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Acknowledgement
of Country

Charter Hall acknowledges the Traditional
Custodians of the lands on which we work
and gather.

We pay our respects to Elders past and
present and recognise their continued care
and contribution to Country.

Maku wunkun / Towards tomorrow 2022
Tiarna Herczeg
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Wurundjeri land
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Charter Hall
Social Infrastructure REIT

Charter Hall Social Infrastructure REIT (CQE or the
REIT) owns a diversified social infrastructure property
portfolio that delivers essential community services.

CQE is a registered managed investment scheme.
The Responsible Entity is Charter Hall Social
Infrastructure Limited (CHSIL), a member of the
Charter Hall Group (Charter Hall or the Group).

The CHSIL Board of Directors (Board) provides the
leadership and direction for the REIT, including setting
the tone in relation to good governance, which is
critical to achieving the REIT’s objectives.

—> Our 2024 annual Annual Results Presentation

reporting suite Corporate Governance

. . Statement
For more information: —_—

charterhall.com.au/cqe

Note: Figures and statistics throughout this presentation are for the 12 months
to 30 June 2024 unless otherwise stated.



https://www.charterhall.com.au/annualreports
https://www.charterhall.com.au/annualreports
http://www.charterhall.com.au/cqe
https://www.charterhall.com.au/docs/librariesprovider2/media-releases/charter-hall-social-infrastructure-reit-fy24-results-presentation.pdf?sfvrsn=8f5f0352_6
https://www.charterhall.com.au/docs/librariesprovider2/corporate-documents/corporate-governance/policies/
CQE_CorporateGovernanceStatement
https://www.charterhall.com.au/docs/librariesprovider2/corporate-documents/corporate-governance/policies/
CQE_CorporateGovernanceStatement
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Performance
highlights

Operations

16.0¢

Earnings/Distribution
per Unit (DPU)

5400

Divestments?

510.0m

Aquisitions?

1. Twelve divestments contracted during FY24. Two divestments are
due to settle in H1 FY25 amounting to $7.5 million.

2. Two childcare acquisitions contracted in FY24 due to settle in the
first half of FY25. One operating centre for $4.6 million and one
fund through development for a total consideration of $6.2 million.
Average yield of 6.1%. Excludes two operating childcare centres
contracted in FY23 and settled in FY24.

3. Weighted average rent review on like-for-like properties for FY24.

Balance sheet

°3.82

Net tangible assets
per unit (NTA)

3.9yrs

Debt maturity

S0%

Drawn debt hedged

Property portfolio

12 4y

Weighted average
lease expiry (WALE)

99.8%

Occupancy

3.4%

Weighted Average
Rent Review (WARR)?

Queensland-TAFE campus
Robina QId
Kombumerri land

Back to Contents
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Strategy

Providing investors with secure income and capital growth through exposure
to Social Infrastructure property.

S LZ

Enhancing income Targeting stable and Portfolio curation

sustainability and resilience ongoing capital growth

— Building a diversified social — Focus on assets with the — Active portfolio curation through
infrastructure portfolio leased following attributes: acquisitions, developments
to sector-leading corporate and — Modern or specialised and strategic divestments
government tenants buildings with lower - Increased weighting to

— Targeting sectors providing capital expenditure and premium assets with high
essential services underpinned redundancy risks quality tenant covenants

by government support — Low substitution risk, driving

high tenant retention rates

— Strategic locations with high
underlying land values

— Predominantly triple net
lease structures

Right: Geoscience Australia
Narrabundah ACT
Ngunnawal land




8 Charter Hall Social Infrastructure REIT Annual Report 2024 / Chair and Fund Manager message

Chair and Fund
Manager message

CQE is an ASX-listed social infrastructure REIT
owning a diversified social infrastructure property
portfolio delivering essential community services.

Dear Unitholder

Welcome to the Charter Hall
Social Infrastructure REIT (CQE
or the REIT) 2024 Annual Report.

In FY24, CQE generated operating
earnings of $59.5 million or 16 cents
per unit (cpu). Distributions paid to
Unitholders during FY24 were also
16 cpu. As at 30 June 2024, CQE’s
NTA per unit was $3.82.

Our increasingly diverse portfolio
of social infrastructure assets
remains strong, comprised of
properties that are predominantly
leased to sector leading corporate
and government tenants delivering
essential community services.

This provides investors with
long-term stability, resilience

and growth against a challenging
economic backdrop.

This year, we continued with

our active portfolio curation
strategy divesting of 12 childcare
centres totalling $40.0 million at
an average yield of 4.7% and a
combined premium to book value
of 41%. The demand and liquidity
in this market has remained strong,
in particular transactions of
sub-$10 million assets.

These assets have
proven extremely resilient
in the higher interest
rate environment in
comparison to the larger
end of the property
market, appealing to
private buyers seeking
exposure to a resilient,
government funded and
well-performing sector.

One of the key attractions of Social
Infrastructure as an investment
class is the low correlation to the
performance of other property
classes due to the predictable

and growing income, long leases
and high tenant retention.

CQE continues to enjoy strong
property fundamentals with a
portfolio WALE of 12.4 years and
99.8% occupancy. CQE is also
well-positioned from a capital
management perspective with
balance sheet gearing of 33.0%,
within the target gearing range
of 30-40%.

Property portfolio
performance

CQE continues to actively
manage its portfolio, focussed

on greater tenant and sub-sector
diversification, improved tenant
quality and income resilience

for Unitholders.

CQEFE’s tenant customers include
government entities (federal, state
and local) and industry-leading
businesses such as Goodstart
Early Learning, G8 Education,
Only About Children, Mater
Misericordiae and Busy Bees.

et i, .

CQE’s portfolio metrics
remain strong:

— Long WALE of 12.4 years;
- 99.8% occupancy;

— Strategically positioned
with metropolitan locations
amounting to 83% of income;

— High underlying land holdings
of 108 hectares with the
majority residentially zoned,;

— Robust lease expiry profile with
just 2.4% of leases expiring
within the next five years;

— Predictable and growing
rental income with 79% of
CQEFE’s income subject to fixed
increases which average 3%
across the portfolio;

- 48% of rental income is subject
to market rent reviews in the
next five years.

CQE also continues to add to

the quality of its portfolio, with

two childcare centre acquisitions
totalling $10.8 million at an average
yield of 61% contracted in FY24.

Property valuations

As at 30 June 2024,100% of CQE’s
portfolio was externally revalued
during the year. On a like-for-like
basis, the portfolio valuation
decrease for the year was 2.2%
with the passing yield across the
property portfolio sitting at 5.2%.

Childcare properties continue

to benefit from both ongoing
strong demand, due to being in

an ‘essential’ sector, and having
smaller transaction sizes than
other commercial property sectors,
which is appealing to a broader
pool of investors.

Capital management

In January 2024, CQE successfully
refinanced its debt facilities to a
new unsecured platform. This has
resulted in the weighted average
debt maturity increasing from

2.9 to 3.9 years with diversified
funding sources and no debt
maturing until July 2027.

Back to Contents 9

Left: Only About Children
Brighton East Vic
Bunurong land

Post 30 June 2024, CQE has
entered into a zero cost hedge
restructure in order to better
position CQE for future growth.
CQE has staggered hedging
positions in place through to FY28.
CQE has on average 81% of CQE’s
drawn debt being hedged through
to June 2025, reducing CQE’s
exposure to movement in variable
interest rates.

As at 30 June 2024, CQE’s balance
sheet gearing was 33% and
look-through gearing was 33.7%,
within the target gearing range of
30-40%. CQE is in compliance
with all of its balance sheet and
joint venture debt facility covenants
and has considerable headroom to
these covenants moving forward. »
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Right: Mater
Misericordiae
Newstead QId
Turrbal and Yuggera
land

Sustainability

In line with Charter Hall Group’s
sustainability approach and
targets, CQE continues to integrate
sustainability considerations

into its investment and active
management processes, where it
has operational control, targeting
assets with strong ESG credentials.

This includes supporting the
installation of solar across a
number of childcare centres within
the portfolio, which provides

clean and affordable energy and
supports a reduction in CQE’s
Scope 3 emissions. During FY24,
total solar installed amounted to
945kW across 51 childcare centres
resulting in 1.5mW now installed on
the assets in the CQE portfolio.

We have extended our partnership
for a further two years with our
major tenant Goodstart Early
Learning and its Early Learning
Fund which provides vulnerable
families with access to fee-free
learning. In the year, over

40 families have benefited from
this ongoing partnership.

We are proud be part of a solution
that is creating more inclusive
communities, where no child in
Australia misses out on vital access
to early learning and care before
they start school.

We continue to work very
closely with our tenant
customers to deliver mutually
beneficial outcomes.

During the year, we
conducted an external
party survey which
showed that the strength
of our tenant customer
partnerships continues
to improve with a Net
Promoter Score of

+81, up from +52 in the
previous year.

\
\
\
A\
13
£

CQE continued our approach of
ensuring that robust governance
underpins our operations, aligned
with Charter Hall’s group-wide
Sustainability Policy and Framework.

Outlook

As we look forward, it is clear that
our social infrastructure assets
have proven to be highly defensive
through the cycle. We have seen
only modest valuation impacts on
the portfolio despite a significant
increase in interest rates.

This stands in contrast to other
property sectors and speaks to
the attractive and defensive nature
of CQE’s social infrastructure
portfolio and its low correlation

to the economic cycle. Likewise,
CQE continues to benefit from a
steady and growing income stream
from the rental escalations across
the portfolio.

Notwithstanding this, as CQE’s
interest rate hedging positions,
taken out at low rates progressively
expire and are replaced by

higher market rates, this has

and will continue to present an
earnings headwind.

As aresult, it is very likely that
the increase in higher debt
costs will surpass the increased
property income generated and
deliver negative earnings and
distributions growth.

Given this, we have restructured
our interest rate hedge positions so
that the FY25 debt costs are now
closer to market, resulting in lower
forecast earnings and distribution
for FY25. The impact of this is

to bring forward the impact of

the higher interest rates to FY25
from later years which now resets
CQEFE’s earnings and distributions to
position for future growth.

We trust Unitholders can
appreciate that this action was
taken with a view to the future
and a more timely restoration of
the link between the stable and
predictable revenue growth the
CQE portfolio delivers and growth
in earnings and distributions.

CQE will continue to execute on
its strategy and actively manage
the portfolio of high quality social
infrastructure assets to maintain
income security and capital
growth. We expect that there
will continue to be significant
growth opportunities in Social
Infrastructure assets, driven

by favourable demographic
trends and the essential nature
of the industry, including
government backing.

Back to Contents 11

Left: Brisbane Bus
Depot, Eagle Farm Qld
Turrbal and Yuggera
land

Finally, on behalf of the Board and
Management team, we would like
to thank our Unitholders for their
ongoing support of CQE.

—

Greg Paramor AO
Non-Executive Chair

iy S
Travis Butcher
Fund Manager
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Portfolio performance

Portfolio summary

300 12 4yrs

Number of properties WALE
34% 2%
WARR! Lease income

expiring <b years

Number of operating
properties
by location

2

43 P

WA 26
SA 78

NSW/ACT
85
Vic
2

1. Weighted average rent review on like-for-like properties for FY24. TaS

Back to Contents 13

Diversification
Transport
3% Higher
Emergency Education 2%

Services 3%

Life Sciences
6%

Childcare

Healthcare 77%

9%
G8 Education

8% Only About
Children 8%

Sub-sector

Goodstart

359 Geoscience

Australia 6%

Tenant
profile

— Mater
Misericordiae 6%

Busy Bees
4%

SA Government
3%

Brisbane City
Council 3%

Lease expiry profile

(% of income) 1 2 AR
° WALE

11 5%

O,
0.49, 10%
8.5% o 8.5%
o 77% 75% 8.2% o
6.6%
51%
47%
. 41%
0O,
179, 1 » 2 3%
0.4% 0.5% 0.4% 0.6% 0.5% ¢
s IS oos B

FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35 FY36 FY37 FY38 FY39 FY40 FY41 FY42 FY43 FY44+
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Sustainability

CQEFE’s approach to sustainability is practical, platform
wide and integrated into how Charter Hall Group
(Charter Hall or the Group) does business and
delivers value for our stakeholders. To ensure our
approach is current and fully informed, our review

of our material issues includes research into pivotal
global shifts, as well as emerging ESG issues,
stakeholder interests, thought leadership and peer
reporting in the real estate and construction sectors.

The Group’s Sustainability Framework focuses our efforts on where we
can generate the greatest value and make the most difference over the
long-term. Our purpose and values guide how we deliver on the full range
of economic, environmental, and social impacts that we promise.

CQE achievements in FY24

Achieved Net Zero
carbon

CQE achieved Net Zero carbon
emissions for assets in operational
control, ahead of our 2025 target
for Scope 1and Scope 2.' This was
supported by our approach to
renewable electricity and the
execution of our nature-based
offset strategy.

ESG performance

CQE achieved a score of 29/30 in
the Management component of
GRESB Real Estate Assessment
and achieved A GRESB Public
Disclosure Level.

Fee-free learning

Delivered fee-free learning for over
40 families in partnership with
Goodstart’s Early Learning Fund.
Our successful partnership was
extended in the period for another
two years to continue creating
enduring impact.

Clean energy

Installed 945kW of solar across
51 childcare assets, bringing the
total installed to 1500kW.

Performance
rating tool

Progressed Australia’s first Green
Star rating tool for childcare

centres in partnership with one of
our key tenant customers and the

Green Building Council of Australia.

Supporting our
Communities

Charter Hall Group invested $1.4m
to support communities impacted
by hardship, with over 30%
donated to support communities
impacted by disaster.

Our strategic pillars align
with the United Nations
Sustainable Development
Goals and enable us to:

Cultivate

deep, trusted relationships
with stakeholders and
high-performing talent.

Respond

to the challenges and
consequences of a warming
climate through rethinking
how we use resources and
prioritising the protection
and restoration of nature.

Drive

lasting change through
partnerships that deliver
learning and employment
opportunities for vulnerable
young Australians and support
communities impacted by
natural disaster and hardship
through strong communities,
healthy places and pathways
to prosperity.

Deliver

long-term value and mutual
success for our investors,
customers and communities.

—> 2024 Sustainability Report

More information is provided in
our 2024 Sustainability Report.

1. Our Net Zero target applies to Scope 1

and Scope 2 emissions for existing assets

that fall under the operational control of
responsible entities for which Charter Hall
Limited is the controlling corporation.

Back to Contents

Sustainability
Framework

Pillars

L~ G

Sustained Climate
returns

é OO(\O s.‘_akehO,de
r
Pathways to ¢ d
prosperity

\alues

Purpose

Creating better
futures by driving
value and mutual
success

Restore
nature

Strategy
)

On .
O’Q/

Strong High-performing

communities I Egl talent

Deep customer
partnerships

Governance

15
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Progress against our sustainability targets

Strategic pillar FY24 performance

Looking forward

Climate action

Scope 1and 2 — CQE achieved Net Zero carbon emissions

carbon emissions for assets in operational control, ahead of
our 2025 target for Scope 1and Scope 2!
This was supported by our approach to
renewable electricity and the execution of
its nature-based offset strategy

Partner with tenant customers

to reduce our Scope 3 emissions
and increase tenant data
coverage

Clean energy — CQE installed 945kW of solar across
51 childcare assets in partnership with
tenant customers, bringing the total
installed to 1,500kW

Continue to roll out solar on
childcare assets in partnership
with our tenant customers

Benchmarking — CQE progressed Australia’s first Green
performance Star rating tool for childcare centres in
partnership with the one of our tenant

customers and the Green Building Council

of Australia

Partner with childcare operators
to benchmark and improve the
environmental performance

of assets

Restore nature

Water performance — CQE rolled out water sub-meters at
11 childcare centres to identify
efficiency measures

Continue to roll out water
sub-meters, with 24 planned
for FY25

High-performing talent
Inclusion, diversity
and equality

CQE has 33% female participation
on the CQE Board

— CHC achieved an employee engagement of
89% and 95% employee participation rate in

its Annual Engagement Survey

— CHC received Silver status in the annual
Pride in Diversity Australian Workplace
Equality Index (AWEI)

— CHC maintained Workplace Gender
Equality Agency (WGEA) recognition for
gender equality

Sustain levels of engagement
that align with being a global
high-performing culture

1. Our Net Zero target applies to Scope 1and Scope 2 emissions for existing assets that fall under the operational control of responsible entities

for which Charter Hall Limited is the controlling corporation.

2. Social enterprises include businesses registered with Supply Nation, Social Traders and Deductable Gift Recipient entities.

Strategic pillar

FY24 performance

Back to Contents 17

Looking forward

Deep customer partnerships

Customer satisfaction

CQE achieved a +81 Net Promoter Score,
with measures of partnership, industry
expertise and delivery of customer
experience all performing well

CHC combined cross-sector NPS held
steady at +52, a strong result for the
third year

Investing in centralised and
connected data to deepen
our understanding of
customer needs

Strong communities
Community investment

CQE delivered fee-free learning for over
40 families in partnership with Goodstart’s
Early Learning Fund. The partnership was
extended for a further two years

CHC contributed over $1.4min
community donations, with 30%
donated to disaster relief

First Nations

CHC achieved Innovate RAP status with
endorsement from Reconciliation Australia,
with a focus on economic empowerment
and employment and learning pathways

Continue to co-create initiatives
that make a genuine long term
impact for our communities

Pathways to prosperity

Create employment
opportunities

CHC generated 222 employment
outcomes for vulnerable young Australians

Achieve 1,200 youth
employment outcomes for
vulnerable young Australians
by 2030

Employee volunteering

CHC achieved 3,766 hours YTD in
community volunteering. The most
recorded in a year, representing 80%
of employees

Volunteer 6,000 hours in
the community by FY25

Social procurement

CHC procured over $2.6m with social
enterprises? including First Nations
businesses

Continue to partner to create
enduring impact

Governance

Transparency and
disclosure

CQE achieved a score of 29/30 in the
Management component of GRESB Real
Estate Assessment and A GRESB Public
Disclosure Level

Mature our approach to the
management of climate-related
risks and opportunities

and integrating into risk
management and financial
reporting

CHC continued independent screening
of suppliers, updating training on modern
slavery for all employees and continued
industry collaboration to support
knowledge sharing

Continue to enhance
responsible business practices
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Climate-related disclosure

We are actively aligning our climate action

approach to the requirements of the draft Australian

Sustainability Reporting Standards and maturing our
understanding of the impacts of climate-related risks
and opportunities on our financial performance.

Governance

Charter Hall Social Infrastructure REIT (CHISL), as
the responsible entity for CQE, has overarching
responsibility for the REIT’s management, including
overall strategy, governance and performance.

CHSIL has appointed Charter Hall to provide various
property and asset management services for the
REIT and has adopted Charter Hall’s policies and
procedures as they relate to the REIT, including

its approach to climate change.

The Charter Hall Executive Committee have
strategic oversight of ESG strategy, target setting,
monitoring and implementation. The Charter Hall
ESG Sub-Committee makes recommendations on
targets and focuses on platform-wide alignment
and the implementation of ESG strategy and
initiatives. CHISL relies upon regular reports from
Charter Hall Executives and Senior Managers,
including regular updates on progress related to the
Charter Hall Strategy for CQE, particularly on climate
change initiatives.

Charter Hall Executives have ESG performance
metrics in their individual scorecards linked to

their short term incentive. These metrics are also
cascaded to the teams that directly manage the
assets in the CQE portfolio to drive a focus on ESG.

In FY24, these included measures related to progress
on decarbonisation, including working towards

our carbon targets and increasing our footprint of
installed solar.

1. Our Net Zero target applies to Scope 1and Scope 2 emissions for existing assets that fall under the operational control of the responsible entity for CQE,
and is subject to final assurance and surrender of carbon offsets and large scale renewable energy certificates.

Strategy
Charter Hall has a long-standing commitment to
delivering meaningful action on climate change.
We are on track to meet our Net Zero by 2025
target (Scope 1and Scope 2)' and strengthening the
resilience of our assets to climate-related impacts by:
— Achieving highly energy efficient portfolio
powered by clean energy;
— Partnering with our customers and suppliers
to reduce emissions in our value chain;
— Improving the adaptive capacity of our portfolio
to climate-related impacts;

— Supporting communities with both immediate relief
and long term recovery from natural disasters;

— Collaborating toward Net Zero and
climate resilience.

Risk Management

In FY24, we undertook a series of climate-related risk
and opportunity workshops with senior leaders from
across the business to reassess our climate-related
risks and opportunities in our three climate scenarios
between now and 2050. The workshops identified the
following climate-related exposures:

— Adaptation of products and services;
— Access to capital;

— Partnerships to support transition;

— Resource availability;

— Supply chain;

— Policy and regulation;

— Physical impacts to assets.

We also progressed our understanding of physical
climate risks, through analysis of climate risk exposure
for RCP8.5 at 2050. We are currently evaluating
inherent risk with consideration for building attributes
in line with our Risk Management Framework. We have
identified a range of adaptation measures to further
reduce risk that will be incorporated into strategic
asset plans.

In FY25, we aim to further understand the effect of our
climate-related risk and opportunities on our business
model, strategy and value chain.

CQE metrics and targets

CQE achieved 100% renewable electricity supplied
to assets in operational control.
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Leadership

Board of Directors

Kate Melrose
Non-Executive Director

Greg Paramor AO
Non-Executive Chair

Sean McMahon
Executive Director

Michael Johnstone
Non-Executive Director

Miriam Patterson
Executive Director

Bevan Towning
Non-Executive Director

See pages 32-34 for
information on the Directors.

20

Management

Travis Butcher

Fund Manager and

Joint Company Secretary
Travis was appointed Fund
Manager of CQE on 26 November
2019 and was previously the
Chief Financial Officer of CQE
since 2008.

Travis has over 20 years’ financial
experience. Travis is a Chartered
Accountant who began his career
at PricewaterhouseCoopers
specialising in transaction services
and audit.

Travis is a member of the Institute
of the Chartered Accountants
Australia and New Zealand (CAANZ)
and holds a Bachelor of Accounting
from Monash University.

dea

Scott Martin

Head of Diversified Finance
Scott was appointed Head

of Finance — Diversified in
November 2018 following the
acquisition of Folkestone Limited
where he held the position

of Chief Financial Officer and
Company Secretary since
December 2005.

Scott has over 20 years’ financial
experience specialising in the
property and construction
industries. Scott is a Chartered
Accountant who began his
career at Deloitte specialising

in accounting, taxation and
transaction services.

Scott is a member of the Institute
of the Chartered Accountants
Australia and New Zealand
(CAANZ) and holds a Bachelor

of Commerce from the University
of Melbourne.

Carla Hayes

Deputy Fund Manager
Carla was appointed Deputy
Fund Manager of CQE on

25 March 2024 and has been
involved with the CQE team
since September 2011.

Carla has more than 15 years’
experience in real estate
focussing on transactions,
valuations and building strong

tenant customer relationships.

Prior to her appointment as
Deputy Fund Manager, Carla
held the position of Head

of Social Infrastructure
Transactions within the
Capital Transactions team.

Carla holds a Bachelor of
Business (Property) from
Massey University, University
of New Zealand.

Back to Contents

Mark Bryant

Group General Counsel

— Charter Hall and Joint
Company Secretary

Mark Bryant was appointed as
Company Secretary of Charter

Hall Social Infrastructure Limited
on 6 November 2018.

Mark holds a Bachelor of
Business (Accounting), a
Bachelor of Laws (First Class
Honours), and a Graduate
Certificate in Legal Practice,
and is admitted as a lawyer

of the Supreme Court of

NSW. Mark has over 19 years’
experience as a lawyer, including
advising on listed company
governance, securities law,
funds management, real estate,
and general corporate law.
Mark joined Charter Hall in 2012,
prior to which he was a Senior
Associate in the Sydney office
of King & Wood Mallesons.
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Directors’ Report

The Directors of Charter Hall Social Infrastructure Limited (Responsible Entity or CHSIL), the Responsible Entity of Charter Hall
Social Infrastructure REIT, present their report together with the consolidated financial statements of Charter Hall Social
Infrastructure REIT and its controlled entities (the REIT) for the year ended 30 June 2024.

The REIT is a registered scheme, and CHSIL is a company limited by shares. The REIT and CHSIL are incorporated and
domiciled in Australia with the registered office and principal place of business located at Level 20, 1 Martin Place, Sydney NSW
2000. CHSIL is a controlled entity of Charter Hall Limited.

Principal activities

The principal activity of the REIT during the year was property investment. There were no significant changes in the nature of
the REIT’s activities during the year.

Directors

The following persons have held office as Directors of the Responsible Entity during the year and up to the date of this report,
unless otherwise stated:

—  Greg Paramor AO —  Chair and Non-Executive Director

— Michael Johnstone — Non-Executive Director

— Kate Melrose — Non-Executive Director

— Bevan Towning — Non-Executive Director (appointed 25 July 2023)

— Sean McMahon —  Executive Director and Chief Investment Officer (Charter Hall Group)
—  Miriam Patterson — Executive Director

Distributions
Distributions paid or declared by the REIT to unitholders:

Back to Contents 25

Review and results of operations

The REIT recorded a statutory loss for the year of $19.6 million (2023: $58.7 million profit). Operating earnings amounted to
$59.5 million (16.0 cents per unit) for the year ended 30 June 2024 (2023: $59.2 million, 16.1 cents per unit) and distributions of
$59.4 million (16.0 cents per unit) were declared for the same period (2023: $63.1 million, 17.2 cents per unit).

The 30 June 2024 financial results are summarised as follows:

2024 2023
Total revenue ($ millions) 118.4 117.3
Statutory (loss)/profit ($ millions) (19.6) 58.7
Basic (loss)/earnings per unit (cents) (5.3) 16.0
Operating earnings ($ millions) 59.5 59.2
Operating earnings per unit (cents) 16.0 16.1
Distributions ($ millions) 59.4 63.1
Distributions per unit (cents) 16.0 17.2
Total assets ($ millions) 21771 2,265.7
Total liabilities ($ millions) 755.0 775.6
Net assets ($ millions) 1,422.1 1,490.1
Units on issue (millions) 372.5 368.4
Net assets per unit ($) 3.82 4.04
Balance sheet gearing - total debt (net of cash) to total assets (net of cash) 33.0% 32.2%
Look through gearing - total debt (net of cash) to total assets (net of cash) 33.7% 32.8%

The table below sets out income and expenses that comprise operating earnings on a proportionate consolidation basis:

2024 2023

$'m $'m

Net property income 106.3 100.5
Distribution income - 1.0
Interest income 1.0 0.8
Fund management fees (11.2) (11.3)
Finance costs (34.3) (29.3)
Administration and other expenses (2.3) (2.5)
Operating earnings A1l 59.5 59.2

2024 2023
Number of Cents Number of Cents

units on issue per unit $'m units on issue per unit $'m

30 September 369,520,139 4.00 14.8 366,283,114 4.30 15.7
31 December 370,575,441 4.00 14.8 367,112,102 4.30 15.8
31 March 371,576,736 4.00 14.9 367,792,223 4.30 15.8
30 June 372,482,429 4.00 14.9 368,388,113 4.30 15.8
Total distributions 16.00 59.4 17.20 63.1

Distribution Reinvestment Plan

The REIT has established a Distribution Reinvestment Plan (DRP) under which unitholders may elect to have all or part of their
distribution entitlements satisfied by the issue of new units rather than being paid in cash.

The DRP issue price is determined at a discount of 1.5% to the daily volume weighted average price of all units traded on the
ASX during the 10 business days commencing no later than the second business day following the distribution record date.
During the year 4,094,316 units were issued at an average issue price of $2.72 per unit. An additional $2.6 million was raised
from the DRP for the 30 June 2024 distribution allotted on 19 July 2024.

Operating earnings is a financial measure which represents profit under Australian Accounting Standards adjusted for net fair
value movements, non-cash accounting adjustments such as straight lining of rental income and amortisations and other
unrealised or one-off items that are not in the ordinary course of business or are capital in nature.

The inclusion of operating earnings as a measure of the REIT’s profitability provides investors with the same basis that is used
internally for evaluating operating segment performance. Operating earnings is used by the Board to make strategic decisions
and as a guide to assessing an appropriate distribution to declare.

The uncertainty of the current geopolitical events and current high levels of consumer price inflation and interest rates in
Australia may have an impact on the future performance of the portfolio. The REIT benefits from annual increases in its leases
comprising both fixed and inflation-linked increases and has staggered interest rate hedging positions in place.
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Reconciliation of operating earnings to statutory (loss)/profit is set out below:

2024 2023
$'m $'m

Operating earnings 59.5 59.2
Net fair value movements on investment properties™ (65.8) (6.4)
Net fair value movements on derivative financial instruments* (12.4) 1.4
Straight lining of rental income, amortisation of lease fees and incentives* 1.5 3.8
Loss on debt extinguishment (3.5) -
Ground rent on leasehold properties 1.3 1.4
Interest on lease liabilities (0.2) (0.4)
Other (0.0) (0.3)
Statutory (loss)/profit for the year (19.6) 58.7
Basic weighted average number of units (millions) 370.8 367.2
Basic (loss)/earnings per unit (cents) (5.3) 16.0
Operating earnings per unit (cents) 16.0 16.1
Distribution per unit (cents) 16.0 17.2

* Includes the REIT’s proportionate share of non-operating items of equity accounted investments on a look-through basis.
Fair value movements on investment properties

The net fair value movements on investment properties totalling a loss of $65.8 million year (2023: $6.4 million) comprised
valuation losses on a proportionate consolidation basis totalling $61.5 million (2023: gain of $4.8 million), revaluation
decrements attributable to transaction costs of $1.7 million (2023: $6.3 million) and straight lining of rental income, amortisation
of lease fees and incentives of $2.6 million (2023: $4.9 million).

As at 30 June 2024, 100% (2023:100%) of properties not held for sale, including the properties held by the joint ventures, were
externally valued.

Significant changes in the state of affairs
Acquisitions

During the year, the REIT acquired the following assets:

Disposals

During the year, the REIT disposed the following assets:
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Disposal date
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Disposal price

$'m
93 Cabramatta Road, Mosman NSW August 2023 4.4
51-57 Hutchison Circuit, Queanbeyan NSW September 2023 3.6
86-88 Coachwood Drive, Jimboomba QLD September 2023 3.4
554-556 Springvale Road, Springvale South VIC October 2023 3.6
34-36 Colorado Drive, Blue Haven NSW October 2023 3.2
5 George Street, Junee NSW November 2023 1.0
19-31 Brookwater Parade, Lyndhurst VIC December 2023 5.7
89 Westbury Street, St Kilda VIC February 2024 4.7
274 Warwick Road, Churchill QLD March 2024 4.3
13 Crago Street, Yass NSW May 2024 2.3
67 Midgley Street, Corrimal NSW June 2024 3.0
17-19 Clay Street, West Ipswich QLD June 2024 3.0
5 Tennent Road, Mount Hutton NSW June 2024 1.9

441

Acquisition date Acquisition price

$'m

277-283 Hardey Road, Cloverdale WA November 2023 5.9
33 Streatham Street, Beckenham WA March 2024 5.0
10.9

As at 30 June 2024, the REIT has exchanged contracts for the acquisition of two childcare assets located in South Australia.
One operating centre for $4.6 million and one fund through development for a total consideration of $6.2 million, totalling $10.8
million, with both settlements expected by October 2024.

As at 30 June 2024, two childcare assets located in in Victoria have been contracted for sale for total consideration of $7.5

million with both settlements expected to occur by March 2025.

Debt Arrangements and hedging

In December 2023, the REIT restructured $160 million of existing interest rate swap agreements, which increased the REIT’s

interest rate hedging profile.

In January 2024, the REIT refinanced its debt facilities to a new unsecured debt platform. As at 30 June 2024 the weighted

average debt expiry is 3.9 years.

There were no other significant changes in the state of affairs of the REIT that occurred during the year.

Business strategies and prospects

The REIT will continue with its strategy to provide predictable and secure long-term cash flows with the opportunity for capital
growth from social infrastructure investments. The REIT’s stable financial position with minimal vacancy, long-term leases and
secured debt financing, positions the REIT to maintain sustainable income for investors. The REIT is focused on proactively
managing its portfolio to ensure it is strategically positioned for sustainable growth as part of its broadened social infrastructure

investment mandate.

The material business risks faced by the REIT that are likely to have an effect on its financial performance are set out on the
following pages. A dedicated risk is compliance team is responsible for the ongoing review and monitoring of compliance and
risk management systems. The Board regularly reviews material risks to ensure they remain within the REIT’s agreed risk

appetite.
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Risk

Description

Mitigation

External Risks Property cycle risk and

adverse market or economic
conditions

Tenant Risk

Concentration Risk

Failure to insulate against
property cycle downturns and
slowing economic conditions
may have an impact on asset
values and investor returns.

The REIT relies on tenants to
generate the majority of its
revenue under the lease
agreements entered into in
respect of its properties. If a
tenant is unable to meet its
rental or contractual
obligations, this may lead to a
loss of rental income or losses
to the value of the REIT’s
properties.

The REIT’s properties are
predominantly childcare
properties and therefore any
adverse events in the
childcare sector may impact
on the tenants’ ability to meet
their lease obligations and also
the future growth prospects of
the portfolio. As at 30 June
2024, Goodstart Early
Learning Limited (Goodstart)
contributes 32.4% of the
REIT’s total rental income.

The REIT undertakes a detailed annual
strategic review for all assets to inform
recycling of capital into higher quality
assets.

By undertaking ongoing due diligence
including demographics, catchments,
competitor threats, and by leveraging
consultant expertise, we ensure that we
remain informed of market changes.

With respect to tenant risk, the REIT’s
leases typically contain security clauses
in the form of bank guarantees
provided by tenants - typically six
months’ rent. As at 30 June 2024, the
REIT holds approximately $47.6 million
in bank guarantees.

With respect to concentration risk, the
REIT’s leases with Goodstart contain
financial reporting obligations that allow
regular monitoring of the financial
performance of Goodstart. In addition
to this, the REIT has broadened its
investment mandate to include other
social infrastructure assets. Over time,
it is the REIT’s intention to diversify its
asset base to mitigate the
concentration risk it currently has in
childcare properties.

Risk

Description
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Mitigation

Financial Risks Debt and equity capital
management

Interest rates

Effective capital management
is required to meet the REIT’s
ongoing liquidity and funding
requirements. The inability to
raise new capital to pursue
growth opportunities or to
raise replacement capital at
challenging points in the debt
or equity markets cycle is a
key risk.

A relationship breakdown or
termination of a joint venture
partnership may result in
reputational or financial
damage.

Rising interest rates may
adversely impact the REIT by
increasing finance costs and
impacting the amount the
REIT has available to
distribute to investors.

We mitigate these risks by
implementing our debt diversity strategy
combined with regular monitoring and
reporting on debt covenants and stress
testing of liquidity positions. We have
demonstrated strong performance and
an equity raising track record.

We manage our relationships with our
partners through Investment
Agreements including investment
committee oversight of all key decisions
with structured and pre-agreed
reporting.

The REIT has a Treasury Risk
Management Policy which includes
policies and controls to minimise the
impact of fluctuating interest rates on
the REIT’s financial performance. The
REIT enters into interest rate swaps in
order to provide more certainty for the
REIT’s finance costs. As at 30 June
2024, the REIT currently has 86.0% of
its debt hedged at an weighted average
hedged rate of 2.3% and a weighted
average hedge maturity term of 2.0
years.

Operational Work, Health & Safety

Risks (WHS) obligations, critical
safety incident or significant
crisis

Technology and cyber
security

The REIT has a commitment
to promote and protect the
health, safety and wellbeing of
its people, customers,
contractors and all users of the
REIT’s assets.

There is increasing
sophistication of cyber-attacks,
particularly denial of service
impact on Building
Management Security.

A reportable data breach may
result in adverse impact on
reputation and/or financial
penalty.

Our Group WHS Manager collaborates
closely with our property management
teams to ensure the implementation of
the Group WHS management system
(WHSMS) and the WHS Strategy which
sets the direction, objectives, targets,
and associated activities to support and
drive continuous improvement in WHS
across the Group.

The cyber security strategy and
program continues with external
validation and yearly review of IT
policies against best practice. We
undertake annual penetration tests
against critical systems and properties
and have brought all critical systems
under IT General Controls (ITGC)
including regular user access reviews.
Our internal audit includes risk
identification and assessment for new
platforms. We also have a formal cyber
insurance policy which covers incident
remediation costs.
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Risk

Description

Mitigation

Organisational culture and
conduct

Our ongoing success depends
on our ability to attract,
engage and retain a motivated
and high-performing workforce
to deliver our strategic
objectives and an inclusive
culture that supports our
values.

We have a Code of Conduct in place
with all employees and undertake
consistent messaging and tone at the
top regarding behaviour. We have a
formal Whistleblower Policy in place
and process to obtain regular employee
feedback on culture and behaviours
which is used to inform management
decisions.

Environmental Climate change

There is an increasing interest
and expectation amongst
investor groups on reporting
against climate change risk.
There has been the
introduction of Task Force on
Climate-related Financial
Disclosures (TCFD) as a
framework to address climate
change through governance,
risk management, metrics and
targets.

The REIT has aligned with the TCFD
framework and developed our Climate
Strategy for a Low Carbon Economy
and Business as Usual Scenario. We
have created a TCFD Working Group to
inform climate resilience and reporting
approach. We have undertaken
physical climate change risk exposure
assessments across assets and
planning for climate change adaptation.
Climate change adaptation due
diligence is undertaken during the
acquisition process.

Regulatory AFSL compliance

Management of conflicts of
interest

CHSIL is required to comply
with Australian Financial
Services Licence requirements
through our established
policies and frameworks.

Inadequate management of
tenant and acquisition conflicts
may arise between Charter
Hall managed funds or related
party transactions may be
inappropriately managed.
There is also a risk that the
REIT fails to pay market rate
for related party services.

Regular compliance reporting is
undertaken to the Audit, Risk and
Compliance Committee (ARCC),
including mandatory annual compliance
training requirements for all employees.
In addition, we have formalised
compliance committees with annual
external audit of compliance plans.

Conflict of Interest protocols are
embedded in the business, including
annual declarations from all employees
and directors, board reporting/approval
for all related party transactions.

We have in place a Compliance
Plan/function including oversight of
Conflict of Interest/Related Party
protocols and formalised asset
allocation protocols.
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At the date of this report and to the best of the Directors' knowledge and belief, there are no other anticipated changes in the
operations of the REIT which would have a material impact on the future results of the REIT. Property valuation changes,
movements in the fair value of derivative financial instruments and movements in interest rates may have a material impact on
the REIT's results in future years; however, these cannot be reliably measured at the date of this report.

Indemnification and insurance of Directors, Officers and Auditor

During the year, the REIT contributed to the premium for a contract to insure all directors, secretaries, executive officers and
officers of the REIT and of each related body corporate of the REIT, with the balance of the premium paid by Charter Hall Group
and funds managed by members of Charter Hall Group. In accordance with usual commercial practice, the insurance contract
prohibits disclosure of details relating to the nature of the liabilities covered by the insurance, the limit of indemnity and the
amount of the premium paid under the contract.

Provided the officers of the Responsible Entity act in accordance with the REIT’s constitution and the Corporations Act 2001,
the officers are indemnified out of the assets of the REIT against losses incurred while acting on behalf of the REIT. The
insurance does not provide cover for the independent auditors of the REIT or of a related body corporate of the REIT. The REIT
indemnifies the auditor (PricewaterhouseCoopers Australia) against any liability (including legal costs) for third party claims
arising from a breach by the REIT of the auditor's engagement terms, except where prohibited by the Corporations Act 2001.

Fees paid to and interests held in the REIT by the Responsible Entity or its associates

Base management fees of $11,235,939 (2023: $11,343,289) and other fees of $7,083,309 (2023: $4,328,533) were paid or are
payable to the Responsible Entity, its associates or third party service providers for the services provided during the year, in
accordance with the REIT’s constitution as disclosed in Note D1 to the consolidated financial statements.

The interests in the REIT held by the Responsible Entity or its associates as at 30 June 2024 and fees paid to its associates
during the year are disclosed in Note D1 to the consolidated financial statements.

Interests in the REIT
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