s buildings have pockets
of green relief.

Both K-REIT Asia’s Annual Reports for
2007 and this report for 2008 are printed
on semi-wood free paper.

The Manager aims to raise the
standard of environmental performance
for K-REIT Asia’s office buildings. The
Manager believes that sustainable
buildings will not only reap benefits for
the environment but also in corporate
branding and reputation, energy
savings as well as tenants’ well-being.

The Manager is looking into obtaining
the Building and Construction
Authority of Singapore (BCA) Green
Mark certification for all K-REIT Asia’s
buildings. The BCA Green Mark is a
green building rating system used to
evaluate a building for its environmental
impact and performance. It is endorsed
and supported by the NEA. For
instance, the Manager is currently

in the process of upgrading air-
conditioner chillers at Keppel Towers
and GE Tower to energy-efficient units
so as to ensure that they fall within the
Green Mark guidelines.
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The Manager of K-REIT Asia believes in investing
in people to drive further growth.
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At K-REIT Asia, effective talent
management is of strategic importance
for long-term organisational success.
In 2008, the Manager continued to
focus efforts on developing, retaining
and engaging employees who have the
aptitude and abilities to meet current
and future organisational and business
needs. These efforts form part of the
Manager’s talent management strategies
to become an employer of choice.

To accelerate the assimilation of new
staff into the company, improvements
were made to the staff orientation
programme in 2008. These include new
activities such as interaction sessions
with senior management, briefings by
various business leaders and tours of
properties owned by K-REIT Asia. The
revamped programme helps new staff
to gain a better understanding of the
Manager’s core corporate philosophies
and policies and business. It also
provides a platform for new staff to
meet and interact.

Even during periods of economic
uncertainty, the Manager invests in
training and development to enable
employees to realise their full potential
at work. A training calendar which
provides an annual directory of pre-
evaluated training courses to address
core competency areas, allows
employees and supervisors to plan
their training schedules in advance.

Besides core competency training,
training roadmaps were also developed
for various key job families. These
roadmaps identify appropriate training
programmes for different job families
with the aim of equipping staff with the
required functional competencies to
perform their current jobs as well as to
prepare them for higher roles. In 2008,
each employee clocked in an average
of eight training days, more than
double the average of three training
days in 2007.

Activities are organised to promote team bonding and personal enrichment for a balanced lifestyle.

The Manager of K-REIT Asia is a
performance-driven organisation and it
is the Manager’s policy to reward its staff
with competitive performance-based
packages so as to retain top talent.

An external human resources
consultant was engaged to review

the Manager’s total compensation
framework. A new compensation
framework was subsequently proposed
and will be implemented in 2009. The
new framework aligns the goals of the
employees with the organisation’s and
reinforces its pay-for-performance
philosophy.

To better understand the career
aspirations of staff, formal career
planning discussions were held. During
these sessions, line managers worked
with their direct reporting staff, to jointly
draw up an Individual Development
Plan for each employee. This process
provides opportunities for relationship
building between managers and

staff through periodic dialogues.

The Manager has also reviewed

and improved the staff performance
appraisal process.

Reflecting the Manager’s emphasis
on talent, a Talent Review Committee
comprising top management was

set up in late 2008. The Committee
will commence its meetings in 2009,
to address human capital issues
proactively, as well as to chart the
careers of talents.

People

In a move to open more lines of
communication between management
and staff, management interaction
sessions were introduced. Key
management interacts periodically

with staff at various levels during these
sessions to build rapport and exchange
perspectives on work and other issues.

As an employer who believes that
health is wealth, the Manager
continues to offer company-paid
health screenings to its employees.
The Manager also provides
gymnasium usage for employees to
promote a healthy lifestyle.

To encourage team bonding, the
Manager frequently organises activities
such as festive dinner and dance
events throughout the year. Such
activities enrich employees’ work lives
and provide opportunities for them to
interact on an informal basis.

The company’s welfare committee
promotes wellness and “heartware”

for all employees. To promote the
Committee’s theme of Love Life,

Live Well, inter-Strategic Business

Units games, badminton coaching
programmes and regular health
workshops for personal enrichment,
beauty and general well-being were
organised. Healthy food and drinks were
also distributed on a monthly basis to all
employees. The Committee worked with
various suppliers to offer discounts on
health, beauty, personal care products
and festive food products as well.
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Keeping an open-door policy with the investment
community is a high priority of the Manager.

The Manager believes that openness
and transparency are essential in
maintaining positive relations with
stakeholders. The cornerstone of an
effective investor relations programme
also involves good communications.

To achieve a high level of transparency,
the Manager is committed to fair, timely,
regular and consistent disclosures to all
Unitholders and investors.

In recognition of its corporate
transparency efforts, K-REIT Asia
achieved a ranking of 28th amongst
704 Singapore publicly-listed
companies in the Business Times
Corporate Transparency Index as at

12 May 2008.

Senior management meets analysts
and fund managers frequently through
one-on-one or group meetings,
conference calls and post-results
luncheons. They also interact with
existing and potential investors at
investment conferences hosted by
various major financial institutions.
Some of the conferences that the
senior management took part in
included the Citigroup Asia Pacific
Property Conference, CLSA Corporate
Access Forum, CIMB-GK Corporate
Day, Nomura Asia Equity Forum and
Morgan Stanley Asia Pacific Summit.

In 2008, senior management also

participated in more than 50 meetings
in Singapore and more than 30 abroad.
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They met or held conference calls
with about 140 institutional investors

from Singapore, Hong Kong, Australia,

United States, the Middle East,
United Kingdom and other European
countries. These included non-deal
marketing roadshows in Singapore,
Hong Kong, London and Amsterdam.

The Manager aims to raise awareness
and understanding of K-REIT Asia
through such interactions with the
investment community. They

also provide opportunities for the
Manager to provide clarity on

K-REIT Asia’s growth strategies,
corporate developments and financial
performance. Currently, nine local

and foreign brokerage firms have
undertaken research coverage on
K-REIT Asia.

The Manager hosts combined analyst
and media results briefings every

six months to provide an update on
K-REIT Asia’s half year and full-year
financial and operational performance.
The briefings are usually chaired by
K-REIT Asia’s Chief Executive Officer
and supported by the Deputy Chief
Executive Officer.

In accordance with K-REIT Asia’s
commitment to deliver accurate,
timely and transparent information to
Unitholders and the general public,

Meeting with media and analysts at results briefings allows K-REIT Asia’s management to share
growth strategies.
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results announcements are made
within 30 days from the end of each
quarter. In addition, financial results
and press releases on significant
corporate developments are updated
on K-REIT Asia’s corporate website
on the same day that they are
released to the Singapore Exchange.
Subscribers to an email alert
notification service on K-REIT Asia’s
website will be promptly notified via
email when the announcements are
released to the public.

General information on K-REIT Asia
including annual reports, property
portfolio details and investor
presentations are updated regularly

on the website for investors and the
general public. Where and when
appropriate, the Manager also arranges
tours of its properties, upon advance
request, for overseas visitors, analysts
and potential investors.

Approximately 7,900 registered
Unitholders owned K-REIT Asia

units as at 31 December 2008 and
about 22% of the units were held by
institutional investors. K-REIT Asia’s
sponsor, Keppel Land, and its parent
company, Keppel Corporation, own a
combined interest of 75.3% of the units
in issue.

Rights Issue

On 31 March 2008, the Manager held
an Extraordinary General Meeting
(EGM) to seek Unitholders’ approval
for a proposed rights issue. To allay
Unitholders’ concerns over the
exercise, the Manager took steps in
advance to communicate the rationale
and merits for the rights issue with
investors. An overseas roadshow and
tele-conferences were held to garner
Unitholders’ support for the exercise.
The resolution was unanimously
passed by Unitholders at the EGM.

The rights issue was fully subscribed,
demonstrating Unitholders’
endorsement and confidence in the
long-term potential of K-REIT Asia. In
May 2008, the Manager successfully
completed the rights issue exercise,
raising net proceeds of $550.7 million
through an issue of 396.9 million units.
The net proceeds were subsequently
used to partially repay debt.

Looking Ahead

2009 is expected to be a challenging
year. Given such market conditions,
there is a need to pay more attention

to communication with current and
prospective investors. The Manager will
continue to actively promote K-REIT Asia
through the various platforms available
and keep existing Unitholders regularly
updated on its strategy and latest
corporate developments.

Investor Relations

Ms Serena Toh

Deputy General Manager
Investor Relations and Research
Tel: (65) 6433 7546

Fax: (65) 6337 7226

Ms Jeanette Pang

Manager

Investor Relations and Research
Tel : (65) 6433 7622

Fax: (65) 6337 7226
www.kreitasia.com

Email: investor.relations@kreitasia.com

Boardroom Corporate Advisory
and Services Pte. Ltd.

3 Church Street #08-01
Samsung Hub

Singapore 049483

Tel: (65) 6536 5355
Fax: (65) 6536 1360
www.boardroomlimited.com

For depository-related matters
such as change of details
pertaining to Unitholders’
investment records, please
contact:

The Central Depository
(Pte) Limited

4 Shenton Way

#02-01 SGX Centre 2
Singapore 068807

Tel: (65) 6535 7511
Fax: (65) 6535 0775
www.cdp.com.sg
Email: cdp@sgx.com
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The Manager believes in cultivating meaningful
and productive relationships in the community.

Good tenant relations contribute to
K-REIT Asia’s asset management strategy.
The Manager constantly seeks to reinforce
the brand of K-REIT Asia and create a
sense of belonging among its tenants.

Ramping up on activities to engage
tenants, the Manager and the other
two joint venture partners of One Raffles
Quay invited select tenants to the
Formula 1 Singapore Grand Prix race in
September 2008. The guests enjoyed
an uninterrupted view of the Grand Prix
race amidst good food and company.

On 3 October 2008, the Manager
hosted K-REIT Asia’s valued tenants

at the third annual K-REIT Asia Golf
Tournament. The event which was held
at the Tampines Course at Tanah Merah
Country Club, presented an opportunity
for K-REIT Asia’s management team

to interact with tenants and invited
guests. The tournament saw a total

of 104 participants.

K-REIT Asia’s annual Christmas
function on 12 December 2008 lit up
the festive mood for its tenants as they
feasted on a sumptuous buffet and
actively mingled with K-REIT Asia’s
team members at Keppel Towers’
building lobby. Corporate tenants from
GE Tower, Bugis Junction Towers and
Prudential Tower were also invited

to the casual gathering. This highly
anticipated event was the Manager’s
way of expressing appreciation for
Networking amongst tenants is encouraged through events such as golf tournaments. tenants’ support in the past year.
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The Manager also believes in
contributing to the communities in
which it operates, and it leverages on
activities of its sponsor, Keppel Land,
to do so.

A Christmas bazaar with a community
and eco-friendly theme was organised
in December 2008 for all staff. The
booths at the bazaar were set up by
local and international charities such as
— Institute of Mental Health, Association
for Persons with Special Needs, Cicada
Tree Eco-Place, Singapore Management
University Ambassadors raising funds
for Elephant Nature Foundation,

World Vision, Tabitha Foundation and
Riverkids Project. The lunch-time
bazaar showcased various goods and
handicrafts, ranging from handmade silk
accessories, organic treats, recycled
notebooks and handmade jewellery to
wallets made of recycled cardboard and
rain-proof coats.

In line with the Christmas spirit of giving
and sharing, K-REIT Asia also helped
to fulfill gift wishes of children from
Association for Persons with Special
Needs Tanglin School. In December
2008, the Manager displayed
Christmas trees with the children’s
wish tags at the lobbies of K-REIT
Asia’s buildings. A total of about 120
gifts were collected from the tenants
of Prudential Tower, Bugis Junction
Towers, Keppel Towers and GE Tower,
bringing festive cheer to the children.

The accessibility of K-REIT Asia’s management and their support
to our business truly strengthens the landlord-tenant relationship.

We find K-REIT Asia’s team friendly, approachable, prompt and
efficient, with us the tenants, always in mind.

We appreciate K-REIT Asia’s team for their prompt and attentive
responses to our needs.

Toasting to a strong tenant-landlord relationship with K-REIT Asia.

Community 9 7



As at 2 March 2009

657,548,286 Units (Voting rights : 1 vote per Unit)
There is only one class of Units in K-REIT Asia.

Market capitalisation of $341,922,509 based on market closing price of $0.52 on 2 March 2009.

Size of Unitholdings No. of Unitholders % No. of Units %
1-999 2,433 29.92 755,119 0.11
1,000 - 10,000 4,320 53.14 15,721,410 2.39
10,001 - 1,000,000 1,360 16.73 60,813,538 9.25
1,000,001 and above 17 0.21 580,253,219 88.25
Total 8,130 100.00 657,543,286 100.00
No. Name No. of Units %
1 K-REIT Asia Investment Pte. Ltd. 292,661,486 44,51
2 Keppel Real Estate Investment Pte. Ltd. 203,717,224 30.98
3 DBS Nominees Pte Ltd 18,254,210 2.78
4 United Overseas Bank Nominees Pte Ltd 16,398,648 2.49
5 HSBC (Singapore) Nominees Pte Ltd 14,430,517 2.20
6 Citibank Nominees S’pore Pte Ltd 9,226,205 1.40
7 DBSN Services Pte Ltd 4,683,202 0.71
8 Phillip Securities Pte Ltd 3,428,944 0.52
9 Yeo Seng Kia 3,005,000 0.46
10 ING Nominees (S’pore) Pte Ltd 2,812,640 0.43
11 OCBC Securities Private Ltd 2,621,015 0.40
12 Raffles Nominees Pte Ltd 2,354,607 0.36
13 Lim & Tan Securities Pte Ltd 1,496,207 0.28
14 Loh Chee Chin Trent 1,350,000 0.21
15 Morgan Stanley Asia (S’pore) Securities Pte Ltd 1,343,000 0.20
16 OCBC Nominees Singapore Pte Ltd 1,269,872 0.19
17 Kim Eng Securities Pte. Ltd. 1,200,442 0.18
18 DBS Vickers Securities (S) Pte Ltd 981,291 0.15
19 DB Nominees (Singapore) Pte Ltd 945,280 0.14
20 See Beng Lian Janice 884,000 0.13

Total 583,063,790 88.67
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As shown in the Register of Directors’ Unitholdings as at 21 January 2009

Name of Director No. of Units
Tsui Kai Chong NIL
Kevin Wong Kingcheung 1,444,488 (Direct)
Tan Swee Yiow 235,000 (Direct)
Lee Ai Ming 130,000 (Direct)
Lim Poh Chuan NIL
Chin Wei-Li, Audrey Marie NIL

As shown in the Register of Substantial Unitholders as at 2 March 2009

Name No. of Units %
Temasek Holdings (Private) Limited 496,382,710 (Deemed)’ 75.49
Keppel Corporation Limited 496,378,710 (Deemed)? 75.49
Keppel Land Limited 292,661,486 (Deemed)® 44.51
K-REIT Asia Investment Pte. Ltd. 292,661,486 (Direct) 44 51
Keppel Real Estate Investment Pte. Ltd. 203,717,224 (Direct) 30.98
Notes

1

2

Temasek Holdings (Private) Limited’s deemed interest arises from its shareholdings in Keppel Corporation
Limited and Mount Faber Leisure Group Pte. Ltd..

Keppel Corporation Limited’s deemed interest arises from its shareholdings in Keppel Real Estate
Investment Pte. Ltd., a wholly-owned subsidiary of Keppel Corporation Limited, and in K-REIT Asia
Investment Pte. Ltd., a wholly-owned subsidiary of Keppel Land Limited, which is in turn a subsidiary

of Keppel Corporation Limited.

Keppel Land Limited’s deemed interest arises from its shareholdings in K-REIT Asia Investment Pte. Ltd.,
a wholly-owned subsidiary of Keppel Land Limited.

Based on information made available to the Manager as at 2 March 2009,
approximately 24.23% of the Units in K-REIT Asia are held under public hands.
Accordingly, Rule 723 of the Listing Manual of the SGX-ST has been complied with.

There are no treasury units held by K-REIT Asia or the Manager.

Statistics of Unitholdings
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Registered Address

RBC Dexia Trust Services
Singapore Limited

20 Cecil Street

#28-01 Equity Plaza
Singapore 049705

Tel: (65) 6823 5000

Fax: (65) 6536 7566
www.kreitasia.com

RBC Dexia Trust Services
Singapore Limited

20 Cecil Street

#28-01 Equity Plaza
Singapore 049705

Tel: (65) 6823 5000

Fax: (65) 6536 7566

Ernst & Young LLP

Certified Public Accountants

One Raffles Quay

Level 18 North Tower

Singapore 048583

Tel: (65) 6535 7777

Fax: (65) 6532 7662
(Partner-in-charge: Mr Yee Woon Yim)
(Since year ended 31 December 2006)
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Boardroom Corporate &
Advisory Services Pte. Ltd.
(a member of Boardroom Limited)
3 Church Street

#08-01 Samsung Hub

Singapore 049483

Tel: (65) 6230 9532

Fax: (65) 6536 1360

Registered Address

K-REIT Asia

Management Limited

1 HarbourFront Avenue

#18-01 Keppel Bay Tower

Singapore 098632

Tel: (65) 6835 7477

Fax: (65) 6835 7747

Email: investor.relations@kreitasia.com

Professor Tsui Kai Chong
Chairman and Non-Executive
Independent Director

Mr Kevin Wong Kingcheung
Deputy Chairman and
Non-Executive Director

Mr Tan Swee Yiow
Chief Executive Officer and Director

Mrs Lee Ai Ming
Non-Executive Independent Director
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Mr Lim Poh Chuan
Non-Executive Independent Director

Dr Chin Wei-Li, Audrey Marie
Non-Executive Independent Director

Dr Chin Wei-Li, Audrey Marie
Mrs Lee Ai Ming
Mr Lim Poh Chuan

Mr Lim Poh Chuan
Professor Tsui Kai Chong
Dr Chin Wei-Li, Audrey Marie

Mr Choo Chin Teck
Ms Jacqueline Ng Yu Eng
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Report of the Trustee

For the financial year ended 31 December 2008

RBC Dexia Trust Services Singapore Limited (the “Trustee”) is under a duty to take into custody and hold the assets of K-REIT
Asia in trust for the holders (“Unitholders”) of units in K-REIT Asia. In accordance with, inter alia, the Securities and Futures Act,
Chapter 289 of Singapore, its subsidiary legislation and the Code on Collective Investment Schemes and the Listing Manual
(collectively referred to as the “laws and regulations”), the Trustee shall monitor the activities of K-REIT Asia Management
Limited (the “Manager”) for compliance with the limitations imposed on the investment and borrowing powers as set out in the
trust deed dated 28 November 2005 (as amended) (the “Trust Deed”) between the Manager and the Trustee in each annual
accounting period and report thereon to Unitholders in an annual report which shall contain the matters prescribed by the laws
and regulations as well as the recommendations of Statement of Recommended Accounting Practice 7 “Reporting Framework
for Unit Trusts” issued by the Institute of the Certified Public Accountants of Singapore and the provisions of the Trust Deed.

To the best knowledge of the Trustee, the Manager has, in all material respects, managed K-REIT Asia during the period
covered by these financial statements, set out on pages 105 to 131 comprising the Balance Sheet, Statement of Total Return,
Distribution Statement, Portfolio Statement, Statement of Movements in Unitholders’ Funds, Statement of Cash Flows and
Notes to the Financial Statements, in accordance with the limitations imposed on the investment and borrowing powers set out
in the Trust Deed, laws and regulations and otherwise in accordance with the provisions of the Trust Deed.

For and on behalf of the Trustee,
RBC Dexia Trust Services Singapore Limited

Lim Hock Guan
Deputy Managing Director

Singapore, 11 February 2009

K-REIT Asia
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Statement by the Manager

For the financial year ended 31 December 2008

In the opinion of the directors of K-REIT Asia Management Limited (the “Manager”), the accompanying financial statements set
out on pages 105 to 131 comprising the Balance Sheet, Statement of Total Return, Distribution Statement, Portfolio Statement,
Statement of Movements in Unitholders’ Funds, Statement of Cash Flows and Notes to the Financial Statements are drawn up
S0 as to present fairly, in all material respects, the financial position of K-REIT Asia as at 31 December 2008, the total return,
distributable income, movement in Unitholders’ funds and cash flows for the year ended on that date in accordance with the
recommendations of Statement of Recommended Accounting Practice 7 “Reporting Framework for Unit Trusts” issued by the
Institute of Certified Public Accountants of Singapore and the provisions of the Trust Deed. At the date of this statement, there
are reasonable grounds to believe that K-REIT Asia will be able to meet its financial obligations as and when they materialise.

For and on behalf of the Manager,
K-REIT Asia Management Limited

%;\)
Tan Swee Yiow
Chief Executive Officer and Director

Singapore, 11 February 2009
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Independent Auditors’ Report to the Unitholders of K-REIT Asia

For the financial year ended 31 December 2008

To the members of K-REIT Asia

We have audited the accompanying financial statements of K-REIT Asia (the “Trust”) set out on pages 105 to 131, which
comprise the Balance Sheet and Portfolio Statement as at 31 December 2008, the Statement of Total Return, Distribution
Statement, Statement of Movements in Unitholders’ Funds and Statement of Cash Flows of the Trust for the year then ended,
and a summary of significant accounting policies and other explanatory notes.

Responsibility of the Manager for the Financial Statements

The Manager is responsible for the preparation and fair presentation of these financial statements in accordance with the
recommendations of Statement of Recommended Accounting Practice 7 “Reporting Framework for Unit Trusts” issued by

the Institute of Certified Public Accountants of Singapore and the Singapore Financial Reporting Standards. This responsibility
includes devising and maintaining a system of internal accounting controls sufficient to provide a reasonable assurance that
assets are safeguarded against loss from unauthorised use or disposition; and transactions are properly authorised and that
they are recorded as necessary to permit the preparation of true and fair statement of total return and balance sheet and to
maintain accountability of assets; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Singapore Standards on Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Trust’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the Trust’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Manager, as well as evaluating the overall presentation of the

financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Trust as at

31 December 2008, the total return, distributable income, movements in Unitholders’ funds and cash flows for the year
ended on that date in accordance with the provision of Singapore Financial Reporting Standards and the recommendations of
Statement of Recommended Accounting Practice 7 “Reporting Framework for Unit Trusts” issued by the Institute of Certified
Public Accountants of Singapore.

boslom i

Ernst & Young LLP
Public Accountants and
Certified Public Accountants

Singapore, 11 February 2009
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Balance Sheet
As at 31 December 2008

2008 2007
Note $000 $'000
Non-current assets
Investment properties 3 1,117,000 1,110,000
Investment in associated company 4 513,523 509,535
Advances to associated company 5 348,946 355,946
Intangible asset 6 59,232 86,282
2,038,701 2,061,763
Current assets
Trade and other receivables 7 9,525 3,308
Prepaid expenses 128 86
Cash and cash equivalents 8 43,968 22,927
53,621 26,321
Total assets 2,092,322 2,088,084
Current liabilities
Trade and other payables 9 12,202 11,924
Income received in advance 557 554
Current portion of security deposits 3,602 1,237
Short-term borrowings (unsecured) 10 - 942,000
Provision for taxation 3,073 163
19,434 955,878
Non-current liabilities
Long-term borrowings 11 577,135 189,283
Non-current portion of security deposits 10,082 9,156
587,217 198,439
Total liabilities 606,651 1,154,317
Net assets 1,485,671 933,767
Represented by :
Unitholders’ funds 1,485,671 933,767
Units in issue (’000) 12 652,724 247,184
Net asset value per unit ($) 2.28 3.78

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.

Balance Sheet
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Statement of Total Return

For the financial year ended 31 December 2008

2008 2007
Note $°000 $°000
Gross revenue 13 52,646 40,069
Property expenses 14 (12,987) (11,807)
Net property income 39,659 28,262
Income support 15 24,799 1,080
Share of results of associated company 14,776 490
Interest income 9,069 1,062
Amortisation expense 6 (27,050) (1,341)
Manager’s management fees 16 (12,967) (5,302)
Trust expenses 17 (1,328) (1,980)
Borrowing costs 18 (23,580) (9,582)
Net income 23,378 12,689
Net gain on revaluation of investment properties 7,000 432,964
Total return before tax 30,378 445,653
Income tax expense 19 (2,910) (163)
Total return after tax 27,468 445,490
Earnings per unit (cents) 20
Basic 5.33 176.57
Diluted 5.33 176.57

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Distribution Statement

For the financial year ended 31 December 2008

2008 2007
$°000 $000
Income available for distribution to Unitholders at beginning of the year 12,338 8,385
Net income 23,378 12,689
Net tax adjustments (Note A) 37,714 9,286
Income tax expense (2,910) (163)
58,182 21,812
Income available for distribution to Unitholders 70,520 30,197
Distribution to Unitholders:
Distribution of 3.47 cents per unit for the period
from 1/7/2006 to 31/12/2006 - (8,384)
Distribution of 3.91 cents per unit for the period
from 1/1/2007 to 30/6/2007 - (9,475)
Distribution of 4.99 cents per unit for the period
from 1/7/2007 to 31/12/2007 (12,337) -
Distribution of 6.58 cents per unit for the period
from 1/1/2008 to 7/5/2008 (16,465) -
Distribution of 1.39 cents per unit for the period
from 8/5/2008 to 30/06/2008 (9,027) -
Income available for distribution to Unitholders at end of the year 32,691 12,338
Note A - Net tax adjustments comprise:
Non-tax deductible/ (chargeable) items:
- Manager’s management fees payable in Units 12,967 5,302
- Trustee’s fees 344 132
- Amortisation expense 27,811 1,682
- Other non-tax deductible expenses 600 1,765
- Certain expenses claimed on an incurred basis - 5)
- Share of results of associated company (14,776) (490)
26,946 8,286
Dividend income from associated company 10,768 1,000
Net tax adjustments 37,714 9,286

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Portfolio Statement
As at 31 December 2008

Carrying Carrying Percentage Percentage
Value Value of Net Assets  of Net Assets
Remaining 2008 2007 2008 2007
Description of Property Tenure of Land  Term of Lease  Term of Lease Location Existing Use $°000 $°000 % %
Investment properties
in Singapore
Prudential Tower Property ! Leasehold 99years 86 years 30 Cecil Street ~~ Commercial 224,000 227,000 15.1 24.3
Keppel Towers and GE Tower Estate NA NA 10 Hoe Chiang Road ~ Commercial 580,000 580,000 39.0 62.1
in fee and 240

simple Tanjong Pagar Road
Bugis Junction Towers Leasehold 99 years  80.7 years 230 Victoria Street ~ Commercial 313,000 303,000 211 325
Investment properties, at valuation (Note 3) 1,117,000 1,110,000 75.2 118.9
Investment in and advances to associated company (Note 4 & 5) and intangible asset (Note 6) 921,701 951,763 62.0 101.9
Property held by associated company:
One Raffles Quay Leasehold 99 years 914 1Raffles Quay ~ Commercial
Other assets and liabilities (net) (553,030) (1,127,996) (37.2) (120.8)
Net assets 1,485,671 933,767 100.0 100.0

The carrying amounts of the investment properties and the Trust’s one-third interest in One Raffles Quay as at 31 December

2008 were based on independent valuations undertaken by Knight Frank Pte Ltd on 31 December 2008. The independent valuer
has appropriate professional qualifications and recent experience in the location and category of the properties being valued.

The valuations are determined based on investment method and discounted cash flow analysis. The valuations adopted were
$224,000,000, $580,000,000 and $313,000,000 for Prudential Tower Property, Keppel Towers and GE Tower, and Bugis Junction
Towers, respectively. The net gain on revaluation of investment properties has been taken to the profit and loss account. The
valuation of the Trust’s one-third interest in One Raffles Quay (including the income support top-up payments) was $985,000,000.

The carrying amounts of the investment properties and the Trust’s one-third interest in One Raffles Quay as at 31 December 2007
were based on independent valuations undertaken by Knight Frank Pte Ltd on 10 December 2007. The valuations adopted were
$227,000,000, $580,000,000 and $303,000,000 for Prudential Tower Property, Keppel Towers and GE Tower, and Bugis Junction
Towers, respectively. The net gain on revaluation has been taken to the profit and loss account. The valuation of the Trust’s one-
third interest in One Raffles Quay (including the income support top-up payments) was $992,000,000.

Investment properties comprise commercial properties that are mainly leased to external customers. Generally, the leases contain
an initial non-cancellable period of three years. Subsequent renewals are negotiated with the lessee.

" comprise approximately 44.4% of the strata area in Prudential Tower.

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Statement of Movements in Unitholders’ Funds

For the financial year ended 31 December 2008

Issued Accumulated
Equity Profits Total
$°000 $°000 $000
At 1 January 2008 454,258 479,509 933,767
Operations
Total return after tax - 27,468 27,468
Net increase in assets resulting from operations - 27,468 27,468
Unitholders’ transactions
Creation of units
- payment of management fees in units 11,595 - 11,595
- rights issue 551,726 - 551,726
Issue expenses’ (1,013) - (1,013)
Distribution to Unitholders - (87,872) (87,872)
Net increase/ (decrease) in net assets resulting 562,308 (87,872) 524,436
from Unitholders’ transactions
At 31 December 2008 1,016,566 469,105 1,485,671
At 1 January 2007 440,519 51,878 492,397
Operations
Total return after tax - 445,490 445,490
Net increase in assets resulting from operations - 445,490 445,490
Unitholders’ transactions
Creation of units
- payment of management fees in Units 4,324 - 4,324
- payment of acquisition fees in Units 9,415 - 9,415
Distribution to Unitholders - (17,859) (17,859)
Net increase/ (decrease) in net assets resulting 13,739 (17,859) (4,120)
from Unitholders’ transactions
At 31 December 2007 454,258 479,509 933,767

* Non-audit fees paid to auditors of the Trust capitalised during the year as issue expenses was $129,000.

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Statement of Cash Flows

For the financial year ended 31 December 2008

2008 2007
$°000 $'000

Cash flows from operating activities
Total return before tax 30,378 445,653
Adjustments for:

Interest income (9,069) (1,062)

Amortisation expense 27,050 1,341

Share of results of associated company (14,776) (490)

Borrowing costs 23,580 9,582

Management fees payable in Units 12,967 5,302

Net gain on revaluation of investment properties (7,000) (432,964)
Operating cash flows before reinvestment in working capital 63,130 27,362
Increase in receivables (24,706) (655)
(Decrease)/increase in payables (2,708) 806
Security deposits 3,291 1,777
Net cash generated from operating activities 39,007 29,290
Cash flows from investing activities
Interest received 9,720 368
Improvements in investment properties - (36)
Intangible asset - (87,623)
Investment in associated company (Note A) - (852,560)
Income support received 19,556 -
Dividend income received from associated company 9,008 -
Repayment of loan from associate company 7,000 -
Net cash generated from/(used in) investing activities 45,284 (939,851)
Cash flows from financing activities
Distribution to Unitholders (37,872) (17,859)
Proceeds from rights issue 551,726 -
Repayment of short-term borrowings (551,000) -
Upfront debt arrangement costs (3,910) -
Proceeds from new loan - 942,000
Issue expenses (1,013) -
Interest paid (21,181) (7,467)
Net cash (used in)/generated from financing activities (63,250) 916,674
Net increase in cash and cash equivalents 21,041 6,113
Cash and cash equivalents at beginning of the year 22,927 16,814
Cash and cash equivalents at end of the year (Note 8) 43,968 22,927

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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2008 2007

$’000 $'000
Note A - Investment in associated company
Net cash outflow on investment in associated company is set out below:
Unquoted shares, at cost - 510,045
Advances to associated company - 355,946

- 865,991

Less:
Acquisition fee paid in Units - (9,415)
Accrued purchase consideration - (2,218)
Accrued acquisition costs - (1,798)
Net cash outflow on investment in associated company - 852,560

Note B - Significant non-cash transactions
During the financial year, the following were the significant non-cash transactions:

(i) 8,615,445 (2007: 1,580,711) Units were issued as payment of management fees to the Manager, amounting to
$11,595,000 (2007: $4,324,000); and

(i) 3,992,451 Units were issued as payment of acquisition fee to the Manager amounting to $9,415,000 in relation to the
acquisition of the one-third interest in One Raffles Quay Pte Ltd in 2007.

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Notes to the Financial Statements

For the financial year ended 31 December 2008

These notes form an integral part of the financial statements.

The financial statements of K-REIT Asia (the “Trust”) for the financial year ended 31 December 2008 were authorised for issue
by the Manager on 11 February 2009.

1.

112

General

K-REIT Asia is a Singapore-domiciled real estate investment trust constituted by the Trust Deed dated 28 November
2005 (as amended) (the “Trust Deed”) between K-REIT Asia Management Limited (the “Manager”) and RBC Dexia Trust
Services Singapore Limited (the “Trustee”). The Trust Deed is governed by the laws of the Republic of Singapore. The
Trustee is under a duty to take into custody and hold the assets of the Trust in trust for the holders (“Unitholders”) of
units in the Trust (the “Units”). The address of the Trustee’s registered office and principal place of business is 20 Cecil
Street, #28-01 Equity Plaza, Singapore 049705.

The Trust was formally admitted to the Official List of the Singapore Exchange Securities Trading Limited (“SGX-ST”)
on 28 April 2006 and was included in the Central Provident Fund (“CPF”) Investment Scheme on 28 April 2006.

The principal activity of the Trust is to invest in a portfolio of quality real estate and real estate-related assets which are
predominantly used for commercial purposes in Singapore and Asia with the primary objective of generating stable
returns to its Unitholders and achieving long-term capital growth.

The immediate and ultimate holding company is Keppel Corporation Limited, incorporated in Singapore.

The Trust has entered into several service agreements in relation to the management of the Trust and its property
operations. The fee structures of these services are as follows:

(a) Property management fees
Under the property management agreement, for property management services rendered by K-REIT Asia
Property Management Pte Ltd (the “Property Manager”), the Trustee will pay the Property Manager property
management fees of 3.0% per annum of the property income of each of the investment properties.

The Property Manager is also entitled to receive leasing commission at the rates set out as follows:

(i) one month’s Gross Rent (base rental income and tenant service charge) or licence fee, as applicable, for
securing a tenancy or licence of two years or more;

(i) one-half month’s Gross Rent (base rental income and tenant service charge) or licence fee, as applicable, for
securing a tenancy or licence of less than two years but at least a year and a proportionate part thereof; and

(i) one-quarter month’s Gross Rent (base rental income and tenant service charge) or licence fee, as applicable,
for securing a renewal of tenancy or licence of a year or more and a proportionate part thereof for securing a
renewal of a tenancy or licence of less than a year.

The property management fees are payable monthly in arrears.

(b) Manager’s management fees
Pursuant to the Trust Deed, the Manager is entitled to the following management fees:

(i) abase fee of 0.5% per annum of the value of all the assets for the time being of the Trust or deemed to be
held upon the trust constituted under the Trust Deed (“Deposited Property”); and

(i) an annual performance fee of 3.0% per annum of the Net Property Income (as defined in the Trust Deed) of
the Trust and any Special Purpose Vehicles (as defined in the Trust Deed) after deducting all applicable taxes
payable.
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2.

(c)

The management fees will be paid in the form of cash and/or Units (as the Manager may elect). The management
fees payable in Units will be issued at the volume weighted average price for a Unit for all trades on the SGX-ST
in the ordinary course of trading on the SGX-ST for the period of 10 Business Days (as defined in the Trust Deed)
immediately preceding the relevant Business Day.

The Manager’s management fees are payable quarterly in arrears.

The Manager is also entitled to receive an acquisition fee at the rate of 1% of the acquisition price and a
divestment fee of 0.5% of the sale price on all acquisition or disposal of properties.

Trustee’s fees
Under the Trust Deed, the maximum fee payable to the Trustee is 0.03% per annum of the value of the Deposited
Property and shall be payable quarterly in arrears.

Summary of significant accounting policies

(a)

(b)

(c)

Basis of preparation

The financial statements have been prepared in accordance with Statement of Recommended Accounting
Practice 7 “Reporting Framework for Unit Trusts” (“RAP 7”) issued by the Institute of Certified Public Accountants
of Singapore, the applicable requirement of the Code on Collective Investment Schemes (“CIS Code”) issued by
the Monetary Authority of Singapore and the provisions of the Trust Deed. RAP 7 requires the accounting policies
to generally comply with the principles relating to recognition and measurement of the Singapore Financial
Reporting Standards (“FRS”).

The financial statements, which are expressed in Singapore dollars and rounded to the nearest thousand, unless
otherwise stated, are prepared on the historical cost basis, except for investment properties which are stated at
fair value.

Changes in accounting policies
The following INT FRSs are effective for annual period beginning 1 January 2008:

INT FRS 111 FRS 102 — Group Treasury Share Transactions

INT FRS 112 Service Concession Arrangements

INT FRS 114 FRS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and
Their Interaction

The above changes however do not have any implication to the Company’s financial statements.

FRS and INT FRS not yet effective
The Trust has not applied the following FRS and INT FRS that have been issued but not yet effective:

Effective date
(Annual periods
beginning on or after)

INT FRS 113 Customer Loyalty Programmes 1 July 2008
FRS 1 Presentation of Financial Statement 1 January 2009
FRS 23 Borrowing Costs 1 January 2009
FRS 32 Financial Instruments: Presentation — Amendments Relating to

Puttable Financial Instruments and Obligations Arising on Liquidation 1 January 2009
FRS 102 Share-based Payment — Vesting Conditions and Cancellations 1 January 2009
FRS 108 Operating Segments 1 January 2009

The Manager expects that the adoption of the above pronouncements will have no material impact to the
financial statements in the period of initial application, except for FRS 1 as indicated below:

Notes to the Financial Statements 1 1 8



Notes to the Financial Statements

2.

114

Summary of significant accounting policies (cont’d)

(d)

(e)

FRS 1 Presentation of Financial Statements - Revised Presentation

The revised FRS 1 requires owner and non-owner changes in equity to be presented separately. The statement of
changes in equity will include only details of transactions with owners, with all non-owner changes in equity
presented as a single line item. In addition, the revised standard introduces the statement of comprehensive
income: it presents all items of income and expense recognised in profit or loss, together with all other items of
recognised income and expense, either in one single statement, or in two linked statements. The Trust is
currently evaluating the format to adopt.

Significant accounting estimates and judgements

Assumptions concerning the future and judgements are made in the preparation of the financial statements. They
affect the application of the Trust’s accounting policies, reported amounts of assets, liabilities, incomes and
expenses and disclosures made. They are assessed on an on-going basis and are based on experience and
relevant factors, including expectations of future events that are believed to be reasonable under the
circumstances.

In the process of applying the Trust’s accounting policies, management has made the following judgement,
apart from those involving estimations, which has the most significant effect on the amounts recognised in the
financial statements:

Valuation of investment properties

Investment properties are stated at fair value based on valuations performed by independent professional valuers.
In determining the fair value, the valuers have used valuation methods which involve certain estimates. In relying
on the valuations reports, the Manager is satisfied that the valuation methods and estimates are reflective of the
current market conditions.

Income taxes

The Trust has not accounted for the deferred tax liability arising from the net appreciation on revaluation of
investment properties, as subject to meeting the terms and conditions of the Tax Ruling issued by the Inland
Revenue Authority of Singapore (“IRAS”), the Trust is not taxed on its distributable taxable income (refer to Note
2(s) Taxation). Where the terms or conditions are changed or have not been met, it will impact the deferred tax
provision in those periods.

Functional and foreign currency

()  Functional currency
The Manager has determined the currency of the primary economic environment in which the Trust
operates, i.e. functional currency, to be Singapore dollars.

(i) Foreign currency transactions
Transactions in foreign currencies are measured in the functional currency of the Trust and are recorded
on initial recognition at exchange rates approximating those ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are translated at the closing rate of exchange ruling at the
balance sheet date. Non-monetary items that are measured in terms of historical cost in a foreign currency
are translated using the exchange rates as at the dates of the initial transactions.

Exchange differences arising on the settlement of monetary items or on translating monetary items at the
balance sheet date are recognised in the profit and loss account.
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(9)

(h)

(i)

Investment properties

Investment properties are initially recorded at cost. Subsequent to recognition, investment properties are
measured at fair value and gains or losses arising from changes in the fair value of investment properties are
included in the profit and loss account in the year in which they arise.

Investment properties are derecognised when either they have been disposed of or when the investment property
is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gain or
loss on the retirement or disposal of an investment property is recognised in the profit and loss account in the
year of retirement or disposal.

Associated company

An associate is an entity in which the Trust has significant influence. The associate is equity accounted for from
the date the Trust obtains significant influence until the date the Trust ceases to have significant influence over the
associate.

The Trust’s investment in associate is accounted for using the equity method whereby the Trust’s share of profit
or loss of the associated company is included in the profit and loss account and the Trust’s share of net assets
of the associated company is included in the balance sheet. Goodwill relating to the associate is included in the
carrying amount of the investment.

When the Trust’s share of losses in an associate equals or exceeds its interest in the associate, the Trust does
not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.

The financial statements of the associate are prepared as of the same reporting date as the Trust. Where
necessary, adjustments are made to bring the accounting policies into line with those of the Trust.

Intangible assets
Intangible assets acquired separately are measured initially at cost. Following initial recognition, intangible assets
are measured at cost less any accumulated amortisation and impairment losses.

Intangible assets with finite useful lives are amortised over the estimated useful lives and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortisation period and the
amortisation method are reviewed at least at each financial year-end.

Income support top-up payments

Income support top-up payments represent unamortised aggregate amount receivable in accordance with the
Deed of Income Support entered with Boulevard Development Pte Ltd (“Boulevard”) for the acquisition of the
equity interest in the associated company, One Raffles Quay Pte Ltd. Income support top-up payments have a
finite useful life and are amortised over the period commencing from the date of completion up till 31 December
2011 based on the estimated amounts to be received by the Trust from Boulevard.

Impairment of non-financial assets
The carrying amounts of the Trust’s assets are reviewed at each balance sheet date to determine whether there is
any indication that the assets have suffered an impairment loss.

If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss. Whenever the recoverable amount of an asset is estimated to be less than its carrying
amount, the impairment loss is recognised in the profit and loss account.

Reversal of impairment loss recognised previously is recorded when there is an indication that the impairment
loss recognised for the asset no longer exists or has decreased. The reversal is recorded in the profit and loss
account. However, the increased carrying amount of an asset due to any reversal of impairment loss is
recognised to the extent that it does not exceed the cost, at the date of such reversal.
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Summary of significant accounting policies (cont’d)

1)

(k)

U

Financial assets

Financial assets include cash and cash equivalents, trade and other receivables and advances to associated
company (non-trade). Financial assets are recognised on the balance sheet when, and only when, the Trust
becomes a party to the contractual provisions of the financial instrument.

Non-derivative financial assets with fixed or determinable payments that are not quoted in an active market are
classified as loans and receivables. Such assets are initially recognised at fair value, plus directly attributable
transaction costs and subsequently carried at amortised cost using the effective interest method. Gains and
losses are recognised in profit and loss account when the loans and receivables are derecognised or impaired, as
well as through the amortisation process.

(i)  Trade and other receivables
Trade and other receivables, including amounts due from related parties are classified and accounted for
as loans and receivables under FRS 39. They are stated at their fair value and reduced by appropriate
allowances for estimated irrecoverable amounts. An allowance is made for uncollectible amounts when
there is objective evidence that the Trust will not be able to collect the debt. Bad debts are written off
when identified.

(i)  Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, demand deposits and short-term, highly liquid
investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

Bank balances and cash carried in the balance sheet are classified and accounted for as loans and
receivables under FRS 39.

Financial liabilities

Financial liabilities include trade payables, which are normally settled on 30-90 day terms, other payables,
payables to related parties and interest-bearing borrowings. Financial liabilities are recognised on the balance
sheet when, and only when, the Trust becomes a party to the contractual provisions of the financial instrument.
Financial liabilities are initially recognised at fair value of consideration received less directly attributable
transaction costs and subsequently measured at amortised cost using the effective interest method.

Gains and losses are recognised in the profit and loss account when the liabilities are derecognised as well as
through the amortisation process.

Impairment of financial assets
The Trust assesses at each balance sheet date whether there is any objective evidence that a financial asset or
group of financial assets is impaired.

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate (i.e. the effective interest rate computed at initial
recognition). The carrying amount of the asset is reduced through the use of an allowance account. The amount
of the loss and any subsequent write back is recognised in the profit and loss account.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised impairment loss
is reversed. Any subsequent reversal of an impairment loss is recognised in the profit and loss account, to the
extent that the carrying value of the asset does not exceed its amortised cost at the reversal date.
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(m)

(n)

(o)

(p)

(a)

Derecognition of financial assets and liabilities

()  Financial assets
A financial asset is derecognised where the contractual rights to receive cash flows from the asset have
expired which usually coincides with receipts of payments for the asset.

On derecognition, the difference between the carrying amount and the sum of the consideration received
is recognised in the profit and loss account.

(i) Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged, cancelled or
expired.

Units issued
Units issued by the Trust are recorded at the proceeds received, net of direct issue costs.

Provisions

Provisions are recognised when the Trust has a present obligation as a result of a past event, and it is probable
that the Trust will be required to settle that obligation. Provisions are measured at the Manager’s best estimate of
the expenditure required to settle the obligation at the balance sheet date, and are discounted to present value
where the effect is material.

Leases - as lessor

Leases where the Trust retains substantially all the risks and rewards of ownership of the asset are classified as
operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same basis as rental income.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Trust and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognised:

()  Rental income
Rental income arising from investment properties is accounted for on a straight-line basis over the lease
terms on ongoing leases. The aggregate cost of incentives provided to lessees is recognised as a reduction
of rental income over the lease term on a straight-line basis.

(i) Interest income
Interest income is recognised on accrual basis using the effective interest method, unless collectibility is in

doubt.

(i) Income support
Income support is recognised on accrual basis.
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Summary of significant accounting policies (cont’d)

(r)

(s)

Expenses

(i)  Issue expenses
Issue expenses relate to expenses incurred in the issuance of Units in the Trust. The expenses are
deductible directly against Unitholders’ funds.

(i) Trust expenses
Trust expenses are recognised on an accrual basis.

(iiiy  Property expenses
Property expenses are recognised on an accrual basis. Included in property expenses is property
management fees which is based on the applicable formula stipulated in Note 1(a).

(iv) Manager’s management fees
Manager’s management fees are recognised on an accrual basis based on the applicable formula stipulated
in Note 1(b).

(v) Borrowing costs
Interest expense and similar charges are recognised in the period in which they are incurred.

Taxation

Taxation on the profit for the year comprises current and deferred tax. Income tax is recognised in the profit and
loss account except to the extent that it relates to items directly related to Unitholders’ funds, in which case it is
recognised in Unitholders’ funds.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the balance sheet date.

Deferred income tax is provided, using the liability method, on all temporary differences at the balance sheet
date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred tax assets and liabilities are measured using the tax rates expected to apply to taxable income in the
years in which those temporary differences are expected to be recovered or settled based on tax rates enacted
or substantively enacted at the balance sheet date.

Deferred tax assets are recognised for all deductible temporary differences to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences can be utilised.

At each balance sheet date, the Trust re-assesses unrecognised deferred tax assets and the carrying amount

of deferred tax assets. The Trust recognises a previously unrecognised deferred tax asset to the extent that it has
become probable that future taxable profit will allow the deferred tax asset to be recovered. The Trust conversely
reduces the carrying amount of a deferred tax asset to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the benefit of part or all of the deferred tax asset to be utilised.

Subject to meeting the terms and conditions of the Tax Ruling issued by the IRAS, which includes a distribution
of at least 90.0% of the taxable income, the Trust is not taxed on the portion of its taxable income that is
distributed. Any portion of the taxable income that is not distributed to Unitholders will be taxed on the Trust at
the prevailing corporate tax rate.
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In the event that there are subsequent adjustments to the taxable income when the actual taxable income of the
Trust is finally agreed with the IRAS, such adjustments are taken up as an adjustment to the amount distributed
for the next distribution following the agreement with the IRAS.

Although the Trust is not taxed on its taxable income distributed, the Trustee and the Manager are required to
deduct income tax at the prevailing corporate tax rate from distributions of such taxable income of the Trust (i.e.
which has not been taxed in the hands of the Trustee) to certain Unitholders. The Trustee and the Manager will
not deduct tax from distributions made out of the Trust’s taxable income to the extent that the beneficial
Unitholder is:

e Anindividual (regardless of residence or nationality);
e A Singapore incorporated company that is a tax resident of Singapore;

e A body of persons, other than a company or partnership, registered or constituted in Singapore (for
example, registered charities, town councils, statutory boards, registered co-operative societies and
registered trade unions);

e A Singapore branch of a foreign company which has presented a letter of approval from the IRAS granting a
specific waiver from tax deducted at source in respect of distributions from the Trust; and

¢ Anagent bank who acted as nominee for individuals who have purchased Units in the Trust under the CPF
Investment Scheme or the Supplementary Retirement Scheme.

Subject to meeting certain conditions, where the beneficial owners are foreign non-individual investors or where
the Units are held by nominees who can demonstrate that the Units are held for beneficial owners who are
foreign non-individual investors, the Trustee and the Manager will deduct tax at the reduced rate of 10.0% from
the distribution.

The above tax transparency ruling does not apply to gains from sale of real properties. Such gains, if they are
considered as trading gains, are assessable to tax on the Trust. Where the gains are capital gains, the Trust will
not be assessed to tax and may distribute the capital gains to Unitholders without having to deduct tax at source.

Any distributions made by the Trust to the Unitholders out of tax-exempt income and taxed income would be

exempt from Singapore income tax in the hands of all Unitholders, regardless of their corporate or residence
status.
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Investment properties

2008 2007
$°000 $°000
At 1 January 1,110,000 677,000
Capital expenditure capitalised - 36
Net gain on revaluation recognised in profit and loss account 7,000 432,964
At 31 December 1,117,000 1,110,000

Investment properties are stated at fair value, which has been determined based on valuations as at 31 December 2008
performed by registered independent valuers having an appropriate recognised professional qualification and recent
experience in the location and category of the properties being valued. In determining the fair value, the valuers have
used investment method and discounted cash flows analysis that makes reference to estimated market rental values
and equivalent yields.

The investment properties have been mortgaged as security for credit facilities granted to the Trust (Note 11).

Investment in associated company

2008 2007
$’000 $'000
Investment in associated company 513,523 509,535

Included in 2007 was a non-audit fee of $175,000 paid/ payable to auditors of the Trust capitalised during the year as
cost of investment.

Details of the associated company are as follows:

Name Effective Equity Interest Country of Incorporation/ Principal
Held by the Trust Place of Business Activities
2008 2007
% %
One Raffles Quay Pte Ltd 33.33 33.33 Singapore Property
Development

and Investment
One Raffles Quay Pte Ltd owns the property One Raffles Quay.
The associated company is audited by Ernst & Young LLP, Singapore.

The summarised financial information of the associated company, not adjusted for the proportion of ownership interest
held by the Trust, is as follows:

2008 2007
$°000 $'000
Total assets 2,773,884 2,800,628
Total liabilities 1,271,737 1,310,504
Revenue 87,379 4,744
Profit 44,327 1,469

One Raffles Quay Pte Ltd was acquired on 10 December 2007. Thus the comparative figure for the revenue and profit
for 2007 was for the period from 11 December 2007 to 31 December 2007.

K-REIT Asia
Report to Unitholders 2008



Advances to associated company (non-trade)

Advances to the associated company are unsecured, not expected to be repaid within the next 12 months. The interest
rate for the year ranged from 1.934% to 3.206% (2007: 3.369%) per annum and is repriced every quarter at a margin

above the 3-month S$ SWAP.

Intangible asset

2008 2007
$°000 $000

Cost:

At 1 January 87,623 -

Additions - 87,623

At 31 December 87,623 87,623

Accumulated amortisation and impairment:

At 1 January 1,341 -

Amortisation expense charged to profit and loss account 27,050 1,341

At 31 December 28,391 1,341

Net carrying amount:

At 31 December 59,232 86,282

Intangible asset represents the unamortised aggregate income support top-up payments receivable in accordance with
the Deed of Income Support entered with Boulevard for the acquisition of the equity interest in the associated company,

One Raffles Quay Pte Ltd and has a remaining amortisation period of 3 years (2007: 4 years).
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Trade and other receivables

2008 2007

$°000 $°000

Trade receivables 175 255
Amounts due from related companies (trade) 6,323 1,080
Amounts due from associated company (non-trade) 2,760 1,690
Deposits 191 191
Interest receivable 59 20
Other receivables 17 72
9,525 3,308

Amounts due from related companies and associated company are unsecured, interest-free, repayable on demand and

are to be settled in cash.

The trade receivables are charged or assigned by way of security for credit facilities granted to the Trust (Note 11).

Cash and cash equivalents

2008 2007
$’000 $'000

Cash at banks and in hand 2,918 120
Fixed deposits with a financial institution - 22,807
Fixed deposits with a related company 41,050 -
43,968 22,927

Cash at banks earn interest at floating rates based on daily bank deposit rates ranging from 0.215% to 1.175% (2007:
0.575% to 2.525%) per annum. Short-term deposits are made for varying periods of between 2 days and 115 days
depending on the immediate cash requirements of the Trust, and earn interests at the respective short-term deposit

rates. The interest rates of short-term deposits range from 0.16% to 1.75% (2007: 1.00% to 3.05%) per annum.

The cash and cash equivalents are charged or assigned by way of security for credit facilities granted to the Trust
(Note 11).
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Trade and other payables

2008 2007
$°000 $000
Trade payables 1,610 856
Accrued expenses 2,535 3,753
Accrued purchase consideration 623 2,218
Amounts due to related companies
- trade 3,518 2,773
- non-trade 3,511 1,874
Other deposits 98 143
Interest payable 307 307
12,202 11,924

Included in accrued expenses is an amount due to the Trustee of $79,000 (2007: $52,000).

Included in the amounts due to related companies is an amount due to the Property Manager of $176,000 (2007:
$98,000) and an amount due to the Manager of $3,335,000 (2007: $2,618,000).

Amounts due to related companies are unsecured, interest-free, repayable on demand and are to be settled in cash or
Units (Note 1(b)).

Short-term borrowings (unsecured)

On 10 December 2007, the Trust has put in place a revolving loan facility of up to $960,000,000 from a related
company, Kephinance Investment Pte Ltd (“Kephinance”), for an initial period of 9 months commencing from the
drawdown date and thereafter renewable on terms, including new maturity date, to be agreed between the parties.
Interest is payable at 3.30% per annum and is repriced within one month. As at 31 December 2007, a sum of
$942,000,000 has been drawn down.

An amount of $551,000,000 was repaid during the year and a long-term borrowing of $391,000,000 was obtained from
Kephinance to convert the remaining borrowing to a long-term loan (Note 11).
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Long-term borrowings

2008 2007
$’000 $'000
Term loans (secured) 189,524 189,283
Revolving loan facility (unsecured) 387,611 -
577,135 189,283

Maturity of loan
After 1 year but within 5 years 577,135 189,283

The term loan facilities were granted by a special purpose company, Blossom Assets Limited (“Blossom Assets”). Under
the facility agreement between Blossom Assets and the Trustee, Blossom Assets has granted the Trust a five-year fixed
rate term loan facility totalling $190,085,000, which is funded by the proceeds of commercial mortgage-backed
securities notes.

On 17 May 2006, the term loan facilities were utilised to refinance a bridge loan that was used to part finance the
acquisition of the strata title units in Prudential Tower Property, Keppel Towers and GE Tower, and Bugis Junction Towers
(the “Properties”).

The term loans are due on 17 May 2011 and the fixed interest rates of borrowings vary from 3.905% to 4.055% (2007:
3.905% to 4.055%) per annum.

As security for the facilities granted by Blossom Assets to the Trustee, the Trustee has granted in favour of Blossom
Assets the following:

i. a first legal mortgage over each of the Properties (Note 3);

i. an assignment and charge over the rights, title and interest of the Trustee in and to the rental collection account
relating to the Properties;

iii. an assignment of the rights, title and interest of the Trustee in and to the insurance policies relating to the

Properties;

iv. an assignment of the rights, title and interest of the Trustee in and to the agreements relating to the management
of the Properties; and

V. a fixed and floating charge over certain assets of the Trust relating to the Properties.

Blossom Assets has established a $3 billion Multicurrency Secured Medium Term Loan Programme (“MTN Programme”).
Under this MTN Programme, Blossom Assets may, subject to compliance with all relevant laws, regulations and
directives, from time to time issue fixed or floating interest rate notes (“the Notes”). The maximum aggregate principal
amount of the Notes to be issued shall be $3 billion (or its equivalent in any other currencies) or such higher amount

as may be determined by Blossom Assets subject to certain criteria. The obligations of Blossom Assets under each
series of Notes will be secured by the relevant notes security documents comprising, inter alia, the notes debenture, the
security trust deeds and the programme debenture.

To fund the loan of $190,085,000 to the Trustee, Blossom Assets has raised funds by issuing €95.4 million secured
commercial mortgage-backed floating rate notes. The notes comprise €80.4 million class AAA and €15 million class AA
notes at interest margins of between 20 to 35 basis points per annum above EURIBOR, repriced every 3 months, for the
period 17 May 2006 to 17 May 2011.
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In September 2008, K-REIT Asia has put in place a revolving loan facility of $391,000,000 from Kephinance for a period
of thirty months commencing from 10 September 2008 and thereafter renewable on terms, including a new maturity
date to be agreed between the parties. As at 31 December 2008, the amount outstanding was $387,611,000.

The revolving loan is due on 10 March 2011 and the floating interest rates of borrowings vary from 2.016% to 3.949%
(2007: nil) per annum and are repriced every roll-over period.

The weighted average all-in funding cost including margin charged on the loans and amortised upfront costs is 3.19%
(2007: 4.06%) per annum.

Units in issue

2008 2007

"000 '000

At 1 January 247,184 241,610
Issue of Units:

- payment of management fees in Units 8,615 1,581

- payment of acquisition fee in Units - 3,993

- rights issue 396,925 -

At 31 December 652,724 247,184

During the year, there were the following issues of Units:

- 8,615,445 (2007: 1,580,711) Units were issued at unit prices range between $0.9904 - $2.1883 (2007: $2.5339 -
$3.0707) as payment of management fees; and

- 396,925,192 Units were issued at the issue price of $1.39 per Unit pursuant to a rights issue.

Each Unit in the Trust represents undivided interest in the Trust. The rights and interests of Unitholders are contained in
the Trust Deed and include the right to:

* receive income and other distributions attributable to the Units held;

e participate in the termination of the Trust by receiving a share of all net cash proceeds derived from the realisation
of the assets of the Trust less liabilities, in accordance with their proportionate interests in the Trust. However, a
Unitholder has no equitable or proprietary interest in the underlying assets of the Trust and is not entitled to the
transfer to it of any assets (or part thereof) or of any estate or interest in any asset (or part thereof) of the Trust; and

e attend all Unitholders’ meetings. The Trustee or the Manager may (and the Manager shall at the request in writing of
not less than 50 Unitholders or Unitholders representing not less than 10% of the issued Units of the Scheme) at any
time convene a meeting of Unitholders in accordance with the provisions of the Trust Deed.

The restrictions of a Unitholder include, inter alia, the following:

e a Unitholder’s right is limited to the right to require due administration of the Trust in accordance with the provisions
of the Trust Deed; and

e a Unitholder has no right to request the Manager to repurchase or redeem his Units while Units are listed on SGX-ST.

The Trust Deed contains provisions designed to limit the liability of a Unitholder to the amount paid or payable for any

Unit, and to ensure that no Unitholder, by reason alone of being a Unitholder, will be personally liable to indemnify the

Trustee or any creditor of the Trust in the event that the liabilities of the Trust exceed its assets, if the issue price of the
Units held by that Unitholder has been fully paid.

Notes to the Financial Statements 1 25



Notes to the Financial Statements

13.

14.

15.

16.

17.

126

Gross revenue

2008 2007
$’000 $'000
Gross rental income 51,632 39,093
Car park income 969 924
Others 45 52
52,646 40,069

Property expenses
2008 2007
$’000 $°000
Property tax 3,355 3,140
Property management fee 1,579 1,202
Property management salary reimbursements 1,015 969
Marketing expenses 1,200 1,355
Utilities 2,030 1,578
Maintenance 3,757 3,511
Other property expenses 51 52
12,987 11,807

Income support

Income support relates to top-up payments receivable from Boulevard for the shortfall of guaranteed income amount

from the Trust’s one-third interest in One Raffles Quay Pte Ltd.

Manager’s management fees

All the Manager’s management fees are paid in Units during the financial year.

Trust expenses

2008 2007
$°000 $°000

Trustee’s fees 344 132
Auditors’ remuneration 93 94
Professional fees 152 300
Non-audit fees paid to auditors of the Trust - 175
Fund raising expenses 542 841
Other Trust expenses 197 438
1,328 1,980
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19.

20.

Borrowing costs

2008 2007
$’000 $000
Interest expense
- on term loans 7,488 7,468
- on revolving loan/bridge loan from a related company 15,330 1,874
Amortisation of transaction costs capitalised 762 240
23,580 9,582
Income tax expense
2008 2007
$°000 $'000
Reconciliation of effective tax rate:
Total return before tax 30,378 445,653
Income tax using Singapore tax rate of 18% (2007: 18%) 5,468 80,218
Non-tax deductible items 7,509 1,580
Net gain on revaluation of investment properties (1,260) (77,934)
Share of results of associated company (2,660) (88)
Tax transparency (6,147) (3,613)
Income tax expense recognised in statement of total return 2,910 163

Earnings per unit
The basic earnings per unit is calculated by dividing the total return after tax and the weighted average number of units
during the financial year.

2008 2007

$000 $000

Total return after tax 27,468 445,490
*000 '000

Weighted average number of units in issue during the financial year 515,462 252,297
Basic earnings per unit 5.33 cents 176.57 cents

The basic earning per unit is adjusted to account for the effect of the rights issue as mentioned in Note 12.

Diluted earnings per unit is the same as the basic earnings per unit as there are no dilutive instruments in issue during
the financial year.
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Significant related party transactions

For the purposes of these financial statements, parties are considered to be related to the Trust if the Trust has the
ability, directly or indirectly, to control the party or exercise significant influence over the party in making financial and
operating decisions, or vice versa, or where the Trust and the party is subject to common significant influence. Related
parties may be individuals or entities. The Manager (K-REIT Asia Management Limited) and Property Manager (K-REIT
Asia Property Management Pte Ltd) are indirect wholly-owned subsidiaries of a substantial Unitholder of the Trust.

In the normal course of the operations of the Trust, the Manager’s management fees and the Trustee’s (RBC Dexia Trust
Services Singapore Limited as trustee of K-REIT Asia) fees have been paid to the Manager and Trustee respectively.

During the financial year, other than those disclosed elsewhere in the financial statements, there were the following
significant related party transactions, which were carried out in the normal course of business on arm’s length
commercial terms:

2008 2007
$°000 $'000
Manager’'s management fees paid/ payable to the Manager 12,967 5,302
Acquisition fee paid to the Manager - 9,415
Trustee’s fees paid/ payable to the Trustee 344 132
Property management fees and reimbursable paid/ payable to
a related company 2,597 2,171
Leasing commissions paid/ payable to a related company 1,116 925
Rental income and other related income from related companies 3,240 2,419
Acquisition of property from a related company - 938,753
Interest on revolving/bridging loan paid to a related company 15,330 1,874
Interest income received/receivable from associated company of the Trust 8,799 690

Financial risk management objectives and policies

The Trust is exposed to credit, interest rate, liquidity and operational risks in the normal course of the Trust’s business.
Assessment of financial risks is carried out regularly by the Manager. The Trust does not have exposure to movements
in foreign currency exchange rates as most of its income and major costs and operating expenses incurred are in
Singapore dollars which is also its functional currency.

The Manager believes that good risk management practices and strong internal controls are critical components to
K-REIT Asia’s business. As such, the Manager reviews K-REIT Asia’s risks constantly and pro-actively carries out
initiatives to mitigate them. Some of the key risks that the Manager has identified are as follows:

(a) Credit risk
Credit risk is the potential financial loss resulting from the failure of a customer or a counterparty to settle its
financial and contractual obligations to the Trust as and when they fall due.

Prior to signing any major lease agreements, credit assessments on the prospective tenants will be carried out.
This is usually done by way of evaluating information from corporate searches. In addition, security deposits as
a multiple of monthly rents are also collected from tenants. Furthermore, the property portfolio’s tenant trade
sector mix is also actively managed to avoid excessive exposure to any one potentially volatile trade sector.

The Manager has ensured appropriate terms and/or credit controls are stipulated in the agreements to ensure
counterparty fulfil its obligations.
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Exposure to credit risk
At the balance sheet date, the Trust’s maximum exposure to credit risk is represented by the carrying amount of
each class of financial assets recognised in the balance sheet.

Credit risk concentration profile

At the balance sheet date, approximately 94.1% (2007: 81.6%) of the Trust’s trade and other receivables were
due from related companies and associated company. These amounts have been substantially collected at the
date of this report.

Financial assets that are neither past due nor impaired

Trade and other receivables and advances to associated company (non-trade) that are neither past due nor
impaired are creditworthy debtors with good payment record. Cash and cash equivalents are placed with
financial institutions with good credit rating.

(b) Interest rate risk
The Trust’s exposure to changes in interest rates relates primarily to interest-earning financial assets and
interest-bearing financial liabilities.

Interest rate risks are managed on an on-going basis through the use of appropriate term facilities and floating
positions. In addition, the interest rate environment is also closely monitored so as to identify opportunities to
refinance higher cost debt where and when appropriate.

The Trust manages interest costs using a mix of fixed and floating rate debts. The details of the interest rates
relating to the interest-earning financial assets and interest-bearing financial liabilities are disclosed in Notes 5,
8,10 and 11 respectively.

Sensitivity analysis

At the balance sheet date, if Singapore dollars interest rates had been 75 basis points lower/ higher with all
other variables constant, the Trust’s total return before tax would have been $2,556,000 (2007: $325,000)
higher/ lower, arising mainly as a result of lower/ higher interest expense on floating rate borrowings, higher/
lower interest income from short-term deposits with a financial institution and floating rate advances to the
associated company. The sensitivity analysis is unrepresentative of the interest rate risk as the balance of short-
term deposits at year end does not reflect the exposure during the year.

(c) Liquidity risk
K-REIT Asia’s cash flow position and working capital are monitored closely to ensure that there are adequate
liquid reserves in terms of cash and credit facilities to meet short term obligations. Furthermore, all essential
funding requirements are planned early in advance so as to manage cash position at any point of time more
effectively.

The table below summarises the maturity profile and financial liabilities of the Trust at the balance sheet date.

2008 2007

1 Year 1to5 1 Year 1105
or Less Years Total or Less Years Total
$°000 $°000 $’000 $'000 $'000 $'000
Trade and other payables 12,202 - 12,202 11,924 - 11,924
Security deposits 3,602 10,082 13,684 1,237 9,156 10,393
Borrowings - 577,135 577,135 942,000 189,283 1,131,283
15,804 587,217 603,021 955,161 198,439 1,153,600
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Capital management
The primary objective of the Trust’s capital management is to ensure that it maintains a healthy credit rating and
aggregate leverage ratio.

Under the Property Fund Guidelines of the CIS Code, the aggregate leverage should not exceed 35.0% of the Trust’s
deposited property. The aggregate leverage may exceed 35.0% of the Trust’s deposited property (up to a maximum

of 60.0%) only if a credit rating of the Trust from Fitch Inc., Moody’s Investor Services or Standard and Poor’s is obtained
and disclosed to the public. The Trust has been assigned a first-time corporate rating of “Baa3” on 10 December 2007
by Moody’s Investor Services. The Trust has complied with this requirement for the financial year ended 31 December
2008 and 2007.

The Trust’s capital is represented by its Unitholders’ fund as disclosed in the balance sheet. The Trust constantly
monitors capital using aggregate leverage ratio, which is total gross borrowings divided by the value of its deposited
properties. At the balance shest date, the Trust has gross borrowings totalling $581,085,000 (2007: $1,132,085,000)
and an aggregate leverage of 27.6% (2007: 53.9%).

Financial instruments

Fair values

The fair values of a financial instrument is the amount at which the instrument could be exchanged or settled between
knowledgeable and willing parties in an arm’s length transactions other than in a forced or liquidation sale.

Financial instruments whose carrying amount approximates fair value

The Manager has determined that the carrying amounts of cash and short term deposits, trade and other receivables,
trade and other payable and short-term borrowings reasonably approximate their fair values because these are mostly
short-term in nature. The carrying amount of advances to associated company reasonably approximate their fair value
because they are floating rate instruments that are repriced to market interest rates on or near the balance sheet date.

Financial instruments carried at other than fair value
Set out below is a comparison of carrying amounts and fair values of the Trust’s financial instrument that are carried in
the financial statements at other than fair values as at 31 December 2008:

Carrying Value Fair Value
$°000 $°000

Financial liabilities
Long-term borrowings (secured) 189,524 195,565
Long-term borrowings (unsecured) 387,611 394,266

The fair values of the interest-bearing liabilities are determined using discounted cash flow analysis based on the current
rates for similar types of borrowing arrangements.
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Segment reporting
The Trust’s business is investing in real estate and real estate-related assets which are predominantly used for
commercial purposes and all its existing properties are located in Singapore.

Commitments
The Trust leases out its investment properties. Non-cancellable operating lease rentals are payable as follows:

2008 2007
$°000 $000
Within 1 year 55,294 43,434
After 1 year but within 5 years 80,455 67,737
135,749 111,171
Financial ratios

2008 2007
% %

Expenses to weighted average net assets !
- including performance component of Manager’s management fees 1.1 1.27
- excluding performance component of Manager’s management fees 0.92 1.11

Portfolio turnover rate 2 -

T The annualised ratios are computed in accordance with the guidelines of Investment Management Association of Singapore. The expenses used in the

computation relate to the trust expenses, excluding property expenses, amortisation expense and borrowing costs.

2 The annualised ratio is computed based on the lesser of purchases or sales of underlying investment properties of the Trust expressed as a

percentage of weighted average net asset value.

Subsequent events
(a) Distribution to Unitholders

Subsequent to the financial year ended 31 December 2008, the Manager declared a distribution of $33,063,000

for the period from 1 July 2008 to 31 December 2008.

(b) Establishment of Medium Term Note Programme

On 19 January 2009, the Trust established a $1 billion multi-currency medium term note programme through a
newly incorporated wholly-owned subsidiary, K-REIT Asia MTN Pte. Ltd., to provide it with an additional source of

funding and greater flexibility to manage capital requirements.
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Additional Information

Interested Person Transactions
The transactions entered into with interested persons during the financial year which fall under the Listing Manual of the SGX-ST
and the CIS code are as follows:

Aggregate value of all
interested person
transactions during the
financial year under review
(excluding transaction of
less than $100,000 each)

Name of interested person $’000

Keppel Corporation and its subsidiaries or associates

- Manager’s management fees 12,967
- Property management fees and reimbursables 2,597
- Leasing commissions 1,116
- Rental and service charge income ' 1,411
- Interest on revolving loan 38,514

RBC Dexia Trust Services Singapore Limited
- Trustee’s fees 344

" The aggregate value of interested person transactions refers to the total contract sum entered into during the financial year.

Save as disclosed above, there were no additional interested person transactions (excluding transactions of less than $100,000
each) entered into during the financial year under review.

SGX-ST has granted a waiver to K-REIT Asia from Rules 905 and 906 of the SGX-ST'’s Listing Manual in relation to payments
for Manager’s management fees, payments of property management fees, reimbursements and leasing commissions to the
Property Manager in respect of payroll and related expenses as well as payments of the Trustee’s fees. Such payments are not
to be included in the aggregate value of total interested person transactions as governed by Rules 905 and 906 of the Listing
Manual. In addition, certain other interested person transactions as outlined in the Introductory Document dated 20 March 2006
are deemed to have been specifically approved by the Unitholders and are therefore not subject to Rules 905 and 906 of the
Listing Manual insofar, in respect of each such agreement, there are no subsequent change to the rates and/or basis of the fees
charged thereunder which will adversely affect K-REIT Asia.

Please also see significant related party transactions on Note 21 in the financial statements.
Subscription of K-REIT Asia Units
During the financial year ended 31 December 2008, K-REIT issued 8,615,445 new Units as payment of management fees and

396,925,192 new Units pursuant to a rights issue exercise. As at 31 December 2008, an aggregate of 652,724,165 Units were
in issue and outstanding.
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