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About >

This information paper has been prepared in response to a growing level of uncertainty surrounding education assets
and how this may impact valuation advice, whether it be for financial reporting, secured lending or acquisition and

disposal.

Drawing on experience dating back to 2010, where the UAE education sector was categorised as relatively small but
fast-growing, demand and supply imbalances were inevitable, enrolment trends, fee matrix, development viability all
showing rapid shifts, we have applied our experience across the UAE to assess the current dynamics impacting the
education sector. This is a segment where lenders and investors may hold significant exposure through

individual assets or portfolios.

With a track record of valuation and advisory on over 100 private education assets across the UAE and 100’s of
valuation requirements, Real Estate X provides extensive analysis of the factors affecting the UAE education market.

This experience and expertise positions Real Estate X uniquely to provide this outlook.

To support the preparation of this report, Real Estate X engaged with several education groups to which it provides
valuation advisory services, in order to better understand current concerns and potential sector risks, with the aim of

enhancing the quality of valuation advice we provide.

Real Estate X sources its data from sources it considers reliable; however, it does not guarantee the accuracy or
completeness of the information provided. Any forward-looking statements contained herein are subject to risks and
uncertainties, many of which are difficult to predict, and actual performance may differ accordingly. Other advisory
firms may present differing opinions, projections or analyses. The information contained in this document does not
constitute investment or financial advice and should not be relied upon as such. Neither Real Estate X nor any of its

subsidiaries, officers, employees, or agents accept liability for any use of or reliance on this material.
This document is the intellectual property of Real Estate X and may not be reproduced, distributed, or transmitted in
whole or in part without prior written consent. Real Estate X assumes no obligation to revise its opinions in light of

future market changes.

We trust this paper will assist you in evaluating the implications of current market conditions on your education sector

exposure and provide insight into how we can support informed decision-making.
Please contact us to discuss how we can assist with your education valuation and advisory requirements.

Kind regards,

Real Estate X — Valuation Specialists
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Material Uncertainty

“Where the degree of uncertainty in a valuation falls outside of parameters
that might normally be reasonable and accepted” - VPGA 10, RICS Red Book

What is material uncertainty?

Valuation reports and documentation are a critical and defining feature of the Red Book
Global Standards process.

A valuation report must clearly and accurately set out the conclusions of the valuation in
a manner that is neither ambiguous nor misleading and does not create a false
impression.

In times of uncertainty that would not be reasonable, and the valuer must draw attention
and comment on this uncertainty.

Why is it needed?

There are a several situations where a Material Uncertainty clause is required. We have
noted a few of these below.

Lack of Comparable Data. When certain unknown events happen and cause the market
to freeze, there is often a lack of immediate comparable data and the clause highlights
that the valuation may be based on limited data.

Transparency in Exceptional Times. The clause highlights that the valuation is prepared
in exceptional circumstances where there is not the same degree of certainty.

How we mitigate

The Real Estate X team provide a number of different valuation methodologies and
approaches with each valuation. We can use the experience we have gained over 100’s of
valuation and advisory instructions and apply it to the advice we continue to give to
Banks, financial institutions and stakeholders across the Emirates.

In exceptional times, market experience is of paramountimportance. Even if it is to
demonstrate that the uncertainty only provides for a minimal impact in value.
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Private Schools

Supply Assets
(Dubai and Abu
Dhabi)

Pupil Demand
(Dubai and Abu
Dhabi)

370+ 650k +

Although over 90 Private schools have opened in
Dubai over the past decade, demand has
consistently outpaced supply, with average
occupancy levels reaching record highs across
premium and branded institutions. This trend
reflects Dubai’s structural population growth,
driven by its position as a global hub for talent,
expatriates, and high-income families, in line with
the emirate’s D33 Economic Agenda and KHDA'’s
long-term strategy to expand access to high-

quality private education.

A similar dynamic is evident in Abu Dhabi, albeit
with a more measured supply pipeline. Despite
fewer school openings, private school enrolments
increased by approximately 12.9% in the 2024/25
academic year, highlighting strong underlying
demand. This growth aligns with ADEK’s vision to
enhance educational quality, diversify curricula
offerings, and position Abu Dhabi as a leading
destination for premium education as part of its
broader economic diversification strategy under

Vision 2030.

UAE EDUCATION
-CONOMICS

Across the UAE, sustained population inflows,
rising household incomes, and government-led
initiatives to attract and retain  skilled
professionals have structurally increased demand
for private education. This has translated into
higher fee resilience, improved revenue visibility,
and stronger operating margins across established
school operators. In particular, premium and
super-premium segments have seen the most
pronounced

demand-supply imbalance,

supporting fee growth and high utilisation rates.

As a result, investor appetite for education assets
has strengthened significantly. The sector is
increasingly viewed as a defensive, income-
generating asset class, underpinned by stable

cash flows and long-term demographic tailwinds.

This has led to increased transactional activity,
with over AED 1.3 billion in education-related
deals recorded during 2025, alongside a growing
pipeline of greenfield developments and land

allocations.

Looking ahead, both KHDA and ADEK are actively
facilitating further capacity expansion, targeting
the delivery of new school seats and campuses in
line with projected population growth through
2030 and beyond. However, given the continued
pace of demand growth, particularly within mid-to-
premium and premium segments, the market is
expected to remain undersupplied in the near
term, sustaining favourable operating conditions
and continued investment momentum across the

UAE’s private education sector.
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UAE EDUCATION
-RFORMANC

Private School Sales

PROPERTY LOCATION BUA DATE PRICE PER BUA (AED) STRUCTURE TYPE

Property 1 Dubai Confidential Q32025 1,000.0sq ft - 1,100.0sq ft Leased Sale
Property 2 Dubai Confidential Q22025 1,200.0sq ft - 1,300.0sq ft Leased Sale
Property 3 Dubai Confidential Q22025 1,100.0sq ft - 1,200.0sq ft Leased Sale
Property 4 Dubai Confidential Q22024 800.0sq ft - 900.0sq ft OpCo/PropCo Sale

Property 5 Dubai Confidential Q22022 800.0sq ft - 900.0sq ft OpCo/PropCo Sale

Many of the premium positioned assets have been bought on sale and lease back arrangements’ or
purchased with an existing rental agreement in-place. Increased activity for premium positioned assets,

in close proximity to established communities continue to be in strong demand.

Private school KPIl 2025

Transaction Volume
(AED) 2025

Prime Yields
(rental)

Prime Rents (sq Gross Operating
ft BUA) Profit (Premium)

7.50% AED 85 48% 1.3bn+

Premium private schools in the UAE are delivering strong rental yields, rising capital values, and
institutional-grade income characteristics, driven by sustained demand-supply imbalance and

positioning the sector as a core alternative real estate asset class.
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Current Situation

As of March 2026, the regional escalations in
the Middle East have led to precautionary
disruptions to education in the UAE, with
schools and universities temporarily shifting to
online learning. The disruption led to
uncertainty, prompting pupil transfers, teacher

departures, and rising staffing and operating

costs.

At the same time, the impact has extended to
the real estate sector, with heightened
geopolitical risk contributing to construction
delays, supply chain pressures, and cost
spikes for under construction education

facilities.

Although tensions have eased, and in-person
learning has resumed since 11 May. Schools
will close for the summer break early July.

During this time uncertainty still exists.

Source: CoStar

In order to understand the current dynamics,
we interviewed education groups operating

over 100 private schools across the UAE.

Four key considerations had impacted the
groups immediately and provided a consistent

theme across the responses:
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Current Situation

Initialimpact assessment provided the following observations:

Tuition Revenue

Regional escalations led to temporary declines in student numbers across all groups. These
reductions were driven by a combination of internal transfers between facilities, students moving
to schools outside their group, and some choosing not to return for Term 3. However, many of
those who did not initially return have since re-enrolled. For example, one group that reported
approximately 330 student withdrawals confirmed that 60 of those students have already
returned.

Performance varied by school rating. Outstanding schools experienced minimal disruption,
whereas schools rated good or very good saw higher levels of student movement, with initial
declines reaching up to 10% in certain cases.

Well-established premium schools with strong reputations are expected to demonstrate greater
resilience. In contrast, mid-market schools are likely to face more pronounced impacts, as short-
term cost pressures weigh more heavily on profitability. Schools in established catchment areas
are expected to maintain relatively stable occupancy levels.

At the time of review, re-registration activity remained subdued, with some providers expressing
uncertainty over whether re-registered students would ultimately take up their places. In line with
KHDA and ADEK regulations, re-registration refund deadlines are set at 60 days before the start of
the academic year in Dubai and 14 days in Abu Dhabi.

Manpower

Among the groups surveyed, teacher turnover linked specifically to the regional escalation ranged
from 0.2% to 9.0% of total staff, with higher levels observed in schools with a younger,
predominantly Western teaching workforce.

Typically, annual teacher attrition falls between 10% and 15%, meaning most recruitment cycles
had already been completed before the escalation. Some individual schools recorded turnover as
high as 27% combined.

Resignations since March have largely been backfilled within existing salary bands, often through
local recruitment within the UAE. Some providers have chosen not to replace departing staff on a
like-for-like basis, instead using this as an opportunity to optimise timetabling or reduce available
sections where re-registrations fall below expectations. Several operators have indicated that
short-term teacher-related costs could rise by up to 10%.

Cost of Sales

Beyond staffing, costs associated with books, uniforms, teaching materials, and general supplies
are expected to increase abnormally for the next academic year. Most operators are currently
reporting cost spikes in the range of 7% to 10%.

Construction Costs
Construction costs have also risen significantly, particularly for campuses targeting September

openings. In some cases, total project costs have increased by up to 25%.

To protect profitability, many operators have deferred non-essential capital improvements,
postponing discretionary upgrades.
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Determining Impact

Real Estate X are one of the only consultancies to provide and report three
valuation methodologies for each educational asset, to assist any client to make
an informed decision.

Real estate assets are generally less exposed to short-term volatility than sectors driven by
transient demand, such as hospitality. However, they remain influenced by broader economic
and socio-political factors, particularly those affecting parental confidence, affordability, and
population movements.

The education sector responds to demand shifts differently, as enrolment decisions are typically
made on an academic-year cycle rather than in real time. While this provides a degree of stability
relative to more reactive sectors, it also means that changes in sentiment, economic conditions,
or external disruptions may take longer to materialise, but can result in more sustained impacts
on enrolment, fee collection, and overall financial performance.

The UAE education market has benefited from sustained demand growth, driven by increases in
the expatriate population, resulting in record enrolment levels. In forming an opinion of value,
Real Estate X is among the few consultancies that provides a minimum of three valuation
scenarios for each educational asset, supporting informed decision-making.

Accordingly, our reports present sufficient analysis, justification, and transparency to support a
robust opinion of value. In contrast, reports that rely solely on a profits-based approach may omit
critical supporting analysis for a discounted cash flow (DCF), potentially resulting in conclusions
that fall outside the definition of Market Value.

The weighting of valuation methodologies depends on the underlying operational model. For
owner-operated assets, the profits method typically underpins the valuation, whereas leased
assets are more appropriately assessed using an income capitalisation approach. In the case of
leased assets, financial forecasts are primarily used to determine an appropriate level of
affordable rent.

The typical valuation workflow looks like this, with each stage cross checked and underpinned by
the other:

Stage 1 Stage 2 Stage 3 Stage 4

Profits Income Market Cost of
Approach Capitalisation Approach Entry
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Income Approach

In examples where the asset is assumed to be operated, in accordance with VPGA 4, the Property
is valued as an operational entity. The valuation on this basis therefore includes:

> thelegalinterestin the land and buildings as a whole;

> the trade inventory, usually comprising all trade fixtures, fittings, furnishings and equipment;
and

> the markets perception of the trading potential, together with an assumed ability to
obtain/renew existing licenses, consents, certificates and permits.

But also excludes:

> Any personal goodwill - this is the value of profit generated over and above market expectations
that would be extinguished upon sale of the trade related property, together with financial
factors related specifically to the current operator of the business.

Key valuation consideration: Providing analysis solely relying upon a profits approach creates a
risk of combining property value (PropCo) with business value (OpCo).

The profits method derives value from trading performance, which inherently reflects both the
property and the business operating within it and therefore the boundary between tangible and
intangible assets can sometimes become blurred.

Although trade-related properties are often sold as part of a going concern and may include both
elements of PropCo and OpCo, suitable adjustment should be made on each occasion to provide
an opinion of Market Value of the Property.

In-line with RICS and IVS frameworks, separate guidance is prepared for:

Y Businesses and Business Interests (IVS 200)

Y Intangible Assets (IVS 210)

> Real Property Interests (IVS 400)

In practice, the profits method valuations straddle all three, creating ambiguity about the correct
basis of value. In consideration of this key valuation consideration, Real Estate X will always
crosscheck the analysis upon this method against an income capitalisation approach and market
transactions.
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Approach Adjustments

Itis anticipated that on average a 3-4% impact on
3 . 5% Y1 EBITDA would be apparent, stabilising in Y2

When preparing our forecasts, we have drawn upon historical performance across multiple
segments, supplemented by our in-depth market expertise. These inputs provide a robust basis
for the following adjustments to Year 1 financial projections, presented on a present value basis.
From Year 2 onwards, standard inflationary assumptions are applied.

Enrolment

A modest reduction in enrolment has been assumed, reflecting varying performance across
asset types. While certain well-positioned schools are outperforming, we have applied an
overall 2% reduction in average annual enrolment to reflect the current uncertainty.

Tuition Fees
In line with regulatory mandates, tuition fees are assumed to remain frozen for the upcoming
academic year.

Discounts

Increased competitive pressures, including new market entrants, are expected to drive higher
levels of incentives. This includes concessions, sibling discounts, bursaries, and staff
incentives, which have been adjusted accordingly.

Ancillary Income
Revenue streams from extracurricular activities (ECA) and facility hire are assumed to remain
stable.

Manpower

Payroll assumptions reflect abnormal cost growth in Year 1, subject to the operating model. In
certain cases, where there has been a reduction in teaching staff linked to regional disruption,
operators may respond by reducing the number of class sections and overall headcount,
partially offsetting inflationary pressures associated with new hires.

Cost of Sales

Cost of sales is assumed to experience a short-term spike of approximately 7%-10% in Year 1.
This includes items such as books, teaching resources, uniforms, and catering. Treatment of
these costs will vary depending on the operating model, particularly in terms of the extent to
which they are absorbed by the schoolversus passed on to parents.

Insurance

Valuation assumptions typically account for property insurance only. Other insurance-related
costs are generally captured within tuition fees or administrative expenses. While some
operators may elect to take out additional policies, any associated incremental costs have been
excluded from this analysis.

The analysis is presented in the format set out below.
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Income Approach

The below replicates what we believe to be a market lead operational forecast from the valuation
date (current). For the purposes of the case study, we assumed an established leasehold facility
based in Dubai operating as a premium UK Curricula school:

FINANCIAL TRADING PROJECTIONS (FUTURE VALUES AED 000's)

REAL ESTATE X PROJECTIONS (Year End August)

Year 1

Year 2027

Projected

Capacity 1600

Occupancy 86.6%

Student Strength 1,386

Teaching Staff (ex. TAs) 101.0

Weighted Average Tuition Fee (Gross) 71,539

Rev. Per Available Seat (RevPAS) 61,974
% POS PAS
Tuition Revenue (Gross) 99,159 101.6%  71,539.1 61,974
Total F&B Revenue 195  0.2% 140.7 122
Facilities Fee 613 0.6% 442.0 383
ECA & STEM 2,781 2.8% 2,006.1 1,738
Total MOD Revenue 3,393  3.5% 2,448.1 2,121
Total Miscellaneous Income -5129 -5.3% (3,700.1) (3,205)

97,619 100.0% 70,427.8 61,012

Total Operating Revenue

Tuition Expenses

43,927 44.3%  31691.6 27,454

Total MOD Expenses

2,565 75.6% 1,850.9 1,603

Total Miscellaneous Expenses

414 -8.1% 299.0 259
Total Departmental Expenses Vi

50,712 51.9% 36,586.4 31,695

T otal Departmental Profit

Administrative & General

2,931 3.0% 2,114.9 1,832
Sales & Marketing 701 0.7% 505.9 438
Property Operations & Maintenance 3563 3.6% 25706 2207
Utility Costs 2,316 2.4% 16711 1448

9512 97% 6,862.6 5,945
41,200 42.2% 29,723.8 25,750]

2,929

Total Undistributed Expenses

Gross Operating Profit (GOP)

Royalty Fee

3.0% 2,112.8 1,830

Management Fee 4646 48% 33520 2,904

7,575  7.8% 5,464.9 4,734

Total Management Fees

33,625 34.4% 24,258.9 21,015

480

Income before Fixed Charges

Insurance

0.5% 346.3 30

o

Land Rent 3,200 3.3%  2,3087 2,000

3680 3.8%  2,655.0 2,300
29945 30.7% 21603.9 18,715

1,952

Non-Operating Expenses

Net Operating Income

Reserve for Renewals (FF&E)

EBITDA

2.0% 1,408.6 1,220

27,992 28.7%

20,195.4 17,495

Year 2
2028
Projected
1600
88.7%
1,419
102.0
72,974
64,702
% POS PAS
103,523 101.0% 72,973.7 64,702
206 0.2% 144.9 128
646  0.6% 455.2 404
2,931 29%  2,066.3 1,832
3,577  3.5% 2,521.6 2,236
-4,824  -4.7% (3,400.2) (3,015)
102,483 100.0% 72,240.0 64,052
44,619 431% 31,4521 27,887
2,581 72.2% 1,819.6 1,613
434 -9.0% 306.2 271
47,635 46.5% 33,577.9
54,848 53.5% 38,662.1
3,030 3.0% 2,135.9 1,894
713 07% 502.6 446
3,655 3.6% 25762 2,284
2,395 2.3% 1,688.2 1,497

9.6%

45055 44.0% 31,758.1

3,074  3.0% 2,167.2 1,922

4,805 4.7%  3,387.0

7879  7.7%

37,175 36.3%

26,204.9

494  0.5% 348.5

3,296  3.2% 2,323.4

3790  37% 2,671.9

33,385 32.6% 23533.0

2,050 2.0% 1,444.8

31,335 30.6% 22,088.2 19,58

Year 3
2029
Projected
1600
88.7%
1,419
103.0
75,163

66,643

106,629
212
665
3,019
3,685

-4,968

105,557 100.0%
45970 431%

2,659 72.2%

447

49,076

56,481

3,121
734
3,764

2,467

10,087

46,394
3,167

4,949

38,278

509

2,111

32,263 30.6%

36.3%

% POs PAS
101.0%  75,162.9 66,643
0.2% 149.2 132
0.6% 468.9 416
2.9% 2,128.3 1,887
3.5% 2,597.2 2,303
-4.7% (3,502.2) (3,105)
74,407.2 65,973
32,404.5 28,731
1,874.2 1,662
-9.0% 315.3 280
34,594.0
39,813.2
3.0%  2,200.0 1,951
0.7% 517.7 459
3.6% 2,653.5 2,353
2.3% 1,738.9 1,542

32,703.1
3.0%  2,232.2 1,979

4.7%  3,488.6

26,982.2

0.5% 359.0 318

2.0% 1,488.1

22,7421 20,164
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Yield & Discount Selection

Discount rate risk premium applied to assets
4 . 0% operating at optimal levels to adjust between
operational risk and property risk

When determining a yield, it is important to distinguish between the relevant valuation
methodologies. The yield is selected using a base of 7.00%, which currently reflects the return
expected by investors for educational assets where affordable rental levels are AED 20m and
below. Where affordable rental levels exceed AED 30m, a base yield of 8.00% is typically
applied; however, itis noted that the most recent comparable transactions have occurred within
a range of 7.50%-7.75%.

It is important to recognise that these yields are considered equivalent yields, given that many
leased educational assets include contractual rental escalations. There are cases where
contracted rental levels are not fully supported by current operational performance, and in such
instances, yields are adjusted to reflect this risk, alongside other relevant variables.

The yield is further refined to differentiate between an income-producing asset, where the yield
reflects the risk associated with receiving a pre-determined rental income, and an operational
entity, where the capitalised yield inherently includes elements of both an OpCo and PropCo.
Evidence supporting yields for operational assets is less transparent, as it requires an
understanding of the financial forecasts underpinning transactions.

Based on our understanding of the market, exit yields in the range of 9.00% -10.00% for good-
quality freehold assets generally produce outcomes that can be corroborated by alternative
valuation methodologies and comparative sales. This compares to yields of approximately
11.00% —-12.00% for comparable leasehold assets, particularly where unexpired lease terms are
under 50 years.

The discount rate is derived from a base equivalent to the adopted yield plus inflationary growth
and is then further adjusted to reflect the operational risk associated with the forecast
assumptions. From an operational perspective, forecasts that stabilise above 80% occupancy
typically attract an additional risk premium, as sustaining enrolment levels above this threshold
requires consistently strong demand across all year groups throughout the cash flow period. The
overall capacity of the facility is also a contributing risk factor.

In the current market, where strong growth has been observed across the education sector,

elevated enrolment levels should be treated with caution, as they may stimulate further
investment and new supply.
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Sensitivity

-0.5% shift in adopted yield and discount rate
3 60/ would resultin a 3.6% difference in value
° 0 produced by the profits approach over a 10-year
period.

To assist the reader in understanding the dynamics of a discounted cashflow, Real Estate X uses
a proof of value concept and a return analysis to justify any opinion of value.

For a proof of value concept, we convert the financial forecast into an estimate of value by
applying market debt and equity ratios to confirm the results produced. The aim is to assess
whether the determined cashflow can in turn satisfy a market lead financing structure and
sustain mortgage and equity returns. In addition, the model will determine to what extent the
forecasts provide a ‘supportable value’.

Stabilised Year 2

Inflation 3.00%

Loan to Value Ratio 50.00%

Amortisation 18 years (leasehold)
Term 10 years

Interest Rate 9.00%

Terminal Cap Rate 11.00%

Equity Yield 22.00%

To take this a step further, from analysis of the forecasted cash flow, it is helpful to analyse the
weighting of total value between the forecasted cash flow and the present value of the terminal
value.

Return Analysis

Net Income Year 10 + Inflation (AED'000s) 40,909
Terminal Value Cap Rate 11.00%
Terminal Value (AED'000s) 347,240
Present Value (AED'000s) 66,345
PV as percentage of total Value 29.1%

Using our Base Scenario, the present-day value of the terminal value is equal to 29.1% of the
total value, this in-turn suggests 70.9% of the total value is attributed to the cashflow.

This 70.9% is split over the 10-year forecast and due to discounting Y1 provides for 16.0% of the
total value attributed to the cashflow. Alternatively, this represents 11.3% of the total value,
which suggest that if the facility were only able to break even during the first year of analysis, we

would expect a circa 10% impact on value vs. normalised conditions.

Note: this scenario is specific to a leasehold asset, likened to the case study
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Income Approach

Current Equivalent Yield expected for a Dubai
based, premium tier education facility.

7.75%

After providing an analysis of the expected performance of the asset, we then try to establish an
opinion of value using an income capitalisation approach. This is a necessary step in determining
an opinion of Market Value and one that provides substantial weighting to the valuation as a
whole.

Examples of rental evidence we detail within our reports are provided, the below has been
simplified for the purposes of this paper:

LEASE EVIDENCE

PROPERTY LOCATION BUA DATE PRICE PER BUA (AED) TYPE
Property 1 Dubai Confidential Q12021 90.0sq ft - 95.0sq ft Saleand LSZE‘E
Property 2 Dubai Confidential Q32023 80.0sq ft - 85.0sq ft Lease Agreement
Property 3 Dubai Confidential Q22018 80.0sqft - 85.0sqft Lease Agreement
Property 4 Dubai Confidential Q12017 60.0sq ft - 65.0sq ft Renewal
Property 5 Dubai Confidential Q22025 80.0sq ft - 85.0sq ft Saleand Lease

Back

We rely on comparable lease transactions, applying our market experience to make appropriate
adjustments, and supplement this analysis with industry benchmarks when assessing affordable
rent. This is further cross-checked against the profits approach. Industry standards are then used
to evaluate whether the proposed rent is sustainable under normalised trading conditions.

An example is shown below, cross checked against KPIs such as percentage of turnover or
EBITDA to ensure returns to the lessee and rent cover are all within a reasonable parameters:

Rent p.a. (AED 000’s) 18,749.6 19,312.0 19,891.4 20,488.1 21,102.8

% of Turnover 19.2% 18.8% 18.8% 18.8% 18.8%
% of EBITDA 66.8% 61.5% 61.5% 61.5% 61.5%
Rent Cover 1.50 1.63 1.62 1.63 1.63
Rent Per Sq ft BUA 71 73 75 77 79
year-on-year growth 3.0% 3.0% 3.0% 3.0%

Depending on the operational model, rent is then put through an inflated cashflow, in-line with
known newly negotiated lease transactions or capitalised on an equivalent yield basis given most
long-lease terms associated with educational facilities and most recently agreed contain rental
escalations which need to be factored.
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Market Approach

The third approach is a market approach. Given the nature of transactions and that no two assets
are the same, it cannot be used as a primary method of valuation, rather a sense check against

the previous two.

Examples of sales evidence we detail within our reports are provided, the below has again been
simplified for the purposes of this paper.

SALES EVIDENCE

PROPERTY LOCATION
Property 1 Dubai
Property2  Dubai
Property 3 Dubai
Property4 Dubai

BUA

Confidential
Confidential
Confidential

Confidential

DATE

Q32025
Q22025
Q22025
Q22024

PRICE PER BUA (AED)
1,000sqft - 1,100sq ft
1,200sq ft - 1,300sq ft
1,100sqft - 1,200sq ft

800sq ft - 900sq ft

STRUCTURE
Leased
Leased
Leased

OpCo/PropCo

TYPE
Sale
Sale
Sale
Sale

We use known sales transactions, using market experience apply necessary adjustments using

the following attributes:

Location

Lot size
Tenure
Facilities
Brand

VVVVVVVYV

Date of transaction
Type of information (sale, offer, negotiation)
Performance (yield)

If the results from the previous two valuation methods are far from comparable transactions,
assumptions adopted maybe re-looked at in order to qualify the reasonableness.
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Cost of Entry

The cost of entry into the market must be considered and is a final check. In our case study, the land
is held under a leasehold basis, a capitalisation of existing ground rent levels or an adjustment
between freehold sales and leasehold considerations can be applied.

With recent construction cost tenders for schools ranging from AED 600 — 800 per sq ft on the
proposed Built-Up Area, for premium positioned campuses. Schools looking to open doors for the
next academic year are currently seeing an average of 25% increase in cost, although these cost
spikes are expected to normalise, typically the spikes are not as quick on the way down. We expect
construction costs to continue to be elevated in the short-term.

This poses development viability issues with IRR shifts on average of 3 — 4%, for schools which were
looking at mid 20% project IRR, or 15% leveraged IRR. Potentially causing a barrier of entry in the
medium term for future supply.

Although mid-fee tier schools may not generate as strong a development IRR on a standalone basis,
they often form a necessary component of an education group’s portfolio. Groups typically include
these assets to ensure accessibility across a broader range of curricula and fee levels, supporting a
more balanced and inclusive offering.

Real Estate X is tracking transaction evidence specific to educational assets (Fig. 1) and utilises this
information when providing valuation advice. A snapshot of information we are privy to is shown

below:

Fig. 1- Real Estate X -
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*Land cost has been detailed as the last known transaction in Dubai, however this varies based on
plot size, GFA allocation and mostimportantly proximity to proposed catchment areas.
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Valuation Results

The analysis contained throughout the information paper provides the following adjustments from
a base scenario which assumes zero impact for regional disruption:

Profits Approach

-2.1%

Impact on resulting value
when compared to a
base case

The analysis has been undertaken with
reference to a premiume-tier, Dubai-based

educational facility following a UK curriculum.

Further adjustments would be required when
considering mid-tier facilities or alternative
curricula.

In isolation, a profits-based approach may
indicate that even the segments least
impacted by the regional escalation would
have experienced a marginal decline in value;
however, this effectis operationalin nature.

When valuing an educational asset, the
primary focus is typically on the underlying
property value rather than operational
performance. Current operational
performance remains within accepted
industry benchmarks for affordable rent,
namely 18 — 20% of total revenue at full
capacity utilisation, or 15 - 18% at stabilised
long-term occupancy levels. There is no
evidence to suggest that these levels are
currently being adversely affected.

Income Capitalisation

0.0%

Difference in affordable

Market Approach

0.0%

Difference in
transactional activity
interest

Although no known transactions involving
educational facilities have been recorded
since the regional escalation, the analysis
within this report indicates that, provided the
situation remains temporary, there has been
no material change in long-term market
sentiment. Accordingly, the pricing
expectations of market participants for the
acquisition or disposal of such assets remain
stable, with underlying fundamentals
remaining strong.

Short-term increases in construction costs,
along with a shortage of land zoned for
educational use, have already driven up
barriers to market entry. This is likely to have a
positive impact on the capital values of
existing facilities going forward.
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Summary

The Real Estate X team have valued assets through two market cycles, through
political unrest, the Covid 19 pandemic and now the latest Gulf conflict

KEY TAKEAWAYS

> Thefundamentals of education valuation remain unchanged, with primary emphasis
placed on distinguishing between OpCo and PropCo components and determining a
Reasonably Efficient Operator (REO) value under a hypothetical transfer scenario.

> Transactional activity is expected to continue broadly in line with historical norms.

>  While fee freezes are likely to place additional pressure on operating margins, long-
term projections remain strong.

) Demand for premium schools continues to be robust; however, mid-tier and lower-fee
institutions are more exposed to cost pressures, where relatively small movements in
fixed and variable costs can have a disproportionate impact on EBITDA. In such cases,
proactive lender support, through short-term flexibility in loan terms, can help preserve
operational continuity, protect long-term asset values, and mitigate the risk of
distressed disposals.

>  Education valuations are complex, with a strong emphasis on future receivables.
Supporting valuation methodologies are essential and provide suitable risk profiling
against short-term fluctuations in enrolment levels or EBITDA margins. Consequently,
even material changes in enrolment or cost profiles are unlikely to have a
disproportionate impact on overall market values.

Dan Harrison MRICS | : Tim Hooper MRICS
Co-Founder / Partner _ ) Co-Founder / Partner

M:+971 58 592 1700 : M:+971 52 545 6455
E: dan@realestate-x.com i ’ E: tim@realestate-x.com
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