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(Constituted in the Republic of Singapore pursuant to 

a trust deed dated 19 October 2006 (as amended)) 

 

 

 

RESPONSE TO SUBSTANTIAL AND RELEVANT QUESTIONS RECEIVED FROM UNITHOLDERS 

 

 

1. Background. The Board of Directors (the "Board") of Bowsprit Capital Corporation Limited in its 

capacity as manager of First Real Estate Investment Trust (“First REIT”, and as manager of First 

REIT, the “Manager”), refers to: 

 

(a) the annual report of First REIT for the financial year ended 31 December 2019 (the 

“Annual Report”); 

   

(b) the notice of annual general meeting ("AGM") issued on 28 April 2020 informing 

unitholders that the Eleventh AGM of First REIT will be convened and held by way of 

electronic means on Wednesday 20 May 2020 at 10:00 a.m.; and 

 

(c) the accompanying announcement issued by the Manager on 28 April 2020 setting out, 

inter alia, the alternative arrangements relating to attendance at the AGM via electronic 

means (the "AGM Announcement"). 

 

2. Response to questions from unitholders. The Manager would like to thank unitholders for 

submitting their questions in advance of First REITs AGM. The Manager would like to inform that 

the responses to all substantial and relevant questions which have been submitted by unitholders 

shall be published in this announcement. Please refer to Annex A hereto for the list of substantial 

and relevant questions received from unitholders, and the Management and the Board's 

responses to these questions. 

 

 

By Order of the Board 

 

 

Tan Kok Mian Victor 

Executive Director and Chief Executive Officer 

Bowsprit Capital Corporation Limited 

(As Manager of First REIT) 

 

19 May 2020 
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ANNEX A 

 

RESPONSES TO SUBSTANTIAL AND RELEVANT QUESTIONS FROM UNITHOLDERS 

 

Questions Responses 

COVID-19 related 

1) How badly will COVID-19 impact 

the performance of First REIT 

going forward? 

2) Understand First REIT assets are 

primarily healthcare facilities 

which are regarded as essential 

services and should still be 

operating during the COVID 

pandemic period. Please advise if 

there is any financial impact 

arising from closure of the 

facilities? 

3) What is the impact of COVID-19 

on First REIT’s operations in 

Indonesia, and its impact on 

dividends? 

 

 

All of First REIT’s healthcare properties, the 15 hospitals 

in Indonesia, 3 nursing homes in Singapore and 1 

rehabilitation hospital in South Korea remain operational 

during this period, mostly with higher occupancy numbers. 

 

Amongst the two retail assets of First REIT that are 

integrated with hospitals, (1) Lippo Plaza Kupang (“LPK”) 

was temporarily closed from end March to 26 May, apart 

from essential services, while (2) Lippo Plaza Buton 

(“LPB”) was temporarily closed from end March but has 

since resumed its operations in phases since early May 

2020, with health and safety measures in place. LPK is 

part of the integrated development comprising Siloam 

Hospitals Kupang & LPK, while LPB is part of the 

integrated development comprising Siloam Hospitals 

Buton & LPB. 

 

Additionally, two hospitality assets of First REIT have 

temporarily closed some or all of their facilities until further 

notice in support of the Indonesian Government’s efforts to 

contain the spread of COVID-19, namely  

 

(i) Hotel Aryaduta Manado (“HAMD”), as part of the 

Manado Property that is integrated with Siloam 

Hospitals Manado (“SHMD”), where HAMD is 

temporarily closed while SHMD remains fully 

operational; and 

(ii) Imperial Aryaduta Hotel & Country Club comprising 

an integrated hotel, Aryaduta Lippo Village(“ALV”), 

and a country club, Aryaduta Country Club (“ACC”), 

which has closed its country club services until 

further notice, in alignment with government’s efforts, 

while ALV remains fully operational. ALV’s 

occupancy rates are currently supported by corporate 

tie-ups. 

 

For the properties affected by temporary closures, the 

Manager is in touch with the affected Tenants where the 

possibility of rental rebates is being considered and 

assessed.  Retail and hospitality assets affected by the 

temporary closures comprise a small proportion of assets 

within First REIT’s portfolio, which is predominantly 

healthcare and/or healthcare-related. The corresponding 

rental rebates, where applicable, are not expected to have 



3 
 

Questions Responses 

material implications to the Trust. 

 

These are unprecedented times where all sectors have 

been impacted, the Manager has taken a prudent 

approach to conserve cash and initiate stringent cost 

management strategies to navigate these uncertain times. 

 

As the situation remains uncertain, it is currently difficult 

for the Manager to ascertain the full financial impact of the 

outbreak on the financial performance of First REIT. 

Nevertheless, First REIT remains in compliance of its debt 

financial covenants and has adequate financial reserves to 

fulfil its obligations in the foreseeable future. The Manager 

will continue to monitor the situation closely across 

Indonesia, Singapore and South Korea, and will provide 

updates on any material developments as soon as 

practicable. 

 

4) Can the board comment on why 

the coronavirus has not boosted 

its earnings due to the increased 

demand for healthcare, but its 

earnings have instead dropped? 

Does the board have any growth 

opportunities in the year ahead? 

 

The COVID-19 pandemic occurred in the early part of this 

year. Any impact that the COVID-19 pandemic has on the 

earnings of the Indonesian hospitals that are held in First 

REIT’s portfolio will only impact next year’s rental 

amounts. Specifically, the gross operating revenue of 

2020 will be compared against that of 2019, to determine 

the variable rent attributable for the subsequent year. 

Changes or adjustments to hospital earnings do not have 

an immediate impact to the rentals received by First REIT.   

 

The Singapore and South Korea assets have fixed base 

rents with fixed annual increments, there is therefore no 

relationship between the operating revenues received by 

these healthcare assets and rent received by First REIT. 

 

The Trust’s earnings will remain relatively stable as only a 

small percentage of the total rentals received are derived 

from the variable rental component. 

 

The earnings in FY2019 have dropped as compared to 

FY2018, largely due to a reduced variable rent component 

for FY2019 as compared to FY2018, and increased 

property operating expenses incurred year-on-year. 

 

On the note of growth opportunities, the Trust constantly 

looks out for yield accretive acquisitions. Additionally, in 

the short term, we are focusing our resources to (1) 

renewing the 5 leases that are up for renewal in 2021, as 

well as (2) the Siloam Hospitals Surabaya Asset Swap 

Transaction where development works have halted due to 

the road subsidence event in December 2018.  
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Questions Responses 

5) Will the dividends be sustainable 

in light of COVID-19? 

 

The Trust reported a distribution per unit (“DPU”) of 1.86 

Singapore cents for 1Q 2020, down from 2.15 Singapore 

cents in 1Q 2019, on the back of the income available for 

distribution to Unitholders declining by 6.7% to S$15.9 

million compared to S$17.1 million in 1Q 2019. 

Additionally, in view of the uncertainty and challenges 

brought about by COVID-19 pandemic, S$1.0 million of 

the Trust’s capital distribution has been retained for 

prudence and added financial flexibility.  

 

Master lease renewals 

6) I would like to enquire about the 

status of discussion for master 

lease renewal for lease expiring in 

2021 with PT Lippo Karawaci. 

7) There are 5 master leases (1 in 

South Korea and 4 in Indonesia) 

which are due to expire in 2021. 

What is their percentage 

contribution to the total 

Distributable Income of the trust? 

Please provide an update on the 

renewal of these 5 master leases. 

Can we expect to see a positive or 

negative rental reversion? 

8) Do we expect any significant 

changes from current terms and 

conditions, and if so what are 

they? 

9) What is the status of lease 

renewal for upcoming expiries? If 

Siloam Hospital chose not to 

renew the lease, will co-sponsor 

OUE Lippo Healthcare, who has 

hospital management experience 

in-place in China and Myanmar, 

step up and take over the 

operations of the said assets - is 

this being explored at the 

moment? 

 

The 5 master leases which are due to expire in 2021 take 

up approximately a quarter of the rental income received 

by the Trust. Discussions on the leases are under way 

with all our stakeholders and we are evaluating all options 

to arrive at mutually beneficial terms to ensure a steady 

stream of income from these properties for our 

Unitholders.  

 
The Manager is closely monitoring the situation and will 
consider all viable options to operate the assets at the 
opportune time and no parties have been excluded or 
preferred at this stage.  
 

The 3 hospitals whose leases are up for renewal are well-

established, highly profitable ‘flagship’ hospitals that are 

strategically located within high catchment areas in 

Jakarta and Surabaya; we are confident that the existing 

Tenant, PT Lippo Karawaci Tbk (“LK”) and/or the hospital 

operator PT Siloam International Hospitals Tbk (“Siloam”) 

will renew the leases with us.  

 

As the discussions are still in progress, we will make the 

necessary announcements once they are finalised. 

 

Acquisitions/divestments 

10) Any future plans for acquisition or 

divestment upcoming? 

11) The portfolio growth appears to 

have stagnant from 2015 

onwards, what is constraining the 

management in making future 

acquisition? Certainly, the higher 

First REIT’s last acquisition was Siloam Hospitals 

Yogyakarta in December 2017. We are always on the 

lookout for yield-accretive acquisition opportunities to 

boost our income streams.  Other than acquisition 

opportunities from OUELH and LK, we also look at 

properties from third parties. A range of factors are 

considered, including quality of the assets, maturity of 
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Questions Responses 

yield of this security appears to 

stem from poor market rating on 

the related parties and the 

sponsor of First REIT, making it 

difficult for any accretive 

acquisition. 

 

operations and stability of operating revenue as well as 

the timing and pricing of any proposed transaction.  If we 

receive good offers, we will also look at divestment 

opportunities to unlock value for capital recycling. 

12) Could First REIT provide the latest 

valuations of its hospital assets 

versus original purchase price? 

Could First REIT provide a list of 

latest market transactions of 

hospital assets in Indonesia, 

highlighting the percentage above 

or below valuation these assets 

were sold? What are the criteria 

First REIT use to determine if a 

hospital asset could be divested, 

for example NPI yield above a 

certain level? When will First REIT 

opt for partial divestment instead 

of full divestment? 

 

Information concerning the latest valuations of First REIT’s 

assets, and the original purchase prices are disclosed 

within the latest Annual Report 2019 (pages 20-29) 

released to unitholders.  

 

The Indonesia property market is not that transparent, the 

healthcare market in Indonesia is also not liquid, where 

hospital assets are mostly owner-occupied and owner-

operated, hence, there is no available data that provides 

the comparable metrics that has been requested.  

 

Divestments are as complex as acquisitions. The criteria 

to consider when looking at divestments include the 

quality of assets considered maturity of operations and 

stability of rental income. Ultimately, pricing is also an 

important factor.  

 

Siloam Hospitals Surabaya 

13) Please provide an update on the 

"Road Subsidence" problem in 

Surabaya. I understand that $27m 

has been spent so far on this 

project. Can this amount be 

recovered if the project does not 

proceed? 

 

 

Following the previous update announcement released on 

10 January 2020, an updated announcement was 

released on 18 May 2020, unitholders may refer to this 

announcement for further information.    

 

Financials 

14) Has the tenant, Siloam Hospital 

been current with its lease 

payments since the start of 

COVID-19? 

 

Our master leases for our Indonesia assets are with LK 

and/or its subsidiaries, and/or the subsidiaries of Siloam, 

except for three properties that are leased to the third-

party vendor PT Metropolis Propertindo Utama (“MPU”) 

and/or its subsidiaries. Siloam is the operator for all our 

healthcare assets in Indonesia. 

 

To-date and despite the COVID-19 pandemic, most of the 

lease payments derived from the Indonesian healthcare 

assets are fairly current. The Manager continues to 

monitor and follow up closely with our tenants in the area 

of lease management.    
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Questions Responses 

General 

15) Please advise the likelihood for a 

Rights Issue to raise cash and 

increase equity. 

 

First REIT remains prudent with our capital management 

and will explore various fundraising tools and options, 

when the need arises. 

 

 

- End - 


