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Quantifying green investment

- constructing a green property index

*» Index measures investment returns for buildings which have
environmental performance ratings

= Provides tangible metrics on the performance of “green” buildings
with a focus on investment rather than operational considerations

» Undertake benchmarking analysis between environmental performance
rated and non-rated buildings

= |mproves transparency in the market and across the property industry
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Process for index construction

= Acquire all publicly available Green Star and NABERS performance records
* |Information set is updated quarterly

Acquire Data

4

Align IPD asset level investment data with Green Star and NABERS ratings
Data asset

matching = Cross-check rating data with asset owners
= Asset overlap in samples reflects assets being rated by multiple ratings tools
Calculate = Calculate index using standard IPD return methodology

Green Index

4

Output

Index produced quarterly with time period spanning between 2-3 years

= Compute various index segmentations

= A variety of performance metrics: returns, pricing and space markets
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Data elements of the Green Index

- mergihg property asset valuation and
environmental rating data

PROPERTY ASSET
VALUATION DATA

PROPERTY ASSET
RATING TOOL DATA

*RETURNS n *GREEN STAR
«CAP RATE | Investment - primarily focused on new assets
metrics - NABERS
*CAPITAL VALUE - : . :
¢ Y - (National Australian Built
*VACANCY RATES Space Environment Rating System)
[ metrics - focused on the performance of

"RENTS ] existing assets

GREEN INDEX

*MARKET TYPE
(eg. CBD or Non-CBD)

r
1

1

]

i

| =QUALITY TYPE
: (eg. Prime and Secondary grades)
:

]

1

1

1

*REGIONAL MARKET TYPE
(eg. Sydney, Melbourne, etc)
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A$ Billions

Data sources from IPD data base

- rated office buildings represent a
significant share of the office assets

$60 700 -
® Rated ®mNon-rated 71%
$50 - 44% 600 -
36%
500
$40
@400
$30 - §
<< 300 -
$20 -
200
$10 -
$0 -
2008 2009 2010
Note: percentage refers to share of rated assets in the database. Source: IPD Research.

Database of rated and non-rated office assets
by asset value as at December

100 A

Database of rated and non-rated office assets
by asset count as at December

B Rated ®Non-rated
51%
36%
34%
2008 2009 2010
Note: percentage refers to share of rated assets in the database. Source: IPD Research.

The Australian IPD database currently has ¢1,500 of commercial assets with an asset value of c$117bn.
It represents c60% of investment-grade property in Australia.

Commercial office assets account for c570 assets with a combined asset value of $51 bn.
Rated office assets (c$36 bn) now represent a significant share of the office asset database.
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Rating tools and classifications

- samples based on selected Green

Star and NABERS segments

Design / As Built Tool

GREEN STAR

= Green Star Assessment Category:

- Office Design v1

- Office As Built vl

- Office Design v2

- Office As Built v2

- Office Design v3

- Office As Built v3

- Office Interiors v1.1

- Retail Centre Design v1
- Retail Centre As Built vl
- Industrial Design v1

- Industrial As Built v1

- Healthcare Design vl

- Healthcare As Built v1

= Green Star Rating:
- 4,5 and 6 star

Performance Tool

NABERS ENERGY NABERS WATER

- Office
- Retall

- Base Building
- Whole Building
- Tenancy

- Retail

» Green Power:
- With green power

- Without green power

* NABERS Energy Rating Type:

* NABERS Energy Rating Category:

= NABERS Water Rating Type:

- Office
- Retail

* NABERS Water Rating Category:

- Base building
- Whole building
- Tenancy

- Retail

= \Water Usage:
- With recycled water

- Without recycled water
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Outline

©® Index results

= Green Star
= NABERS
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A roadmap for index results

- based on Green star ratings

MARKET SEGMENT RATING TOOL
GREEN STAR NABERS ENERGY NABERS WATER
*ALL OFFICE
MARKET TYPE =CBD OFFICE

*NON-CBD OFFICE

QUALITY TYPE *PRIME GRADE

=SYDNEY CBD
*MELBOURNE CBD

REGIONAL TYPE
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10.0% -~
9.0% -
8.0% -
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1.0% -

0.0%

Index results for Green Star

- office.market total return and cap
rates

Green Star: returns for office market
annualised 2 year returnsto December2010

Green Star: cap rates for office
averaged over 2years to December2010

8.0%
8.7%
7.8%
75% - 7.4% 1.4% 7.4%
7.3%
5.6%
5.0%
7.0% -
3.4%
1.6% 6.5%
T T T 6.0% T T T T ]

Non rated all stars 4 star 5 star 6 star Non rated all stars 4 star 5star 6 star

= = = Nonrated return
Source: IPD Research.

®" Thereturn spread between rated and non-rated buildings with a Green Star rating is c400bps.
® Rated office buildings have lower cap rates — an average of 40bps.
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Source: IPD Research.
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Index\results for Green Star

- CBD versus non-CBD returns

Green Star: returns for CBD office Green Star: returns for non-CBD office
annualised 2 yearreturnsto December 2010 annualised 2 yearsto December 2010
7.0% - 5.0% -
6.4% poop 4.4%
6.0% - 7
4.0% -
5.0% A 3.5% A
4.0% - 3.0% -
25% A
3.0% - 2.0% A
2.0% - 1.5% -
1.0% A
1.0% A
0.5% -
0.0% 0.0%
Non rated all stars Non rated all stars
= = = Nonrated return = = = Non rated return
Source: IPD Research. Source: IPD Research.

® Rated Green Star office buildings deliver a higher return than non-rated buildings for both CBD and
non-CBD office markets.
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Index results for Green Star

- prime office market returns and cap
rates

Green Star: returns for prime office Green Star: cap rates for prime office
annualised 2 year returns to December 2010 averaged over 2 yearsto December 2010
7.0% - 8.0% -
0,
6.0% - >8% 7.6%
7.4%
50% - 7.5% -
4.0% -
7.0% -
3.0% -
2.0% - 6.5% -
1.0% -
0.0% 6.0%
Non rated all stars Non rated all stars
= = = Non rated return
Source: IPD Research. Source: IPD Research.
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0.8%
0.7%
0.6%
0.5%
0.4%
0.3%
0.2%
0.1%
0.0%

Index\results for Green Star

- Sydney versus Melbourne

Green Star: returns for SYD CBD office

annualised 2 year returns to December 2010

0.7%

Non rated all stars

= = = Nonrated return

Source: IPD Research.

8.0%
7.0%
6.0%
5.0%
4.0%
3.0%
2.0%
1.0%
0.0%

CBD

Green Star: returns for MEL CBD office

annualised 2 year returns to December 2010
7.3%

Non rated all stars
-— Non rated return
Source: IPD Research.

Rated Green Star offie buildings deliver a higher return than non-rated buildings for both Sydney CBD

and Melbourne CBD office markets.

15
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A roadmap for index results

- based on NABERS Energy ratings

MARKET SEGMENT RATING TOOL
GREEN STAR NABERS ENERGY NABERS WATER

=ALL OFFICE

MARKET TYPE =CBD OFFICE

*NON-CBD OFFICE

QUALITY TYPE *PRIME GRADE

*SYDNEY CBD
*MELBOURNE CBD

REGIONAL TYPE
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6.0%

5.0%

4.0%

3.0%

2.0%

1.0%

0.0%

Index results for NABERS Energy

- office.market total return and cap

rates

NABERS Energy: returns for office
annualised 2 year returns to December 2010
8.0%

5.4%
7.5%
7.0%

6.5%

6.0%

Nonrated Allstars 5star 4.5 star 4 star 3.5star 3star 0.5-2.5
star

Source: IPD Research.

= = = Nonrated return

NABERS Energy: cap rates for office

averaged over 2 years to December 2010

7.8%

7.6%
7.5% 7.5% i

7.4%
7-3% 7'3%

6.9%

Nonrated Allstars 5star 4.5 star 4 star 3.5star 3star 0.5-25
star

Source: IPD Research.

®" Thereturn spread between rated and non-rated buildings with a NABERS Energy rating is c60bps.

= Buildings with a rating of 4 star or above deliver significantly higher returns than buildings with a rating

of 3.5 star or below.

® Rated office buildings have lower cap rates than the non-rated building pool.
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3.5%

3.0%

2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

Index\results for NABERS Energy

- CBD versus non-CBD returns

NABERS Energy: returns for CBD office

annualised 2 year returns to December 2010
7.0%

3.1%

6.0%
5.0%
4.0%
3.0%
2.0%

1.0%

0.0%
Non rated All stars 4-5 star 0.5-3.5star

- Non rated return
Source: IPD Research.

NABERS Energy: returns for non-CBD office

annualised 2 year returns to December 2010

5.8%

- =4d12%

Non rated

All stars 4-5 star 0.5-3.5 star

= = = Nonrated return
Source: IPD Research.

®= Rated NABERS Energy office buildings, on average, deliver a higher return than non-rated assets for

both CBD and non-CBD office markets.

= Rated NABERS Energy office buildings with a 4 to 5 rating deliver a higher return than non-rated
buildings; buildings with a rating between 0.5 to 3.5 deliver a lower return than non-rated assets.
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45% -
4.0%
3.5% -
3.0% -
2.5% A
2.0% 1
1.5% -
1.0% 1
0.5% -+

0.0%

Index results for NABERS Energy

- prime office market returns and cap

rates

NABERS Energy: returns for prime office

annualised 2 year returns to December 2010

4.0%

Non rated All stars 4-5 star 0.5-3.5star

- Non rated return
Source: IPD Research.
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8.0% -

7.5%

7.0% -

6.5% -

6.0%

NABERS Energy: cap rates for prime office

averaged over 2 years to December 2010

7.6%

7.3%
7.2%

7.1%

Non rated All stars 4-5 star 0.5-3.5star

Source: IPD Research.
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Index\results for NABERS Energy

- Sydney versus Melbourne CBD

NABERS Energy: returns for SYD CBD office NABERS Energy: returns for MEL CBD office
annualised 2 year returns to December 2010 annualised 2 year returns to December 2010
25% - 8.0% -
0,
2.2% 0% 6.8%

2.0% -

6.0% -
15% 4 5.0% -

4.0% A
1.0% 3.0% -

2.0% -
0.5% -

1.0% -
0.0% . 0.0% .

Non rated All stars 4-5star 0.5-3.5 star Non rated All stars 4-5Sstar 0.5-3.5star
= = = Nonratedreturn = = = Nonrated return
Source: IPD Research. Source: IPD Research.

" Rated NABERS Energy office buildings deliver a higher return for the Sydney CBD office market.

®= Rated NABERS Energy office buildings with a 4 to 5 rating deliver a higher return for the Melbourne
CBD office market.
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A roadmap for index results

- based on NABERS Energy ratings

MARKET SEGMENT RATING TOOL
GREEN STAR NABERS ENERGY NABERS WATER
=ALL OFFICE
MARKET TYPE =CBD OFFICE
=NON-CBD OFFICE
QUALITY TYPE PRIME GRADE

REGIONAL TYPE
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3.0%
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Index results for NABERS Water

- officeimarket total return and cap
rates

NABERS Water: returns for office

annualised 2 year returns to December 2010

8.0% -

5.5%

18%  1.8%

6.0%

Nonrated Allstars 5star 4.5 star 4 star 3.5star 3star 0.5-2.5

Star
= = = Nonrated return
Source: IPD Research.

7.5% A

7.0% -

6.5% -

NABERS Water: cap rates for office

averaged over 2 years to December 2010

7.8% I

Nonrated Allstars 5star 4.5 star 4 star 3.5star 3star 0.5-2.5
star

Source: IPD Research.

®" Thereturn spread between rated and non-rated buildings with a NABERS Water rating is c10bps.
® Rated office buildings have lower cap rates than the non-rated building pool.

22

©IPD 2010



2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

Index\results for NABERS Water

- CBD versus non-CBD returns

NABERS Water: returns for CBD office

annualised 2 year returns to December 2010
4.0%

1.9% 3.5%
3.0%
2.5%
2.0%
1.5%
1.0%

0.5%

0.0%
Non rated All stars 4-5 star 0.5-3.5 star

= = = - Nonrated return
Source: IPD Research.

NABERS Water: returns for non-CBD office

annualised 2 year returns to December 2010

3.8%
3.5%

Non rated All stars 4-5 star 0.5-3.5star
= = = Nonrated return

Source: IPD Research.

®= Rated NABERS Water office buildings with a 4 to 5 rating deliver a higher return than non-rated

buildings for the CBD office market.

= Rated NABERS Water office buildings deliver a higher return than non-rated buildings for the non-CBD

office market.
23
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3.0%

2.5%

2.0%

1.5%

1.0%
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0.0%

Index results for NABERS Water

- prime office market returns and cap

rates

NABERS Water: returns for prime office
annualised 2 year returns to December 2010
8.0%

2.9%

7.0%

6.5%

T 6.0%
Non rated All stars 4-5 star 0.5-3.5star

- Non rated return
Source: IPD Research.

7.5% A

NABERS Water: cap rate for prime office

averaged overthe 2 yearsto December2010

7.6%

Non rated All stars 4-5 star 0.5-3.5star

Source: IPD Research.

®= Rated NABERS Water office buildings with a 4 to 5 rating deliver a higher return than non-rated

buildings for the prime office market.
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Summary remarks

- key results and issues

= First index to quantify the investment performance of buildings with
environmental rated tools

» Results suggest that rated assets deliver better return performance
than non-rated asset pools

= Notable for Green Star and NABERS Energy rated assets
= Results are consistent across various market segmentations

= Cap rates are lower for rated assets as opposed to non-rated asset
pools

= This reflects better asset quality in rated assets

= Next step: review a broader set of diagnostic metrics
= Examine movements in capital values, rentals and vacancy rates
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