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The Manager’s Report

DELIVERED ROBUST FINANCIAL RESULTS

Distributable income increased by 52.7% to S$120.4

million in financial year 2007 (“FY 2007”) from S$78.9

million in financial year 2006 (“FY 2006”). This

outperformance is mainly due to higher rental and car

park income in FY 2007. As a result, the FY 2007 DPU

of 8.70 cents is 18.7% above the FY 2006 DPU of 7.33

cents. This translates to a distribution yield of 3.6%

based on the closing price of S$2.44 per unit as at 31

December 2007, and 4.2% based on the closing price

of S$2.07 per unit as at 29 February 2008.

The first DPU payment of 4.23 cents for the first half of

2007 was paid to Unitholders on 28 August 2007. The

balance DPU payment of 4.47 cents for the second

half of 2007 was paid on 29 February 2008.

The Trust has consistently outperformed its forecast

DPU and delivered higher DPU year-on-year since its

listing in May 2004. The growth from FY 2004 forecast

DPU of 5.68 cents to 8.70 cents in FY 2007 was driven

by four core engines – active leasing contributed 39.3%,

accretive acquisitions contributed 33.6%, other

investments contributed 17.8% and asset enhancement

works contributed the balance 9.3%.

2007 has been a rewarding year for the Trust with strong rental growth within
the portfolio and growth due to innovative asset enhancement initiatives at
selected properties. CapitaCommercial Trust has also acquired its first property
under development known as Wilkie Edge.

Gross revenue increased by 54.2% to S$240.1 million

in FY 2007 from S$155.7 million in FY 2006. Similar to

the growth rate in gross revenue, the net property income

of the Trust rose by 51.7% to S$174.0 million in FY 2007

from S$114.7 million in FY 2006. About 80.0% of the

Trust’s net property income is contributed by Grade A

office assets like Capital Tower, 6 Battery Road, HSBC

Building as well as Raffles City, an integrated property.

CORE DRIVERS OF DPU GROWTH

FY 2007 ACTUAL DPU
8.70¢

FY 2004 FORECAST DPU
5.68¢

Asset Enhancement Works

9.3%

Acquisitions

33.6%

Active Leasing

39.3%

Other Investments

17.8%
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ABOUT 80% OF NET PROPERTY INCOME
CONTRIBUTED BY GRADE A PROPERTIES
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In FY 2007, 59.2% of the Trust’s gross rental income
(excluding turnover rent from retail space) was contributed
by the office space, 26.6% by the retail space, while the
long-term lease to the hotel operator of the two hotels
and convention centre at Raffles City contributed 14.2%.

GROWING THE PORTFOLIO

We continue to seek yield accretive acquisitions with

long-term sustainable growth and value creation

opportunities both in Singapore and strategic key cities

in Asia. These acquisitions could be direct purchases

or via listed REITs or property funds.

In Singapore

In July 2007, CapitaCommercial Trust proposed to

acquire Wilkie Edge, its first mixed-use asset under

development, from CapitaLand Selegie Private Limited

(“CapitaLand Selegie”). Unitholders approved the

transaction at an extraordinary general meeting convened

on 23 November 2007.

Following that, we acquired Wilkie Edge’s office and

retail components for a total purchase consideration of

S$182.7 million. Although the development is expected

to be completed by the fourth quarter of 2008, we have

secured lease commitments of about 50% of the office

space as at end-January 2008.

In Malaysia
We have adopted a strategy to grow through a Malaysia-
listed commercial REIT, Quill Capita Trust, which has
doubled its portfolio size to RM549.0 million (S$240.8
million) from RM276.0 million (S$121.1 million) at its initial
public offering on 8 January 2007. In September 2007,
we divested Wisma Technip, which the Trust had owned
through junior bonds under an asset securitisation
scheme, to Quill Capita Trust to faciliate its growth.

In January 2008, Quill Capita Trust announced the
proposed acquisition of three properties located in
Kuala Lumpur and Cyberjaya, for a total purchase
consideration of RM94.5 million (S$41.4 million). They
are assets with long term leases to multinational firms
like HSBC, DHL and IBM.  Expected to be completed

by the second quarter of 2008, the three acquisitions

will bring Quill Capita Trust’s portfolio size to RM643.0

million (S$282.0 million).

QUALITY OFFICE SPACE  –  KEY GROWTH DRIVER
OF GROSS RENTAL INCOME

Office
59.2%

Retail
26.6%

Hotels and
Convention Centre

14.2%
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Value Creation Potential

Given Market Street Car Park’s excellent location, the

Manager is enhancing its value potential, as Outline

Planning Permission (“OPP”) has been obtained for its

redevelopment into a premium Grade A office building.

The grant of OPP was, however, subject to certain

conditions including the approval to rezone the site from

“Transport Facilities” to “Commercial” use. The land

use restriction will be lifted only if the Trust pays 100.0%

of enhancement in land value as assessed by the Chief

Valuer in a spot valuation; and there will be no extension

of the existing land lease. The balance term of the land

lease is 65 years.

The decision to proceed with the project is subject to

its financial viability. We plan to commence redeveloping

Market Street Car Park from late 2008/early 2009 if the

project is considered viable after we have completed

a full assessment.

The estimated redevelopment cost of Market Street

Car Park is at present prices in the range of

approximately S$1.0 billion to S$1.5 billion (including

land, development premium, construction and other

related costs). Hence, if we deem it viable, the Trust

will have to seek an appropriate funding structure and

obtain the necessary approvals, including Unitholders’

approval to proceed with the redevelopment.

ENHANCING VALUE OF ASSETS

We are always seeking opportunities to sustain and

improve returns from existing properties through

selective repositioning and implementing asset

enhancement initiatives. These initatives will generate

rental upside and eventually deliver greater value

to Unitholders.

At Raffles City, in collaboration with the manager of

CapitaMall Trust, we added about 41,000 sq ft of retail

space under the Phase 1 asset enhancement works

which began in April 2007. A three-storey island podium

and other reconfigured retail space on level one were

opened in December 2007, in time for Christmas, while

the additional retail shops created in the Raffles

Marketplace at  basement one of Raffles City will

commence business in first quarter of 2008. With capital

expenditure of S$62.4 million, and an incremental net

property income of S$7.6 million per annum, this

enhancement achieved a return on investment of 12.2%.

MANAGING THE PROPERTIES
As the portfolio enjoys close to full occupancy, we have
been proactively managing the tenancy mix. We will
continue to further strengthen tenant relationships
through “customer care” programme. This will contribute
towards maintaining our high occupancy levels and
minimise loss in rental income and costs related to
marketing and leasing space to new tenants.

HEALTHY RENTAL RATE COMMITMENTS
New leases and renewals in the Trust’s office properties
were committed at rental rates surpassing the preceding
rents by 130.8% and 36.8% respectively. Compared
to our forecast assumed in the circular dated 5
November 2007 (the “Circular Forecast”), the committed
rental rates of the new leases and renewals were above
those forecast by 99.9% and 16.5% respectively.
Singapore’s Grade A office rents and prime office rents
have risen by 96.5% and 92.4% respectively, on a
year-on-year basis.

For the retail portfolio, the new leases and renewals
were committed at rental rates 54.5% and 15.1%
higher than preceding rents, and 12.1% and 2.2%
above our Circular Forecast.
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OFFICE RENTALS COMMITTED FOR RENEWALS
AND NEW LEASES (FY 2007)
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RETAIL RENTALS COMMITTED FOR RENEWALS
AND NEW LEASES (FY 2007)
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Specifically for Raffles City, the rental rates committed for Raffles City Tower exceeded the preceding rents and
Circular Forecast rents by 77.4% and 60.0% respectively. The rental rates of the Raffles City Shopping Centre
were above the preceding rents and Circular Forecast rents by 20.8% and 4.0% respectively.

RAFFLES CITY - COMMITTED RENEWALS AND NEW LEASES (FY 2007)

Increase in Rental vs. Committed
Renewed/New Leases Circular Preceding Occupancy as at  

(%) of portfoilo  Forecast Rents Rents 31 Dec 2007

Raffles City Tower 11,748 sq m (17.0%) 60.0% 77.4% 98.7%

Raffles City Shopping Centre 13,542 sq m (19.6%) 4.0% 20.8% 100.0%

Weighted Average 25,290 sq m (36.6%) 11.9% 36.9% 99.3%

BALANCED LEASE EXPIRY PROFILE

Our objective is to maintain a balanced lease expiry

profile that offers stable rental growth while diversifying

the risk of tenants’ lease expiry. With 30.0% and 21.8%

of office leases by office gross rental income expiring

in 2008 and 2009 respectively, the office portfolio will

have further rental upside over the next two years in

view of the limited supply of office space in Singapore.

In addition, rental upside can be achieved from the rent

review of a major tenant in 2008. This long term lease,

with a rent review every three years, expires in January

2020, and accounts for 5.1% of the office gross rental

income (3.1% of the portfolio gross rental income).
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2008 & 2009 – ABOUT 50% OF OFFICE LEASES
UP FOR RENEWAL (OFFICE LEASE EXPIRY
PROFILE BY % OF GROSS RENTAL INCOME AS
AT 31 DECEMBER 2007)

BALANCED PORTFOLIO LEASE EXPIRY PROFILE BY
% OF GROSS RENTAL INCOME (EXCLUDING
TURNOVER RENT) AS AT 31 DECEMBER 2007
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Beyond
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ALMOST 100% COMMITTED OCCUPANCY

The portfolio continued to enjoy close to 100% committed

occupancy. This surpassed the 2007 island-wide

occupancy rate of 92.7% recorded by the Urban

Redevelopment Authority of Singapore (“URA”).

PORTFOLIO OCCUPANCY RATES CLOSE TO 100%
AS AT 31 DECEMBER 2007

URA 4Q 2007

92.7%

Committed

99.6%

QUALITY AND DIVERSIFIED TENANTS

Our strategically located properties and good asset

management have attracted quality tenants with good

credit standing from different trade mix. The top ten

tenants of CapitaCommercial Trust’s portfolio contributed

to 48.6% of its gross rental income (excluding turnover

rent) as at 31 December 2007.

For tenants who have signed more than one tenancy,

multiple lease expiry dates are disclosed in the “Top 10

Tenants” table. As at 29 February 2008, all leases

expiring in January and February 2008 have been

renewed, except for one of the leases with RC Hotels

(Pte) Ltd (“RC Hotels”) which expired in February 2008.

This space has been replaced by another tenant.
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PORTFOLIO TOP 10 TENANTS COMMITTED AS AT 31 DECEMBER 2007

TENANT LEASE EXPIRY DATES % OF GROSS
RENTAL INCOME

RC Hotels (Pte) Ltd Dec 2007, Feb 2008, Jul 2008, 14.4%
Jun 2010, Jul 2010, Nov 2016

Government of Singapore Investment Jan 2008 6.0%
Corporation Private Limited

Standard Chartered Bank Jan 2008, Oct 2009, Dec 2009, 5.5%
Feb 2010, Oct 2010, Jan 2020

Robinson & Company (Singapore) Private Limited Mar 2010 5.1%
The Hongkong and Shanghai Banking Apr 2012 4.1%
Corporation Limited

JPMorgan Chase Bank, N.A. Dec 2010 3.6%

Economic Development Board Feb 2008, Jun 2009 3.1%

CapitaLand Group Jun 2008, Jul 2009, Jan 2010 2.3%

Nomura Singapore Limited May 2008, Nov 2011 2.2%

Cisco Systems (USA) Pte. Ltd. Feb 2010 2.2%

Top 10 Tenants 48.6%

Other Tenants 51.4%

Total 100.0%

The top tenant, RC Hotels is a hotel operator of the Swiss tel and Fairmont Hotel at Raffles City.  Contributing
about 14.4% to the portfolio’s gross rental income, the lease to RC Hotels is due to expire in November 2016,
with a rent review in November 2011.

In terms of tenants’ trade mix, the office and the retail portfolio of the Trust have diverse exposure to the different
business sectors.

OFFICE TENANT BUSINESS SECTOR ANALYSIS
BY MONTHLY OFFICE GROSS RENTAL INCOME
AS AT 31 DECEMBER 2007
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2.0%
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41.1%Car Park

Income
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3.0%
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Real Estate &
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6.4%
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RETAIL TENANT BUSINESS SECTOR ANALYSIS
BY MONTHLY RETAIL GROSS RENTAL INCOME
(EXCLUDING TURNOVER RENT)
AS AT 31 DECEMBER 2007
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GOING GREEN

We aim to ensure that the Trust’s portfolio of properties

will be environmentally sustainable. We have and will

continue to put in measures to reduce the consumption

of energy and water in the properties. The property

manager is part of CapitaLand, the first Singapore real

estate company to be awarded ISO 14000 certification

for environmental management systems in Singapore.

Capital Tower has maintained its Green Mark Gold

award and four other properties have been certified

Green Mark by BCA in 2007. The four properties are:

HSBC Building, Raffles City, Golden Shoe Car Park and

Market Street Car Park.

INCREASING ASSET VALUE

The Trust’s adjusted net asset value (“NAV”) per Unit

(excluding the distributable income to Unitholders),

registered a significant increase of 50.5% to S$2.80 as

at 31 December 2007 from S$1.86 as at 31 December

2006. This is due to a S$1.3 billion fair value gain on

revaluation of its investment properties on the back of

strong rental growth in the Singapore office market.

The Trust’s total asset size is now S$5.3 billion, on track

to achieve its target asset size of S$6.0 billion by 2009.

PRUDENT CAPITAL AND RISK MANAGEMENT

We focus on prudent capital and financial risk

management as it forms a solid foundation that allows

the Trust to deliver consistent performance. Our strategy

involves adopting and maintaining an optimal gearing

level and adopting an active management of risks

associated with changes in interest rates and capital

market conditions, while ensuring that the ongoing cost

of debt remains competitive.

Low Gearing of 23.9%

The Trust’s total borrowings as at 31 December 2007

was S$1,261.7 million, representing a gearing of 23.9%,

one of the lowest amongst the Singapore REITs (“S-

REITs”). The total borrowings comprised:

a S$580.0 million five-year credit facility granted by

Silver Loft Investment Corporation Limited, a special

purpose company.

 S$519.6 million, which is the Trust’s 60.0% share 

of S$866.0 million drawn down by RCS Trust. RCS

Trust has a S$1,030.0 million five-year credit facility

with Silver Oak Ltd, a special purpose company.  

The facility comprises a S$866.0 million term loan 

and a S$164.0 million revolving credit facility.

S$86.1 million, for the funding of acquisition, 

investments and asset enhancement initiatives made

by the Trust. This amount has been drawn down as

at 31 December 2007, from CapitaCommercial 

Trust’s S$255.0 million of unsecured credit facilities.

S$76.0 million one-year term loan drawn down to 

finance the purchase of HSBC Building.

The average cost of debt of the Trust is 3.9% per

annum, with a healthy interest service coverage ratio

of 3.3 times. The weighted average maturity of the

borrowings is 3.3 years. The Trust has maintained a

corporate rating of “A3” by Moody’s and the low gearing

of 23.9% gives it significant debt capacity for growth.
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A S$1.0 billion unsecured MTN Programme was

established in November 2007, through a special

purpose vehicle, CCT MTN Pte. Ltd. We intend to use

the proceeds from the issue of notes under the MTN

Programme to finance investments, acquisitions, asset

enhancement works, refinance borrowings and general

working capital.

Low Refinancing and Interest Rate Exposure

While only 12.8% (S$162.1 million) of CapitaCommercial

Trust’s total borrowings mature in 2008, we have

already refinanced S$100.0 million (8.0% of the

Trust’s total borrowings), at a competitive interest rate

of 3.15% per annum for three years, expiring in January

2011. The balance 46.0% and 41.2% will mature in

2009 and 2011 respectively.

AS AT 31 DECEMBER 2007

“A3” Rating by Moody’s

TOTAL DEBT S$1,261.7 m

GEARING 23.9%

INTEREST COVERAGE 3.3 times

AVERAGE COST OF DEBT 3.9% per annum

AVERAGE TERM TO EXPIRY 3.3 years

WELL SPREAD DEBT MATURITY PROFILE
(AS AT 31 DECEMBER 2007)

FY 2008

12.8%

46.0%

0.0%

41.2%

FY 2009 FY 2010 FY 2011

Interest rate exposure risk is also minimal with our active

capital and liquidity management strategy. 86.1% of

the borrowings are on fixed interest rates and the

average term to expiry is 3.3 years.

RISK MANAGEMENT

Operational Risk

Operational risk, which is inherent in all business activities,

is the risk of loss resulting from inadequate or failed

internal processes, people and systems, or from external

events. To mitigate and manage the operational risk,

we have put in place operating manuals, standard

operating procedures, financial authority limits and

regular reporting and monitoring procedures involving

the executive committee and Board of Directors.

86.1% OF THE TRUST’S BORROWINGS ARE ON
FIXED INTEREST RATES
(AS AT 31 DECEMBER 2007)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

86.1%

72.1% 72.1%

29.3% 29.3%
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Investment Risk

We have adopted a rigorous and disciplined investment

evaluation process to manage investment risk. All

proposals are subject to scrutiny to ensure they meet

the relevant investment criteria including location and

building specifications, tenant quality, yield accretion,

internal rate of return, growth opportunity and

sustainability.

Credit Risk

Credit risk is the potential financial loss resulting from

the failure of a tenant or a counterparty to settle its

financial and contractual obligations. We have

established credit limits for tenants and monitor their

balances on an ongoing basis. Credit evaluations are

performed before lease agreements are entered into

with tenants, and they are required to pay a security

deposit, determined as a multiple of the monthly rent

either in the form of cash, banker’s guarantees or other

guarantees. In addition, each tenant’s continued credit

standing is closely monitored.

Interest Rate Risk

Interest rate risk is managed on an ongoing basis with

the primary objective of limiting the extent to which net

interest expense could be affected by adverse

movements in interest rates. Where appropriate, interest

rate swaps have been entered into to provide an

economic hedge to the Trust’s exposure to interest rate

risk. As at 31 December 2007, this risk is minimal as

86.1% of the Trust’s borrowings are on fixed rates.

Currency Risk

The Trust has outlined overseas expansion as one of

its investment strategies. As at 31 December 2007,

only 1.3% of our total assets is in Malaysia. Going

forward, to hedge the currency risk associated with its

overseas assets, we may adopt currency risk

management strategies like foreign currency swaps to

hedge the foreign currency income received from the

offshore assets.

Liquidity Risk

We monitor and maintain an adequate level of cash and

cash equivalents to finance the Trust’s operations. In

addition, we monitor and adhere to the Code on

Collective Investment Schemes (“CIS Code”) issued by

the Monetary Authority of Singapore (“MAS”) concerning

limits on total borrowings.

We will continue to manage our strategies for organic

growth within the portfolio as well as accretive

acquisitions and prudent capital management to enable

the Trust to be well positioned, and ready for any

opportunities that will bring it to the next level of growth.




