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Project Overview

One Phrase Summary of global expansion is “to create a unique network
giving global partners an easy route to success with innovative balcony
systems”.

We need to work out the marketing activities that we should do in the global
markets (starting with Canada) to rapidly place ourselves in the market
before competitors realise, we are a threat.

Goals

Understand the thinking of various construction personas.

We want to survey different areas throughout Canada to develop a strategy
for the brand.

Run a telephone research program.
Assist with building survey and doing initial assessment of questionnaires.

Analysis of the findings and create reports in regard to the outcomes.

Methodology

Lead Generators International (LGI) will target the 3 main population centers in Canada: Vancouver, Toronto,
and Calgary. According to the 2016 Census, this represents 35.5% of the Canadian population. Toronto tops
the list with 5,928,040 inhabitants, Vancouver with 2,463,431 inhabitants, and Calgary with 1,547,000
inhabitants.

Canada has a historically low vacancy rate of 2.2% nationally for purpose built rental housing. These 3 markets
are the top 3 in vacancy rates for purpose built rental housing: Vancouver 1.1%, Toronto 1.5%, and Calgary
3.9% respectively. We feel this sample will provide an accurate picture of the potential market for the Sapphire
Balconies solution both from population density and geographic coverage perspectives.

Within those markets we will target 100 prospects for a total of 300 prospects to complete the survey project.

Those 100 prospects will be broken into the sub-group constituents from which wishes to gain
insight such as Architects, Engineers, Developers, Builders, Regulatory bodies, etc. This will provide a
consistent profile of the various constituents across Canada in the 3 major Provincial markets, as well as
provide regional insights for the various disciplines.
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Market Overview
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Calgary - 2020

Population 1,547,484

Calgary's market is already feeling the impact of depressed oil and gas markets, along with reduced economic
activity during COVID-19. The city's GDP is expected to contract by 5.5% in 2020 before expanding by 6% in
2021 as the pandemic eases and oil prices strengthen, according to the CBoC.

The industrial real estate market showed signs of resiliency and has diversified into warehousing and
distribution over the past decade. According to Colliers, overall industrial vacancy rose slightly to 6.2% in Q2
2020. One interviewee from Vancouver noted they're looking for distribution locations in Calgary due to its
large coverage area and the fact that “the rates are a third or less of what Vancouver costs in warehouse

spaces.”

With oil prices at all-time lows, downtown rental rates were among the lowest in Canada as office vacancy sat
at 24.8% in Q2 2020, according to JLL Research. Construction output is expected to fall this year, down nearly
20%, and it was already on a decline due to uncertainty in the energy sector, according to the Conference
Board of Canada.

But Calgary's housing market could benefit in the coming months from low interest rates, although
interviewees indicate there are “a ton of condos” on the market. There's also some concern that recent
strength in the residential market could reflect a temporary burst of activity that will take away from demand
and sales of new homes in the months and years to come.
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Toronto - 2020

Population 6,196,731

The pandemic has put Toronto's economy on a weaker footing this year. The Conference Board of Canada
predicts real GDP will retreat significantly in 2020 but recover by 6.2% in 2021. While total housing starts are
likely to drop this year before rebounding in 2021, interviewees predict strong pre-construction sales across
Toronto should help ensure the city's recovery.

The region has seen rising interest in properties outside of Toronto—not just in the suburbs, but further afield
in areas like Niagara, Peterborough and Kitchener-Waterloo. But interviewees felt it's too early to tell if a trend
away from the city will take a stronger foothold.

Immigration also has a direct impact on Toronto's housing market. With borders closed and immigration
curtailed, the rental housing market has been adversely affected. When immigration activity resumes, it's
expected there will be pent-up demand, particularly for rental units.

As tenants and landlords turn their focus to returning to office spaces, the market remains on uncertain
ground. And while there may be a slight increase in vacancy, there's still a need for office space in Toronto,
even if it looks different post-COVID-19. The market remains in triage mode, according to JLL Research.
Although there's pent-up demand in the market, everyone is waiting for stability to return before transacting.

When it comes to industrial real estate, demand remains very strong in the Greater Toronto Area. According to
Colliers, leasing and sales transaction volumes were down in the second quarter of 2020, with the availability
rate in the GTA reaching 1.7%, after two consecutive quarters at 1.1%. It's expected the market will continue
to grow, given the need for e-commerce distribution centres.
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Vancouver - 2020

Population 2,581,079

Like other major centres across the country, there's plenty of uncertainty and an inability to predict what's to
come. The Conference Board of Canada's (CBoC) Major City Insights report predicts a 3% drop in gross
domestic product (GDP) in 2020, with a rebound of 6.5% anticipated in 2021. And while there may be higher
failure rates once government subsidies introduced during the COVID-19 pandemic end, many investors are
looking to add Vancouver real estate to their portfolios as it's still considered a safe harbour.

Prices aren't dropping significantly in Vancouver's housing market, but certain categories will likely suffer more
than others. Interviewees don't expect a permanent flight to the suburbs but are cautious about building
expensive downtown product until the impacts of COVID-19 become clearer. But demand for new
construction may be challenged in the near term by reduced migration domestically and abroad and by loss of
household income due to increased unemployment.

With single-family residential housing, prices are still down from their 2017 highs, but the city will continue to
have a supply issue and plenty of demand. The high-rise condo market has seen more activity than was
expected during this time, although developers aren't rushing to build new supply; they're working on projects

already in the pipeline.

Like other parts of the country, retail is expected to see accelerated disruption, while the industrial real estate
market has strong underlying metrics, with interviewees bullish on distribution. Vancouver's industrial
fundamentals remained strong in second quarter of 2020, according to Colliers, with vacancy below 2% for
the 13th consecutive quarter and availability at 5.1%, which is still below the 10-year average of 5.5%. Office,
on the other hand, has a total vacancy rate of 5.5%, according to JLL Research, and a lot is up for sublet.
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Survey Results
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Survey Statistics

Total Calls - 1,104
Completed Surveys — 56
Email Leads - 21

Connection Rate - 7%
This is lower than the connection rate for our other campaigns we have done in the past.

Factors

COVID & Christmas: All provinces were in elevated pandemic “Lock Down” mode as a response to the recent
second wave infection rate increases and in anticipation of the pending Christmas spike, with enhanced
restrictions. Hence a higher percentage of prospects than usual were either working from home or on holiday.

Number of Calls % of Calls

4 2.3

BC Construction
BC Developers 75
ON Architects

ON Construction

ON Developers

Total
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Regional Results

Calgary

Architects
Construction

Developers

Total (21% of completed surveys)

Toronto

Architects

(631

Construction

Developers

Total (34% of completed surveys)

©

Vancouver

Architects

N

Construction

Developers

Total (43% of completed surveys)

N
~

= =

Industry Experts

Total (2% of completed surveys)

Grand Total 56

I I
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Company Profiles

The companies ranged in size from niche firms in the Alberta Construction and Architectural
disciplines with < 30 employees and modest projects that are hundreds of units, to significant
development players in the Vancouver market with > 100 employees and multi-thousand-units.

There was a wide range of job titles that completed the surveys including CEO's, Owners, Sr.
Vice President of Development, Project Manager, Chief Estimators, Director of Construction,
etc. When encountering a gatekeeper, we would ask for the “person responsible for the design
or construction of balcony solutions”.

We are confident this is a good cross section of the marketplace and an appropriate range of
job functions to deliver an accurate industry profile.
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Individual Questions

0: Is your company involved in the construction of MURB's?

Calgary

Yes % No %

Toronto
Yes % No %

90 10

Vancouver

Average

Yes % No %

PAC

AN R

Average
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Individual Questions

03

0: Is your company involved in the process of building medium-high-rise mixed-use buildings?

Calgary

Yes % No %

Toronto

Yes % No %

Average 100

Vancouver
Yes % No %

Developers
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Individual Questions

What are the key issues you face in construction in your marketplace? (Top 3 answers)

Calgary

Lack of quality trades Thermal bridging Price, weather

Toronto

Thermal issues and

Availability of trades Approvals timing sustainability rules
changing
Vancouver
Lack of skilled labor Building envelope Approval process,
requirements, thermal permits zoning

Top 3 issues were consistent in all markets; finding quality and skilled labor and trade, approval process and
thermal issues related to sustainability requirements.
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Individual Questions

Do you think there are differences between the way that Canada build, and the way things
are built elsewhere?

Consistent yes in all 3 markets; different access to labor and
materials, zoning requirements, sustainability and thermal factors.

Who are the key influencers/advisory board/opinion leaders/bodies in the market? (Top 3 Answers)

Calgary

Prohcil::::iigrggggsnar:\]gnts Naeﬁz:*]gyll t;)lgllicévg CSA, ASPM, ULC
Toronto
Ong]f‘gorcﬁi‘-’éocﬂja:eion Ontario Government City of Toronto
Vancouver
Regulatory Agencies, City of Vancouver Urban Development

Municipal, Provincial Institute
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Individual Questions

O: Who are the main players in residential construction? (Top 3 answers)

Calgary

Regency One Properties Beaverbrook
Toronto
Tridel Brookfield Gem
Vancouver
Concord Pacific Bosa Lﬁg&gﬂgﬂ;‘: -
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Individual Questions

O: Are you familiar with "Cassette or Slide on" balcony systems?

Calgary

Yes % No %

Toronto
Yes % No %

Construction

10 95

Vancouver

Average

Yes % No %

03

Canadian Market Analysis - Page 16 of 35



Individual Questions

O: Do you use COACH software in balcony design?

Calgary

Yes % No %

Toronto

Yes % No %

Average 100

Vancouver

Yes % No %

03
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Individual Questions

O: Do you use BIM or CAD software in balcony design?

Calgary

BIM % CAD % *Other %

Average 77.5 67.5 77.5

Toronto
BIM % CAD % *Other %

Average 100 100 50

Vancouver
BIM % CAD % *Other %

Average 30.5 52.7 41.5

*Other — Revit, Vector Works

Canadian Market Analysis - Page 18 of 35



03

Individual Questions

O: Please rank the following in order of preference in balcony design and construction. First being
the most important:

Calgary

Architects
Construction

Developers

Average

Toronto

Architects
Construction

Developers

Average

Concrete Pre-Mfg Open Steel Frame Wood Aluminum Frame

S S N S I I
[ S I I IS S B
1 2 3 5 4

Concrete Pre-Mfg Open Steel Frame Wood Aluminum Frame

1 4 P 3 5)

Vancouver

Architects
Construction

Developers

Average

Concrete Pre-Mfg Open Steel Frame Wood Aluminum Frame
1 3 4 5 2
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Individual Questions

O: Why do you prefer that balcony design? (Top 3 answers)

Calgary

Cost Simplicity Industry standard
Toronto
Reliable method to
Industry standard source labor Cost
Vancouver
Industry standard, Easily sourced, Co;\;;r;:::‘y vv&/gc:dsitsr uzcrfgral
cheapest option good fire rating préference

While concrete is the primary standard in all markets, there were regional differences in other preferences.
Wood is a viable option in Vancouver since it is a wood producing Province, where as Toronto has access to
Steel Mills.
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Individual Questions

O: What is your preferred balcony railing?

Calgary

Frameless Post & Rail Structural Perforated Mesh Solid Sides
Glass Glass Sheet

Average 1st 3rd 2nd

Toronto Frameless Post & Rail Structural Perforated Mesh Solid Sides

Glass Glass Sheet

Vancouver

Frameless Post & Rail Structural Perforated Mesh Solid Sides
Glass Glass Sheet

Average 3rd 1st 2nd 4th 5th

Other — Although it was not included in the range of choices several Developers and Architects selected
Aluminum. Depends on building design. Each jurisdiction has its own individual safety requirements that
influence railing design.
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Individual Questions

Rate the importance for each of these features or attributes in constructing
and installing balconies: 0 Not Important, 5 Somewhat Important, 10 Critical

Fire Performance

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

Cost

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

Drainage

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

03
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Individual Questions

Rate the importance for each of these features or attributes in constructing
and installing balconies: 0 Not Important, 5 Somewhat Important, 10 Critical

Thermal Transfer

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

Appearance and Aesthetics

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

Weight

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

03
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Individual Questions

Rate the importance for each of these features or attributes in constructing
and installing balconies: 0 Not Important, 5 Somewhat Important, 10 Critical

Ease of Install

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

Loading, Rigidity & Minimal Deflection

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

Off Site Manufacture and Less Trades on Site

By City (Weighted blend of all categories)
0 1 2 3 4 5 6 7 8 9 10

03
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Individual Questions

03

What Building Code changes if any are pending that might impact current construction

and/or installation methods for balconies? (Top 3 answers)

Calgary

Provincial sustainability

National Energy issues — Calgary is a
code changes bit behind Vancouver
and Toronto

Toronto

Toronto Green Standard .
- similar to Step Code Thermal issues
in Vancouver

Vancouver

Requirement for

Step Code 4 Thermal performance

Local zoning changes

Energy code getting
more stringent

Overall sustainability
initiatives
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Individual Questions

In relation to Modern Methods of Construction (MMC) — how open are you to working in this way? For
example - embracing a range of offsite manufacturing and onsite techniques that provide alternatives to
traditional construction methods? And Why?

The feedback across all categories and jurisdictions was unanimously in favor of being open to new methods
of construction. There was strong indication that the industry is moving to a modular approach to design and
building.

Weighted blend of all cities & categories

What do you believe the benefits are with using premanufactured balconies as opposed to concrete?

There was a consistent belief that premanufactured balconies would be easier to install and have some
thermal benefits versus concrete. However, the industry has concrete down to a science and will have to have
firm proof that the labor cost would lower (which was biggest concern) and installation did not require specific
training (access to skilled installation trades was an issue). Some smaller developers were willing to do a trial
that could be showcased for the larger projects.

Weighted blend of all cities & categories

Do you have any approved projects in the next 24 months? If so, how many units are planned?

All the companies contacted had active projects from low double digits to high triple digits in terms of units.
The specific surveys contain individual details. There were a couple of projects on hold because of COVID,
however, this was related to delays while sites implemented trade safety protocols, or a lack of qualified trades
because of illness. These projects were green lighted well before COVID was an economic factor and it
remains to be seen what the long-term economic effect will be. Overall, the Canadian market is more
economically stable thanks to Government support programs.

Weighted blend of all Cities
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Individual Questions

O: Do any of these projects require LEED certification?
Calgary

Yes No

Average 42.5 71.6

Construction

Toronto

Architects

Yes No

Construction

Average 16.5 83.5

Vancouver
Yes No
I

Average 23.3 76.6

Architects

Construction

03
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Individual Questions

0: Is your company COR certified?

Calgary

Yes No

Average VASRS 24.4

Toronto

Yes No

Average 69.5 30.5

Construction

Vancouver

Yes No
:

Developers

03
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Individual Questions

O: What is the biggest challenge you have with balconies? (Top 3 answers)

Architects

Thermal Drainage r(e:g 3?@%2?35
Construction

Thermal Trades requirements
Developers

Thermal Cost Zoning requirements

The concerns were in line with the individual categories. Architects have design concerns, Construction
companies about building and installation, Developers about costs and meeting requirements to get approval.
What was interesting was that Thermal concerns were on the list for every category.

Canadian Market Analysis - Page 29 of 35



03

Individual Questions

O: Would you like to be contacted in the future about any upcoming events & CPD
(Continued Professional Development) sessions?

Calgary

Yes

Architects
Construction

Developers

o N Z
o o [¢)

Average

Toronto
Yes

Architects

IZ
o

Construction

Developers

Average

Vancouver
Yes

Architects
Construction

Developers

(6] O Z
o (@] [¢)

Average
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Individual Questions

When it comes to managing quality control and quality processes — do you find that you are faced
with challenges?

All companies were confident in their internal quality processes and experience of their teams. The challenges
identified were from external sources such as lack of qualified trades, co-ordinating sub trades, contractor
issues such as unreliability, lack of zoning knowledge, etc.

This is where a solution such as Sapphire Balconies would get good traction since it requires less trades on
site and no special skills to install.

Weighted blend of all cities & categories

Who is your preferred balcony supplier currently?

Overwhelming response was there isn't one since most balconies are built on site.

What criteria do you follow when looking for a supplier, or better yet a balcony company?

This was answered primarily in terms of qualities of hiring individual trades for on-site installation since there
are no “suppliers” of consequence.

What topics or details of preferred CPD?

Topics related to:

Balcony energy systems Fire & Drainage innovation Any new technology
developments
Best Thermal practices Specific cassette system b
information

Weighted blend of all cities
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Summary

Unfortunately, the overall survey count was lower than originally intended. This was due to the condensed
time frame from the original project scope, the individual markets going to a higher stage of lockdowns in
response to increased COVID numbers, and the time of year in proximity to the holiday season.

However, the responses were consistent enough to determine overall trends, additional surveys would have
reinforced those findings but would not have changed them substantially or introduced new factors for
consideration.

The goal of the survey project was to determine if Canada is a viable market for the
solution? To this we can confidently answer in the affirmative.

The goal of the survey project was to determine if Canada
is a viable market for the solution? To
this we can confidently answer in the affirmative.

All the categories (Architects, Construction, Developers) from all regions were very receptive to the concept
and expressed a willingness to learn more.

The Canadian political environment is very friendly to initiatives that support long-term improvements to
energy sustainability. This is being driven by consumer preference which drives legislative initiatives.

Canada ranks number 20 of 180 countries in the Environmental Performance Index, The Environmental
Performance Index (EPI) is a method of quantifying and numerically marking the environmental performance of
a state's policies. This index was developed from the Pilot Environmental Performance Index, first published in
2002, and designed to supplement the environmental targets set forth in the United Nations Millennium
Development Goals.

Canada has committed to the Net Zero 2050 initiative. Canada is not alone in taking these steps. It has joined
over 120 countries in pledging to be net zero by 2050, including several other G7 nations such as the UK,
Germany, Italy, France, and Japan as well as hundreds of cities around the world, including Guelph, Halifax,
Hamilton, Montréal, Toronto, and Vancouver. To ensure the country's success, the Canadian Net-Zero
Emissions Accountability Act would establish an independent advisory body to provide ongoing advice to the
Government as Canada charts its path to net-zero by 2050.

With a favorable political environment, widespread consumer acceptance, willingness of the commercial sector
to support such initiatives the table is well set to introduce the Sapphire Balconies technology to the industry
and the marketplace. The emphasis for the company should be on making the industry aware of the
technology then justifying and reinforcing the key value propositions of lower overall costs, greater thermal
efficiency, and synchronicity with legislative initiatives.
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Expert Opinion

We interviewed Murray Frank. Mr. Frank is the Founder of Constructive Home Solutions Inc. and is recognized
as a premier building science specialist in British Columbia. He has been instrumental in developing an
understanding of moisture problems, energy performance and sustainability features related to single family
and multi-unit residential buildings. His expertise can also be applied to building envelope concerns related to
commercial, industrial and institutional projects. Murray is an acclaimed educator in his field and has played a
key role in the development and delivery of leading-edge curriculum for the construction industry.

Constructive Home Solutions Inc. operates the portal Building it Right, a year-round learning resource for the
development and construction industries. The site offers numerous online courses, seminars, and CPD events.

Site:

Specialties Include:

Workplace Safety Fundamentals Insulation Performance
Cladding Details Building Code
Net Zero Housing Warranty Step Code

We directed Mr. Frank to the Sapphire site to solicit his candid opinion on the technology. While un-familiar
with Sapphire as a company, he was very intrigued by the technology. He is a big fan of modular building
practices stating that “Modular Construction will be the industry standard in the next 10 years”.

Modular Construction will be the industry
standard in the next 10 years.

Murray Frank
Premier building science specialist in British Columbia

He said the most influential factor in today's design requirements are thermal integrity as each jurisdiction is
either implementing or developing sustainability standards in reaction to the Net Zero initiative in 2050. He felt
the Sapphire solution would help builders comply with these evolving standards with lightweight design
reducing load requirements to secure to the building envelope, thermal transfer depending on the bracket
technology, and labor savings to lower cost which is always critical to developers.

He mentioned that each jurisdiction has different railing specifications and felt LEED certification was more of

a political marketing tool since there is currently no legal requirements and that the Net Zero initiative was a
more influential driver.
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Marketing
Recommendations
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Recommendations

The survey research revealed that almost all the respondents were NOT aware of the 'Cassette’ balcony
system, and the marketplace has no established “Balcony suppliers”. This is a prime opportunity to establish

as a key industry player before there is competition. Thus, emphasis for the company should be on
making the industry aware of the technology. The awareness initiative should be widespread and through
recognized and credible channels.

There are 2 key organizations that are the repository for developing trends in the MURB development and
construction industry:

The Building Energy Innovators Council (BEIC), was founded in 2016 by a diverse group
of Real Estate and Corporate leaders. This is an industry driven council established to
accelerate the collaboration, innovation, and adoption of clean building technologies
including energy efficiency and renewable power solutions that will transform the built
environment, while developing world class clean tech companies, creating jobs and
enabling economic prosperity in a future low carbon era.

Site:

The Urban Development Institute (UDI) is a non-profit association of the development
@ industry and its related professions that is non-partisan in its activities. With over 850

corporate members, UDI Pacific represents thousands of individuals involved in all facets of

land development and planning, including: developers, property managers, financial

lenders, lawyers, engineers, planners, architects, appraisers, real estate professionals, local

governments and government agencies.

Site:

LGI has contacted these associations and both have low barrier to entry membership dues structures and a
variety of communication channels and events.

For instance, BEIC will do an educational email blast through their industry media partner The Remi Network
to 40k — Canadian condo business /Construction from the Editor.

Site:

UDI is recognized as a vital leadership resource to the industry. The Urban Development Institute promotes
wise and efficient urban growth, good planning and good development practices, affordable housing and high
quality commercial and industrial developments.

There are numerous partnership opportunities for events, publications, and networking seminars. We highly

recommend participation in these organizations to establish Sapphire ahead of any potential competition and
in support of the licensee program.
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