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Why Is It Increasingly Difficult to Grow?

The Strategic Imperative 8™: Factors Creating Pressure on Growth
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The Strategic Imperative 8™

Innovative Business Customer Value Chain Transformative Mega
. Internal Challenges
Models Compression Trends

A new revenue model that Customer value chain Global forces that define the The internal organizational
defines how a company compression as a result of future world with their far- behaviors that prevent a
creates and capitalizes advanced technologies, reaching impact on business, company from making
economic value, typically internet platforms, and other societies, economies, cultures, required changes
impacting its value direct-to-consumer models and personal lives
proposition, product offering, that enables reduction in
operational strategies, and friction and the number of
brand positioning steps in customer journeys

Competitive Intensity Geopolitical Chaos Disruptive Technologies Industry Convergence
A new wave of competition Chaos and disorder arising New, disruptive technologies Collaboration between
from start-ups and digital from political discord, natural that are displacing the old, and previously disparate industries
business models that calamities, pandemics, and significantly altering the way to deliver on whitespace
challenge the standing social unrest that impact consumers, industries, or cross-industry growth
conventions of the past, global trade, collaboration, businesses operate opportunities
compelling established and business security

industries to re-think their
competitive stance

Source: Frost & Sullivan
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The Impact of the Top Three Strategic Imperatives on Facility
Management Industry

SI8

Why

When

FROST

INTERNAL CHALLENGES

|

Many service providers in the region,
particularly the local ones, are slow to innovate
due to end-user reluctance to adapt to changes
or adopt new offerings. As a result, service
commoditization (and price competition,
subsequently) is the only way to compete to
secure contract wins. End-user reluctance is
also witnessed with service provider selection,

with customers wary of exploring other options.

!

End-user mindset is changing, albeit slowly; end
users are especially influenced by foreign
companies or multi-national companies (MNCs)
operating in the same end-user sector.

Evolving needs arising due to workplace
changes also impact end users as they must
keep pace with these developments.

Stagnation among service providers will
position them unfavourably and cause them to
lose their competitive advantage.

@ SULLIVAN

INNOVATIVE BUSINESS MODELS

!

Home-grown service providers are generally
adopting conventional business models (such as
input- or resource-based approaches and
offering basic service offerings).

Building reputation through long-term client
relationships is still a prevalent practice and seen
as key for a continuous revenue stream.

!

The workplace scenario is changing, accelerated
by the ongoing COVID-19 pandemic. The future
workplace will be supported by enabling
technologies and new business models—a trend
that has already started to take shape.

Service providers’ acknowledgement and
understanding of these changes are crucial to
the development of solutions aligned with new
needs.

Performance-based contracting and planned
preventative maintenance are expected to gain
traction.

DISRUPTIVE TECHNOLOGIES

!

Evolving needs, particularly due to the
adoption of sophisticated building systems
and growing importance on asset lifecycle
planning, are creating urgency for solution
differentiation.

The increasing demand for solutions that
support cost and energy efficiency is on the

rise too.

Offering technology-supported solutions that
involve various building-related components,
ranging from energy to visitor experience, are
crucial in gaining a competitive advantage.

Data-driven facility management solutions are
likely to be the upcoming demand among
asset-heavy facilities.

Service providers must recognize the need to
act swiftly through collaborations and
partnerships with suitable technology or
platform providers or firms that possess
strong technical or niche capabilities.

Source: Frost & Sullivan
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Growth Opportunities Fuel the Growth Pipeline Engine™

The Innovation Generator™
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The Growth Pipeline Engine™

OPPORTUNITY
UNIVERSE
Capture full range of
growth opportunities and
prioritize them based on
key criteria

MONITORING & J OPPORTUNITY
OPTIMIZATION ; EVALUATION

Adapt strategy to Conduct deep,
changing market 360-degree analysis

dynamics and unearth GROWTH \ of prioritized
new opportunities PIPELINE ! opportunities

ENGINE™

PLANNING & GO-TO-MARKET
IMPLEMENTATION STRATEGY
Execute strategic plan Translate strategic
with milestones, alternatives into a
targets, owners cogent strategy
and deadlines

J

Source: Frost & Sullivan
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Scope of Analysis

Market estimates, growth estimates, and segmentation are based on

existing data, secondary research, and information gathered from Geographic Coverage New Zealand
interviews in 2019-2020. The base year for the research service is 2020.
The study period is 2018—-2026. Study Period 2018-2026
Primary Research
Interviews were conducted with major enterprises that provide hard and Base Year 2020
soft facility management services in New Zealand. They followeda
structured discussion guide. Forecast Period 2021-2026
S dary R h

econdary Researc Monetary Unit NZ dollar (S)
Frost & Sullivan’s internal database, industry reports, market databases, ...
trade journals, industry literature, Web-based materials, annual reports, Exchange Rate (2020 Average) NZD 1 = USD 0.65

and other sources form the basis for secondary research.

* A facility is something that is built, installed, or established to serve a purpose. It can be a building, a factory, a warehouse, a school, or a
hospital. Facility management (FM) includes services associated with running or maintaining a facility, such as janitorial, engineering,
security, environmental, landscaping, and other related services.

* Hard FM services (alternatively referred to as hard service) or engineering solutions are services that relate to the physical well-being of a
building or facility. It entails services on building or facility components that cannot be removed. They are put in place to ensure the
proper functioning of the building and the safety and welfare of inhabitants and are generally required by law.

* Hard services include maintenance and improvement of lighting, plumbing, electrical system, heating and air-conditioning (HVAC),

general building works, fire safety systems, energy management solutions, painting/graffiti removal, and others. Solutions may range
from one-off reactive maintenance jobs to full asset management and preventative maintenance solutions.

» Soft FM services (alternatively referred to as soft services) are related to the well-being of occupants in a building or facility. These are
services that make the environment of the building or facility more pleasant or secure to occupy.

* Soft services include cleaning, landscaping, transport and fleet services, waste management, catering, security, pest control, front desk
support, and others. Source: Frost & Sullivan
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FM Market Segmentation

Total Facility Management

Outsourced FM*

* OQutsourcing refers to the complete transfer of FM functions to an external firm.
|

Integrated Facility Management

(IFMm)
* In-house management l
refers to employee )
f Single .
management o Servi Bundled Services
facilities or self- SEVICES i i
: B * |FM provides maximum

execution of facility efficiency by applying the best

management by ] ) )

building owners or * Single-service providers technology, energy ;

occupants focus on a single service, * Bundled service consgrvanon, an ?a ety I
such as janitorial, providers offer more pra_ctmes to minimize g\llera
environmental, than one FM service in rr;'alnte:ance cfosts an ane
mechanical and electrical single or bundled ¢ |entl: rge to Tocus on their
(M&E), or other contracts. core business.

operational services.

* Note: Total FM market revenue is discussed in this study. The study does not provide a breakdown for in-house FM, outsourced FM,
single services, bundled services, and IFM. Source: Frost & Sullivan
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FM Market Segmentation (continued)

Facility Management End Users

v

Commercial

This segment includes
corporate office buildings
occupied by business
services providers (e.g.,
corporate offices of
manufacturers,
communication and IT,
finance and insurance,
property, and other
service providers). It
includes single-tenant and
multi-tenant office
buildings.

It also includes retail, such
as shopping centers,
shops, malls and
supermarkets, restaurants
and cafes, factory outlets
and wholesale stores, and
warehouses and
distribution centres.

FROST
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This segment covers
education and healthcare
facilities.

The education facility
includes only public and
private universities and
higher education colleges.
Other education facilities
such as primary/secondary
schools and other

small- and medium-sized
education facilities

(such as kindergarten,
pre-school, and daycare
facilities) are excluded.

Healthcare facility covers
public and private
hospitals and aged care
facilities; it excludes other
small- and medium-sized
mental and physical health
facilities.

Public/Infrastructure

* This segment covers
government office
buildings at the central
government and local
government levels. Only
administrative offices are
included. Defence
facilities, social housing
facilities, prisons, parks,
hospitals, schools, and
other public properties
and facilities administered
by government
departments are
excluded.

* It also includes facilities
that cover land and water
transportation, including
ports, roadways, airports,
railways, and
transportation hubs.

This segment covers small,
medium, and large
manufacturing businesses
(for example, industrial,
food and beverage, metal,
automotive, and
chemical). It includes
equipment and parts
manufacturers, paint
producers, and sales
representations of the
general industry with
showrooms, laboratories,
storage areas, and
warehouses.

Source: Frost & Sullivan
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Investments

FOREX Reserves, New Zealand, Jan 2019-Dec 2020
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* Itis notable that foreign exchange reserves fell rapidly to NZ$9.40B by November 2020 from the high of NZ$32.02B in March 2020.

* The impact of COVID-19 has forced many governments to tap into their foreign exchange (FOREX) reserves. Apart from the unstable
USD, New Zealand was tapping its reserves to provide liquidity to the market and to mitigate the decline in currency values and the
overall slowdown in the economy.

FROST
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Source: RBNZ, World Investment Report 2020, Frost & Sullivan
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Investments (continued)

Net FDI Inflows, New Zealand, 2014-2019
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* New Zealand’s foreign direct investment (FDI) (inflow) has been on a positive growth trajectory since 2018 and reached $5,427.0 M
in 2019.

* As of June 2020, the country’s FDI accounted for $1,560.0 M. Total FDI is expected to end lower for 2020 than it did for 2019, but it
will likely close at a point similar to that of 2018.

* The major sectors for FDIs in New Zealand since 2014 have been financial and insurance, manufacturing, agriculture-forestry-fishing,
retail trade, and wholesale trade. The top countries investing in New Zealand over the same period are Australia, Hong Kong,
United States, Japan, and the United Kingdom.

Source: RBNZ, World Investment Report 2020, Frost & Sullivan
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Employment

Unemployment Rate, New Zealand, March 2017-December 2020
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Change in Unemployed People, New Zealand, March 2017-September 2020
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Since the inception of Stats NZ in 1956,
New Zealand recorded the highest jump
(1.3%) in the unemployment rate in the
guarter ending September 2020.

The same quarter also witnessed the largest
guarterly rise in the unemployment rate,
with 37,000 more people unemployed.

The overall sluggish economy caused by
pandemic lockdowns in 2020 has resulted in
the closure or slowdown of businesses,
which translates into job cuts.

Nonetheless, the December 2020 quarterly
indicator showed slight improvements, with
the unemployment rate falling to 4.9%.

Overall, the feeling of job security rose in the
quarter ending December 2020, with 42.4%
of people saying there was almost no chance
they would lose their job in the next 12
months, compared to the 37.4% who had the
same answer in the same survey done in the
September 2020 quarter.

Source: RBNZ, World Investment Report 2020, Frost & Sullivan
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Housing Data and Consumer Price Index

Housing Data, New Zealand, Mar 2017-Dec 2020
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demand has certainly pushed prices up at a time

Period when supply is limited.

Source: RBNZ, Frost & Sullivan
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Construction

Building Construction Consent Value, New Zealand, Dec 2018-Dec 2020
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Building construction values and consent values in

New Zealand have been on a downward trend since
2019. This trend was compounded by COVID-19
lockdowns that resulted in new projects being deferred
and delays to existing projects.

Delays in materials shipment, limited labour and
contractors, and reduced productivity are the pertinent
restraints caused by the lockdowns. The government
has allocated funding to revive infrastructure
construction.

The major beneficiary of government funding is the
transportation sector, with the exception of the airport
sub-sector. In general, airports are likely to face a
longer downturn and planned development and
redevelopment related to airports are expected to be
postponed or shelved.

Other key developments in 2020 include the following:

o The government has allocated $2.60B funding for
infrastructure projects.

o The 4 major sectors to benefit from this financial
assistance are transportation, community and social
development, housing and urban development, and
environment.

o $1.20B was earmarked for rail development which
includes new freight wagons and locomotives, rail
track and supporting infrastructure, road/rail
ferries, and associated portside infrastructure.

Source: Stats NZ, Frost & Sullivan
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Impact of COVID-19

In May 2020, the government announced the allocation of $50B to the COVID-19 Response and Recovery Fund (CRRF). This was in
addition to the preliminary measures the government had already taken. The government made 12 plans or packages available as
part of this fund.

Stimulus Package and Initiatives by Government due to COVID-19, New Zealand, 2020

Wage Subsidy Support

Commercial Property Law Changes

Consultancy Support Leave Support Scheme

NZ> 508

12)%

Small Business Cash Flow Loan Tax Administration Act Changes

New Zealand
Government

Business Finance Guarantee Scheme

R&D Tax Incentive
Loan

Temporary Tax Loss Carry-back Depreciation Tax Deductions

Business Debt Hibernation Remission of Penalties and Interest

* The government had already announced an initial $12.1 billion COVID-19 Economic Response Package in March 2020, prior to
announcing the CRRF. CRRF was introduced as part of New Zealand’s 2020 budget.

* As part of the S50B funds (which may be increased in the near future), the government has launched the COVID-19 Innovation
Acceleration Fund ($25M), to accelerate the operational deployment of innovative solutions in order to support responses to
COVID-19.

* The government is expected to assess the economic situation and extend the CRRF as the situation demands.

Source: Stats NZ, Frost & Sullivan
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Key Growth Metrics

FM Market: Key Growth Metrics, New Zealand, 2020

. Revenue for Last Year Base Year Growth
Life Cycle Stage Revenue of Study Period Rate
Developing $2,545.8 M v $3,085.3 M . (3.7%) 3
(2020) (2026)

Compound Annual

. Degree of
Growth Rate Outsourcing Rate

Technical Change

3.3% 55.3% 7
? t

(2020-2026) (2020) (scale:1 [low] to 10 [high])

Note: All figures are rounded. The base year is 2020. Source: Frost & Sullivan
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Growth Drivers

FM Market: Growth Drivers, New Zealand, 2021-2026

_

High awareness and active participation among end users spur the
development of the FM market. The end-user expectation on most

facilities fuels the need for the proper upkeep of facilities, subsequently High High High
becoming the primary driver for stable FM demand.

Growing awareness of energy efficiency, supported by the government’s

active role in driving energy efficiency in buildings, has translated into

value-added FM opportunities in the domestic market. Mandates or Medium High High

guidelines that placed a higher focus on reducing energy usage in
buildings means service providers will be able to tap into market needs
around sustainable solutions.

The existing building stock in the country has been the driver for constant

FM demand. Furthermore, ageing buildings formed a bulk of existing

buildings in certain sectors, like education and government. Greater FM Medium Medium Medium
requirements on the maintenance and additional care of building

systems have been deemed essential.

The growing need for reduced safety risks, particularly among end-user
sectors that have critical environment sites, is another key driver for
advanced FM solutions. Sites with a critical environment, such as
healthcare facilities or manufacturing plants, require a specialized FM
approach, which drives the penetration of advanced FM solutions in
these niche segments.

Medium Medium Medium

Source: Frost & Sullivan
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Growth Restraints

FM Market: Growth Restraints, New Zealand, 2021-2026

_

The lack of scale in some parts of the country due to small and declining
populations limits possible FM growth in those areas. Similarly, lack of
scale in terms of facility size is another constraint, limiting the adoption
of outsourced FM or even a proper internal FM team.

Limitations in funding among end users have continuously challenged

FM adoption and delivery. The limitation is often a result of budget

reallocation due to cost constraints, complex internal politics, or decision High High Medium
making processes in organizations. This results in lower priority placed on

FM expenditure.

Existing FM practices take a reactive rather than a proactive approach to

. L . . ) High Medium Medium
maintenance. This hinders the adoption of value-creation solutions. g ediu edit
The population concentration in key cities translates into talent and
kill rsonnel often bein ncentrated ther well. This, together . . .
skilled personnel often being concentrated there as we s, togethe Medium Medium Medium

with the lack of scale in smaller cities, limits FM development and
potential growth.

The differing and wide variation in FM practices across sectors hinders

decision-making and uptake of innovative services. For example, in the

government sector, the FM practices and expectations of the central

government end users vary from those of the local government end Medium Medium Medium
users. The expectation among councils differs as well. It is difficult for

FM teams, including service providers, to gauge and meet all kinds of

FM expectations.

Source: Frost & Sullivan
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Revenue Forecast

FM Market: Revenue Forecast, New Zealand, 2018-2026
Revenue CAGR, 2020-2026 = 3.3%
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Note: All figures are rounded. The base year is 2020. Source: Frost & Sullivan

PBFE-19

22




Revenue Forecast Analysis

* The mature New Zealand FM market is seeing relatively stable growth, despite the disruption in 2020. The market is
currently in the midst of recovery and end users are expecting FM demand to stabilize by 2021.

* The FM market in New Zealand is supported by the relatively stable economic conditions in the country. The large facility
base in several end-user sectors, such as retail and government, also translates into significant and steady FM demand.

* The trends in non-residential construction activities, including infrastructure building activities, translates into a larger
addressable FM base in the near future.

* However, budgetary control and rising operating costs, particularly on manpower, continue to be a key concern for both
end users that manage FM in-house and service providers that offer FM services.

* In terms of end-user sector, the retail and government sectors are the main contributors to the total New Zealand
FM market due to their large asset base.

*  Whereas in terms of service type, M&E continues to be a key area of focus for FM due to the requirements to be met in
building and energy codes and end-user need to minimize disruptions to daily operations.

* |In general, the domestic market’s FM development mirrors the Australian FM market development, albeit on a slower and
smaller scale. Many service providers with a strong presence in the Australian market choose to explore growth
opportunities in the New Zealand market as well. This has resulted in a good mix of local and foreign service providers
operating in the domestic FM market.

* With similar services across end-user sectors in New Zealand and Australia, service providers that have competitive
advantages in specific end-users sectors in Australia will be able to have ease of market entry into similar clientele in New
Zealand.

* Domestic end users are less aware of and less likely to adopt advanced technologies and need a push from regulatory
mandates or guidelines. For example, the strong push from the government on building energy efficiency agenda has led to
heightened focus among service providers and end users to explore energy-efficient solutions.

Source: Frost & Sullivan
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Market Trend by Penetration of Outsourced FM

FM Market: Penetration and Composition of
Outsourced FM, New Zealand, 2020

In-house vs. Outsourced IFM vs. FM

IFM;
$209.2 M; 14.9%

FM;

$1,199.1 M; 85.1%

In-house FM;
$1,137.5 M; 44.7%

FROST ¢ SULLIVAN

New Zealand's outsourced FM market share was at 55.3% in 2020,
considerably lower than that of other developed countries. The
preference to maintain an in-house FM team is still prevalent in the
country.

In terms of the end-user sector, the outsourcing rate is the highest in the
office and education sectors, owning to the end-user maturity and well-
regulated building guidelines and standards in place. The outsourcing
trend is also gaining traction in government, hospitals, retail malls, and
airport facilities.

Facilities such as aged-care or nursing homes and warehouses ranked
the lowest in terms of the rate of adoption of outsourced FM services.

In general, the outsourcing rate is expected to continue to have'a CAGR
of 3.9% from 2020 to 2026.

As for the adoption of an integrated approach, the New Zealand market
witnessed strong IFM in the office sector. Similarly, the maturity of office
end users has been the primary factor behind the high awareness of IFM
and willingness to explore an integrated approach.

This is followed by the government sector, where the adoption of
outsourced FM services has been on a rise due to the advancement in
the sector’s procurement processes. The ability to engage with a single
point of contact is another key attractive point for IFM adoption in the
government sector.

The manufacturing and transportation sectors are at a nascent level of
IFM development. Other sectors did not have any IFM adoption during
the base year.

The IFM adoption is expected to grow gradually at a CAGR of 4.0%
during the forecast period.

Note: All figures are rounded. The base year is 2020. Source: Frost & Sullivan
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Market Trend by Service Type

. * Mechanical and electrical (M&E) services led in terms of
AL SBLO Sl TR R T pl S S ey revenue contribution for New Zealand’s overall FM market.

This is due to the high hard-FM requirements across most
facilities, supported by the regulatory push on building-
related maintenance guidelines. The national agenda
towards energy efficiency has also indirectly led to high
M&E revenue contributions as there is a strong emphasis
placed on building system maintenance to ensure these
energy efficiency goals are achieved.

* This is followed by cleaning service, where a large portion
of an FM cost is still tied to maintaining the cleanliness of
$2,545.8 M the faFiIity. Similarly, environmental service is another
unavoidable cost due to waste management needs across
all facilities. Services supporting energy efficiency and
green building trends are contributing towards the
environmental service segment too.

* The rest of the FM service types are relatively stagnant in
comparison, due to the nature of the services where
periodic services are often scheduled to maintain the look
and feel of the facility.

u|FM = M&E H Catering L . i i
. . . * Sophisticated services to support the growing technological
m Cleaning ® Environmental m Landscaping adoption in buildings and the increasing emphasis on
Security Others * workplace experience are likely to be the backbone of FM

demand in the forecast period, most likely contributing
towards growth in hard FM and IFM service segments.
*Others include services or contracts for maintenance of fire safety systems, energy
management solutions, painting/graffiti removal, general building works, pest control, front

desk support, etc. Note: All figures are rounded. The base year is 2020. Source: Frost & Sullivan
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Revenue Forecast by Industry Vertical

FM Market: Revenue Forecast by Industry Vertical, New Zealand, 2018-2026

3,500.0
3,000.0
= 2,500.0
S
S 20000
v
Q
2 1,500.0
Q
>
Q
[«'4
1,000.0
500.0
0.0 o
CAGR
2018 2019 2020 2021 2022 2023 2024 2025 026,000
m Industrial 269.1 | 2792 | 269.4 | 2712 | 2784 | 287.6 | 297.7 | 3057 @ 317.8 2.8%
m Commercial 1,076.0 1,170 10740  1,0841 11172 | 1,159.5 @ 1,02045 1,249.7 @ 1,2989  3.2%
Institutional 4768 | 4934 | 4806 | 4963 | 509.0 | 527.6 @ 4574 | 5699 | 5924 | 3.5%
m Public / Intrastructure ~ 727.4 | 7540 | 721.8 | 7349 | 7518 | 7799 @ 809.8 & 8430 & 876.2 3.3%

Year

Note: All figures are rounded. The base year is 2020. Source: Frost & Sullivan
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Revenue Forecast Analysis by Industry Vertical

Public / Infrastructure

* The government sector has been one of the key growth sectors for the overall domestic FM market due to sustained demand, rising
awareness around smart/green buildings, and active participation from governing bodies.

* The introduction of the All-of-Government Facilities Management Services panel in 2018 has led to a more formalized procurement
system in the sector.

*  FM revenues from the government sector were negatively affected in 2020 due to COVID-19, with impact more significantly
observed from engagements with central government clientele. Cost efficiency concerns have resulted in decisions to reduce ad-hoc
FM engagement works that are deemed less urgent. However, the sector is expected to recover over the forecast period.

* The transportation sector has been largely fuelled by the constant FM demand required to maintain existing facilities. Active
government participation, through investments and large projects, has contributed to the growth of the addressable FM market in
the sector.

* In 2020, the impact of COVID-19 was not as severe as with other sectors due to maintenance deemed necessary for the facilities’
operational continuity. In addition, public transport was not affected for a long time. Post lockdown, most facilities required
additional sanitization services. This cushioned the impact on other service types.

* The sector is expected to recover by 2023 due to existing investments for the replacement of ageing public vehicles and facilities.

* Prior to COVID-19, the airline industry delivered $23 billion of the country's cargo imports and exports and employed 45,000 people
across the value chain, such as airlines, airport operators, and vendors. The aviation sector will provide growth for FM services
despite the COVID-19 pandemic and employee retrenchment; however, this will be at a lower rate than pre-COVID-19.

* Airports are public facilities that are required to be open 24/7 and at all times require security, cleaning and hard-FM services.
The fundamental needs of the airport itself will secure the market for FM services.

Source: Frost & Sullivan
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Revenue Forecast Analysis by Industry Vertical (continued)

Commercial

Most of the office-based businesses throughout New Zealand, especially in prime office areas and CBD, are focused on providing a
conducive workplace for employees. This industry maturity supports FM market growth in the office sector.

A negative revenue growth of 3.8% is accounted for in 2020 due to the COVID-19 pandemic. During the lockdown, non-essential
office operations were required to close temporarily and employees were urged to work from home. Minimal office activities have
reduced building maintenance and FM service frequencies.

FM companies should recover in service demand starting from 2022, providing the global (and the country) economy have revived by
then.

The retail sector is the largest FM sector due to the wide range of operating businesses (including fuel retail) in the sector. The scale
of the sector is underlined by the fact that its employed workforce accounted for 10% of the nation’s total workforce.

This sector was affected by the pandemic-induced nationwide lockdown at the beginning of 2020 and the subsequent Level 3
lockdown in Auckland in August 2020.

Sector recovery has been ongoing since the second half of 2020, with the easing of restrictions and is expected to fully recover over
the forecast period.

FROST

The growth of the FM market for New Zealand’s manufacturing sector has been apparent since 2018. This is related to the increasing
demand for high-quality FM to ensure workplace safety and seamless operational processes in manufacturing plants.

New Zealand’s FM market is expected to grow steadily and exceed pre-COVID revenues by 2023.

The manufacturing sector is considered an attractive sector for FM companies to venture into because of increasing demand, strong
fundamentals and financial stability of the sector itself. There are growing opportunities and demand from manufacturing companies
like Fonterra and other international brands that have significant property portfolios in New Zealand.

Source: Frost & Sullivan
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Revenue Forecast Analysis by Industry Vertical (continued)

* FM revenue in the education sector had dropped in 2020 due to COVID-19 since FM services catering to in-class learning
environments were not in demand in the midst of a pandemic. During the year, universities across New Zealand have been
re-prioritizing their expenditure in an attempt to cut costs and ensure employees can still be paid despite the unstable financial
situation. Service players affected most would be those in cleaning and catering. As for hard FM services, not requiring daily
attendance as much as soft services, the impact of COVID-19 is assumed to be less significant.

* However, the FM market is expected to pick up pace assuming the pandemic will eventually subside and the FM market has
adapted effectively to the “new normal”.

* The demand for FM services in healthcare is generally high due to the critical need for hygiene, food, security and the constant
management of building systems in facilities that are typically 24-hour operations. However, due to the pandemic in 2020, the
focus has shifted to the urgent challenge of tackling the disease itself. As a result, demand for some FM services eased.

* There are also some limitations on FM service delivery. For example, stricter requirements for outsourced personnel entering the
premises pose challenges in dealing with ad-hoc incidents or simple repairs. Another limitation is that of budget and the lower
priority given to expenditure on FM services. Hospitals will automatically opt for replacing medical equipment compared to
repairing HVAC unless deemed urgent. The budget for FM services is perceived as being limited as operational costs are fixed and
rarely obtain approvals if changes or additional funding are proposed.

Source: Frost & Sullivan
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Competitive Environment

Outsourced FM Market: Competitive Environment, New Zealand, 2020

Other Notable Competitors

Notable Mergers and Acquisitions

FROST

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Established client relationships, skill/expertise in FM service delivery, customer support, price
- competitiveness, regulatory compliance, end-user sector focus, and technological focus

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

- Spotless/Downer, Citycare Group, Broadspectrum/Ventia, ISS Facility Services, Programmed
- Maintenance Services (NZ) Limited

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Compass Group, CBRE, Jones Lang LaSalle, Colliers International, BGIS, Serco Group New Zealand
- Limited, ADT Security Limited, Millennium Services Group Limited, Total Utilities Management
Group, MacMillan Plumbing & Gas Ltd, Darroch Limited, Rentokil Initial, G4S, Savills, Eco
Maintenance, Paramount Services Ltd, Goleman Group, Argus Fire Systems Service Limited,

Neda Facilities Services Limited, Professional Property & Cleaning Services Ltd, Crest Commercial
" Cleaning Ltd, Knight Frank, Waste Management New Zealand Limited, Infratel, Advanced Security
Group, Treescape

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

June 2020: Ventia completed the acquisition of Broadspectrum
August 2020: Advanced Security Group acquired V.I.P Security
- October 2020: Downer EDI Limited completed the acquisition of Spotless

~ April 2021: BGIS acquired Service Resources Limited

Source: Frost & Sullivan
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Revenue Share of Top Participants

Outsourced FM Market: Revenue Share of Top Participants, New Zealand, 2019

Spotless/Downer
22.2%

Others*

33.0% \

Programmed
Maintenance Services Citycare Group
(NZ) Limited 20.4%
4.6%
ISS Facility Serwces/ Broadspectrum/Ventia
6.2%

13.6%

*Note: List of ‘Others’ can be found under Competitive Environment slide — ‘Other Notable Competitors’.

Note: Only 2019 market share is available at time of research. Source: Frost & Sullivan
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SWOT Analysis

Company

Spotless/
Downer

Outsourced FM Market: SWOT Analysis, New Zealand, 2020

Strengths

Lead for the government
sector; long-established
market presence and
significant business
contributions; depth in
capability; scalable and
customizable contracts

Weaknesses

Market perception on risks
and instability due to a
significant change in
ownership and leadership;
challenges associated with
service changes and need to
refocus to fit with the
Downer Group’s business
direction

Potential revenue streams
with increasing
government spending on
infrastructure projects; its
building monitoring and
maintenance expertise
supports opportunities
related to building energy
efficiency

Scale and portfolio
diversification is limited to
Australia and New Zealand;
Increasing numbers of FM
companies improving their
FM offerings to include
more sophisticated
solutions

Citycare Group

Strong local branding; ability
to secure and retain large-
scale or nationwide
contracts, particularly from
governments; capacity to
leverage on technology-
supported solutions

Less flexible operations than
that of competitors;
diversified customer base
not as diversified, with few
contracts from the private
sector

Adoption of operational
technology and
information technology
likely to enhance
competitiveness

Possible change in
organizational direction or
disruption with the change
of leadership (resignation of
CEO in September 2020)

Broadspectrum/ | Strong presence in capital A relatively smaller footprint | Less market Likely to lose out on soft-FM
Ventia works and infrastructure in New Zealand when competitiveness in terms contracts; synergies of
establishment; caters to compared to its Australian of soft FM service Ventia-Broadspectrum
diverse industries; high operation; relies on provision; projects’ merger yet to be fully
degree of service flexibility subcontracting to geographical presence realized
subsidiaries which may lead | mostly focused on the
to inefficiency due to the Auckland region/North
complexities of coordination | Island
Source: Frost & Sullivan
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SWOT Analysis (continued)

Company Strengths Weaknesses
ISS Facility Strong service delivering Perceived as a soft-FM- Scalability (due to its High competition among
Services capacity; good increase in focused provider, with reputable presence in service segments that it
end-user sector presence limited capability in Australia) operates in
delivering technical services
Programmed Wide range of services, Lack of focus with no Prefers to outsource basic | Lacks geographical

Maintenance
Services (NZ)

including support for public-
private partnerships (PPPs)

specific image of leading
service to be the go-to

soft FM services and build
its niche expertise;

footprint, with only 3
physical offices in upper

Limited and staffing provisioning; provider; slower growth in targeting sector North Island leaving the
known for being affordable New Zealand, despite their penetration into public South Island unserved;
and delivering good services | strong presence in Australia; | sector-related industries, unable to compete
end-user sectors tapped are | such as hospitals, utilities, | aggressively across end-user
limited and other government sectors
sectors
Source: Frost & Sullivan
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Growth Opportunity 1—Service Scope Expansion for Customers’
Unmet Needs in FM

Frost & Sullivan has identified 10 Growth Processes that serve as levers for determining and evaluating new Growth Opportunities.

Vertical Market

Geographic
Expansion

Expansion "
Competitive

Strategy

Customer and
Branding Distribution

Growth Strategic
. Channel Partnerin
rocesses New Product Optimization New Product s

Development Launch
IR Technology and IP

Acquisitions

Relevant Industries for this Growth Opportunity Applicable Regions

Opp. Size
in 5 Years
Industrial Automation Commercial Mobility Security North America South Asia
Environmental Chemicals & Materials Communications Tech Latin America Middle East
Timeline
- 2 Years ) . ) )
for Action Oil & Gas Ag., Food & Nutrition Information Tech Cent/East Europe European Union
Building Technologies Test & Measurement Pharma & Biotech UK
Consumer Electronics Aerospace Advanced Medtech Africa Japan
Base Year
Consumer Mobility Defense Fintech China Oceania
Source: Frost & Sullivan
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Growth Opportunity 1—Service Scope Expansion for Customers’
Unmet Needs in FM (continued)

Context and Definition Call to Action

* The outsourcing rate in New Zealand was at 55.3% in 2020. * Service scope expansion is an area service providers should
market being served by an external party, instead of in-house

existing well-connected clients. For example, a client may
FM teams. . . . L .
have good experience dealing with their existing service

* End users in New Zealand rarely go back to the market once provider covering hard-FM engagements. There is a high
contracts end. Often, renewals with the same providers are

preferred, especially when there is no major issue or
dissatisfaction with the existing service provider.

chance for the client to reach out to the same service
provider if they are considering outsourcing for other FM

requirements and the service provider can offer or match the
* In certain organizations, there are best practice service

procurement protocols in place to go back to the market

after a certain period has been served by the same service

provider. However, even in these cases, the chances of the @
organization revisiting the market options and yet still

selecting the same service provider are high.

needs.

* Reassessment of the market is crucial for service providers to
ensure the right end-user sectors or service offerings are
selected as a priority. For example, Spotless reduced its
presence in the healthcare sector while penetrating rapidly in

* Furthermore, once end users choose to outsource, they {he FerETTE sesEr

generally prefer to continue with the same approach as going
back to maintain an in-house FM would be troublesome and
costly in terms of re-building team capacity and capabilities.

* The addressable FM market is expected to continue to grow
gradually with end users likely to look for more applications
for FM. Market growth is also expected to be driven by
emerging opportunities for first-generation outsourcing.

Source: Frost & Sullivan
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Growth Opportunity 2—Enhance Self-delivery Capabilities for Total
Engagement with Customer

Frost & Sullivan has identified 10 Growth Processes that serve as levers for determining and evaluating new Growth Opportunities.

Vertical Market

Geographic
Expansion

Expansion "
Competitive

Strategy

Customer and
Branding Distribution

Growth Strategic
. Channel Partnerin
rocesses New Product Optimization New Product s

Development Launch
IR Technology and IP

Acquisitions

Relevant Industries for this Growth Opportunity Applicable Regions

Opp. Size
in 5 Years
Industrial Automation Commercial Mobility Security North America South Asia
Environmental Chemicals & Materials Communications Tech Latin America Middle East
Timeline
- 2 Years ) . ) )
for Action Oil & Gas Ag., Food & Nutrition Information Tech Cent/East Europe European Union
Building Technologies Test & Measurement Pharma & Biotech UK
Consumer Electronics Aerospace Advanced Medtech Africa Japan
Base Year
Consumer Mobility Defense Fintech China Oceania
Source: Frost & Sullivan
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Growth Opportunity 2—Enhance Self-delivery Capabilities for Total
Engagement with Customer (continued)

Context and Definition

* Itis uncommon for any service provider to have the internal
team capability to address all service provisions. Often,
service providers will self-deliver aspects of the FM services
based on their core focus areas and subcontract the rest.

* Market perception and feedback is consistently suggesting a
high degree of scepticism around the value of FM companies
who sub-contract out to other providers. This is largely
attributed to the perception that such FM service provider
have less control over the services they provide. The lack of
direct involvement of the client in the decision-making
process on subcontractor selection adds to the scepticism.

* Resultantly, a number of customers prefer to deal directly
with subcontractors (often known to the market as level 3
players), instead of going through another service provider,
who may act as a managing agent.

* Itis also worth noting that even when outsourced FM
services is adopted, in many cases, end users may still retain
their in-house team, probably on a much smaller scale and
generally as a management team, to work closely with
service providers.

FROST ¢ SULLIVAN

®

Call to Action

It is uncommon for any service provider to have the internal
team capability to address all service provisions. Often,
service providers will self-deliver aspects of the FM services
based on their core focus areas and subcontract the rest.

Market perception and feedback are consistently suggesting
a high degree of scepticism around the value of FM
companies who sub-contract out to other providers. This is
largely attributed to the perception that such FM service
providers have less control over the services they provide.
The lack of direct involvement of the client in the decision-
making process on subcontractor selection adds to the
scepticism.

Resultantly, many customers prefer to deal directly with
subcontractors (often known to the market as level 3 players)
instead of going through another service provider, who may
act as a managing agent.

It is also worth noting that often, even when end users
outsource FM services, they may retain their in-house team,
probably on a much smaller scale and as a management
team, to work closely with service providers.

Source: Frost & Sullivan
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Growth Opportunity 3—Environmentally Sustainable Solutions For
Alignment with National Direction in Energy Efficiency

Frost & Sullivan has identified 10 Growth Processes that serve as levers for determining and evaluating new Growth Opportunities.

Customer and
Branding

Growth
Processes

Opp. Size $100 M -

Industrial Automation
Environmental

Timeline 2 Years

for Action Oil & Gas
Building Technologies
Consumer Electronics

Base Year

Consumer Mobility

FROST ¢ SULLIVAN

New Product
Development

Geographic

Expansion "
Competitive

Distribution Strategy

Channel

Optimization New Product

Launch
Mergers &
Acquisitions

Relevant Industries for this Growth Opportunity

Commercial Mobility Security

Chemicals & Materials Communications Tech

Ag., Food & Nutrition Information Tech

Test & Measurement Pharma & Biotech

Aerospace Advanced Medtech

Defense Fintech

North America
Latin America

Cent/East Europe

ux

Vertical Market
Expansion

Strategic
Partnering

Technology and IP

Applicable Regions

South Asia
Middle East

European Union

Africa Japan

China Oceania

Source: Frost & Sullivan
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Growth Opportunity 3—Environmentally Sustainable Solutions for
Alignment with National Direction in Energy Efficiency (continued)

Context and Definition

* Sustainability has been a key focus for the New Zealand
government over the last decade. New Zealand Energy
Strategy 2011-2021 and New Zealand Energy Efficiency and
Conservation Strategy 2017-2022 have placed a higher focus
on reducing energy-related greenhouse gas emissions and
increase the number of government-owned or government-
leased buildings with the NABERSNZ* ratings.

* The government’s proactive stand on becoming an energy-
efficiency leader as a nation has created a trickle-down effect
on decision-making, ranging from construction to
procurement of goods and services. This will have a positive
impact on sector operations and approaches in maintenance
and system implementation.

*Note: The National Australian Built Environment Rating System
(NABERS) is an initiative launched by the Australian government
in 1999 to measure and compare the environmental energy and
carbon performance of commercial buildings and tenancies. In
2013, New Zealand'’s Energy Efficiency and Conservation
Authority (EECA) introduced NABERSNZ as a tool to rate the
carbon performance of New Zealand offices.

FROST ¢ SULLIVAN

Call to Action

* With the government sector likely to be a pioneer in

engaging smart or sustainable technologies or systems to
drive the national agenda on sustainability, FM service
providers should support this initiative by ensuring seamless
integration and meaningful interpretation of the data
collected.

FM companies should design sustainable FM solutions to
support the new mandate that requires existing buildings to
achieve a minimum of 4 stars under NABERSNZ, and a
minimum of 5 stars for new buildings.

FM service providers should consider providing building
energy management systems (BEMS), building loT, people
flow enablers, recycling, renewable energy, etc.

The awareness of sustainable buildings having lower
maintenance costs and requiring less frequent renovation
is growing and should be promoted as an attractive
consideration to building owners. In order to be well-
positioned in the buildings industry value chain, FM service
providers should offer services in energy management,
property construction, and digital technologies

Service providers that enhance their M&E capabilities will
also be advantageous in achieving system efficiency for its
customers.

Source: Frost & Sullivan
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Growth Opportunity 4—Technology-supported Solutions to Capture
End-users’ Needs in Sophisticated Building Systems

Frost & Sullivan has identified 10 Growth Processes that serve as levers for determining and evaluating new Growth Opportunities.

Customer and
Branding

Growth
Processes

Opp. Size
in5 Years [htaaudll
Industrial Automation
Environmental
Timeline
. 2 Years
for Action Oil & Gas
Building Technologies
Consumer Electronics
Base Year

Consumer Mobility

FROST ¢ SULLIVAN

New Product
Development

Geographic

Expansion "
Competitive

Distribution Strategy

Channel

Optimization New Product

Launch
Mergers &
Acquisitions

Relevant Industries for this Growth Opportunity

Commercial Mobility Security

Chemicals & Materials Communications Tech

Ag., Food & Nutrition Information Tech

Test & Measurement Pharma & Biotech

Aerospace Advanced Medtech

Defense Fintech

North America
Latin America

Cent/East Europe

ux

Vertical Market
Expansion

Strategic
Partnering

Technology and IP

Applicable Regions

South Asia
Middle East

European Union

Africa Japan

China Oceania

Source: Frost & Sullivan
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Growth Opportunity 4—Technology-supported Solutions to Capture
End-users’ Needs in Sophisticated Building Systems (continued)

Context and Definition

* Building owners are increasingly adopting advanced building
systems to boost building value and attract tenants. Some of
the notable trends include the following:

o loT-based automation: This entails the use of IoT to connect
devices such as lightings, HVAC, and lifts and escalators of office
buildings. For example, the systems are synchronized to the
meeting schedule, automatically preparing the room by
switching on the lights and air-conditioning before the meeting
starts and switching off devices when the room is vacant.

o Digitization of the workplace: This entails the use of smart
sensors and cameras to track visitors in and out of buildings,
including the usage of facial recognition technology, beacons,
digital signage, thermal sensing cameras, among others. This
can replace the use of conventional paper-based methods and
create a contactless and seamless experience when checking in
the building.

o Digitalization of workflow: Manufacturing plants are observed
to be going through the transformation in terms of digital
workflows, where work orders, asset locations, fleet
management, maintenance appointments, and updates can be
easily accessed.

* The adoption of advanced building systems by building
owners is likely to create potential market opportunities for
service providers with niche expertise in managing these
systems and provide meaningful interpretation of the data
collected through them.

FROST ¢ SULLIVAN

Call to Action

* Sectors such as offices and government will see traction in

the adoption of digitization of the workplace. Service
providers serving these sectors should incorporate
supporting solutions to serve the growing demand for the
maintenance of installed building systems.

In addition, service providers should offer value-added
services in terms of data interpretation for the future
planning of the facility maintenance or fine-tune building
systems for better cost and energy efficiency.

Market participants should also focus on the use of
technologies in FM services on key end-user sectors, such as
education, offices, and manufacturing, that are adopters of
energy-efficiency technologies and enable cost savings in
operations.

Service providers that are able to develop internal
capabilities and technologies to support clients in
maintaining their building systems will have a competitive
advantage over the rest.

Source: Frost & Sullivan
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Growth Opportunity 5—Shift to Outcome-based Contracts for

Efficiency in Cost and Service Delivery

Frost & Sullivan has identified 10 Growth Processes that serve as levers for determining and evaluating new Growth Opportunities.

Geographic
E .
Customer and Xpansion
Branding Distribution
Channel

Optimization

Growth

Processes New Product

Development
Mergers &

Acquisitions

Opp. Size
in5 Years [Ihtaudll
Industrial Automation Commercial Mobility
Environmental Chemicals & Materials
Timeline
. 2 Years ) .
for Action Oil & Gas Ag., Food & Nutrition
Building Technologies Test & Measurement
Consumer Electronics Aerospace
Base Year
Defense

Consumer Mobility

FROST ¢ SULLIVAN

Relevant Industries for this Growth Opportunity

Communications Tech
Information Tech
Pharma & Biotech

Advanced Medtech

Competitive
Strategy

New Product
Launch

North America

Cent/East Europe

Latin America

Vertical Market
Expansion

Strategic
Partnering

Technology and IP

Applicable Regions

South Asia
Middle East

European Union

ux

Africa Japan

China Oceania

Source: Frost & Sullivan
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Growth Opportunity 5—Shift to Outcome-based Contracts for
Efficiency in Cost and Service Delivery (continued)

Context and Definition

* The market observed a growing emphasis on performance-
based FM contracts. The paradigm shift towards
performance-based from product- or input-based contracting
will bring increased focus on operational excellence and
quality of service.

* This translates into cost based on FM outcomes rather than
on the number of labourers or equipment involved in the
service.

* There is also growing demand in the domestic market for
minor capital work, particularly from the education,
healthcare, and government sectors.

* End users from these sectors often have strategic asset
management and lifecycle assessments for their equipment
and assets and are more likely to engage service providers
for minor capital works as part of the FM engagement.

* Besides minor capital work, another more sophisticated
asset planning trend that has been catching the attention of
mature end users is the planned preventative maintenance
(PPM) approach. The domestic market is seeing some
mature end users adopting and incorporating PPM into their
existing maintenance schedule, traditionally skewed towards
a reactive approach.

FROST ¢ SULLIVAN

Call to Action

* The performance-based contract is preferred in certain

service-type contracts (energy management, security, and in
some instances, cleaning, etc). In targeting end users looking
for cost-saving measures, performance-based contracting
can be an attractive option. Service providers should have
convincing contract propositions to ensure services are
delivered and the agreed outcome is achievable.

In terms of minor capital work, the internal capability of
service providers in providing this service is crucial. As this is
previously often served by niche technical providers or
equipment providers, FM providers should have a strong and
proven team to convince the client. It may also be easier for
FM providers to target existing clients to build up a minor
capital work portfolio first.

The adoption of PPM will be driven largely by the
development of building codes or acts, influencing the need
for compliance and requirements on health and safety.
Currently, end users adopting PPM often utilize a mixture of
reactive and PPM approaches, depending on the criticality of
the maintenance and compliance needs. FM providers
should leverage this opportunity by developing thought-
leadership in service efficiency and win market share by
supporting clients along their journey to adopting the PPM
approach.

Source: Frost & Sullivan
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Legal Disclaimer

Frost & Sullivan is not responsible for any incorrect information supplied by companies or users.
Quantitative market information is based primarily on interviews and therefore is subject to fluctuation.
Frost & Sullivan research services are limited publications containing valuable market information
provided to a select group of customers. Customers acknowledge, when ordering or downloading, that
Frost & Sullivan research services are for internal use and not for general publication or disclosure to
third parties. No part of this research service may be given, lent, resold, or disclosed to noncustomers
without written permission. Furthermore, no part may be reproduced, stored in a retrieval system, or
transmitted in any form or by any means—electronic, mechanical, photocopying, recording, or
otherwise—without the permission of the publisher.

For information regarding permission, write to:
Frost & Sullivan

3211 Scott Blvd., Suite 203

Santa Clara, CA 95054

2021 Frost & Sullivan. All rights reserved. This document contains highly confidential information and is the sole property of Frost & Sullivan.
No part of it may be circulated, quoted, copied, or otherwise reproduced without the written approval of Frost & Sullivan.
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