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“Our country is undergoing a significant economic transformation, guided by
Saudi Vision 2030. To ensure the continued prosperity of Saudi Arabia, we must
empower young Saudi men and women who will become the Kingdom’s leaders
of tomorrow. This requires a commitment to education, facilitating skills transfer
and creating new and valuable job opportunities by bolstering the private
sector. SAGIA is focused on attracting the world’s leading education providers
and facilitators, and to creating partnerships with local firms to drive the growth
of this strategic sector. We have seen remarkable interest from companies who
recognize the long-term opportunities that Saudi Arabia offers. Over the past
year, we have welcomed globally well-known companies including Kaplan,
Pearson, Astrolabs and GEMS Education.”
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His Excellency Eng. Ibrahim Al-Omar, Governor of SAGIA

The education sector in Saudi Arabia is the largest in the Arabian Gulf region. In 2019,
the government allocated US$51 billion for education, representing 21% of fiscal
spending and 7% of total GDP.

In line with Saudi Vision 2030, there are several initiatives underway to unlock the
education sector for private investment with SAGIA leading the way with enabling
access for international companies to establish operations in the Kingdom. Following
the recent lifting of foreign ownership restrictions in this sector, education has become
one of Saudi Arabia’s leading investment success stories.

Q1 2019 saw a major uptick in the number of new education-related companies that
received a business license from SAGIA. Compared to the same period a year before,
Saudi Arabia saw an increase of 800% in the number of education service providers
establishing operations in the country. These companies include some of the sector’s
most well-known education providers from the United States, the United Kingdom and
from across the Gulf region with a total SAR 3.9 billion in confirmed commitments.

SAGIA is further strengthening its commitment to facilitating the development of the
Kingdom’s education offering and creating a dedicated Invest Saudi Education Team,
which will undertake a series of international and domestic roadshows to raise further
awareness of opportunities in the sector.

Colliers International — Education & Healthcare Team

A holistic regional view with granular in-country experience.
5 local Offices (Riyadh, Jeddah, Cairo, Abu Dhabi and Dubai) - 20 Years in the Region.

Extensive knowledge and experience of the KSA education sector; including;
40* market and financial feasibility studies for schools & higher education institutions
30* business and property valuations in education sector having transaction value of US$ 2 * billion
20* commercial and financial due diligence and review of business plans
10* operator search and selection assignment for regional and international schools




INTRODUCTION
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The education sector in the Kingdom of Saudi
Arabia is the largest single education market in
the combined Arabian Gulf Region by a factor of
3 and it has opened to overseas investment.

There are 39,600 schools and 9.1 million K12
students in the Arabian Gulf. The Kingdom
currently has over 85% of those schools and
68% of the students. Before adding on the
country’s expansive population profile, it is
estimated that the current market value of the
Kingdom’s K12 sector is in excess of US$ 37
billion (2018). Compared to its regional
neighbors the Kingdom has a low private school
penetration rate, currently under 20% of all
schools and only 6% internationally branded.

The Government in KSA wishes to see this

change and has taken significant steps,
including the introduction of full foreign
ownership, to encourage private sector

participation and boost growth of the private
education sector.

Underpinning and actively supporting the
opportunity is the Kingdom’s Vision 2030 plan.
Within this, the education sector features as one

of the most important pillars. In the 2019
budget, KSA government allocated US$ 51
billion (from US$ 35 billion in 2011) for
education. The highest allocation for any sector,
representing 21% of fiscal spending and 7% of
total GDP.

There is also the population consideration. The
Kingdom’s population is expected to grow by a
third, up from 33.4 million to 44.9 million in the
next 11 years. Of the total population 18.2 %, or
over 6 million are in the K12 sector. This young
demographic and overall growth have a
concurrent impact; the requirement of additional
1.1 to 2.1 million student places by 2030.

The final key is affordability. With a GDP per
capita of US$ 20,000 per annum, affordability is
expected to play a major role in the growth of
K12 private education sector in the Kingdom.
However, there is still significant scope for the
premium schools segment.

Saudi Arabia K12 education, opportunity awaits.

As the three key components come together; underlying population demand, Government

support and an underserved market we look at this sector and specifically the anticipated growth
in foreign international schools.

The paper also provides a brief snapshot of the key factors impacting the K12 education market in
KSA and its outlook, identifying opportunities and challenges to operators and investors.
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THE KEY INDICATORS

Total Population Population Population by Population by
(2018 estimated) Density of Gender Nationality
KSA (P/km2)

Female

15.1 |
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Number of Students across Education Cycles in the KSA

Total 270 2,895,942 1,329,538 1,266,545 1,661,208
Students students students students students students
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(Grade 10 to Grade 12)
Intermediate
(Grade 7 to Grade 9)

Primary
(Grades 1 to Grade 6) .
Kindergarten .
(KG1-KG?2) . '
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K12 Education Cycle Higher Education

Source: SAGIA, BMI, the World Bank, Colliers International Analysis
Note: Does not include International education and Special Needs
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THE LARGEST MARKET IN THE GCC
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Largest Population Base in the GCC

The Kingdom of Saudi Arabia is the largest nation in the Arabian Peninsula, representing
approximately 59% of the total regional population. The country’s population reached 33.4
million in 2018, rising from 27.1 million in 2010 a CAGR of 3.03%.

The Kingdom is the only country in the GCC besides Oman, where the proportion of
Nationals are higher than expatriates. In 2018, the proportion of Saudi nationals to
expatriates was 62% to 38% respectively.

Total GCC

Population (2018)

=57M

Kuwait
Population 4.2 m (7% of GCC) KSA Population is
30% (N) 1 70% (E) R
Bahrain
Population 1.6 m (3% of GCC) 99% of the GCC
47% (N) | 53% (E) Market

Qatar
Population 2.7 m (5% of GCC)
15% (N) | 85% (E)

UAE

Population 9.7 m (17% of )
Kingdom of Saudi Arabia Opu 61400/: N |m89% ?Eo) Gee

Population 33.4 m (59% of GCC)
62% (N) | 38% (E)

Oman
Population 5.0 m (9% of GCC)
56% (N) | 44% (E)

Nationals (N) | Expats (E)

Source: Ministry of Education of GCC Countries, SAGIA, Colliers International Analysis

Implications for the K12 Education Sector

* The Kingdom of Saudi Arabia population is bigger than the rest of the GCC
countries combined with the concurrent opportunities for investors and operators.

* Similar to Oman, apart from the expatriate population, the demand for K12
education is highest within the Saudi population comprising 62% of the total
population, implying that private K12 education operators shall mainly focus on
Saudi nationals, not just expats in order to attract sustainable demand.




THE LARGEST MARKET IN THE GCC

Largest K12 Student Base in the GCC

The Kingdom of Saudi Arabia with 6.14 million students out of total 9.1 million students in
the GCC, is by far the largest K-12 market with almost 68% share of total GCC market.

No of K12 Students

1.08 million

6.14 million

0.3
0.66 million
million | Qatar

0.2 million

Kingdom of Saudi Arabia (KSA) Kuwait CELTET

Source: Ministry of Education of GCC Countries, SAGIA, Colliers International Analysis

Lowest Enrolment Rate in the Private Sector
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GCC Dhabi

Source: Ministry of Education of GCC Countries, SAGIA, Colliers International Analysis

Implications for the K12 Education Sector

At around 18%, KSA has the lowest total student penetration rates in the region for
private sector K12 education. Furthermore, only 13% of Saudi students attend
private schools.

Aside from quality and availability, participation in private education is also linked to
income levels and affordability. KSA has a per capita income of US$ 20,000 which
sits in the middle of Oman and Kuwait which have per capita income of US$ 16,000
and US$ 26,000 respectively. In Oman, 22% and in Kuwait, 41% of the entire
student population attend private schools, while the share of Omani and Kuwaiti
student population in private schools is 14% and 21% respectively.

Outliers, with a GDP per capita of US$ 37,500, both Dubai and Abu Dhabi student
boast private school penetration levels of 90% and 64% respectively; with a share of
Emirati students in private schools at 37% and 57% respectively. This indicates
potential for the future growth of private education in KSA with a focus on inducting
Saudi nationals for sustainable demand, particularly in the premium end of the
market.
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DEMOGRAPHICS OF THE KSA
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The current population of the Kingdom of Saudi Arabia stands at 33.4 million in 2018
rising from 27.1 million in 2010, a CAGR of over 3.03% for this period. In 2018, the
proportion between Saudi nationals and expatriates was observed at 62% to 38%
respectively.

Similar to other GCC countries, KSA also has very young population profile also
continuously fueling demand for K12 education.

As of end of 2018, out of 33.4 million population 7.3 million (21.8%) are in the school
going age group of 3 years (KG1) to year 17 (Grade 12), which are expected to increase
to 9.5 million (21.0%) by 2030 with total population size of 44.9 million.

S 5% 65+
1.4% I o0.9% 60 - 64 [ 29% | ey
[ 25% | el 55- 59 u Male %
50- 54 ’
4549 mFemale %
40-44
3-39
30-34
25-29
20-24
15-19
10-14
5-9

3% 2% 7% 8% 3% 2% %

Source: General Authority of Statistics, KSA, Colliers International Analysis

The Kingdom is divided into 13 provinces of which Makkah (26.3%), Riyadh (25.3%) and
Eastern province (15.1%) are the most populated with 22.3 million or 66.7% of the total
population. Riyadh and Jeddah provinces also have the highest concentration of
expatriates (non-Saudi Nationals) with 46.7% and 42.8% respectively.

KSA Population Distribution by Province (2018)
Aseer Region Jazan Al-Qaseem
7% adinah 5% 4%

Hail Region
Tabouk 2%
2

Region N
3% ajran
uf
Other 2%
6% Al- Baha

Makkah
26%

Northern Borders
1%

Source: General Authority of Statistics, KSA, Colliers International Analysis




PROJECTED MARKET 2030

2030 Projections

Based on The Saudi Arabian General Investment Authority (SAGIA) population projection
of 2.5% per annum, the Kingdom population is expected to reach 44.9 million by 2030.
External Source BMI and World Bank conservatively place population projections of 1.37%
which equates to 39.3 million by 2030.
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Implications for the K12 Education Sector

» Based on SAGIA population growth rate of 2.5% per annum, the total demand for K12
enrollment will reach to 8.3 million in 2030, compared to 6.1 million in 2018, an
additional demand for 2.1 million new seats in the Kingdom by 2030.

*  While, based on the World Bank population growth rate of 1.37% per annum, the total
demand for K12 enrollment will reach to 7.2 million in 2030, compared to 6.1 million in
2018, an additional demand for 1.1 million new seats in the Kingdom by 2030.

2018
B - s 1> Asdionaiseas 1am

Private Sector SAGIA Total Seats 1.5 m => Additional Seats 0.4 m

1.1 million
Total Seats 1.3 m => Additional Seats 0.2 m
Public Sector SAGIA Total Seats 6.8 m => Additional Seats 1.7 m

ZYLR 5.0 million
Total Seats 5.9 m => Additional Seats 0.9 m




MORE THAN REAL ESTATE

EXPERTISE

MENA

Education Valuation & Advisory Services

0%

Of our revenue IS from
strategy, business
and management

consultancy.

Strategic & Business Planning | Market & Financial Feasibility Studies |
Catchment Area Analysis | Market & Commercial Due Diligence | Financial Due Diligence Colli ers
Mergers & Acquisitions Assistance | Sale & Lease Back Advisory INTERNATIONAL
Site Selection & Land/Property Acquisition | Operator Selection & Contract Negotiation
Public Private Partnership (PPP) & Privatisation | Land & Property Valuations




For a long time, access to the Gulf's largest private K12
market for both investors and operators was a difficult road
through a myriad of legislative and bureaucratic hurdles.

Under the Kingdom’s Vision 2030 Plan, the education
sector is listed as one the main pillars for the Kingdom’s
economic and social growth. SAGIA is leading the way by
enabling access for international companies to establish
operations in the Kingdom. Additionally, with the recent
lifting of foreign ownership restrictions, the education sector
has become one of Saudi Arabia’s leading investment
sectors with many regional and international investors and
operators are actively planning or entering the K12 market.

The opportunities are underscored by the numbers; 85%
(39,600) of the region’s schools and 68% (6.1 million) of the
region’s students with an estimated market value of over
$37 billion are in the Kingdom. Within this, the participation
of private sector remains very low with only 19.6% schools
and 18.2% students in the private sector. Furthermore,
only 13% of Saudi National students attend private schools.

The salient features of KSA K12 education sector can be
summarised as follows:

* Growing Population & Young Demographics: The
Kingdom's population of 33.4 million in 2018 is expected
to reach 44.9 million by 2030, consequently, the current
student number of 6.1 million are expected to grow to
almost 8.2 million by 2030; creating an additional
demand for almost 2.1 million new seats.

+ Low Private Sector Participation: At present, the
market share of private sector is only 18.2% (Kuwait
40.9%; UAE 73.4%; Dubai 90.5%), which is expected to
double by 2030, thus creating demand for additional
400,000 (at 18.2% current share) to 800,000 (at 36.4%
share) new seats in the private sector. The share of
international schools is even lower, with 378,000
students (out of 6.1m students), or 6.1% students are in
international schools. With the exception GEMS
Education and SABIS no regional or international
operators are currently operating in KSA.

« Affordability: With a per capita income of US$ 20,000
per annum, affordability is expected to play a major role
in the growth of K12 private education sector in the
Kingdom. The average tuition fees for international

schools ranges between US$ 9,500 to US$ 16,000 per
annum. There will always be demand for premium
schools with even higher fees level, however, based on
Colliers Education local knowledge the sweet spot for
international private schools would range between
US$ 9,500 to US$ 16,000 per annum.

* Focus on Saudi Nationals: Presently, only 13% of
Saudi student population attend private schools,
compared to the share of Omani and Kuwaiti nationals
in private schools with 14% and 21% respectively.

Outliers, with a GDP per capita of US$ 37,500, both
Dubai and Abu Dhabi students boast private school
penetration levels of 90% and 64% respectively; with a
share of Emirati students in private schools at 37% and
57% respectively. This indicates potential for the future
growth of private education in KSA with a focus on
inducting Saudi nationals for sustainable demand,
particularly in the premium end of the market.

In summary, the K12 education sector in KSA, especially
the private K12 education sector, offers several lucrative
opportunities for education operators, developers and
investors. However, it also poses number of challenges
including high capital expenditure requirements, attracting
and retaining qualified staff.

Colliers International education team is actively working
with several local, regional and international investors and
operators to facilitate entry and/or expansion in KSA’'s
lucrative K12 education sector. From initial market analysis
to business expansion strategies, joint ventures, structured
finance, investor engagement and mergers and
acquisitions. we are working alongside our PropCo and
Opco clients studying the variety of entry routes available.

With over 500 international and five regional offices in
Riyadh and Jeddah, Egypt, Dubai and Abu Dhabi, Colliers
International brings together global innovation with in-depth
local knowledge. If you are interested to enter or expand
into KSA’s K12 education sector, please contact Mansoor
Ahmed, Director (MENA Region) for Healthcare, Education
& PPP on mansoor.ahmed@colliers.com.
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FOR MORE INFORMATION

Mansoor Ahmed Imad Damrah

Director (MENA Region) Managing Director | KSA
Development Solutions | Healthcare | Main +966 11 273 7775
Education | PPP Imad.damrah@colliers.com

+971 55 899 6091
mansoor.ahmed@colliers.com

About Colliers International

Colliers International is a global leader in commercial real estate services, with over 17,000
professionals operating in 68 countries. Colliers International delivers a full range of services to
real estate users, owners and investors worldwide, including global corporate solutions, brokerage,
property and asset management, hotel investment sales and consulting, valuation, consulting and
appraisal services and insightful research. The latest annual survey by the Lipsey Company ranked
Colliers International as the second-most recognised commercial real estate firm in the world.

In MENA, Colliers International has provided leading advisory services through its regional offices
since 1996.
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