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CORPORATE
GOVERNANCE
Pursuant to Chapter 8.38 of Bursa Malaysia’s Listing Requirements (the “LR”), a REIT is exempted from having to comply with
Chapter 15- Corporate Governance (except for paragraphs 15.03 and 15.06-15.09).

Notwithstanding the above, the Board of the Manager (“the Board”) feels that it is in the best interest of Hektar REIT’s Unitholders
to be made aware of certain provisions under the Malaysian Code of Corporate Governance (“the Code”) that have been adopted
by the Manager.

The management of Hektar REIT is governed by a Trust Deed executed on 5 October 2006 between the Manager and the Trustee
(“the Deed”). The Deed, inter alia, details out the roles, duties, obligations and power of the Manager and the Trustee. Essentially,
the Trustee and the Manager play countervailing roles against each other to ensure that the REIT is managed with efficiency and
integrity.

The Board views corporate governance in four key concepts:

1. Good performance
2. Accountability
3. Transparency
4. Integrity

The Board has the responsibility to ensure that the abovementioned concepts were rigorously observed throughout the thirteen
(13) month period ending 31 December 2007. In formulating the corporate governance framework, the Manager applied the
principles and best practices as set out in Parts 1 and 2 respectively of the Code and Bursa Malaysia’s LR.

THE BOARD OF DIRECTORS

The Board is responsible for the overall corporate governance of Hektar REIT, including its strategic direction, establishing goals for
management and monitoring the achievement of these goals. The role and function of the Board, as well as the differing roles of
the Executive Directors and Non-Executive Directors, are clearly documented in the Operations Manual.

BOARD MEETINGS

The Board ordinarily meets at least four (4) times a year with additional meetings convened when urgent and important decisions
need to be taken between the scheduled meetings. During the thirteen (13) month financial period ending 31 December 2007, the
Board met on four (4) occasions, where it deliberated upon and considered a variety of matters including Hektar REIT’s financial
results and strategic and major investment decisions.

The Board receives documents on matters requiring its consideration prior to and in advance of each meeting. The Board papers
are comprehensive and encompass both qualitative and quantitative factors so that informed decisions can be made. All
proceedings from the Board meetings are minuted.

All five (5) directors attended all four (4) meetings held for the thirteen (13) month financial period ending 31 December 2007.

BOARD BALANCE 

As at the date of this statement, the Board consists of five (5) members, comprising one (1) Executive Chairman, one (1) Executive
Director, one (1) Non-Executive, Non-Independent Director and two (2) Independent Non-Executive Directors. 40% of Directors are
considered Independent which complies and exceeds the Directors’ independence requirements set out under paragraph 15.02 of
Bursa Malaysia’s LR which requires that at least one-third (1/3) of the Board to be Independent Directors. A brief profile of each
Director is presented on pages 28 and 29 of this annual report.

The concept of independence adopted by the Board is in tandem with the definition of an Independent Director in Section 1.01 of
Bursa Malaysia’s LR.
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The Directors, with their different backgrounds and specializations, collectively bring with them a wide range of experience and
expertise in areas such as strategy, finance, corporate affairs, legal, marketing and operations. The Executive Directors are
responsible for implementing policies and decisions of the Board, overseeing operations as well as coordinating the development
and implementation of business and corporate strategies. The Independent Directors bring objective and independent judgment
to the decision making of the Board and provide a review and challenge on the performance of management. As such, there is
proper balance in the Board because of the presence of Independent Directors of the caliber necessary to carry sufficient weight
in Board decisions.

The Board is satisfied that the current Board composition fairly reflects the interest of Hektar REIT’s minority Unitholders.

DIRECTOR’S TRAINING

In line with the best practices of the Code and Bursa Malaysia’s LR, all Directors have attended the Management Accreditation
Programme. Directors are also encouraged to keep abreast of changes and new developments.

SUPPLY OF INFORMATION

The Board recognizes that the decision making process is highly dependent on the quality of information furnished. As such, all
Directors have full and unrestricted access to any information pertaining to Hektar REIT.

All Directors have access to the advice and services of the Company Secretaries, who ensure that the Board receives appropriate
and timely information for its decision-making, that Board procedures are followed and the statutory and regulatory requirements
are met. The Secretary also assists the Chairman in ensuring that all Directors are properly briefed on issues arising at Board
meetings. The Board believes that the current Company Secretaries are capable of carrying out his/her duties to ensure the
effective functioning of the Board while the terms of appointment permit their removal and appointment on by the Board as a
whole.

UNITHOLDERS

The Manager recognizes the importance of being accountable to investors of Hektar REIT and as such maintain an active and
constructive communication policy that enables the Board and Management to communicate effectively with Hektar REIT’s
investors, stakeholders and public generally. This is achieved principally through quarterly reports, interim reports and annual
reports.

The Manager also holds periodic briefings for fund managers, analysts and institutional investors. Press conferences are held when
required, to brief members of the media on Hektar REIT’s strategic direction, performance and key events.

While the Manager endeavours to provide as much information possible to Hektar REIT’s Unitholders, it is mindful of the legal and
regulatory frameworks governing the release of material and price-sensitive information.

FINANCIAL REPORTING

It is the Board’s commitment to provide a balanced and meaningful assessment of Hektar REIT’s financial performance and
prospects at the end of the financial year, primarily through annual financial statements, quarterly and half yearly announcements
of results to Unitholders as well as the Chairman’s statement in the annual report.

DIRECTORS’ RESPONSIBILITY STATEMENT IN RESPECT OF THE PREPARATION OF THE AUDITED FINANCIAL STATEMENTS

The Board is responsible for ensuring that the financial statements give a true and fair view of the state of affairs of Hektar REIT as
at the end of the accounting period and of their profit & loss and cash flows for the period ended. In preparing the financial
statements, the Directors ensured that applicable approved accounting standards issued by the Malaysian Accounting Standards
Board and the provisions of the Companies Act, 1965 have been applied.

In preparing the financial statements, the Directors have selected and applied consistently suitable accounting policies and made
reasonable and prudent judgments and estimates. The Directors also have a general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of Hektar REIT and to prevent and detect fraud and other irregularities.
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STATEMENT ON INTERNAL CONTROL

The Board acknowledges its responsibilities for maintaining sound internal control systems to safeguard Unitholders’ interest and
Hektar REIT’s assets and for reviewing the adequacy and integrity of these systems. Due to the limitations that are inherent in any
system of internal control, the system currently employed is designed to manage, rather than eliminate, the risk of failure to achieve
corporate objectives. Accordingly, it can only provide reasonable but not absolute assurance against material misstatement or loss.

The Board has put in place an organizational structure with formally defined lines of responsibility and delegation of authority. A
process of hierarchical reporting has been established which provide for a documented and auditable trail of accountability. The
procedures include the establishment of limits of authority coupled with the publication of an Employees Handbook. There are
also established procedures for planning, capital expenditure and for monitoring Hektar REIT’s business and performance.

These procedures provide for continuous assurance to be given at increasingly higher levels of management, and finally, the Board.

The Chairman & Chief Executive Officer reports to the Board on significant changes in the business and external environment. The
Chief Financial Officer provides the Board with quarterly financial information, which includes key financial indicators. This
includes,among others, the monitoring of results against budget,with variances being followed up and management action taken,
where necessary.

To further improve its system of internal controls, the Board has engaged KPMG Business Advisory Sdn Bhd to perform a gap
analysis on its existing controls, and recommend measures to strengthen the current system. In addition, KPMG is also tasked to
establish a risk management framework for adoption in 2008, as well as perform internal audit services.
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CORPORATE
ORGANISATION
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CORPORATE
DIRECTORY

MANAGER

Hektar Asset Management Sdn Bhd 
(Company No. 732261-T)

Manager’s Principal Place of Business
Block A-2-4, Plaza Damas
No. 60 Jalan Sri Hartamas 1
Sri Hartamas
50480 Kuala Lumpur
Tel : 03-6201 1011 
Fax : 03-6201 0012

Manager’s Registered Office 
Unit 419, Block A
Kelana Business Centre
No. 97, Jalan SS 7/2
Kelana Jaya
47301 Petaling Jaya
Selangor

BOARD OF DIRECTORS OF THE MANAGER 

Dato’ Jaafar Bin Abdul Hamid
Chairman & Chief Executive Officer 

Zalila Binti Mohd Toon
Executive Director & Chief Financial Officer

Dato’ Syed Amin Aljeffri
Independent Non-Executive Director 

Dato’ Robert Lim Git Hooi
Independent Non-Executive Director 

Shahril Kassim
Non-Executive Director 

JOINT COMPANY SECRETARIES OF THE MANAGER 

Muhammad Hafidz Bin Nuruddin 
(MAICSA 7005820) 

Lim Seck Wah 
(MAICSA 0799845)

TRUSTEE

AmTrustee Berhad
(Company No. 163032-V)
(a member of AmInvestment Group Berhad)
17th Floor, Bangunan Ambank 
55 Jalan Raja Chulan
50200 Kuala Lumpur 

PROPERTY MANAGER 

Izrin & Tan Properties Sdn Bhd 
(Company No. 602338-K)
1-1 Jalan 5/76B
Desa Pandan
55100 Kuala Lumpur 

PRINCIPAL BANKER OF THE FUND 

Malayan Banking Berhad 
(Company No. 3813-K)
Menara Maybank 
100 Jalan Tun Perak 
50050 Kuala Lumpur 

AUDITOR

SJ Grant Thornton (AF : 0737)
Level 11 Faber Imperial Court
Jalan Sultan Ismail
P.O. Box 12337 
50774 Kuala Lumpur 

TAX AGENT

SJ Grant Thornton (AF : 0737)
Level 11 Faber Imperial Court
Jalan Sultan Ismail
P.O. Box 12337 
50774 Kuala Lumpur 

REGISTRAR 

Mega Corporate Services Sdn Bhd 
(Company No. 187984-H)
Level 15-2 Faber Imperial Court
Jalan Sultan Ismail
P.O. Box 12337 
50774 Kuala Lumpur 

STOCK EXCHANGE LISTING

BURSA MALAYSIA MAIN BOARD
STOCK CODE: HEKTAR 5121
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STATEMENT BY 
THE MANAGER
In the opinion of the Directors of Hektar Asset Management Sdn. Bhd., the financial statements set out on pages 42 to 60 are drawn
up in accordance with the provisions of the Deed dated 5 October 2006, Securities Commission Act, 1993, Securities Commission’s
Guidelines on Real Estate Investment Trusts and applicable MASB Approved Accounting Standards in Malaysia for Entities Other
Than Private Entities so as to give a true and fair view of the state of affairs of Hektar Real Estate Investment Trust (“Hektar REIT”) as
at 31 December 2007 and of the results and cash flows of Hektar REIT for the financial period from 5 October 2006 (date of
establishment) to 31 December 2007.

Signed on behalf of the Board of the Directors of the Manager in accordance with a resolution of the Board of Directors dated
1 February 2008.

Signed on behalf of the Board
of Directors of the Manager

DATO’ JAAFAR BIN ABDUL HAMID

ZALILA BINTI MOHD TOON

Kuala Lumpur
4 February 2008
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STATUTORY
DECLARATION
I, Zalila Binti Mohd Toon, being the Director of Hektar Asset Management Sdn. Bhd. primarily responsible for the financial
management of Hektar Real Estate Investment Trust, do solemnly and sincerely declare that to the best of my knowledge and
belief, the financial statements set out on pages 42 to 60 are correct and I make this solemn declaration conscientiously believing
the same to be true and by virtue of the provisions of the Statutory Declarations Act, 1960.

ZALILA BINTI MOHD TOON

Subscribed and solemnly declared by the 
abovenamed at Kuala Lumpur in
the Federal Territory this day of 4 February 2008

Before me:

T THANDONEE  RAJAGOPAL (W 228)
Commissioner for Oaths

Kuala Lumpur
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REPORT OF 
THE TRUSTEE 
TO THE UNITHOLDERS OF HEKTAR REAL ESTATE INVESTMENT TRUST (Established in Malaysia)

We have acted as Trustee of Hektar Real Estate Investment Trust (“Hektar REIT”) for the financial period ended 31 December 2007.
In our opinion and to the best of our knowledge, Hektar Asset Management Sdn. Bhd., the Manager has managed Hektar REIT in
accordance with the limitation imposed on the investment powers of the Manager and the Trustee under the Deed dated 5
October 2006 (“the Deed”), the Securities Commission’s Guidelines on Real Estate Investment Trusts, the Securities Commission Act,
1993 and other applicable laws during the financial period ended 31 December 2007.

We have also ensured the following:-

(a) the procedures and processes employed by the Manager to value and price the units of Hektar REIT are adequate and that such
valuation/pricing is carried out in accordance with the Deed and other regulatory requirements; and

(b) the creation of units are carried out in accordance with the Deed and other regulatory requirements.

We confirm that the recommended gross income distribution of 10.71 sen per unit for the financial period ended 31 December
2007 is in line with and is reflective of the objective of Hektar REIT.

For and on behalf of the Trustee,
AmTrustee Berhad

RAJA AMIR SHAH BIN RAJA ABDUL AZIZ
Chief Executive Officer

Kuala Lumpur
4 February 2008
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REPORT OF 
THE AUDITORS
TO THE UNITHOLDERS OF HEKTAR REAL ESTATE INVESTMENT TRUST (Established in Malaysia)

We have audited the financial statements set out on pages 42 to 60.

These financial statements are the responsibility of the Directors of Hektar Asset Management Sdn. Bhd., the Manager of Hektar
Real Estate Investment Trust.

It is our responsibility to form an independent opinion, based on our audit, on these financial statements and to report our opinion
to you, as a body, in accordance with the Securities Commission’s Guidelines on Real Estate Investment Trusts and for no other
purposes.We do not assume responsibility towards any other person for the content of this report.

We conducted our audit in accordance with applicable Approved Standards on Auditing in Malaysia. These standards require that
we plan and perform the audit to obtain all the information and explanations, which we consider necessary to provide us with
sufficient evidence to give reasonable assurance that the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements. An audit includes an
assessment of the accounting principles used and significant estimates made by the Directors of the Manager, as well as evaluating
the overall financial statements presentation.We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements have been properly drawn up in accordance with the provisions of the Deed dated 5
October 2006, the Securities Commission Act, 1993, Securities Commission’s Guidelines on Real Estate Investment Trusts and
applicable MASB Approved Accounting Standards in Malaysia for Entities Other Than Private Entities so as to give a true and fair
view of the state of affairs of Hektar Real Estate Investment Trust  as at 31 December 2007 and of the results and cash flows for the
financial period from 5 October 2006 (date of establishment) to 31 December 2007 of Hektar Real Estate Investment Trust.

SJ GRANT THORNTON
(NO. AF : 0737)
CHARTERED ACCOUNTANTS

DATO’ N.K. JASANI
CHARTERED ACCOUNTANT
(NO: 708/03/08(J/PH))
PARTNER

Kuala Lumpur
4 February 2008
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Note 2007
RM

UNITHOLDERS’ CAPITAL 4 328,136,711 
UNDISTRIBUTED INCOME-REALISED 2,410,276 
UNDISTRIBUTED INCOME-UNREALISED 43,841,617 

Total Unitholders’ funds 374,388,604 

Represented by:-

ASSETS

Investment properties 5 559,400,000 
Capital work in progress 2,755,559 
Fixed deposit with a licensed bank 6 1,278,529 
Trade receivables 7 915,562 
Other receivables, deposits and prepayments 8 5,350,886 
Cash and bank balances 18,096,940 

Total assets 587,797,476

LIABILITIES

Trade payables 134,968 
Other payables and accruals 9 18,041,869 
Provision for income distribution 10 11,232,035 
Borrowings 11 184,000,000 

Total liabilities 213,408,872 

NET ASSET VALUE (“NAV”) 374,388,604 

Number of Units of circulation 320,001,000 

Net asset value (“NAV”) per unit (RM)
- before income distribution 1.28 
- after income distribution 1.17 

The accompanying notes form an integral part of the financial statements.
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BALANCE
SHEET As at 31 December 2007



Note 5.10.2006
to 31.12.2007

RM

Gross revenue 12 78,330,975 
Property expenses 13 (29,052,074)

Net rental income 49,278,901 

Interest income 121,858 
Fair value adjustment on investment properties 43,841,617 
Other income 1,500 

Total income 93,243,876 

Manager’s fees 14 3,258,055 
Trustee’s fee 15 128,118 
Audit fees 40,000 
Tax agent’s fees 10,000 
Valuation fees 60,000 
Professional fees 600,965 
Allowance for doubtful debts 79,844 
Administration expenses 218,085 
Interest expenses 8,324,809 

Total expenses 12,719,876 

Net income before taxation 80,524,000
Taxation 16 – 

Net income for the financial period 80,524,000

Net income for the financial period is made up as follows:-
Realised 36,682,383 
Unrealised - Fair value adjustment on investment properties 43,841,617

80,524,000 

Earnings per unit (sen) 25.16 
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INCOME
STATEMENT For the financial period from 5 October 2006 

(date of establishment) to 31 December 2007
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Note 5.10.2006
to 31.12.2007

RM

Earnings per unit 17
- After Manager’s fees (sen) 25.16 
- Before Manager’s fees (sen) 26.18 

Net income distribution 18
- Interim distribution of 2.4 sen paid on 17  May 2007 7,680,024 
- Interim distribution of 2.4 sen paid on 30 August 2007 7,680,024 
- Interim distribution of 2.4 sen paid on 30 November 2007 7,680,024 
- Proposed final distribution of 3.51 sen payable on 4 March 2008 11,232,035

34,272,107 

Interim income distribution per unit
- Gross (sen) 7.20 
- Net (sen)* 7.20 

Final income distribution per unit
- Gross (sen) 3.51 
- Net (sen)* 3.51 

* Withholding tax will be deducted for distributions made to the following types of Unitholders:-

Resident individual Withholding tax at 15%
Non-resident individual Withholding tax at 15%
Resident institutional investors Withholding tax at 20%
Non-resident institutional investors Withholding tax at 20%
Non-resident companies Withholding tax at 27%

The accompanying notes form an integral part of the financial statements.
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Total
Unitholders’ Undistributed income Unitholders’

capital Realised Unrealised fund
RM RM RM RM

Balance at date of establishment 1,000 – – 1,000 

Operations for the financial period 
ended 31 December 2007
- Net income for the financial period – 36,682,383 43,841,617 80,524,000 

Increase in net assets resulting from operations 1,000 36,682,383 43,841,617 80,525,000 

Unitholders’ transactions

Creation of units 336,585,000 – – 336,585,000 

Distribution to Unitholders – (34,272,107) – (34,272,107)

Listing expenses (Note 19) (8,449,289) – – (8,449,289)

Increase in net assets resulting from 
Unitholders’ transactions 328,135,711 (34,272,107) – 293,863,604 

Balance at 31 December 2007 328,136,711 2,410,276 43,841,617 374,388,604 

The accompanying notes form an integral part of the financial statements.

STATEMENT OF CHANGES
IN NET ASSET VALUE
For the financial period from 5 October 2006 (date of establishment) to 31 December 2007
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5.10.2006
to 31.12.2007

RM

CASH FLOWS FROM OPERATING ACTIVITIES

Net income before taxation 80,524,000 

Adjustments for:-
Fair value adjustment on investment properties (43,841,617)
Interest expenses 8,324,809 
Interest income (121,858)
Allowance for doubtful debts 79,844

Operating income before working capital changes:- 44,965,178

Payables (6,346,292)
Receivables 18,176,837 

Cash generated from operations 56,795,723 

Interest paid (8,324,809)
Interest received 121,858 

Net cash generated from operating activities 48,592,772 

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of investment properties (351,500,000)
Expenditure for enhancement of investment properties incurred (3,558,383)
Expenditure for refurbishment of investment properties incurred (2,755,559)
Placement of fixed deposit (1,278,529)

Net cash used in investing activities (359,092,471)

CASH FLOW
STATEMENT for the financial period from 5 October 2006 

(date of establishment) to 31 December 2007
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5.10.2006
to 31.12.2007

RM

CASH FLOWS FROM FINANCING ACTIVITIES

Proceed from issuance of Units 176,085,000 
Drawdown of borrowings 184,000,000 
Distribution to Unitholders (23,040,072)
Listing expenses (8,449,289)

Net cash generated from financing activities 328,595,639 

CASH AND CASH EQUIVALENTS

Net changes 18,095,940 
At date of establishment 1,000 

At end of financial period 18,096,940 

Cash and cash equivalents

Cash and cash equivalents included in the cash flow statement comprise the following balance sheet amounts:-

5.10.2006
to 31.12.2007

RM

Cash and bank balances 18,096,940 

The accompanying notes form an integral part of the financial statements.
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NOTES TO THE FINANCIAL
STATEMENTS as at 31 December 2007

1. GENERAL INFORMATION

Hektar Real Estate Investment Trust (“Hektar REIT”) was constituted on 5 October 2006 pursuant to a trust deed
dated 5 October 2006 (“the Deed”) between Hektar Asset Management Sdn.Bhd.(“the Manager”) and AmTrustee
Berhad (“the Trustee”).

Hektar REIT was listed on the Main Board of Bursa Malaysia Securities Berhad on 4 December 2006.

The principal activity of Hektar REIT is to acquire and invest in income-producing real-estate in Malaysia which is
primarily used for retail purposes with a view to provide Unitholders with stable distribution of income and
potential capital growth. There have been no significant changes in the nature of these activities during the
financial period.

The principal activities of the Manager consist of managing and administering the Fund for Hektar REIT and other
management services. The Manager, incorporated in Malaysia is a wholly-owned subsidiary of Hektar Klasik Sdn.
Bhd.

The Manager’s registered office is located at Unit 419, Block A, Kelana Business Centre, No. 97, Jalan SS 7/2, Kelana
Jaya, 47301 Petaling Jaya, Selangor.The principal place of business of the Manager is located at Block A-2-4, Plaza
Damas, No. 60, Jalan Sri Hartamas 1, Sri Hartamas, 50480 Kuala Lumpur.

2. FINANCIAL RISK MANAGEMENT POLICIES

Hektar REIT’s financial risk management policy seeks to ensure that adequate financial resources are available for
the development of the REIT’s business whilst managing its risks. Hektar REIT operates within clearly defined
guidelines as set out in the Securities Commission’s Guidelines on Real Estate Investment Trusts (“the
Guidelines”). These Guidelines seek to provide a regulatory framework that would protect the interests of the
investing public. Hektar REIT’s risk management policies, which ensure compliance with the spirit of the
Guidelines, are set out below. It is not the Trust’s policy to engage in speculative transactions.

(a) Interest rate risk

Hektar REIT’s exposures to changes in interest rates are primarily due to interest-earning financial assets and
interest bearing financial liabilities. Interest rate risk is managed by the Manager on an ongoing basis with
the primary objective of limiting the extent to which interest expense could be affected by adverse
movement in interest rate.

(b) Credit risk

The Trust controls credit risk by the application of credit approvals, limits and monitoring procedures.

(c) Liquidity and cash flow risks

The Manager monitors and maintains a level of cash and cash equivalents deemed adequate by the
management to finance Hektar REIT’s operations and mitigate the effects of fluctuations in cash flows.

In addition, the Manager also monitors and observes the Guidelines concerning limits on total borrowing.
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3. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

The financial statements have been prepared under the historical cost convention (unless otherwise
indicated in the other significant accounting policies) and complied with the applicable provisions of the
Deed, the provisions of the Securities Commission Act 1993, the Guidelines and the applicable MASB
Approved Accounting Standard in Malaysia for Entities Other Than Private Entities.

These financial statements are presented in Ringgit Malaysia (RM), which is the Trust’s functional and
presentation currency.

The financial statements were authorised for issue by the Board of Directors of the Manager in accordance
with a resolution of the Directors on 1 February 2008.

(b) Significant accounting estimates and judgments

Estimates, assumptions concerning the future and judgments are made in the preparation of the financial
statements. They affect the application of the Trust’s accounting policies and reported amounts of assets,
liabilities, income, 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. Revisions to accounting estimates are recognised in the financial period in which
the estimate is revised and in any future financial periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amounts recognised in the
financial statements are disclosed in Note 5 to the Financial Statements.

(c) Investment properties

Investment properties consist of land and buildings held for capital appreciation or rental purpose.

Investment properties are stated at fair value, which reflects market condition at the balance sheet date.The
fair value is based on market value, which is the price at which the properties could be exchanged between
knowledgeable, willing parties in an arm length transaction. Gain or losses arising from changes in the fair
values of investment properties are included in the income statement in the financial year in which they
arise.

Investment properties are derecognised when either they are disposed of or when they are permanently
withdrawn from use and no future economic benefit is expected from the disposal. Any gain or loss on the
retirement or disposal of an investment property is recognised in the income statement in the financial year
of retirement or disposal.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(d) Capital work in progress

Capital work in progress represents refurbishment work undertaken to enhance the value of the properties
which will be transferred to investment properties upon the completion of the work.

(e) Income tax

Income tax on the profit or loss for the financial year comprises current and deferred tax. Current tax is the
expected amount of income taxes payable in respect of the taxable profit for the financial year and is
measured using the tax rates that have been enacted at the balance sheet date.

Deferred tax is provided for, using the liability method, on temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts in the financial statements. In
principle, deferred tax liabilities are recognised for all taxable temporary differences and deferred tax assets
are recognised for all deductible temporary differences, unused tax losses and unused tax credits to the
extent that it is probable that taxable profit will be available against which the deductible temporary
differences, unused tax losses and unused tax credits can be utilised.

Deferred tax is not recognised if the temporary differences arise from the initial recognition of an asset or
liability in a transaction which is not a business combination and at the time of the transaction, affects
neither accounting profit nor taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the financial period when the asset is
realised or the liability is settled, based on tax rates that have been enacted or substantively enacted at the
balance sheet date. Deferred tax is recognised in the income statements, except when it arises from a
transaction which is recognised directly in equity, in which case the deferred tax is also charged or credited
directly to equity, or when it arises from a business combination that is an acquisition, in which case the
deferred tax is included in the resulting goodwill or negative goodwill.

(f ) Receivables

Known bad debts are written off and specific provision is made to debts which are considered doubtful of
collection.

(g) Payables

Payables are stated at cost which is the fair value of the consideration to be paid in the future for goods and
services received.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(h) Provision for liabilities

Provisions are recognised when there is a present obligation legal or constructive, as a result of a past event,
when it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Provisions are not
recognised for future operating losses.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate.Where
the effect of the time of money is material, the amount of provision is the present value of the expenditure
expected to be required to settle the obligation.

Provision for income distribution is recognised when any distribution declared, determined or publicly
recommended by the Directors of the Manager and approved by the Trustee but not distributed at the
balance sheet date.

(i) Cash and cash equivalents

Cash comprises of cash and bank balances, short-term demand deposits and bank overdraft. Cash
equivalents are short-term, highly liquid investments that are readily convertible to known amount of cash
and which are subject to an insignificant risk of changes in value.

(j) Borrowing costs

Interest bearing borrowing is recorded at the amount of proceeds received.

(k) Impairment of assets

At each balance sheet date, Hektar REIT reviews the carrying amounts of its assets (except for investment
properties that are measured at fair value) which are reviewed at each balance sheet date to determine
whether there is any indication of impairment.

If any such indication exists, or when annual impairment testing for an asset is required, the recoverable
amount is estimated and an impairment loss is recognised whenever the recoverable amount of the asset or
a cash-generating unit is less than its carrying amount.Recoverable amount of an asset or a cash-generating
unit is the higher of its fair value less costs to sell and its value in use.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. Impairment losses of continuing operations are recognised in the income statement in those
expense categories consistent with the function of the impaired asset. An impairment loss is recognised as
an expense in the income statement immediately, unless the asset is carried at a revalued amount. Any
impairment loss of a revalued asset is treated as a revaluation decrease to the extent of any unutilised
previously recognised revaluation surplus for the same asset.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(k) Impairment of assets (cont’d)

An assessment is made at each balance sheet date as to whether there is any indication that previously
recognised impairment losses for an asset may no longer exist or may have decreased. If such indication
exists, the recoverable amount is estimated. A previously recognised impairment loss is reversed only if
there has been a change in the estimates used to determine the asset recoverable amount. That increased
amount cannot exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior financial years.

All reversals of impairment losses are recognised as income immediately in the income statement unless the
asset is carried at revalued amount, in which case the reversal in excess of impairment loss previously
recognised through the income statement is treated as revaluation increase. After such a reversal, the
depreciation charge is adjusted in future financial periods to allocate the revised carrying amount of the
asset, less any residual value, on a systematic basis over its remaining useful life.

(l) Revenue recognition

(i) Rental income is recognised in the Income Statement on accrual basis.

(ii) Car park income is recognised in the Income Statement on accrual basis.

(iii) Interest income is recognised on a time proportion basis, taking into account the principal outstanding
and the effective rate over the period to maturity, when it is determined that such income will be
accrued.

(m) Expenses

(i) Property expenses consist of property management fees, quit rent and assessment, and other property
outgoings in relation to investment properties where such expenses are the responsibility of the Trust.
Property management fees are recognised on an accrual basis using the applicable formula as stated in
the Property Management Agreement.

(ii) Manager’s fees are recognised on an accrual basis using the applicable formula as stated in the Deed.

(iii) Trustee’s fee is recognised on an accrual basis using the applicable formula as stated in the Deed.

(iv) Interest expense 

All interest and other costs incurred in connection with borrowings are expensed as incurred.
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4. UNITHOLDERS’ CAPITAL

No. of units Unitholders’ capital
2007 2007

RM

Authorised:-
At date of establishment / end of financial period 320,001,000 320,001,000

Issued and fully paid:-
At date of establishment 1,000 1,000
Issue of new units:-
- Units issued for acquisition of investment properties 160,500,000 160,500,000
- Initial Public Offering
(i)  retail offering 16,000,000 16,800,000
(ii) institutional offering 143,500,000 159,285,000

Listing expenses – (8,449,289)

At end of financial period 320,001,000 328,136,711

As at 31 December 2007, the Manager did not hold any Units in Hektar REIT. However, the Directors of the
Manager and their related parties held Units in Hektar REIT as follows:-

2007 % of
No. of units total units

Manager’s Directors’ Direct & Indirect Unitholdings in Hektar REIT:-

1. Dato’ Jaafar Bin Abdul Hamid 130,544,700 40.81% 
2. Zalila Binti Mohd Toon 350,000 0.11%

Substantial Unitholders’ Direct Unitholdings in Hektar REIT:-

1. Hektar Premier Sdn. Bhd. 47,800,000
- Pledged securities account for Hektar Premier Sdn. Bhd. 40,000,000

27.44%

2. HSBC Institutional Trust Services (Singapore) Limited 
for Frasers Centrepoint Trust (As Trustee) 86,400,000 27.00% 

3. Hektar Black Sdn. Bhd. 6,700,000
- Pledged securities account for Hektar Black Sdn. Bhd. 34,000,000

12.72%

4. HSBC - FS For Arisaig Asean Fund Limited 19,855,000 6.20%

The Manager’s related parties’ Direct Unitholdings in Hektar REIT:- 

1. Hektar Premier Sdn. Bhd. 87,800,000 27.44%
2. Hektar Black Sdn. Bhd. 40,700,000 12.72%
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5. INVESTMENT PROPERTIES

2007
RM

At date of establishment –
Acquisition 512,000,000
Additions 3,558,383
Fair value adjustment 43,841,617

At end of financial period 559,400,000

Details of the above are as follows:-

Acquisition Valuation Percentage
cost as at as at of valuation

Description Tenure Location Existing 31 December 31 December to net asset
of property of land use 2007 2007 value 

RM RM %

1. Subang Parade Freehold Selangor Commercial 280,000,000 311,400,000 83%
2. Mahkota Parade Leasehold Melaka Commercial 232,000,000 248,000,000 66%

512,000,000 559,400,000

The valuations of Subang Parade and Mahkota Parade were carried out on 30 November 2007 by Messrs. Henry
Butcher Malaysia Sdn. Bhd. and Henry Butcher Malaysia (Malacca) Sdn. Bhd. respectively, the independent firm of
professional valuers, registered with the Board of Valuers, Appraisers and Estate Agents Malaysia using the
comparison and the investment methods of valuation.

The leasehold land for Mahkota Parade is expiring on 2101.

Subang Parade has been pledged as security for borrowings under Note 11 of the Notes to the Financial
Statements.

6. FIXED DEPOSIT WITH A LICENSED BANK

The fixed deposit has been pledged to a licensed bank for bank guarantee granted to the Trust.
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7. TRADE RECEIVABLES

2007
RM

Trade receivables 995,406
Less: Allowance for doubtful debts (79,844)

915,562

8. OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS

Included in the other receivables,deposits and prepayments are receivables of RM2,480,074 due from companies
related to the Manager which are trade in nature, interest free and have no fixed terms of repayments and also
deposit of RM2,350,000 paid upon for the proposed acquisition of properties.

9. OTHER PAYABLES AND ACCRUALS 

Included in other payables and accruals are amounts owing to the Manager and Trustee of RM255,148 and 
RM9,970 respectively, which are unsecured, interest free and payable monthly in arrears and also the deposits
received from tenants amounting to RM16,082,588.

10. PROVISION FOR INCOME DISTRIBUTION

2007
RM

At date of establishment –
Provision during the financial period 34,272,107
Payment made during the financial period (23,040,072)

At the end of financial period 11,232,035

11. BORROWINGS

2007
RM

Secured:-
Murabahah Overdraft (“MOD”) 184,000,000

The MOD is secured by way of a fixed charge over Subang Parade subject to interest rate of cost of funds plus 
50 basis points in year 2007 and cost of funds plus 75 basis points for the subsequent four years.
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12. GROSS REVENUE

5.10.2006
to 31.12.2007

RM

Rental income 71,254,059
Car park income 6,900,129
Other income 176,787

78,330,975

13. PROPERTY EXPENSES

5.10.2006
to 31.12.2007

RM

Assessment and quit rent 2,990,125
Marketing and promotions 3,087,029
Property management fee 1,568,168
Property maintenance 12,095,502
Utilities 8,844,535
Others 466,715

29,052,074

For the financial period ending 31 December 2007, a property management fee of RM1,568,168 was incurred to
Izrin & Tan Sdn. Bhd. in accordance to the Valuers, Appraisers and Estate Agent Act, 1981.

14. MANAGER’S FEES 

Pursuant to the Deed, the Manager’s fees consist of the followings:-

Manager’s annual fee:-

(i) Base fee 

Up to 1.0% per annum of the GAV of the Trust, payable monthly in arrears, excluding GST.

For the thirteen (13) month financial period ending 31 December 2007, FYE 2008 and FYE 2009, the base fee
shall be 0.25% per annum of the GAV of the Trust, excluding GST.
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14. MANAGER’S FEES (cont’d)

(ii) Performance Fee

Up to 5.0% per annum of the NPI, before deducting the Property Management Company (“PMC”) fee,
payable monthly in arrears, excluding GST.

For the thirteen (13) month financial period ending 31 December 2007, FYE 2008 and FYE 2009, the
performance fee shall be 3.5% per annum of the NPI, before deducting the PMC’s fee, excluding GST.

15. TRUSTEE’S FEE

Pursuant to the Deed, the Trustee is entitled to receive a fee of up to 0.1% per annum of the NAV of the Trust,
including the Manager’s fees, payable annually in arrears, excluding GST.

For the financial period ending 31 December 2007, FYE 2008 and FYE 2009 the Trustee’s fee shall be 0.035% per
annum of the NAV of the Trust, including the Manager’s fees but excluding GST.

16. TAXATION

5.10.2006
to 31.12.2007

RM

Current year’s provision –

A reconciliation of income tax expense on income before taxation for the REIT with the applicable statutory
income tax rate is as follows:-

5.10.2006
to 31.12.2007

RM

Income before taxation 80,524,000

Income tax @ 27% 21,741,480

Tax effects in respect of:-
Non-allowable expenses 261,330
Income not subject to tax (11,837,237)
Change in tax rate 3,347
Effect of income distribution exempted from tax (10,168,920)

Total tax expenses –
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17. EARNINGS PER UNIT

The earnings per unit is calculated by dividing the net income for the financial period of RM80,524,000 to the
number of units in circulation during the financial period of 320,001,000.

18. INCOME DISTRIBUTION 

Distribution to Unitholders is from the following sources:-
5.10.2006

to 31.12.2007
RM

Net rental income 49,278,901
Other income 1,500
Interest income 121,858

49,402,259
Less: Expenses (12,719,876)

36,682,383

Gross provision for DPU (sen) 10.71

Net provision for DPU (sen)** 10.71

** Withholding tax will be deducted for distributions made to the following types of Unitholders:-

Resident individual Withholding tax at 15%
Non-resident individual Withholding tax at 15%
Resident institutional investors Withholding tax at 20%
Non-resident institutional investors Withholding tax at 20%
Non-resident companies Withholding tax at 27%

19. LISTING EXPENSES
5.10.2006

to 31.12.2007
RM

Brokerage and commissions 3,274,583
Professional fees 2,617,108
Miscellaneous expenses 2,557,598

8,449,289

The expenses were deducted directly against the Unitholders’ funds. Included in the professional fees were non-
audit fees paid and payables to the auditors of Hektar REIT amounting to RM108,000 for acting as independent
reporting accountant with respect to the issuance and placement of Units in Hektar REIT.
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20. PORTFOLIO TURNOVER RATIO

5.10.2006
to 31.12.2007

RM

Portfolio Turnover Ratio (“PTR”)(times) 1.53

The calculation of PTR is based on the average of total acquisition and total disposal of investment in Hektar REIT
to the average NAV for the financial period calculated on a weekly basis.

21. MANAGEMENT EXPENSE RATIO

5.10.2006
to 31.12.2007

RM

Management Expense Ratio (“MER”) (%) 1.31

The calculation of MER is based on the total fees and expenses of Hektar REIT incurred, including Manager’s fees,
Trustee’s fee, auditors’ remuneration, tax agent’s fees, allowance for doubtful debts and administrative expenses,
to the average NAV during the financial period. Since the NAV is calculated on a weekly basis, comparison of the
MER of Hektar REIT with other REITs which uses different basis of calculation may not be an accurate comparison.

22. CAPITAL COMMITMENT

Capital expenditure in respect of the following has not been provided for in the financial statements:-

2007
RM

Authorised but not contracted for:-

Acquisition of investment properties 115,150,000
Refurbishment of investment properties 1,567,481

116,717,481

Authorised and contracted for:-

Refurbishment of investment properties 827,560
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23. TRANSACTION WITH A COMPANY RELATED TO THE MANAGER

5.10.2006
to 31.12.2007

RM

Commission and service charges received  

- Hektar Black Sdn. Bhd. 247,771

24. FINANCIAL INSTRUMENTS

(a) Interest rate risk

The interest rate risk that financial instruments’ values will fluctuate as a result of changes in market interest
rates and the effective weighted average interest rates on classes of financial assets and financial liabilities
are as follows:-

Effective interest
Within 2 to 5 rate during the
1 year years Total financial period

2007 RM RM RM

Financial asset
Fixed deposit with a licensed bank – 1,278,529 1,278,529 2.90%

Financial liability
Borrowings – 184,000,000 184,000,000 4.75%

(b) Credit risk

The maximum credit risk associated with recognised financial assets is the carrying amounts shown in the
balance sheet.

Hektar REIT has no significant concentration of credit risk with any single counterparty.

As at 31 December 2007, Hektar REIT had no significant credit risk associated with its exposure to potential
counterparty failure to settle outstanding.

(c) Fair values

The carrying amounts of financial assets and liabilities of Hektar REIT at the balance sheet date
approximated their fair values.

25. COMPARATIVE INFORMATION

There is no comparative figure for Hektar REIT as this is the first set of such financial statements being prepared.
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ANALYSIS OF
UNITHOLDERS
TOP 30 UNITHOLDERS AS AT 31 JANUARY 2008 (As per Record of Depositors)

No. Name of Unitholders No. of units %

1 AMSEC Nominees (Asing) Sdn Bhd 86,400,000 27.00
HSBC Institutional Trust Services (Singapore) Limited 
For Frasers Centrepoint Trust (As Trustee)

2 Hektar Premier Sdn Bhd 47,800,000 14.94

3 Mayban Nominees (Tempatan) Sdn Bhd 40,000,000 12.50
Pledged Securities Account for Hektar Premier Sdn. Bhd.

4 AMMB Nominees (Tempatan) Sdn Bhd 37,500,000 11.72
Pledged Securities Account for Hektar Black Sdn. Bhd.

5 HSBC Nominees (Asing) Sdn Bhd 19,855,000 6.20
HSBC-FS For Arisaig Asean Fund Limited

6 HSBC Nominees (Asing) Sdn Bhd 13,819,300 4.32
For the Hongkong And Shanghai Banking Corporation Limited (HBFS-I CLT ACCT)

7 Diligent Harmony Sdn Bhd 13,000,000 4.06

8 Citigroup Nominees (Tempatan) Sdn Bhd 7,000,000 2.19
For ING Insurance Berhad (INV-IL PAR)

9 Amanah Raya Nominees (Tempatan) Sdn Bhd 5,603,400 1.75
For Public Enhanced Bond Fund

10 Citigroup Nominees (Asing) Sdn Bhd 4,919,000 1.54
For Mellon Bank (ABNAMRO Mellon)

11 Hektar Black Sdn Bhd 3,200,000 1.00

12 Citigroup Nominees (Asing) Sdn Bhd 3,000,000 0.94
For Goldman Sachs International

13 Firstwide Trade Sdn Bhd 3,000,000 0.94

14 Citigroup Nominees (Asing) Sdn Bhd 2,550,000 0.80
For American International Assurance Company Limited

15 HSBC Nominees (Asing) Sdn Bhd 2,372,900 0.74
BBH (LUX) SCA For Fidelity Funds Malaysia

16 Citigroup Nominees (Tempatan) Sdn Bhd 2,000,000 0.62
For ING Insurance Berhad (INV-IL NON-PAR)

17 AMMB Nominees (Tempatan) Sdn Bhd 1,935,300 0.60
AmTrustee Bhd For Pacific Dividend Fund (5/27-2)

18 Mayban Nominees (Tempatan) Sdn Bhd 1,533,500 0.48
For Mayban Life Assurance Berhad (Par Fund)

19 Mayban Nominees (Tempatan) Sdn Bhd 1,533,000 0.48
For Mayban Life Assurance Berhad (Non-par Fund)

20 BHLB Trustee Berhad 1,490,700 0.47
For TA Small Cap Fund
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No. Name of Unitholders No. of units %

21 HSBC Nominees (Tempatan) Sdn Bhd 1,368,000 0.43
HSBC (M) Trustee Bhd For Prudential Equity Income Fund (4801)

22 Mayban Nominees (Tempatan) Sdn Bhd 1,335,000 0.42
For Etiqa Insurance Berhad 

23 Citigroup Nominees (Asing) Sdn Bhd 1,157,800 0.36
For UBS AG

24 Universal Trustee (Malaysia) Berhad 1,106,000 0.35
- Alliance Optimal Income Fund

25 AMMB Nominees (Tempatan) Sdn Bhd 979,300 0.31
For AmAssurance Berhad (LFNP 7/929-6)

26 Amanah Raya Nominees (Tempatan) Sdn Bhd 882,000 0.28
For Public Far-East Property & Resorts Fund

27 AMMB Nominees (Tempatan) Sdn Bhd 856,000 0.27
AmAssurance Berhad (LF1/148-1)

28 Jazelan Firhan Bin Jaafar 850,000 0.27

29 Latifpah Binti M Atan 850,000 0.27

30 HSBC Nominees (Asing) Sdn Bhd 791,800 0.25
BNY LUX For International Opportunities Fund-Malaysia Equity

308,688,000 96.50

BREAKDOWN OF UNITHOLDERS AS AT 31 JANUARY 2008

No. of % of Total No. of % of 
Unitholders Unitholders Units Held Total Units

5,000 and below 221 51.52 440,200 0.14
5,001 to 10,000 91 21.21 792,900 0.25
10,001 to 50,000 55 12.82 1,548,000 0.48
50,001 to 500,000 28 6.53 6,122,900 1.91
500,001 and above 34 7.92 311,097,000 97.22

Total 429 100.00 320,001,000 100.00
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GLOSSARY

Bursa Malaysia / : Bursa Malaysia Securities Berhad (Company No. 635998-W)
Bursa Securities / the Exchange

Deed : The Deed dated 5 October 2006 constituting Hektar REIT executed between the
Trustee and the Manager

DPU : Distribution per Unit

Fair Value Adjustment : The difference between the valuation of a property, as determined by a registered
valuer, and the accounting carrying amounts of the REIT

GAV : Gross Asset Value

Gross Revenue : Gross rental income and other income earned from the properties including
license fees, car park income, utilities and miscellaneous income

Hektar Klasik : Hektar Klasik Sdn Bhd (Company No. 557687-X), being the holding company of
the Manager

Hektar REIT / the Trust : Hektar Real Estate Investment Trust

MER : Management Expense Ratio

Manager : Hektar Asset Management Sdn Bhd (Company No. 732261-T), being the
management company of Hektar REIT

NAV : Net Asset Value

NPI : Net Property Income

NTA : Net Tangible Assets

NLA / Net Lettable Area : Consists of the total gross floor area less the common areas, such as corridors,
amenities area and management offices of the building

OMV : Open Market Value

PTR : Portfolio Turnover Ratio

Property Manager : Izrin & Tan Properties Sdn Bhd (Company No. 602338-K)

REIT(s) : Real Estate Investment Trust(s) 

RM and sen : Ringgit Malaysia and sen, respectively

SC : Securities Commission

SCA : Securities Commission Act, 1993

SC Guidelines on REITs : Guidelines on Real Estate Investment Trusts issued by the SC on 3 January 2005
and any subsequent amendments or updates thereof
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Sq. ft. : Square feet

Sqm : Square metres

Share Registrar : Mega Corporate Services Sdn Bhd (Company No. 187984-H)

Trustee : AmTrustee Berhad (Company No. 163032-V ) being the Trustee of Hektar REIT

Unit(s) : Undivided interest(s) in Hektar REIT as constituted by the Deed

Unitholder(s) : Holder(s) of the Units
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