STRUCTURE OF THE PORTFOLIO
Our portfolio is well diversified with a balanced mix of property types and locations. In addition, the tenant population is very
well diversified across a good range of industry sectors, thus avoiding exposure to a downturn in any one sector.

. Office . Petaling Jaya

[l office/ndustrial Il shah Alam
. Warehouse Retail . Klang
. Warehouse/Logistic . Johor

. Kedah

. Light Industrial

43%
4%
16%
13%
38% 24%
Portfolio by Type and Net Lettable Area Portfolio by Geographical Diversification

and Net Lettable Area

. Services

. Engineering/Building Materials

Healthcare & Lifestyle

Financial Services

. Logistics Automotive
. IT/Electronics Retail
Consumer Products Others

23%

4% 13%

9%

9% 11%

9%

Portfolio Diversification by Sector and Net Lettable Area
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PORTFOLIO BY VALUE AND DATE OF ACQUISITION

Book Value

Total Investment based

Acquisition  Outlay (including Fair Value on latest
Acquisition Cost enhancements) Adjustments Valuation % of Total
Date (RM’000) (RM’000) (RM’000) (RM’000) Poftfolio
Axis Plaza 03/08/05 22,500 22,502 6,998 29,500 3.33%
Axis Business Park 03/08/05 84,600 85,045 20,855 105,900 11.97%
Crystal Plaza 03/08/05 56,400 56,537 33,263 89,800 10.15%
Menara Axis 03/08/05 71,440 73,914 19,086 93,000 10.51%
Infinite Centre 03/08/05 25,450 25,646 9,054 34,700 3.92%
Wisma Kemajuan 16/12/05 29,192 33,214 20,386 53,600 6.06%
Axis North Port LC 1 22/05/06 10,373 13,155 2,157 15,312 1.73%
Kayangan Depot 30/06/06 16,224 16,620 5,380 22,000 2.49%
Wisma Bintang 30/06/06 32,681 32,684 6,066 38,750 4.38%
Axis Shah Alam DC 1 01/08/07 18,783 19,063 (563) 18,500 2.09%
Giant Hypermarket 07/09/07 38,678 38,678 322 39,000 4.41%
FCI Senai 15/11/07 12,538 12,551 1,449 14,000 1.58%

Nestle Office &

Warehouse 16/11/07 7,352 7,351 249 7,600 0.86%
Nestle House 30/11/07 40,376 41,062 (3,062) 38,000 4.29%
Kompakar CRC HQ 25/01/08 37,549 37,557 2,443 40,000 4.52%
Niro Warehouse 30/04/08 14,811 14,811 (311) 14,500 1.64%
BMW Centre PTP 30/04/08 27,470 27,471 (871) 27,100 3.06%
Delfi Warehouse 04/08/08 12,743 12,754 746 13,500 1.53%
Axis Vista 09/12/08 32,481 32,505 2,495 35,000 3.95%
Axis Steel Centre 20/10/09 65,882 65,882 9,118 75,000 8.47%
Bukit Raja

Distribution Centre 14/12/09 72,635 72,636 7,664 80,200 9.06%
TOTAL 730,158 741,638 143,324 884,962 100.00%

AILF z
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TOP TEN TENANTS

As of 31 December 2009, our roster of largest tenants remains almost unchanged from previous years. However this is set to
change in 2010 as the income from the recent acquisitions (of Axis Steel Centre and Bukit Raja Distribution Centre) will form
part of the top ten. Our current diverse tenant base includes a good mix of multinationals, large local firms and GLC's.

7,000,000 ..............................................................................................................................
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5,000,000 |- JI oottt ettt
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2,000,000 |-..... ... DO B B B B N B o

Total Gross Income (RM)

1,000,000 |......JN .. D . D BN B B B BB

Our portfolio also features an almost equal mix of single tenanted and mullti tenanted properties, as shown. We have actively
constructed the portfolio to achieve this mix as it provides the Fund with a stable earnings platform. The single tenanted
properties tend to feature high quality tenants who have signed for long term leases and, in general, have much lower
maintenance costs as a proportion of income. The multi tenanted properties provide a more current and vibrant tenant base
with tenants leasing smaller spaces that can quickly reflect any movement in the rental market.

Multitenanted Single . Multitenanted
. Single Tenanted

46% Tenanted 54%

Lease Structure: Multi vs Single Tenanted Properties
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LEASING AND MARKETING

The leasing team focused on tenant retention and improving occupancy in 2009. There was a decline in occupancy to 92.27%
largely caused by the fact that Nestle Products Sdn Bhd moved out of Nestle House at the end of November 2009. If we were
to exclude Nestle House, the occupancy rate would have declined marginally to 95% from 95.19% as of 2008.

Recognizing the fragility of the global economic recovery, we have taken steps to introduce a number of marketing initiatives to

increase our profile in the market and more effectively tap into channels that will bring tenants to our buildings. These include
direct contact with prospective tenants, better marketing collaterals and active networking amongst the real estate agency

community.
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Occupancy rate as of 31 December 2009

POSITIVE RENTAL REVERSIONS

For 2009, we managed to achieve a positive rental reversion of 5.86%. This was achieved by a mix of renegotiations with
existing tenants, and pre-negotiated step ups on long term leases.

In summary looking at the activities in 2009 the leasing team completed some 15 new deals comprising some 150,658sf and
in total completed 43 new deals and renewals covering 2009 to 2011 that comprised some 1,051,471sf.
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LEASE EXPIRY PROFILE - 2010-2012

% of % of % of

% of Rental % of Rental % of Rental

Total Income/ Year Total Income/ Total Income/

Property NLA month 2011 NLA month NLA month

Menara Axis 58,002 1.58% 4.07% 14,034 0.38% 1.21% - - 0.05%

Crystal Plaza 169,146 4.60% 7.93% 9,118 0.25% 0.53% 12,433 0.34% 0.68%
Axis Business

Park 40,189 1.09% 1.21% 256,269 6.96% 10.32% 38,893 1.06% 1.18%

Infinite Centre 81,680 2.22% 2.47% 33,477 0.91% 0.99% 26,070 0.71% 0.70%

Axis Plaza 32,873 0.89% 1.11% 57,439 1.56% 1.81% - - -

Wisma Kemajuan 91,137 2.48% 3.00% 13,943 0.38% 0.46% 22,898 0.62% 1.00%

Axis North Port
LC1 98,510 2.68% 1.03% 13,000 0.35% 0.16% - - -

Kayangan Depot 103,333 2.81% 1.86% 16,856 0.46% 0.23% - - -

Wisma Bintang - - - - - - 172,967 4.70% 3.45%

Axis Shah Alam
DC 1 - - - 110,406 3.00% 1.78% S - -

Kompakar
CRC Hg 104,903 2.85% 3.87% - - - - - _

Axis Vista 57,617 1.57% 1.95% 60,400 1.64% 1.38% = = =

FCI Senai = = = - - - 136,619 3.71% 1.58%

837,390 22.76%  28.49% 584,912 15.90% 18.87% 409,880 11.14% 8.65%

CUSTOMER SERVICE FOCUS

We have devoted resources to actively engage with our existing tenants and this process has achieved good results. We are
serious about attempting to understand our tenants’ needs and we are always trying to add value to their business. This means
we can be flexible where needed and offer creative solutions that are tailored to individual needs. We believe this approach is
reflected in our tenant retention.

ASSET ENHANCEMENT

The asset team constantly evaluates our portfolio with the focus on the current performance and the future potential. We
are constantly looking to enhance the assets within the portfolio to balance the near term returns with their longer term
sustainability. Keeping our assets well maintained with planned upgrades is an important part of Axis-REIT’s strategy. Our aim
is to regularly conduct strategic assessments of all our properties in order to plan further future enhancements. We see this as
an essential ‘secret sauce’ that will allow us to maintain our performance in the years to come.
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PROJECTS COMPLETED IN 2009

We are pleased the report the completion of two projects as follows:

2 additional lifts at
Menara Axis

Menara Axis

The upgrade featured the addition of two lifts in the office tower and a minor facelift and repainting exercise in the second
quarter of 2009. This project added capacity to the vertical transportation of the building which we felt was required given the
higher than normal headcount on many floors. The upgrade was achieved with minimal disruption to the tenants and has been
well received.

Axis North Port LC 1 (Axis NPLC 1)

We understand that the value of a logistic warehouse is
largely linked to its floor loading. Logistic operators are
prepared to pay higher rents for warehouses that have
higher floor loadings. With this in mind, we doubled the floor
loading capacity at Axis NPLC 1. The warehouse is now
fully leased.

New Higher Capacity Flooring
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ONGOING PROJECTS
Quattro West [formerly known as Nestle House]

The refurbishment of Nestle House started in November 2009 at a budgeted cost of RM7 million. The rationale for the exercise
was that being an old property with outdated M&E services, the asset had limited rental and valuation growth prospects. Once
completed, we see this property completely transformed from an old 1970’s design to a modern corporate building and will be
the newest landmark in Petaling Jaya.

Renamed QUATTRO WEST, the property will get a completely new facade, transformed common areas finishes, total lift
upgrades and property system overhaul. The principal aim of this project is to achieve increased rental rates and improved
valuations from this property.

The refurbishment will take 18 weeks to complete and as at the date of this report, we are on schedule to complete in 14 April
2010.

The Manager is now pleased to announce that as of the date of this report, 50% of the building has been successfully leased
and secured with a higher rental rate.

Quattro West - artist impression
Top: Federal Highway view Bottom: Jalan Barat view
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CRYSTAL PLAZA

The Crystal Plaza upgrade is designed
to improve the tenant satisfaction with
the property and therefore assist with
the retention of tenants. The property
has always been very popular and
its excellent exposure to the Federal
Highway and proximity to the LRT
station are major advantages. As part
of our strategic review, we identified
areas that could be improved and
we have decided to upgrade the
property.

Accordingly, we will commence
a refurbishment program that will
improve the front entrance layout
with enhanced arrival and set down,
upgrade the external cladding and
replace the finishes in the main lobbies.
In addition, the design will create
better food & beverage facilities within
the property. We believe this capital
expenditure will be well spent as it will
continue to position Crystal Plaza as a
competitive option within the Petaling
Jaya office precinct.

Crystal Plaza - artist impression
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STRATEGIC DIRECTION

Axis-REIT turns 5 years old on 3 August 2010. In this period,
we have grown at a strong pace and recorded excellent
results in the process. Much of what we promised last year
was achieved with much success.

However now, more than ever before, there is a need to be
resilient and innovative to move the Fund forward in what
is a very challenging economic environment — the “New
Normal” as it is commonly called.

As a result, the Manager met for a series of closed door
meetings in December 2009 to map out a strategic direction
for our Fund for the next 5 years.

Our first task was to redefine our Vision and Mission
statement as follows:

Mission

To provide consistent distributions to Unitholders through
growing the property portfolio, displaying the highest level
of corporate governance, excellent capital management,
effective risk management and preserving capital values.

Vision

To successfully benchmark Axis-REIT against the world’s
most successful REITs in total return to Unitholders and be
REIT of choice for Shariah Investors.

To achieve this, we have resolved to take the following
steps:

1. Define our Sector Focus

e The focus will be on Shariah compliant properties.

e We will start to examine properties in Cyberjaya.

e |ocation focus will continue to be Petaling Jaya and
Klang Valley, with secondary locations in Penang and
Johor.

e Upgrading of our commercial assets to be MSC
compliant buildings and apply for MSC status.

e Examine opportunities for the redevelopment of
Section 13.

e Upgrading to Green buildings as a way of fetching
premiums.

2. Create New Deal Flows

e New initiatives to work with the SC to enable us
to do development provided there is a sale and
leaseback in place. The dialogue will take place
through the newly formed Malaysian REIT Managers
Association.

e Work closely with our promoters to identify new
opportunities to provide the Fund with more pipeline
assets.

e |mprove our market inteligence to get ahead of
trends and market demand.

Join trade associations to meet new investors.
Work with MDEC and MIDA as agencies to introduce
us as potential space providers for new investors to
Malaysia.

3. Capital Management
e We will examine sukuk as part of our debt funding
model.
e However we will continue to use term loans and
short term funding.

To target an average cost of funds at 4.5%.
We will continue to use the model of raising equity
to pare down debt and leverage up for future
acquisitions.
Gearing will be maintained at 35%.
Stress test the cash flow in an environment of rising
interest rates.

e Monitor the capital markets — keep close with our
financiers.

4. Raise Capital and Grow the Fund

e Lobby with the SC to allow REITs with AUM’s under
RM2 billion to have multiple placements to grow their
market capitalization. To enforce the 20% ruling if the
AUM exceeds RM2 billion.

e For RPT to examine the possibility of exchanging
assets for units in lieu of payment to maintain the
promoters’ equity in the fund at levels that provide
comfort to investors that there is an alignment of
interest.

e Request for faster rights issues programs for REITs
taking a cue from Singapore.

e |everage on our Islamic credentials to attract foreign
capital.

5. Risk Management
e Focus on addressing the issues raised in the Risk
Register and ensure that action is taken to resolve all
issues to minimize risk.

6. Excellence in Lease and Asset Management

e Filling up of vacancies will be a core priority for the
Manager.

e Retention of existing tenants is critical to our success
and will be focused on.

e Continue to reposition our properties through timely
upgrading and redesign to qualify for stronger rents
and higher valuations.

e Embrace new technologies in IT to enhance the
service delivery and control costs.

e Development in human capital will be a cornerstone
of our success.

PROSPECTS

The Manager is optimistic that in the view of the current
satisfactory performance of Axis-REIT’s existing investment
portfolio and its growth strategy to actively pursue quality
acguisitions, it will be able to maintain its current performance
for the coming financial year ending 31 December 2010.

With the loss of Nestle Products Sdn Bhd as the sole
tenant of Nestle House, the Manager has embarked on
a comprehensive enhancement of the property. This is
currently in progress and scheduled for completion in April
2010.

The Manager is pleased to announce that an anchor tenant
has signed up for 50% of the total lettable space at Nestle
House (now renamed Quattro West) commencing 1 July
2010 and discussions with prospective tenants for the
remaining space is progressing well.

On the leasing front, we are optimistic that our team will
continue to reduce the vacancies in the portfolio with
positive gains to our total income for the Fund in 2010. Many
tenancies due in 2010 have already been renewed and we
continue to display a high rate of tenant retention.
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In 2009, the Government unveiled of a comprehensive
package of economic liberalisation measures. These policies
will have a significant impact on the real estate sector as they
remove most restrictions on the purchase of properties by
foreign investors. Coupled with this, we witnessed several
new measures aimed at encouraging the growth of the
financial and service sectors. These initiatives should lead
to renewed interest by foreign and local institutional property
funds entering the Malaysian market now that we are on
an equal footing with the policies found in the Hong Kong
ad Singapore markets. This will lead to a more vibrant real
estate market resulting in rising rentals which benefit REITs
and their organic growth strategies.

OTHER STATUTORY INFORMATION

Before the financial statements of Axis-REIT were made
out, the Manager took reasonable steps to ascertain that all
current assets have been stated at the lower of cost and net
realizable value.

At the date of this report, the Manager is not aware of any
circumstances:

i) that would render the value attributed to the current
assets in the Axis-REIT financial statements misleading,
or

i) which have arisen which render adherence to the existing
method of valuation of assets or liabilities of Axis-REIT
misleading or inappropriate, or

i) not otherwise dealt with in this report or the financial
statements, that would render any amount stated in the
financial statements of Axis-REIT misleading.

At the date of this report, there does not exist:

i) any charge on the assets of Axis-REIT that has arisen
since the end of the financial period and which secures
the liabilities of any other person, or

i) any contingent liability in respect of Axis-REIT that has
arisen since the end of the financial period.

No contingent liability or other liability of Axis-REIT has
become enforceable, or is likely to become enforceable
within the period of twelve months after the end of the
financial period which, in the opinion of the Manager, will or
may substantially affect the ability of Axis-REIT to meet its
obligations as and when they fall due.

In the opinion of the Manager, the results of the operations
of Axis-REIT for the financial year ended 31 December 2009
have not been substantially affected by any item, transaction
or event of a material and unusual nature nor has any such
item, transaction or event occurred in the interval between
the end of that financial period and the date of this report.

DIRECTORS BENEFITS

For the year ended 31 December 2009, no Director of
the Manager has received or become entitled to receive
any benefit by reason of a contract made by the Fund or
a related corporation with the Director of with a firm of
which the Director is a member, or with a company in which
the Director has a substancial financial interest except as
disclosed in Note 22 of the Financial Statements.
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There were no arrangements during and at the end of
the twelve month period which had the object of enabling
Directors of the Manager to acquire benefits by means of
the acquisition of units in or debentures of the Fund or any
other body corporate.

MANAGER’S FEES

The Manager receives a fee of 1% per annum of the NAV of
Axis-REIT, calculated on a monthly basis and payable to the
Manager monthly in arrears. There will be no payment due
to the Manager by way of remuneration for its services upon
the subscription for the purchase or sale of Axis-REIT Units
or upon any distribution of income and capital.

Any increase in the maximum permitted level of the
Manager’s fees of 1% per annum must be approved by the
Trustee and Unitholders by way of an ordinary resolution of
the Unitholders passed at a Unitholders’ meeting convened
in accordance with the Deed.

For the vyear under review, the Managers fee was
RM4,808,404, representing 1.0% per annum of the NAV of
Axis-REIT for the period 1 January 2009 to 31 December
2009. The Manager did not receive any soft commissions
during the period.

The Manager is also entitled to an acquisition and disposal
fee of 1% and 0.5% respectively based on the purchase
and disposal consideration of the real estate assets
upon the completion of the acquisition and disposal.
For the period under review there were a total of two (2)
acquisitions successfully completed which resulted in a fee
of RM1,367,500 being paid to the Manager.

Save for the expenses incurred for the general overheads
and costs of services which the Manager is expected to
provide, or falling within the normal expertise of the Manager,
the Manager has the right to be reimbursed the fees, costs,
charges, expenses and outgoings incurred by it that are
directly related and necessary to the business of the Fund.

AUDITORS

The auditors, Messrs KPMG, have indicated their willingness
to accept re-appointment.

This concludes the Managers Report.

For and on behalf of Axis REIT Managers Berhad signed in
accordance with a resolution of the Directors

e = — 0

STEPHEN TEW PENG HWEE
Director

k
GEORGE STEWART LABROQOY
Chief Executive Officer/Executive Director

Date: Kuala Lumpur 12 February 2010



