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Executive Summary

The Engineering and Construction industry continued to perform well in the fourth quarter of 2021 (4Q-
2021) despite the continued impact of the COVID-19 pandemic. The fundamentals remain strong, with
growing investment in non-residential and commercial construction, despite a decrease in the number
of housings starts and overall investment in construction, which was on account of seasonality.

The overall investment in the Canadian construction industry has continued to grow year over year over
the last four years, representing a +6% CAGR. This growth was notably the highest in 2021 with a
+19% increase compared to the +3% in 2020".

The industry reached and surpassed pre-pandemic gross domestic product (GDP) levels by 1Q-2021
after exhibiting lowest GDP levels in the last eight years in 2Q-20202. Subsequently, 2Q-2021 marked
the industry’s record-high GDP levels before returning to pre-pandemic levels in 3Q and 4Q-20213.

Despite the positive outlook, the industry faces considerable challenges — some new, but many well-
known. Among the major ones are rising cost of materials and equipment, labor shortages, and supply
chain disruptions, which collectively continue to impair industry margins. Besides these, adapting to the
next-generation digital technologies, integrating data and analytics into workstreams, and implementing
end-to-end digitized construction capabilities are receiving increasing attention and importance from
executives®.

The opportunities for mergers and acquisitions (“M&A”) in this industry are limitless, especially with the
prominent drive towards digitization of the industry. A recent example is Tetra Tech Inc.’s acquisition of
Axiom Data Science (March 2022), an informatics and software development firm and an industry
leader in the management and analysis of oceanic and ecological data associated with climate
change®, which was driven by Tetra Tech’s objective to expand its analytics capabilities in oceans and
ecosystems.

2021 saw the highest deal count and capital invested within Canada, making it the busiest year for
Canadian deals in the last century. In Q4 2021, there were 117 private equity deals in Canada,
representing CAD$15.9B of capital invested in transactions, and a total of 376 M&A deals,
representing CAD$65.5B of capital invested in transactions.

Despite the near-term challenges in certain construction sectors, the medium to long term growth
outlook of the Canadian construction industry remains intact.



Operating Environment

Overview

The construction industry employs over
Industrial building 1.4 million people in Canada and
construction Homebuilders generates about $141 billion to the
economy annually, accounting for 7.5% of
Canada’s gross domestic product (GDP)".

Residential building construction costs
Residential increased 3.8% in the fourth quarter of
2021, following a similar rise in the third
quarter. Non-residential building
construction costs were up 2.7% in the
‘ : fourth quarter, decelerating slightly from
\Municipal building the previous quarter®.
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Q4 2021, Canadian corporations reported
a quarterly increase of 3.8% in net income
before taxes (NIBT) in the quarter. This
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Metric % increase/decrease sector (+7.7%) while the non-financial
sector saw a decline in NIBT of 2.7%
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Market Growth

Industry trends

Supply chain disruption, increasing digital revolution, and legal changes likely to affect project

delivery and margins

Industry Shapers

While the construction sector forecasts strong
growth in the coming years, one of the biggest
challenges in the recent past has been availability of
Skilled labour and raw materials to meet the growing
demand.

Similarly, material shortages have impacted projects
at all levels. Steel and other metals are in scare
supply on account of the global pandemic and
delayed transportation.

Import-export backlogs have been evident with
ocean ports experiencing severe unload times on
account of changing demands during the
pandemic'?,

While digital revolution has been embraced by nearly
every industry, Canada’s construction industry is
behind the curve. A survey by the Canadian
Construction Association (2020) showed that three-
quarters of construction companies in Canada rate
their digital maturity as “fairly low”.

The industry is beginning to increasingly rely on
digital solutions such as artificial intelligence,
blockchain and smart contracts, building information
modelling, building automation, and wireless
monitoring to complete projects.

The slow pace of change in the industry
offers tremendous opportunities for tech
companies that can provide innovative products
and services.

— May 2021: Lauren Lake, Chief Operating Officer,
Bridgit (a software company focused on the construction industry)
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New Construction

The total value of building permits in Q4 2021 was
relatively flat, falling 0.6% relative to Q3 2021. This
cyclicality is expected as the industry went into the
Winter. However, relative to Q4 2020, the total value
of building permits in Q4 2021 was up 21% year-
over-year's,

Interest Rates

Since March 2020, interest rates have dropped to
an all-time low due to COVID-19, with the policy
interest rate currently at 0.25%. However, due to the
current high inflation environment (i.e., 4.8% in
December 2021), interest rate hikes have begun in
2022,

Legal Changes

Prompt payment and mandatory adjudication
legislation is being enacted across Canada to
alleviate perceived payment delays down the
construction pyramid.

According to a report by law firm, Dentons (October
2021), changes to prompt payment and adjudication
legislation are being implemented federally and in
several Canadian provinces.

Collectively, the new legislative schemes set out
timelines for payment and disputes, amend
adjudication requirements, and changes in lien
mechanics. The new Ontario and Québec regimes
are currently in force, and the amendments to the
Alberta, Nova Scotia and Saskatchewan legislation
have received royal assent. Additionally, British
Columbia, Manitoba and New Brunswick have
recently published reports that propose changes to
their existing legislative schemes'®.
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Industry Valuations

Mergers and Acquisitions (M&A)

2021 saw the highest deal count and capital invested within Canada, making it the busiest year for Canadian
deals in the last century. In 4Q-2021, there were 117 private equity deals in Canada, representing CAD$15.9B of
capital invested in transactions, and a total of 376 M&A deals, representing CAD$65.5B of capital invested in
transactions. Note: Private company multiples may vary significantly lower from those of public traded companies.

M&A Transactions in Canada
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Recent M&A Transactions

Select transactions

Notable E&C transactions in Canada over the past one-year include'®:
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Pitchbook Definition:

M&A: A company acquires at least a controlling position in another company.
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Buyout/LBO: A private equity firm acquires at least a controlling position in another company.
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Key Findings

Industry snapshot

Despite the setbacks arising from the pandemic, the industry is expected to continue on an
overall upward growth trajectory in the coming years.

Current and Prospective Performance Looking Forward

About 90% of builders have suffered from shortages
of appliances, lumber, plywood, windows, and

100 Housing starts - Canada doors'.

Single-detached ® Multiples
The delta variant of the virus, along with natural

80 69 69 disasters, set back supply chains for several
= 59 materials and these supply chain disruptions are
g 60 expected to continue in 2022.
o
g 40 Under the Investing in Canada Plan, the Plan has
> invested over CAD$118 billion in over 78,000
projects to date. However, there are still billions of
20 y dollars earmarked for infrastructure investment'@.
2
0 19 ’ 20 In October 2020, the government launched a
it 2021 Q2 2021 Q3 2021 Q4 2021 CA$10 billion “Growth Plan” for Canada
Infrastructure Bank (“CIB”) in order to invest and
attract investment from private sector and
institutional investors. Green energy projects in
Aggregate Private Investment particular have been established as a core
£ 700 investment area, with the push towards renewable
% 600 CAGR 3.2% energy sources.
s 500 Industry Outlook
S 400
2 300 . .
S 200 We expect demand for our services to remain
g 100 healthy for the foreseeable future, as the federal
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D) q, q, OSSO NN S as a key source of stimulus as part of the economic
recovery plan and an essential part of the transition
to a net zero carbon economy through more
sustainable infrastructure.
Value Of NonreSidential Construction — March 2022: Jean-Louis Servranckx, President and Chief
= Executive Officer, Aecon Group Inc.
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% 200 ~ CAGR:3O® Conclusion
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< 100 pandemic and exhibit an upward growth trajectory.
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Key Findings (continued)
TTM performance of key industry players — 4Q-2021

2021 Quarterly Revenue (select public companies)
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Select M&A Transactions

Select Engagement Highlights

Jacob Bros Construction
(Buy-side engagement)

Founded in 2008, Jacob Bros is a leading general
contractor specializing in civil and building’s
construction. Headquartered in Surrey, British
Columbia, Jacob Bros has delivered a diverse
portfolio of projects for public and private clients
across Western Canada.

JACOSB BROS
------------

Continental Chain and Rigging (“Continental”) is a
supplier of chain and rigging products including wire
rope products, tire chains, synthetic slings, fall
protection equipment, and much more. With
headquarters in Edmonton, Alberta, Continental
offers their products and services throughout
Western Canada by using its robust distributor
relationships.

Continental was growing impressively and achieving
record results. This made agreeing on a purchase
price challenging as financial results were improving
more than expected every month the deal moved
towards close.

Once the purchase price and terms were agreed,
the parties needed a mechanism to address growing
net working capital. The concern was the potential
for a large purchase price adjustment post-close
based on unprecedented working capital levels.
Minority shareholder added complexity and required
additional agreements to be finalized at close.

To provide price certainty, a “lock box” mechanism
was established for working capital, which fixed the
purchase price adjustments related to net working
capital on agreed terms and at the “lock box date”.
The structure of the purchase and sale was
negotiated to provide all shareholders a tax efficient
transaction now and in the future. A minority stake in
Continental was acquired at mutually agreeable
terms. Management of Continental remain in place,
while the Jacob brothers will join the board and act
as advisors for Continental.

We are excited to be partners in the ownership
of Continental Chain and Rigging. They are good
people and we see clear opportunities for both parties
to benefit from this partnership. The Baker Tilly team
did a great job of negotiating the fine details and
pushing the transaction across the line.

— Scott Jacob, President & CEO of Jacob Bros Construction
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CCMET Group m
CC*MET

(Sell-side engagement) GROUP
Founded in 1987, CCMET Group (“CCMET”) grew
to become the leading engineering materials testing
company in Western Canada. With 275+ employees,
CCMET continues to deliver a full range of services
including materials testing, materials engineering,
geotechnical engineering, concrete restoration,
environmental engineering and TQM. Its scale,
reliability and quality of work makes it a key partner
in many of the Canada’s largest infrastructure
projects.

As an employee-owned business, the rationale for
the transaction was twofold: Form a partnership to
provide resources to fuel future growth and liquidity
for the transition of several senior employees.

Roster of 40+ potential purchasers was developed
- 20+ reviewed the CIM and received offers from 5
parties. Accepted LOI to transaction closing took 97
days.

70% of CCMET was successfully sold to Equicapita,
a Calgary-based private equity fund that has a
history of acquiring and growing industrial
companies.

Transaction valued the enterprise at $47.5M, which
was substantially above the target price agreed
upon with the client.

Baker Tilly Canada Corporate Finance Inc. acted as
exclusive financial advisor to CCMET Group in
structuring and negotiating this transaction.

Renaissance Mergers & Acquisitions [now
Baker Tilly Canada Corporate Finance] facilitated the
transaction from initial concept to the very end where
they literally pushed it over the final goal line. [They]
exceeded our expectations by over 100% and | could
not be more pleased with the results and the new
partnership.

— Harry Watson, President, CCMET

@ bakertilly
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Corporate Finance

Why Baker Tilly?

About us

With member firms from coast to coast, the Baker Tilly Canada Cooperative is one of the country’s largest
associations of chartered professional accounting firms. As an all-Canadian network, we have a longstanding
reputation for value-added audit, tax and advisory solutions, due to the depth and breadth of our in-house skills,
customized offerings and service excellence. Through our strong network infrastructure, shared expertise,
resources and offices across the country, our independent member firms provide clients ranging in size from
large, publicly traded companies to owner-managed and emerging businesses with a full complement of
professional services across every major industry sector.

Find out more at www.bakertilly.ca.
Globally connected

We are proud to be an independent member of Baker Tilly International, a network which extends across 148
territories, with 39,000 people working out of 706 offices. Our membership gives us significant global reach in
addition to our national presence.

At Baker Tilly International, we believe in the power of great relationships, great conversations and great futures.
They represent what we stand for and what we are working together to achieve. Find out more at
www.bakertilly.global.

Full service offering with specialists able to support you through

the entire deal spectrum

= © X B @ Q

Transaction Lead Advisory Valuation Tax Structuring Consulting
Services
- Financial and - Deal strategy - Modelling - Taxstructuring -  Operational due
Tax Due and origination - Valuation planning and diligence
Diligence - Negotiationand -  Purchase Price implementation - Commercial
- Focused scope structuring Allocation - Tax structuring due diligence
on issues that advice advice - Synergy
are most - Preparation of assessment
important to you Term Sheet - Post-acquisition
- SPA advice integration
- End-to-end
project
management

Ongoing transaction project management

We are able to tailor our service offering to meet your deal requirements with services
available using an integrated product approach or on a stand-alone basis,
which will not impact our independence

@ bakertilly
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Contact Baker Tilly Corporate Finance

Mike Mclsaac, CPA, CA
CEO & Managing Director
+1 (604) 750 9510
mmcisaac@bakertilly.ca

Kevin Shaw, MBA

President & Managing Director
+1 (604) 307 1480
kshaw@bakertilly.ca

Howard Ma, CFA
Associate Director
+1 (778) 807 8560
howardma@bakertilly.ca
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Baker Tilly Canada Corporate Finance Inc. is an independent member of Baker Tilly Canada Cooperative (“Baker Tilly Canada”). Baker Tilly Canada is a Canadian
cooperative association. The members of Baker Tilly Canada are independent accounting firms carrying on business in Canada. Baker Tilly Canada is an independent
member of Baker Tilly International, as a result of which Baker Tilly Canada and its member firms are authorized to use the Baker Tilly name under license from Baker
Tilly International Limited. Baker Tilly International Limited is an English company. Neither Baker Tilly International nor Baker Tilly Canada provides professional services
to clients. Each member firm of Baker Tilly International and Baker Tilly Canada is a separate and independent legal entity, and each describes itself as such. Baker
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Corporate Finance, nor any of the other member firms of Baker Tilly International or Baker Tilly Canada, has any liability for each other’s acts or omissions.




