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Executive Summary

For the Research Report “MODEL: The Business Case for Sustainable BTR”

This research report has been prepared solely for information purposes and does not necessarily purport to be a complete analysis of the
topics discussed, which are inherently unpredictable and shall be used solely for informational purposes. None of the content is intended
to advise or otherwise recommend a specific strategy or provide value or financial advice. Any numbers provided will be purely indicative
and should be treated as such,
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Executive Summary

Key Findings

How sustainability can drive alpha in the living sectors?

$/ Rent

CoJ 5-10%

rental premium

Opex

\«% $1,000
cost savings per
annum per apt

Occupancy

98%

stabilised rate

Cap Rate

10-60bps

compression

5% rental premium for Green Star (Australia) certification.
6% rental premium for 8+ NatHERS (Australia) rating.

8-10% rental premium for sustainable BTS developments in Melbourne
compared to conventional apartments.

A meta-analysis focusing on the eco-labels BREEAM (UK), Green Star (Australia)
and LEED (US), found weighted mean effects of 6% for rents.

A meta-analysis examining commercial property studies found a green rental
premium mean of 6.3% (median of 4.6%),.

Global studies of Green Certifications indicate rental premiums ranging from
1.8% - 10.5%, notably:

1) US, LEED (similarto Green Star): 4.74% - 10.5%
2) US, Energy Star (similar to NatHERS): 1.5%
3) Switzerland, Minergie: 1.78% - 6%

Global studies of energy-efficient properties indicate rental premiums ranging
from 1.4% - 6.9%, with most falling between 4% - 6%.

Green Star buildings achieve 20%-25% in energy savings, equivalent to $1,137
cost savings per annum per apartment (for a 2-bed apartment in Sydney).

Energy savings of 16% (base building & apartments) for 8 Star NatHERS versus
a benchmark 'business-as-usual' apartment.

Passivhaus achieves 50-70% whole-building energy savings, with Australian
evidence showing average AUDS700 annual energy savings per apartment.

An US case study identified 63% utility savings, with USD$1,488 savings per
apartment per annum, and projected to offset 80% of incremental increase in
construction costs.

2-4% cost premium: Cost premiums for high sustainability standards like
Passivhaus are decreasing, estimated at 2-4% for experienced teams. These
costs are offset by operational savings and higher rents.

Average 2.5% higher occupancy rate for Australian Green Star certified assets.

The benchmarking data indicates that sustainability-focused BTR
developments can achieve stabilised occupancy rates of up to 98%.

Local renters are increasingly demonstrating an ESG focus.

Compression evidence in the BTR sector is limited, however, the office market
in Australia if assets are missing market expectations on energy efficiency there
is clear softening of the yield. Suggesting yield resilience over time when ESG
compliant and meeting market expectations.

In the Nordics transactions have seen between 10- 60 bps compression for
high quality sustainable projects that meet EU targets.

© 2025 Jones Lang LaSalle IP, Inc. All rights reserved




Executive Summary

MODEL'’s Approach to Sustainability

Applying global best practices in sustainability and tenant well-being

About MODEL

* MODEL is pioneering world-leading sustainability credentials in Australia’s BTR sector.
» Two projects in Abbotsford, Victoria targeting 6 Star Green Star, 9 Star NatHERS, Passivhaus Certified and

Mass Timber Construction.

MODEL’s Approach to Sustainability

Passivhaus Certification
* Awhole-building design philosophy focused on creating structures
O that maintain comfortable interior conditions with minimal active
heating or cooling.
* The Passivhaus standard defines globally consistent performance
metrics for buildings.

9 star Nationwide House Energy Rating Scheme (NatHERS)

* The primary benchmark for residential energy efficiency in
Australia, rating properties on a scale of 0-10 stars.

* Used for compliance under the National Construction Code (7
stars is the current minimum requirement).

6 Star Green Star

Baroncis * Australia's leading holistic sustainability assessment (multiple
ksl categories) at design.
* Buildings can achieve ratings from 4 to 6 stars.

Low Carbon Construction

e Masstimber/Cross Laminate Timber (CLT) construction
represents one of the most promising approaches to reducing
embodied carbon in Australian apartment development.

5y

Renewable Energy Solutions

- » All-electric design.
- * Facade and Rooftop Solar PV.
* 100% renewable electricity through embedded network.

Affordable Housing

* Provision of 10% affordable housing allows for multiple tax offsets.
* Partnering with a Community Housing Provider.
* Realisable benefit with planning legislation (e.g. SEPP in NSW).
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Buildings that maintain
comfortable interior

conditions with minimal
active heating or cooling.

9 Star NatHERS is the
industry-leading target in
the residential sector and it
achieves significant energy,
carbon emissions, and cost
savings.

6 Star Green Star represents
world leadershipin
sustainability.

The First CLT Building in
Australian BTR Sector.
Achieve 50% reduction in
embodied Carbon vs.
conventional construction.

All-electric design and
renewable energy
procurement to achieve net
zero operations.

Compliant 10% affordable
housing provision allows for
‘BTR’ tax benefits.




Executive Summary

The Opportunity for MODEL

Strong market tailwinds accelerate Australian BTR growth

» Australiafaces an acute housing undersupply, with forecasts showing a total
shortfall of 241,800 dwellings until 2030, most severe in the apartment sector.
Despite developer recognition of demand, feasibility for mass-market
apartment projects remains challenged.

* National residential vacancy rate is 1.3%, with Melbourne at 1.8% (Feb 2025).
Melbourne’s long-term rate of 2.4% indicates significant structural undersupply.

* Thecurrent BTR pipeline can’t offset the decline in BTS supply, with significant
upside growth predicted as a result.

Australian
Structural
Supply Shortage

* National median dwelling value to income ratio has reached 8.0 as of Sep 2024,
Owner-Occupied requiring median-income households 10.6 years to save a 20% deposit for the
Housing median-priced dwelling.
Affordability *  While apartment sales have rebounded (17.7% growth) in 2024, volumes
Challenges remain 17% below peak levels, revealing a structural shift favouring
institutional rental housing that meets evolving tenant expectations.

* Abbotsford and CMA target demographic is perfectly in line with BTR,

o Perfectly placed comprising a larger proportion of young professionals and high-income

®)
2 demographic for carners. . _ _
BTR * 2in3youngAustralians are value focused on ethical and environmental

purchases!.

BTR Sharp Yields Attract

E @‘@ Sustainability Creates Value

Investments

Given the spread in core assets and diminishing levels
of return, the Living Sector, particularly BTR, is
attracting increased investor attention due to its
compelling macro fundamentals for this emerging
market segment.

Community / Long Term
Tenure MODEL
Value
SUSEREPIIY | Creation

Saviae BTR Value
Proposition
Rental

8.75% pricing
8.13% without

BTR

. . . Premium
National benchmark yields across core and living sectors

9%

8% - Upper Sustainability BTR
[PIpE Amenity premium
7% | End of g
6.75% Market Amenity
6% 6.00% Rent
5.50% >.63%
5o 5.25% 5.00% ig e Rent derived
4ad 4.50% 281% et Apartment Apartment frim.qula“ty of
4% | * . physica
? (Mue:iltan accommodatio
3% i ; . . . . Rent) Location Location f&;ggfst'on
BTR Co-living PBSA  CBD Office Industrial Retail*
Source: JLL Research High Quality BTS BTR

4L McCrindle, M., Renton, S. (2021) Australia Towards 2031: The demographic, consumer and behavioural trends shaping the nation. McCrindle research Pty Ltd.
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Key Findings - Credentials Focus

By pioneering industry-leading sustainability standards in BTR, MODEL
unlocks unparalleled value creation opportunities

Certified
Passivhaus

Non-certified

7.5 Star

(avg.)

6 Star 4'5 Star

e Low Carbon Construction

MODEL

Mass Timber
Building
50% reduction in
Embodied Carbon

Conventional
Building

Utility savings:

* 50-70% whole-building energy savings

* Australian research shows avg AUDS700 per apt/pa

* International evidence suggests USDS1,488 per apt/pa

 Case study identified 63% utility savings, projected to offset 80%
of incremental construction costs

Cost premium:

* Australian evidence: 2.8%, in line with global estimates 2-4%

* PHcan be cheaper than conventional with an experienced team

Australian Studies:
* Upto 6% Rental Premium for Energy Efficiency Ratings

* Energy savings of 16% (base building & apartments) for 8 Star
NatHERS versus a benchmark 'business-as-usual' apartment.

* Long-term ‘sustainable’ projects have sustained rental premiums.
Global Studies:
* 1.4% -6.9% Rental Premium for Energy Efficiency

Green Star Australia:

* 5% Rental Premium

e 20%-25% Energy savings

» 51,137 Cost savings per annum per apt

» Construction costs - average project cost on average 1.3% up to
3% for 6 Star

Global Studies:
* 1.8-10.5% Rental Premiums for comparably certified properties

Carbon Emissions:

* Lower embodied carbon through a whole-systems approach to
material selection

* Cross Laminated Timber (CLT) cuts embodied carbon by 20-30%
Faster construction
e Construction timeis 30% faster than conventional

e Easier and faster construction offsets the additional costs




Executive Summary

Addressable Market Size

How does Australia compare to the UK & US?

The Australian BTR market is following a similar trajectory to the UK and the US, with strong levels of supply entering
the market at pace with international counterparts. Notwithstanding, at current levels Australia's BTR sector could
expand even more rapidly, with completions in 2024 doubling those in 2023. By comparison, this level of supply is
equivalent to three years of UK growth in its similar early stages.

Comparatively, the UK and US markets experienced 20%-30% annual growth rates in their first decade of
development. Therefore, Australia's BTR growth rate in the early expansion stage may surpass those of the UK and US.

Key Comparison Metric - Australia vs UK & US

US: Purpose-built UK: Emerged after aSI=2 AUS: Still in early-stage
apartment communities 2012 government  Pgl = growth. First projects
Market hlave begn common reviewland delivered ~2018-2020.
since mid-20th century. incentives.
Emergence
1970s decades Early 2010s Late 2010s

Current Market Size & Penetration Addressable Market Size (AUD)

@ AUS . .
+  ~9,200 operating units If Australia achieves 12%
+  ~43,000 units in pipeline penetration at US’s current level,
*  0.2% of total residential market the market value will increase to

Market value: AUDS22.1 bn

$1.32 trillion”

e ~120,000 operating units
e 5.4% of total residential market
e Market value; AUDS975 bn

Jlb
Ay
us
e ~20 million units (multi-housing)
e 12% of total residential market
S

e Market value: AUDS$9.67 trillion

Potential $1.3 trillion
value growth in the
BTR market

$

Current penetration: 0.2%
Current market value: $22.1 bn

AUS: National Key Government Incentives in Early Stage

4.25%-5.25% AUS (2024): Tax reforms cut MIT withholding tax
rate and increased capital works deduction rates

Rent e UK: Prime London

Premium Yield B = 4.00%-4.50% UK (2012-2013): ‘Montague Review’ conducted,

BTR fund and PRS Taskforce established

US (1930s-1970s): Government-backed finance
via Fannie Mae and Freddie Mac consistently
supported multifamily development

US: Core Urban

4.00%-5.25%
159%~30% 11%  4%~6% o0

Y
N

The US market for ‘multifamily’ currently represents 12% of total housing value, reflecting approximately
AUDS9.67 trillion of value. The UK market currently reflects 2% of total market value, which in turn represents
approximately AUDS975 billion.

Australian BTR is still in its infancy by comparison, with currently market size representing only 0.2% of total
residential market. This reflects a potential value upside of $1.3 trillion to the BTR market if the market
continues to progress and could achieve a penetration rate of 12%, at current US’s level™.

*Calculation details can be found in Part 1.02 (page 24) of the main report.
For all other references, please refer to Part 1.02 (page 23) of the main report.
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Executive Summary

Conclusion:

The Business Case for Sustainable BTR

Australia's BTR sector is poised for significant growth,
following a trajectory similar to the UK market but with

potential for even faster expansion. The sector will assist
in contributing to addressing the critical housing supply
shortages in Australia, while offering attractive investment

opportunities. As the market matures, sustainability is

emerging as a key differentiator, with MODEL's Abbotsford

projects setting new benchmarks in environmental
performance and social sustainability.

In the Australian context BTR projects are achieving 23-
25% rental premium in Melbourne compared to

traditional private rental stock. Sustainability is seen as a

key differentiator with existing BTS analysis suggesting

long-term rental robustness with rent premiums between

5-10% based on multiple studies, and reduced

operating costs for both occupiers and operators. There is

further evidence that these premiums continue and
remain robust and resilient over time, with continued
demand even in aging stock.

The regulatory environment is becoming increasingly
supportive, with recent reforms enhancing BTR

investment attractiveness. Further aspects like the NSW

SEPP highlights how sustainability considerations may

shift for new projects coming onto the market. This points
towards a future where the more stringent requirements

around sustainability, energy efficiency and carbon

Challenges do remain, particularly around GST
treatment and affordable housing requirements. As the
sector evolves, continued policy support and innovative
approaches to sustainability and community building
will be crucial for long-term success.

Evidence of value drivers from more mature asset
classes (office), demonstrates the value potential

for market leading sustainable BTR projects, ensuring
resilience to increasing legislative environmentin
regard to sustainability and carbon considerations.

\\'EE Opex
$1,000
Cost savings per
annum per apt for

sustainable properties

with high energy
efficiency

$//\‘ Rent

5-10%

Rental premium for

sustainable properties.
For energy efficient
properties 6%
(Australia)

The MODEL projects in Abbotsford demonstrate
the potential for high-quality, sustainable BTR
developments to command rental premiums while
delivering long-term value for investors and
positive outcomes for residents. As the Australian
BTR market grows, developments that prioritise
sustainability, community, and resident well-being
are likely to outperform, attracting both tenants

considerations will be incorporated into legislation and
regulation in the future. As such integrating these aspects

now future proofs assets against legislative obsolescence.

e

Australia's BTR sector is
achieving rental premiums
through enhanced amenities,
services, sustainability, and

community benefits.

Sustainability is emerging as
a key differentiator in BTR,
with major institutional
investors increasingly seeking
ESG-aligned real estate
investments.

opportunities.

and institutional investors seeking ESG-aligned

MODEL's Abbotsford projects
are pioneering industry-
leading sustainability
standards, targeting 6 Star
Green Star, 9 Star NatHERS,
Certified Passivhaus, and Mass
Timber Construction.
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Value and Risk Advisory at JLL

JLL’s Value and Risk Advisory comprise a specialist division.
Comprising a global team of risk and value analytics professionals
with a team of sustainability specialists.

This team provides expert advice on the implications of value and
risk as a result of inaction on emissions mitigation, net zero and
climate change for an asset, portfolio or loan book. Demonstrating
the value or risks through value modelling for business cases to
examine opportunities for net zero and climate risk adaptative
solutions, or plan and prioritise capex planning and timing, or
inform investment and divestment strategies. Ensuring an
economic underpinning for sustainability to enhance real estate
values now and in the future.

Further the team harnesses artificial intelligence and machine
learning technologies can assist to accurately pinpoint asset risk
and impacts. Data and the risk analytics team brings a new level of
intelligence and insight for decision-making so investors and
lenders can identify risks from cash flow stability, climate change,
ESG, location, regulatory and health and safety risk.

JLL (NYSE: JLL) is a leading professional services firm that specializes in real estate and investment management. JLL shapes the future of real
estate for a better world by using the most advanced technology to create rewarding opportunities, amazing spaces and sustainable real
estate solutions for our clients, our people and our communities. JLL is a Fortune 500 company with annual revenue of $20.9 billion,
operations in over 80 countries and a global workforce of more than 103,000 as of December 31,2022. JLL is the brand name, and a registered
trademark, of Jones Lang LaSalle Incorporated. For further information, visit jll.com.

—~

© 2025 Jones Lang LaSalle IP, Inc. All rights reserved




(@)JL]_ SEE A BRIGHTER WAY jll.com

Disclaimers

This research report has been prepared solely for information purposes and does not necessarily purport to be a
complete analysis of the topics discussed, which are inherently unpredictable and shall be used solely for
informational purposes. None of the content is intended to advise or otherwise recommend a specific strategy or
provide value or financial advice. Any numbers provided will be purely indicative and should be treated as such,
and they will in no circumstance serve as an indication of future value changes or achievable prices in the
market. JLL is not operating under an Australian Financial Services License. The financial analysis and
conclusions contained within this report do not purport to represent a valuation or advice on value in the
conventional sense. The report requested will not be, so it cannot be deemed, as a recommendation to any of
the persons to which it is addressed to proceed with any decision regarding the MODEL Lithgow Street or
Johnston Street projects, which must be an internal decision for each of them.

The report is not to be relied upon by the instructing party nor, discussed with, or provided to any third party.
Use or reliance upon this document for mortgage security purposes is not permitted. This document is issued to
the instructing party on this understanding and acceptance. This research report is not to be taken in anyway as
a being, or forming, part of the valuation report that Jones Lang LaSalle Advisory Services Pty Ltd has agreed to
provide the instructing party. This research report is not to be taken in anyway as being or forming value advice
or financial advice. On the basis of the above, Jones Lang LaSalle Advisory Services Pty Ltd disclaims any liability

to any party in the event of disclosure and reliance on this report - such disclosure and reliance being expressly
forbidden.

Our consulting report is based on a significant amount of information which is sourced from the instructing party
orits agents and other third parties. We have relied upon the accuracy, sufficiency and consistency of the
information supplied to us. JLL accepts no liability for any inaccuracies contained in the information disclosed
by the instructing party or other parties, or for conclusions which are drawn either wholly or partially from that
information. We may have used artificial intelligence, including generative artificial intelligence, when providing
the report. Should inaccuracies be subsequently discovered, we reserve the right to amend our report.

Any views expressed in the research report reflect our judgment at this date and are subject to change without
notice. Statements that are forward-looking involve known and unknown risks and uncertainties that may cause
future realities to be materially different from those implied by such forward-looking statements. Advice we give
to clients in particular situations may differ from the views expressed in this report. No investment or other
business decisions should be made based solely on the views expressed in this research report. No
representation or warranty is made as to the accuracy thereof. Any projections, opinions, assumptions or
estimates used are for example only. There may be differences between projected and actual results, and those
differences may be material. JLL does not accept any liability for any loss or damage suffered by any party
resulting from use of or reliance on this information. This information is designed exclusively for use by JLL
clients and cannot be reproduced without prior written permission of JLL. All such documentation and
information remains the property of JLL and shall be kept confidential. Use of photos or other images without
the express written consent of JLL is prohibited.

Our advice is confidential to the party to whom it is addressed for the specific purpose to which it refers. No
responsibility whatsoever is accepted to any third parties and neither the whole of this advice or any part or
reference thereto, may be published in any document, statement or circular nor in any communication with third
parties without our prior written approval of the form and context in which it will appear.
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Disclaimers (continued)

We confirm that JLL does not have any pecuniary interest that would conflict with the advice provided in the context
of this research report on the subject properties.

It is recommended that the reader of this consulting advice undertake their own enquiries in relation to the
information as provided. Should the parties to this advice have any concerns or queries regarding the contents or
key assumptions made in the preparation of this report, those issues should be promptly directed to the nominated
consultants for comment and review.

This research report has been completed on a consultancy basis only and therefore is considered a preliminary
assessment only. This research is not, and should not be construed to be, a representation as to the Market Value of
the Subject, as defined in the Valuation and Property Standards Manual and the Practice Standards and Guidance
Notes. If aformal valuation of the subject property is made based on an inspection it may vary significantly from the
results of this research. The instructing party should be aware that this assessment methodology carries with it risks
which entail a degree of likely variation greater than might be expected to be produced by a valuation.

The client agrees that upon any request that this consulting report be assigned to a party other than the intended
recipients named herein, such request will not be forthcoming and the report will not be assigned.

The instructing party expressly acknowledges and confirms that:

 in producing the analysis contained in this research report, the consultants have been specifically instructed not
to perform certain aspects of the process involved in preparing Valuations and have not carried out the usual
range of enquiries that a Valuer is required to make by professional practice standards (as determined by the API
and at law) in carrying out a Valuation of property and that this is at the specific request of the instructing party;

+ theinstructing party fully understands and accepts the risks inherent in such circumstances; and

+ theinstructing party will not convey this preliminary analysis or any part to another party without explicit consent
from JLL.

Accordingly, but subject to compliance by the consultants with the requirements of the analysis, this Report and the
stated instructions of the instructing party, the instructing party agrees that it will have no cause of action against the
consultants whether in contract tort or otherwise by reason only that the instructing party suffered loss or damage
by relying upon this research report.

The instructing party further agrees that it will indemnify the consultants against any claim for loss or damage by a
third party invited or permitted by the instructing party to rely upon the research report, whether arising in contract
tort or otherwise and arising out of or in conjunction with reliance by that third party on a preliminary assessment.

The Indemnity to be provided by the instructing party will not apply where the consultants listed has been
fraudulent or dishonest.

JLL are participants in the Australian Property Institute (API) limited liability scheme. This scheme has been
approved under Professional Standards legislation and is compulsory for all AP members.
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Appendix

Key Findings - References

Hyperlinks are incorporated in the main report. This page includes the following table and list of references for

page 2 of this document.

Location (page
number) in the
main report for
details

Bullet Point
No.

Category

References

1 101-102 Newell et al. (2011), Real Investment Analytics (2023)
2 117 Fuerst and Warren-Myers (2018)
3 122 JLL Risk Advisory
Rent 4 91 Global Studies Reference List No.1
5 91 Global Studies Reference List No.2
6 92 Global Studies Reference List No.3, 4,5,6,7,8,9
7 93 Global Studies Reference List No.5, 7,10, 11, 12, 13, 14, 15, 16,17, 18, 19
1 103 GBCA. Clark, D. (2025).
2 118 Australian Passivhaus Playbook
Opex 3 109-110;118 JLL Risk Advisory; Australian Passivhaus Playbook
4 121 Arnold Development Group: Second and Delaware
5 119-120 Lois Arena, Steven Winter Associates.
1 102 Real Investment Analytics (2023)
Occupancy - -
2 128 JLL Risk Advisory
1 125 JLL Risk Advisory, JLL Research Data for NABERS Office Energy Ratings
Cap Rate 2 90 JLL Risk Advisory
Global Studies Reference List
1. Daltonand Fuerst (2018) the Green Value, Chapter 12. Wilkinson, S., 10. Koirala, B.S., Bohara, A. K., & Berrens, R. P. (2014). Estimating the net

Dixon, T., Miller, N., & Sayce, S. Routledge Handbook of Sustainable Real
Estate. Routledge.

2. Leskinen, N.,Vimpari, J., & Junnila, S. (2020). A review of the impact of ~ 11.

green building certification on the cash flows and values of commercial
properties. Sustainability, 12(7), 2729.

3. Bond,S.A,&Devine, A. (2015). Certification matters: Is green talk cheap 12.

talk? The Journal of Real Estate Finance and Economics, 52, 117-140.
https://doi.org/10.1007/s11146-015-9499-

4. Gabe, J.,, McGrath, K., Robinson, S., & Sanderford, A. (2023). An analysis of 13.

US multi-family housing, eco-certifications, & walkability. Journal of
Sustainable Real Estate, 15(1), 2162515.

5. Hopkins, E. A, &Van Mullekom, J. H. (2020). An exploration of ecolabels

and operating financial metrics: A first look at the multifamily rental 14.
sector. International Journal of Housing Markets and Analysis, 13(5), 869-
886. 30.

6. Salvi, M., Horehdjova, A., & Neeser, J. (2010). Der Nachhaltigkeit von 15.

Immobilien einen finanziellen Wert geben-Der Minergie-Boom unter der
Lupe. Center for Corporate Responsibility and Sustainability, Universitat

Zlrich. 16.

7. Schuster, T., & Fiss, R. (2016). Mietpramien von MINERGIE-Gebauden im

Immobilienmarkt Schweiz. Universitat St. Gallen. 17,

8. Kempf, C. (2024) Risk and Return of Green Buildings—Equally Low
Vacancies and Higher Rents in MINERGIE-Certified Apartments in

Switzerland, Journal of Sustainab le Real Estate, 14, 1. 18.

https://doi.org/10.1080/19498276.2024.2407221
9. Kempf, C. (2023) Construction Costs and Initial Yield Effects of MINERGIE

Certification and Sustainable Construction Measures in New Multifamily ;¢

Houses in Switzerland, Journal of Sustainable Real Estate, 15, 1.
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implicit price of energy efficient building codes on US
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