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Company Profile

Stantec, founded in 1954, provides professional consulting services in planning, engineering,
architecture, interior design, landscape architecture, surveying, environmental sciences, project
management, and project economics for infrastructure and facilities projects. Continually striving
to balance economic, environmental, and social responsibilities, we are recognized as a world-
class leader and innovator in the delivery of sustainable solutions. We support public and private
sector clients in a diverse range of markets, at every stage, from initial concept and financial
feasibility to project completion and beyond.

In simple terms, the world of Stanfec
is the water we drink, the routes we
travel, the buildings we visit, the
industries in which we work, and the
neighborhoods we call home.

& Stantec
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Financial Summary

(In thousands of Canadian dollars,

except per share amounts and ratios) 2009 2008 2007 2006 2005
Gross revenue 1,519,865 1,351,951 954,619 816,133 618,020
Net revenue 1,242,942 1,130,124 830,888 707,927 524,552
Income before taxes 91,666 64,499 99,114 89,424 62,500
Net income 55,940 29,017 69,279 60,182 40,622
Current assets 409,253 480,725 323,248 264,551 280,371
Current liabilities 283,811 300,009 232,697 159,695 157,814
Property and equipment ! 108,256 107,768 80,776 58,351 51,281
Long-term debt 198,769 215,113 74,539 12,046 81,886
Shareholders’ equity 547,394 538,975 442,698 410,895 348,053
Gross revenue backlog @ 948,000 1,005,000 831,000 685,000 588,000
EBITDA © 182,412 166,429 123,448 113,052 78,002
Cash and cash equivalents 14,690 103,979 14,175 28,363 28,143
Earnings per share — basic 1.23 0.64 1.52 1.34 1.02
Earnings per share — diluted 1.22 0.63 1.50 1.31 0.99
Current ratio 1.44 1.60 1.39 1.66 1.78
Net debt to equity ratio 0.40 0.26 0.19 (0.03) 0.17
Weighted average number
of shares outstanding 45,544,688 45,584,612 45,577,261 45,068,266 39,840,234

Shares outstanding 45,716,820 45,448,123 45,698,143 45,201,785 44,626,262
Shares traded 40,881,633 57,354,858 34,463,255 24,864,000 17,211,000
TSX (In Canadian dollars)

High 30.85 40.10 39.31 25.84 20.20

Low ¥ 18.56 16.35 23.70 18.50 12.25

Close 30.40 30.15 38.89 25.25 19.88
NYSE ©) (in US dollars)

High 29.53 40.30 39.64 22.55 17.25

Low ¥ 14.19 12.70 20.10 16.33 14.70

Close 28.84 24.70 39.02 21.74 17.05

All references to common shares and per share amounts in this financial summary have been restated to reflect the two-for-one split approved on

May 4, 2006.

1 With the adoption of Section 3064, “Goodwill and Intangible Assets,” of the Canadian Institute of Chartered Accountants Handbook, we
retrospectively reclassified the net book value of certain software from “Property and Equipment” to “Intangible Assets.”

@ This is unaudited information.

1) EBITDA is calculated as income before income taxes less net interest expense, amortization of intangible assets, and depreciation of roperr)L and equipment.

“ High and low prices for the common shares on the Toronto Stock Exchange (TSX) and New York Stock Exchange (NYSE) during the 22 weeks ended December
31, 2009, shown above, were the intraday prices.

1 Stantec began trading on the NYSE on August 5, 2005.
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2009 Financial Highlights

We increased gross revenue by

12.4%

to $1.5 billion (2008, $1.4 billion)

We increased EBITDA by

Q.67%

to $182.4 million (2008, $166.4)

We generated

$100.0

million

in cash flows from operating activities
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Qur net income was

$90.9 million

(2008, $82.0 million)

and our diluted earnings per share were

.98

(2008, $1.78)

before goodwill impairment

Our balance sheet remained

solid in 2009

We completed two acquisitions, including

largest....
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Message to Shareholders

2009 was a year when the economy challenged businesses throughout North America. For private
and public firms, not-for-profit organizations, and government bodies alike, it impacted all aspects
of business operations. But while being tested by one of the toughest economies in our 56-year
history, Stantec achieved several important objectives.

Solid performance. Although our business declined internally as we addressed decreased
opportunities in some sectors, we achieved overall growth in revenue, income, and earnings and
celebrated our 56th year of uninterrupted profitability. Moreover, we ended the year with a strong
balance sheet with a sustainable level of debt, which gives us the flexibility to continue to grow
both organically and through acquisitions.

Effective integration. Even in a difficult business environment, we had the financial strength
to continue to pursue our growth plan. In 2009, we integrated over 1,700 new colleagues in

40 offices from our largest acquisition to date. It is a tribute to our staff and their commitment to
our “One Team” operating philosophy that we were able to achieve our integration goals quickly
and effectively.

Successful reorganization. In the midst of economic stress, we successfully reorganized our
structure, including transitioning to a new chief executive officer, chief financial officer, and chief
operating officer, all of whom were promoted internally. We also welcomed two new members

to our board of directors—David Emerson, a former member of Parliament for Canada, and Paul
Cellucci, a former US ambassador to Canada, governor of Massachusetts, and lieutenant governor

of Massachusetts.

Enhanced Client Relationships. In 2009, we made progress on our goal of working with
national and global clients on larger, long-term projects. For example, we obtained a global,
multiyear preferred supplier contract to provide environmental assessment and remediation services
to international energy corporation Chevron at sites throughout North America, South America,

the Asia-Pacific region, the Middle East, and Russia. In the United States, as part of a consortium
of four firms, we secured a five-year contract to assist the Federal Emergency Management
Agency with Risk MAP, a massive flood risk mapping and planning program designed to help

We achieved overall growth in revenue,
income, and earnings and celebrated our

56th year of uninterrupted protitability.



Our achievements in 2009 were
a festament fo the strength of our
business model.

make communities safer by providing more accurate flood and risk data to first responders and
community officials for use in mitigation activites. We were also chosen to lead a sevenfirm
team on a five-year US federal government contract to provide three-dimensional laser scanning
services to the U.S. General Services Administration, the government body that oversees the
construction and management of federal buildings throughout the United States. This nationwide
surveying program will cover 1,400 buildings and help the government manage its building
data more efficiently.

For our performance in 2009, and every year, we have our employees to thank. By working
together to manage our operations effectively and deliver high-quality, well-managed projects to
our clients, they not only execute our business plan but also give us a reputation for excellence.

Our achievements in 2009 were a testament to the strength of our business model, which enabled
us to adjust our service delivery to changing market demands. As we enter a new decade, we
believe that we remain well positioned to continue to expand our business to meet our clients’
needs and to take advantage of market opportunities in each of our practice areas. Our services
are essential to helping our clients improve the quality of life in communities throughout North
America and around the world, and we look forward to continuing to use our global expertise
and local strength to provide sustainable, integrated solutions.

On behalf of Stantec, thank you for your confidence in our strategic direction and for your
continued support.

Bob Gomes, P.Eng.
President & CEO
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MANAGEMENT’S DISCUSSION AND ANALYSIS
February 25, 2010

This discussion and analysis of Stantec Inc.’s operations, financial position and cash flows, dated February 25,
2010, should be read in conjunction with the Company’s 2009 audited consolidated financial statements and
related notes. Our 2009 audited consolidated financial statements are prepared in accordance with generally
accepted accounting principles (GAAP) in Canada, which differ in certain respects from GAAP in the United
States. Note 25 of our audited consolidated financial statements summarizes the principal differences between
Canadian GAAP and US GAAP that affect our financial statements. Unless otherwise indicated, all amounts
shown below are in Canadian dollars. Additional information regarding the Company, including our Annual
Information Form, is available on SEDAR at www.sedar.com. Such additional information is not incorporated by
reference and should not be deemed to be made part of this Management’s Discussion and Analysis.

CAUTION REGARDING FORWARD-LOOKING STATEMENTS

Our public communications often include written or verbal forward-looking statements within the meaning of the
U.S. Private Securities Litigation Reform Act and Canadian securities law. Forward-looking statements are
disclosures regarding possible events, conditions, or results of operations that are based on assumptions about
future economic conditions and courses of action and include future-oriented financial information.

Statements of this type are contained in this report, including the discussion of our goals in the Core Business
and Strategy section and of our annual and long-term targets and expectations for our practice areas in the
Results and Outlook sections, and may be contained in filings with securities regulators or in other
communications. Forward-looking statements may involve, but are not limited to, comments with respect to our
objectives for 2010 and beyond, our strategies or future actions, our targets, our expectations for our financial
condition or share price, or the results of or outlook for our operations.

We provide forward-looking information for our business (i.e., in relation to our 2020 international growth target
and our goals for each of our practice areas) in the Core Business and Strategy section as well as the Results
(under the Overall Performance, Gross and Net Revenue: 2009 versus 2008 and Liquidity and Capital Resources
subheadings) and Outlook sections of this report in order to describe management expectations and targets by
which we measure our success and to assist our shareholders in understanding our financial position as at and
for the periods ended on the dates presented in this report. Readers are cautioned that this information may not
be appropriate for other purposes.

By their nature, forward-looking statements require us to make assumptions and are subject to inherent risks and
uncertainties. There is a significant risk that predictions, forecasts, conclusions, projections, and other forward-
looking statements will not prove to be accurate. We caution readers of this report not to place undue reliance on
our forward-looking statements since a number of factors could cause actual future results, conditions, actions, or
events to differ materially from the targets, expectations, estimates, or intentions expressed in these forward-
looking statements.

Future outcomes relating to forward-looking statements may be influenced by many factors, including, but not
limited to, the following material risks, each of which is further described in the Risk Factors section of this report.

e  Economic downturns could have a negative impact on our business since our clients may curtail
investment in infrastructure projects or may experience difficulty in paying for services performed.

e The professional consulting services industry is highly competitive, which could have a negative impact
on our profit margins and market share.

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2009
STANTEC INC.
M-1



e The nature of our business exposes us to potential liability claims and contract disputes, which may
reduce our profits.

e Our backlog is subject to unexpected adjustments and cancellations and is, therefore, an uncertain
indicator of our future earnings.

e Changing markets may offer opportunities to provide services through alternate models. Failure to
respond to these market demands may result in lost revenues.

o We derive significant revenue from contracts with government agencies. Any disruption in government
funding or in our relationship with those agencies could adversely affect our business.

e Interruption to our systems and network infrastructure could adversely impact our ability to operate.

e We bear the risk of cost overruns in a significant number of our contracts. We may experience reduced
profits or, in some cases, losses under these contracts if costs increase above our estimates.

e Uncertainties associated with an acquisition may cause a loss of employees.

e We may be unsuccessful in our goal to increase the size and profitability of our operations, which could
lead to a reduction in our market share and competitiveness as our industry consolidates.

e We may experience difficulties in integrating an acquired entity’s business into our existing operations
and so may not realize the anticipated benefits of the acquisition.

e To attain our goal of increasing the size and profitability of our operations, we may pursue and invest in
business opportunities outside North America. Unfamiliarity with markets and political environments may
impair our ability to increase our international revenues.

e  Goodwill and intangible assets acquired from our acquisitions represent substantial portions of our total
assets. If our acquired businesses do not perform as expected, we may be required to write down the
value of our goodwill and intangible assets, which could have a material adverse effect on our earnings.

e  One of our primary competitive advantages is our reputation. If our reputation is damaged due to client
dissatisfaction, our ability to win additional business may be materially damaged.

e  Our employees may face environmental, health, and safety risks and hazards in the workplace resulting
in injury or lost time.

Assumptions

In determining our forward-looking statements, we consider material factors including assumptions about the
performance of the Canadian and US economies in 2010 and its effect on our business. The assumptions we
made in determining the outlook for each of our practice areas, our annual targets, and our outlook for 2010 are
listed in the Outlook section of this report.

The preceding list of factors is not exhaustive. Investors and the public should carefully consider these factors,
other uncertainties, and potential events as well as the inherent uncertainty of forward-looking statements when
relying on these statements to make decisions with respect to our Company. The forward-looking statements
contained herein represent our expectations as of February 25, 2010, and, accordingly, are subject to change
after such date. Except as may be required by law, we do not undertake to update any forward-looking statement,
whether written or verbal, that may be made from time to time. In the case of the ranges of expected performance
for fiscal 2010, it is our current practice to evaluate and, where we deem appropriate, provide updates. However,
subject to legal requirements, we may change this practice at any time at our sole discretion.

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2009
STANTEC INC.
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EXECUTIVE SUMMARY

Core Business and Strategy

Our Company provides professional consulting services in planning, engineering, architecture, interior
design, landscape architecture, surveying and geomatics, project management, environmental sciences, and
project economics for infrastructure and facilities projects throughout North America.

Our goal is to become and remain a top 10 global design and consulting services firm, and our focus is to
provide professional services in the infrastructure and facilities market principally on a fee-for-service basis.

Key Performance Drivers and Capabilities

Our performance depends on our ability to attract and retain qualified people; align our leadership activities
with our financial and strategic goals; expand our work with top clients; make the most of market
opportunities; finance our growth; find, acquire, and integrate firms and/or new employees into our
operations; and achieve top-three market penetration in the geographic areas we serve.

Results

Ability to adapt to challenging economic conditions. Despite the challenging economic environment and
competitive landscape, 2009 was a year in which we continued to show strength in our operations and
financial performance, demonstrating our ability to adapt our business model to changing markets.

Continued profitability. In 2009, we achieved a 12.4% increase in gross revenue, a 10.0% increase in net
revenue, and a 9.6% increase in earnings before interest expense, income taxes, depreciation, and
amortization (EBITDA) compared to 2008. Our net income for 2009 was $55.9 million compared to $29.0
million in 2008. Diluted earnings per share for 2009 were $1.22 compared to $0.63 in 2008.

Growth through acquisition. In January 2009, we completed our largest acquisition to date with the
addition of Jacques Whitford Group Ltd. and Jacques Whitford Global Group Limited (Jacques Whitford),
which brought over 1,700 employees and 40 offices to our operations and strengthened our service
capabilities in geotechnical engineering, air quality evaluation, and environmental and geoscientific
assessment. In November 2009, we acquired Granary Associates, Inc. (Granary) with offices in Philadelphia,
Pennsylvania, and New York, New York. The addition of this firm strengthened our expertise in project
management, planning, architecture, and interior design, especially in the health care industry.

Strong balance sheet and liquidity. Our balance sheet remains solid, and in 2009, we generated strong
cash flows from operations, which were used to reduce our long-term bank debt levels. At December 31,
2009, $163.4 million (2008 — $104.9 million) of our $300 million credit facility was available for future
acquisitions, working capital needs, capital expenditures, and general corporate purposes.

Outlook

We believe that our overall outlook for 2010 is stable compared to the last half of 2009, with moderate growth
beginning in the second half of 2010 in regions and practice areas where we are a top-tier service provider.
The outlook for each practice area in 2010 ranges from stable to moderate growth for Buildings,
Environment, Transportation, and Industrial and flat for Urban Land.

Risk

Various factors could cause our actual results to differ materially from those projected in our forward- looking
statements and are described in the Risk Factors section of this report. Although the difficult economic
environment of the past year appears to be slowly improving, related pressures, such as increased
competition, margin compressions, and project delays, are not expected to subside immediately. These

MANAGEMENT'S DISCUSSION AND ANALYSIS
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pressures and uncertainties related to economic recovery, volatility in the Canadian/US exchange rate, and
government funding may impact our outlook for 2010.

CORE BUSINESS AND STRATEGY

Our Company provides professional consulting services in planning, engineering, architecture, interior design,
landscape architecture, surveying and geomatics, project management, environmental sciences, and project
economics for infrastructure and facilities projects. By integrating our expertise in these areas across North
America and the Caribbean, we are able to work as “One Team” providing our clients with a vast number of
project solutions. This integrated approach also enables us to execute our “Global Expertise. Local Strength.”
operating philosophy. We support the services we deliver through local offices with the knowledge and skills of
our entire organization. Through multidiscipline service delivery, we also support clients throughout the project life
cycle—from the initial conceptual planning to project completion and beyond.

Our goal is to become and remain a top 10 global design and consulting services firm, and our focus is to provide
professional services in the infrastructure and facilities market principally on a fee-for-service basis while
participating in various models of alternative project delivery. In 2009, we developed a new 10-year strategic plan
for achieving our objective. From 2010 to 2020, we intend to continue to increase the depth and breadth of our
services. We are confident that we can do so because we have built a solid foundation—made up of a robust
business strategy, workforce, organizational structure, and systems—to take us into the future. We will remain
focused on servicing the North American market while gradually increasing our geographic reach outside North
America in markets that are best suited and receptive to our services as these services evolve and mature.
Currently, international work accounts for 2% of our business. By 2020, we aim to generate up to 20% of our
revenue from our international work, most likely by expanding to the United Kingdom, Europe, and Australia. We
plan to grow organically by focusing on cross-selling our existing services to our biggest clients and to new
national and global clients. Providing more services to our large clients will strengthen our integrated, “One Team”
approach.

Our strategy for achieving our goals is based on mitigating risk by

+ Diversifying our operations through a focused, three-dimensional business model

e  Serving many clients on many projects

e Taking on little or no construction risk

e Positioning ourselves among the top-three service providers in our geographic regions and practice
areas

e Managing our assets and operating effectively

Our focused, three-dimensional business model allows us to manage risk while continuing to increase our
revenue and earnings. The model is based on

o Diversifying our operations across several geographic regions

e  Specializing in distinct but complementary practice areas

e Providing services in all five phases of the infrastructure and facilities project life cycle (planning, design,
construction, maintenance, and decommissioning)

Because of the diversity of our model, we are generally able to adapt to changes in market conditions, such as
the current economic slowdown, by offsetting decreased demand for services in one practice area with increased
demand for services in another practice area.

MANAGEMENT'S DISCUSSION AND ANALYSIS
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Through our “One Team” approach to our business and service delivery, we have one reportable GAAP
segment—Consulting Services—which is an aggregate of our operating segments. Our operating segments are
based on our regional geographic areas, and our chief operating decision maker (chief executive officer)
assesses our Company'’s performance based on financial information available from these geographic areas. In
addition, we have practice areas that provide strategic direction, mentoring, and technical support to our
operations across our geographic regions.

The following discussion outlines the three main components of our business model.

Geographic Diversification

Currently, we operate in four main geographic regions in North America—Canada East, Canada West, US East,
and US West. We also have a small presence in the Caribbean and a project presence in several international
locations. Our goal is to position ourselves among the top three service providers in each of our regions. Based
on our services mix, this generally means achieving a market penetration of 100 employees or $10 million in
revenue per 1 million in population. We realize this objective in our existing regions primarily by adding services
through organic growth and strategic hiring supplemented by acquisitions. We achieve our target in new regions
principally by acquiring and integrating firms that complement our organization supplemented by organic growth
and strategic hiring.

Practice Area Specialization

Currently, we provide services in five specialized practice area groupings—Buildings, Environment, Industrial,
Transportation, and Urban Land. Focusing on this combination of project services helps differentiate us from our
competitors, allowing us to enhance our presence in new geographic regions and markets and to establish and
maintain long-term client relationships. Our strategy for strengthening this element of our business model is to
expand the depth of our expertise in our current practice areas and to selectively add complementary new
practice areas to our operations.

Buildings. We provide architectural and engineering design and consulting services through two specialist
practice areas—1) Architecture and 2) Buildings Engineering—to both private and public sector clients in a wide
range of building types and market sectors across North America and internationally. Our primary focus is the
design of health care, education, sports and recreation, airport, and retail and commercial buildings from
preconception to postcompletion. Our core services include project and program definition, facilities planning,
architectural design, interior design, and structural, mechanical, electrical, and acoustical engineering for both
new construction and existing buildings. For existing buildings, we offer expertise in performance engineering,
building operating systems (including analysis of exterior envelope, air quality, lighting, and energy efficiency),
and ongoing tenant improvements. Over the past few years, our Buildings practice area has also established an
industry-wide reputation for leadership in sustainable and integrated design.

In 2009, we expanded our Buildings practice area through the addition of Granary, a firm that provides project
management, planning, architecture, and interior design services to the health care sector through offices in the
United States. Going forward, our focus in 2010 and over the next five years will be to develop a significant
presence for this practice area in the United States through acquisitions while growing organically in Canada. By
2020, we expect our Buildings practice to be among the top three design and consulting practices in North
America.

Environment. We provide solutions for water supply and wastewater disposal for communities and industry,
planning and permitting infrastructure projects, ecosystem restorations, and soil-structure interaction evaluations
through four specialist practice areas: 1) Environmental Infrastructure, 2) Environmental Management, 3)
Environmental Remediation, and 4) Geotechnical Engineering. Our core services in these areas include water
supply, treatment, storage, and distribution; wastewater collection, pumping, treatment, and disposal; watershed
management; environmental assessment, documentation, and permitting; ecosystem restoration planning and
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design; environmental site management and remediation; subsurface investigation and characterization; and
geotechnical engineering.

In 2009, we expanded our Environment practice area through the addition of Jacques Whitford. This acquisition,
our largest to date with 40 offices mainly located in Canada, enhanced our capabilities in environmental
assessment, documentation and permitting; environmental site management and remediation; and geotechnical
engineering.

In 2010 and over the next five years, we will focus on strengthening our Environment practice area by continuing
to expand its profile and market share throughout North America, primarily in the water and energy sectors. By
2020, we expect to be a top-tier firm in the water sector in North America with a significant indigenous presence in
western Europe and the South Asia/Pacific region. In the energy sector, we aim to be a leading global firm in the
environmental review, permitting, and licensing markets and a top-tier provider of liability management services to
leading energy firms worldwide.

Industrial. We provide consulting and design services to private, public, and government clients through five
specialist practice areas: 1) Manufacturing, 2) Power, 3) Resources, 4) Bio/Pharmaceuticals, and 5) Program &
Project Management. Our core offerings include planning, engineering, project management, and oversight in
market sectors such as oil and gas, renewable energy, mining, linear infrastructure, power transmission and
distribution, automotive, forest products, food and beverage, and general manufacturing. We also provide
specialty services in strategic management and in the management of multibillion-dollar client programs. Our
services span the life cycle of projects from inception to decommissioning.

In 2009, our Industrial practice area grew compared to 2008 as a result of the acquisition of McIntosh Engineering
Holdings Corporation (MclIntosh), which we completed in the latter half of 2008. In 2010, we will focus on building
the practice area organically and through acquisitions in strategic sectors in the United States and Canada. Over
the next five years, we expect to complete several acquisitions that complement our existing practice areas in
order to become a top 10 service provider in Canada and to generate a portion of our Industrial revenues
internationally. Our goal for 2020 is to develop several of our Industrial practices into top 10 service providers in
North America and to earn up to 20% of our Industrial revenues internationally.

Transportation. We offer solutions for the safe and efficient movement of people and goods, primarily to public
sector clients, through one practice area focusing on the transportation sector. Our core services include project
management, planning, engineering, construction administration, and infrastructure management related to the
transportation sector. We prepare transportation master plans for communities; conduct transportation investment
studies; plan and design airport, transit, rail, and highway facilities; provide administration and support services
for the construction of specific projects; and provide ongoing management planning for the safe and efficient
upkeep of transportation facilities. Our broad range of expertise is illustrated by our ability to 1) provide
specialized services such as state-of-the-art simulation modeling, 2) evaluate the effectiveness of alternative
transportation demand and supply management techniques, 3) prepare investment grade revenue studies for
funding transportation projects, 4) provide public consultation and environmental assessment skills to build broad
public support for infrastructure plans, and 5) design and implement integrated infrastructure/asset management
systems for all types of transportation infrastructure.

In 2009, the Transportation practice area grew compared to 2008 through strategic hiring in our existing
geographic locations. Our focus for this practice in 2010 is to grow through acquisitions, particularly in the US
Southeast, California, Texas, Ontario, and British Columbia, and to grow primarily organically in the transit sector.
Over the next five years, we expect this practice area to move from a top 20 position to a top 10 position in North
America. For 2020, our goal is to have a top five Transit practice, viable Aviation and Bridge practices, and a well-
diversified Roadways practice that is capable of competing for the largest and most complex projects in most
major urban areas across North America.
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Urban Land. We provide planning, landscape architecture, surveying, engineering, and project management
solutions, principally for the land development, real estate, and retail and commercial industries, through four
specialist practice areas: 1) Commercial Program Development, 2) Planning & Landscape Architecture, 3) Urban
Land Engineering, and 4) Surveys/Geomatics. Our core services include, or relate to, the development of
conceptual and master plans, development approvals and entitlement, infrastructure design, transportation
planning, traffic engineering, landscape architecture, construction review, and a wide variety of surveying and
geomatics services to support the land development industry and other practice areas.

In 2009, we continued to diversify the services we provide for nonresidential development sectors and to adapt to
changes in the North American housing market. Going forward, we are positioning ourselves to serve a
rebounding housing market in North America in 2010 and beyond. Over the next five and 10 years, we also aim to
be a North American leader in providing geospatial services (geographic information systems, scanning, survey
geodetics, and remote sensing), multidisciplinary commercial program development services, and integrated
planning and urban design services.

Life Cycle Solutions

The third element of our business model is the provision of professional services in all five phases of the project
life cycle—planning, design, construction, maintenance, and decommissioning. This inclusive approach enables
us to deliver services during periods of strong new capital project activity (i.e., design and construction) as well as
periods of lower new capital project expenditures (i.e., maintenance and rehabilitation). Beginning with the
planning and design stages, we provide conceptual and detailed design services, conduct feasibility studies, and
prepare plans and specifications. During the construction phase, we generally act as the owners’ representative,
providing project management, surveying, and resident engineering services. We focus principally on fee-for-
service work and generally do not act as the contractor or take on construction risk. Following project completion,
during the maintenance phase, we provide ongoing professional services for maintenance and rehabilitation
projects in areas such as facilities and infrastructure management, facilities operations, and performance
engineering. Finally, in the decommissioning phase, we provide solutions and recommendations for taking
facilities out of active service.

Going forward, our strategy is to continue to expand the scope of services we provide in the initial planning stages
and during maintenance, allowing us to establish longer-term relationships with clients throughout the project life
cycle. Our three-dimensional business model allows us to provide services to many clients and for many projects,
ensuring that we do not rely on a few large projects for our revenue and that no single client or project accounts
for more than 5% of our business.

KEY PERFORMANCE DRIVERS AND CAPABILITIES

Our performance depends on our ability to attract and retain qualified people; align our leadership activities with
our financial and strategic goals; work with top clients; make the most of market opportunities; finance our growth;
find, acquire, and integrate firms and/or new employees into our operations; and achieve top-three market
penetration in the geographic areas we serve. Based on our success with these drivers, we believe that we are
well positioned to continue to be one of the principal providers of professional design and consulting services in
our geographic regions.

People

Our most important performance driver is our people. Employees create the project solutions we deliver to clients.
Consequently, to achieve our goal of becoming and remaining a top 10 global design firm, we must grow our
workforce through a combination of internal hiring and acquisitions. We measure our success in this area by total
staff numbers. In 2009, our employee numbers increased to approximately 9,300 from 8,700 in 2008. As at
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December 31, 2009, our workforce was made up of about 5,100 professionals, 2,800 technical staff, and 1,400
support personnel.

To attract and retain qualified staff, we offer opportunities to be part of “One Team” working on challenging
multidiscipline projects with some of the most talented people in our industry. We are continually strengthening
and supporting our people-oriented, “One Team” culture. In 2009, we completed a number of activities, including
updating our Career Development Center to include more tools and assessment resources. The Career
Development Center is the online source for all our learning, coaching and mentoring, and professional and
career development resources. During the year, we continued to roll out the leadership development program we
launched in 2008 to leaders throughout our regions, updated and enhanced the content and exams in our project
management learning series, and enhanced our methods for measuring the impact of our training programs to
better determine the return on our investment. We also invested in our staff by focusing on health and safety
initiatives, including education and training in risk and hazard identification. We will continue to update and
improve our learning, career development, and health and safety programs in response to our staff’'s needs.

To measure our success in attracting and retaining staff, we use tools such as employee engagement surveys,
ongoing requests for feedback, and exit interviews. The results of these performance metrics help us develop
programs and initiatives for improving and maintaining staff engagement. We also track turnover rates for our
staff through our business information system.

Our diversified portfolio approach to business, operating in different regions and practice areas, and our “One
Team” philosophy, using and sharing the best available staff resources across the Company, generally enable us
to redeploy a portion of our workforce when faced with changes in local, regional, or national economies or
practice area demand. Although there will always be some areas where it will be difficult to find appropriate staff
during certain periods, as we increase in size we become better able to address these issues by using staff from
other parts of the Company either through temporary relocation or work sharing. We are continually improving our
ability to work on projects from multiple locations through standardized practices and systems, project
collaboration, and Web-based technology.

Leadership

Our ability to align the activities of our senior managers with our short- and long-term financial and strategic goals
is also an important driver for our success. To this end, in addition to fixed salaries, we provide, on a discretionary
basis, short- and long-term compensation designed to reward our senior managers (including our chief financial
and chief operating officers, regional operating unit leaders, and practice area unit leaders) for their individual and
corporate contributions to meeting our objectives. The short-term compensation is an annual cash bonus. The
total amount available in the annual employee bonus pool is calculated as a percentage of our annual net income,
which we believe directly ties the interests of our bonus-eligible employees, including our senior managers, to our
financial performance. In determining the awards each year, we balance the managers’ overall contributions to
our profitability Company wide with the performance of their individual business unit, an approach that, in our
view, creates a sense of shared responsibility for achieving outstanding business results and meeting our clients’
needs. As long-term compensation, we have an employee share option plan. Key staff may be given options to
purchase shares, which further aligns their interests with those of our shareholders and encourages them to stay
employed with us over the long term. In making the decision to award options to an individual, our chief executive
officer (CEQO) and Corporate Governance and Compensation Committee consider the individual's ability to
contribute to our long-term success, along with other factors.

Similarly, our CEQ’s compensation package, which is governed by the terms of his employment agreement,
includes a base salary; an annual bonus calculated as a percentage of our pretax, prebonus income; and a
prescribed allotment of deferred share units. We require our CEO, senior vice presidents, chief operating officer
(COO0), and chief financial officer (CFO) to own a minimum number of shares, representing a specific percentage
of their base salary, in the Company. We believe that deferred share units and minimum ownership requirements
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represent incentives for our CEO to achieve a minimum growth rate in our share price, thereby aligning his
compensation with the interests of shareholders.

Since the results of our operations are dependent on the abilities and efforts of the members of our senior
management team and other key personnel, our Corporate Governance and Compensation Committee and
senior managers regularly review our succession planning measures for management. In 2009, we implemented
our succession plan for key members of our leadership team, including the CEO, CFO, and COO, who all had
years of experience with the Company and were promoted internally.

Clients

Another essential performance driver is our ability to attract and retain top clients. For us, the best clients are
those with whom we have long-term relationships and for whom we provide multiple services and complete large
and innovative projects. Currently, approximately 70% of our business comes through repeat clients, and our
largest 10 clients account for approximately 10% of our revenue. Our goal is to expand the number of top clients
we serve through an account management program designed to increase organic growth by building on
relationships with existing clients.

Acquisition Opportunities and Integration

The North American market gives us many opportunities to build toward our goal of becoming and remaining a
top 10 global design firm. We believe that such growth is necessary in order to enhance the depth of our
expertise, broaden our services, increase our shareholder value, provide more opportunities for our employees,
and lever our information technology systems. Our strategy for achieving our goal is to combine internal growth
with the acquisition of firms that believe in our vision and want to be part of our dynamic Company. In 2009, we
completed two acquisitions, including our largest to date. These additions strengthened our capabilities in our
Buildings and Environment practice areas, increased our presence in Canada and the eastern United States, and
expanded our ability to support the energy sector. We are confident that we can continue to take advantage of
acquisition opportunities because we operate in an industry sector that includes more than 100,000 firms, most of
which are small. According to Engineering News-Record magazine, the largest 500 engineering and architecture
companies headquartered in the United States—our principal competitors—generate approximately US$90 billion
in annual fees, 20% of which they earn internationally. Currently, we have approximately a 2% share of this
market.

The integration of acquired firms begins immediately following the acquisition closing date and generally takes
between six months and two years to complete. It involves the implementation of our Company-wide information
technology and financial management systems as well as provision of support services from our corporate and
regional offices. This approach allows our new staff to focus on their primary responsibility of continuing to serve
clients with minimal interruption while taking advantage of our systems and expertise.

Our acquisition and integration program is managed by a dedicated acquisition team that supports, or is
responsible for, the tasks of identifying and valuing acquisition candidates, undertaking and coordinating due
diligence, negotiating and closing transactions, and integrating employees and systems following an acquisition.
This team is complemented and enhanced by other operational staff as appropriate. We measure our success in
integrating acquired employees through a postintegration survey and use the survey results to address specific
issues and improve future integration activities.

Financing

Our success also depends on our continuing ability to finance our growth plan. Adequate financing gives us the
flexibility to acquire firms that are appropriate to our vision and complement our business model. Since we
became publicly traded on the Toronto Stock Exchange (TSX) in 1994, we have increased our gross revenue at a
compound annual rate of 20.8%. To fund such growth, we require cash generated from both internal and external
sources. Historically, we have completed acquisitions using mostly cash and notes while at opportune times

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2009
STANTEC INC.
M-9



raising additional equity to replenish our cash reserves, pay down debt, or strengthen our balance sheet. To date,
we have issued additional shares for these purposes on four occasions—in 1997, 2000, 2002, and 2005.
Currently, we have a revolving credit facility, due on August 31, 2011, that provides us with a line of credit of $300
million, of which $163.4 million was available as at December 31, 2009, for future activities.

Market Penetration

Also key to our success is achieving a certain level of market penetration in the geographic areas we serve. Our
target is to be among the top three service providers in each of our geographic regions and practice areas. With
this level of market presence, we are less likely to be affected by downturns in regional economies. Top-three
positioning also gives us increased opportunities to work for the best clients, obtain the best projects, and attract
and retain the best employees in a region and is important for building or maintaining the critical mass of staff
needed to generate consistent performance and to support regional company infrastructure.

RESULTS
Overall Performance

Highlights for 2009
(In millions of Canadian dollars,

except per share amounts) 2009 2008 $Change % Change
Gross revenue 1,519.9 1,352.0 167.9 12.4%
Net income 55.9 29.0 26.9 92.8%
Earnings per share — basic 1.23 0.64 0.59 92.2%
Earnings per share — diluted 1.22 0.63 0.59 93.7%
EBITDA (note 1) 182.4 166.4 16.0 9.6%
Cash flows from operating activities 100.0 160.0 (60.0) n/m
Cash flows used in investing activities (103.2) (127.7) 24.5 n/m
Cash flows from (used in) financing activities (84.1) 53.8 (137.9) n/m

n/m = not meaningful

note 1: EBITDA is calculated as income before income taxes less net interest expense, amortization of intangible assets, and
depreciation of property and equipment as further discussed in the Definition of Non-GAAP Measures in the Critical Accounting Estimates,
Developments, and Measures section of this report.

Gross Revenue Net Income Diluted EPS
millions (C$) millions (C$)
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- $
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O Net Income before goodwill impairment (a 0 Diluted EPS before goodwill impairment
non-GAAP measure) (anon-GAAP measure)
| Net Income | Diluted EPS

The following highlights our major financial achievements and strategic activities in 2009, as well as other factors
that contributed to our financial performance and overall financial condition:

e Continued profitability and growth. In 2009, we achieved a 12.4% increase in gross revenue, a 10.0%
increase in net revenue, and a 9.6% increase in EBITDA (the terms net revenue and EBITDA are defined in
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the Definition of Non-GAAP Measures in the Critical Accounting Estimates, Developments, and Measures
section of this report) compared to 2008.

During the year, we conducted our annual goodwill impairment test. Due to fluctuations in the market and
uncertainties arising from overall economic conditions, we recorded a $35.0 million impairment to goodwill.
This impairment charge decreased our diluted earnings per share by $0.76. The goodwill charge is non-cash
in nature and does not affect our liquidity, cash flows from operating activities, or debt covenants and will not
impact our future operations. Excluding the impact of this goodwill impairment, our financial results for the
year reached record levels. Our net income would have been $90.9 million, and our diluted earnings per
share would have been $1.98 for the year.

Including the impact of the goodwill impairment charge, our net income for 2009 was $55.9 million compared
to $29.0 million in 2008 and $69.3 million in 2007. Our diluted earnings per share for 2009 were $1.22
compared to $0.63 in 2008 and $1.50 in 2007. Our net income increased year over year due to an increase
in our gross margin percentages (the term gross margin is defined in the Definition of Non-GAAP Measures
in the Critical Accounting Estimates, Developments, and Measures section of this report) from 55.7% to
56.3% and a $3.5 million increase in income from associated companies mainly due to the Jacques Whitford
acquisition. This increase in net income was offset by a slight increase in our administrative and marketing
expenses as a percentage of net revenue from 41.3% to 41.8% and a $3.9 million increase in interest
expense.

Ability to adapt to challenging economic conditions. Our operating results were strong compared to
2008, demonstrating our ability to adapt our business model to changing market conditions throughout North
America. However, continued weakness in the residential market contributed to decreased revenue in our
Urban Land practice area in 2009 compared to 2008. This decrease was offset by an increase in revenue in
our Environment, Industrial, and Transportation practice areas.

Despite the economic slowdown in North America, we believe that we are well positioned to maintain our
business and take advantage of market opportunities in 2010 for a number of reasons:

e The diversification of our operations across geographic regions, practice areas, and all phases of the
infrastructure and facilities project life cycle as well as our mixture of private and public sector projects
give us the flexibility to timely adapt to changing market conditions.

¢ We have a strong leadership team that emphasizes a client-centered culture, asset management, and
operational effectiveness. We continue to monitor our short-term backlog and match staff levels to the
work available.

e We have a dedicated team of employees who have shown commitment to excellence in project design
and management, as well as in controlling costs and pursuing efficiency in our operations.

e We have a strong balance sheet and continue to generate sufficient cash flows to meet our operating
needs and fund future growth.

Growth through acquisitions. Acquisitions completed in 2008 and 2009 contributed $275.7 million to the
change in our gross revenue from 2008 to 2009. We completed two acquisitions in 2009.

Strong balance sheet. Our balance sheet remains solid. In 2009, we generated sufficient cash flows to
reduce our long-term bank debt levels. At December 31, 2009, $163.4 million (2008 — $104.9 million) of our
$300 million credit facility was available for future acquisitions, working capital needs, capital expenditures,
and general corporate purposes.
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e Leadership succession. During 2009, we seamlessly implemented our succession plan for several key
leaders. Effective May 14, 2009, Robert (Bob) Gomes succeeded Tony Franceschini, who assumed a role on
our board of directors, as the CEO of our Company. Bob graduated from the University of Alberta with a
degree in civil engineering and has held various leadership roles in his over 20 years with Stantec, including
those of vice president of Alberta North and senior vice president of the Industrial practice area. At the
beginning of the year, Dan Lefaivre assumed the role of CFO. A certified management accountant, Dan
joined Stantec in 1990 and has played an integral role in numerous acquisitions, conversion activities,
financing activities, and the integration of business systems. In addition, during 2009, Paul Cellucci, David
Emerson, and Bob Gomes were elected as new directors of our board as one board member retired in the
year.

Effective January 1, 2010, Rich Allen, the senior vice president of our US East region, assumed the role of
COO from Mark Jackson, who retired from Stantec at the end of 2009. Rich has bachelor and master’s
degrees in civil engineering and received his juris doctor from the Franklin Pierce Law Center in 1985. Rich
joined Stantec in 2006 with the acquisition of Dufresne-Henry, Inc., where he served as president and CEO.

Results Compared to 2009 Targets
In our 2008 Management's Discussion and Analysis, we established various ranges of expected performance for
2009. The following table presents the results we achieved in 2009:

Results before

Results Goodwill
Measure Expected Range Achieved Impairment
Gross margin as % of net revenue Between 54 and 56% 56.3% v 56.3% v
Administrative and marketing expenses Between 41 and 43.5% 41.8% vV 41.8% v
as % of net revenue
Net income as % of net revenue At or above 6% 45% x 7.3% v
Effective income tax rate Between 29 and 31% 39.0% x 28.2% v
Return on equity (note 1) At or above 14% 10.1% x 14.7% v
Net debt to equity ratio (note 2) At or below 0.5t0 1 0.40 Vv 0.35 v

note 1: Return on equity is calculated as net income for the year divided by average shareholders’ equity over each of the last four quarters as
further discussed in the Definition of Non-GAAP Measures in the Critical Accounting Estimates, Developments, and Measures section of this
report.

note 2: Net debt to equity ratio is calculated as long-term debt plus current portion of long-term debt less cash and cash held in escrow, all divided
by shareholders’ equity as further discussed in the Definition of Non-GAAP Measures in the Critical Accounting Estimates, Developments, and
Measures section of this report.

v"Met or performed better than target

X Did not meet target

In 2009, we met our targets for all items except net income as a percentage of net revenue, effective income tax
rate, and return on equity. Excluding the impact of the goodwill impairment charge, we met or performed better
than all our targets. The goodwill impairment charge is explained in the Goodwill and Intangible Assets section
below.

Acquisitions

Total consideration for acquisition activity was $144.8 million in 2009 and $122.9 million in 2008. In 2009, we
completed the following acquisitions:

e OnJanuary 2, 2009, we acquired the shares and businesses of Jacques Whitford, which added
approximately 1,700 staff to our Company. The acquisition of this firm increased our presence in Canada
and the eastern United States, enhanced our geotechnical engineering capabilities, and increased our
ability to provide environmental assessments and permitting services, especially for the energy sector.
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e On November 6, 2009, we acquired the assets of Granary, which brought approximately 100 staff to our
Company. The acquisition of this firm added considerable depth to our service offerings in the health
care sector. Granary provides project management, architecture, and interior design services.

In Q1 09, we completed the integration of Sll Holdings, Inc. (Secor). Also during the year, we successfully
integrated the systems of Jacques Whitford. We expect to integrate Granary’s systems by the end of Q1 10.

Selected Annual Information

We have demonstrated strong, sustainable financial growth in the last three years as highlighted in the trending of
the annual information below:

(In millions of Canadian dollars,

except per share and share amounts) 2009 2008 2007
Gross revenue (note 1) 1,519.9 1,352.0 954.6
Net income (note 2) 55.9 29.0 69.3
Earnings per share — basic (note 2) 1.23 0.64 1.52
Earnings per share — diluted (note 2) 1.22 0.63 1.50
Cash dividends declared per common share Nil Nil Nil
Total assets 1,123.5 1,144.9 813.6
Total long-term debt 234.2 249.2 96.1
Outstanding common shares — as at December 31 45,716,820 45,448,123 45,698,143
Outstanding common shares — as at February 25, 2010 45,733,820

Outstanding share options — as at December 31 1,752,298 2,061,828 1,751,022
Outstanding share options — as at February 25, 2010 1,731,965

note 1: The term gross revenue is defined in the Definition of Non-GAAP Measures in the Critical Accounting Estimates, Developments, and
Measures section of this Management’s Discussion and Analysis.

note2: Net income, basic earnings per share, and diluted earnings per share would have been $90.9 million, $2.00, and $1.98, respectively,
without the $35 million goodwill impairment charge in 2009, and $82.0 million, $1.80, and $1.78, respectively, without the $53 million goodwill
impairment charge in 2008.

The two acquisitions completed in 2009, the five completed in 2008, and the 11 completed in 2007 contributed to
our year-over-year growth in gross revenue, net income, and basic and diluted earnings per share.

Balance Sheet. Our total assets decreased by $21.3 million from 2008 to 2009. This decrease was primarily due
to a decrease of $89.3 million in cash and cash equivalents and of $7.4 million in restricted cash. On December
31, 2008, cash and cash equivalents included cash advanced from our credit facility and held for the Jacques
Whitford acquisition closing. The cash was paid to the vendors on the completion of the transaction on January 2,
2009. These decreases in cash were partially offset by a $17.2 million increase in accounts receivable and in
costs and estimated earnings in excess of billings, a $22.0 million increase in goodwill, an $11.5 million increase
in intangible assets, and a $13.0 million increase in other assets. Our goodwill, accounts receivable, costs and
estimated earnings in excess of billings, intangible assets, and investments in associated companies increased
primarily as a result of growth from acquisitions during 2009, offset by a $35.0 million goodwill impairment charge
recorded in the third quarter. Other assets increased mainly because of an increase in investments held for self-
insured liabilities. The carrying value of the assets and liabilities of our US subsidiaries on our consolidated
balance sheets was negatively impacted by the strengthening of the Canadian dollar from US$0.82 at December
31, 2008, to US$0.95 at December 31, 2009.

Our total assets increased by $331.3 million from 2007 to 2008. This increase was primarily due to a $113.9
million increase in goodwill, a $61.1 million increase in accounts receivable and in costs and estimated earnings
in excess of billings, a $27.0 million increase in property and equipment, and a $13.0 million increase in intangible
assets. These items increased as a result of internal growth and growth from acquisitions during 2008. Our cash
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and cash equivalents increased by $89.8 million from 2007, mainly due to the cash we borrowed to facilitate the
Jacques Whitford acquisition as explained above. The increase in goodwill would have been higher if not for a
$53.0 million goodwill impairment charge recorded in 2008.

Our total liabilities decreased by $29.9 million from 2008 to 2009 primarily due to a $57.9 million decrease in our
revolving credit facility from $192.5 million to $134.6 million at December 31, 2009. Accounts payable and
accrued liabilities decreased by $22.2 million from 2008 to 2009 primarily due to the timing of payroll at year-end.
In addition, taxes payable decreased by $9.9 million due to greater tax installments made in 2009 compared to
2008. These decreases were offset by a $35.9 million increase in other notes payable primarily due to the notes
payable issued for the Jacques Whitford acquisition. Our total liabilities also decreased due to the strengthening
of the Canadian dollar from December 31, 2008, as explained above.

Our total liabilities increased by $235.0 million from 2007 to 2008 primarily due to a $140.4 million increase in our
revolving credit facility from $52.1 million to $192.5 million at December 31, 2008, to finance the acquisitions
completed in 2008 and to facilitate the acquisition of Jacques Whitford on January 2, 2009. Our accounts payable
and accrued liabilities also increased by $43.2 million from 2007 to 2008 due to internal growth and growth
through acquisitions during 2008.

Results of Operations

Our Company operates in one reportable segment—Consulting Services. We provide knowledge-based solutions
for infrastructure and facilities projects through value-added professional services principally under fee-for-service
agreements with clients.

The following table summarizes our key operating results on a percentage of net revenue basis and the
percentage increase in the dollar amount of these results from year to year:
Percentage Increase

Percentage of Net Revenue (Decrease) without Goodwill
with Goodwill Impairment Impairment*
2009 2008 2007 2009 vs. 2008 2008 vs. 2007
Gross revenue 122.3% 119.6% 114.9% 12.4% 41.6%
Net revenue 100.0% 100.0% 100.0% 10.0% 36.0%
Direct payroll costs 43.7% 44.3% 43.3% 8.5% 39.1%
Gross margin 56.3% 55.7% 56.7% 11.1% 33.7%
Administrative and marketing expenses 41.8% 41.3% 42.3% 11.3% 32.7%
Depreciation of property and equipment 2.0% 1.9% ** 1.9% ** 12.4% 40.6%
Amortization of intangible assets 1.6% 1.2% ** 0.9% ** 38.5% 95.9%
Impairment of goodwill and intangible assets 2.8% 5.2% 0.0% n/m n/m
Net interest expense 0.9% 0.7% 0.2% 52.0% n/m
Share of income from associated companies (0.3%) 0.0% 0.0% n/m (33.3%)
Foreign exchange (gains) losses 0.2% (0.2%) (0.3%) n/m (20.0%)
Other income (0.1%) (0.1%) (0.2%) (33.3%) 0.0%
Income before income taxes 7.4% 5.7% 11.9% 7.8% 18.6%
Income taxes 2.9% 3.1% 3.6% 0.8% 19.1%
Net income 4.5% 2.6% 8.3% 10.9% 18.3%

* 9% increase (decrease) calculated based on the dollar change from the comparable period

** Depreciation for certain software was reclassified from depreciation of property and equipment to amortization of intangibles due to
the adoption of CICA Handbook Section 3064.
n/m = not meaningful

Our gross and net revenue grew at a lower rate during 2009 than during 2008. This was due to less acquisition
growth in 2009 compared to 2008 and a decline in our internal growth as management reduced staff levels to
match the work available in the year. Excluding the goodwill impairment charges of $35.0 million in 2009 and

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2009
STANTEC INC.
M-14



$53.0 million in 2008, our net income for 2009 grew 10.9%, closely in line with the 10% growth in our net revenue
year over year. In 2009, the rate of growth in the amortization of intangible assets and net interest expense were
notably higher than the rate of growth in net revenue as further explained in their respective sections of this
report.

Gross and Net Revenue

The following table summarizes the impact of acquisitions, internal growth, and foreign exchange on our gross
and net revenue for 2009 compared to 2008 and for 2008 compared to 2007. For definitions of gross and net
revenue, refer to the Definition of Non-GAAP Measures in the Critical Accounting Estimates, Developments, and
Measures section of this discussion and analysis. Revenue earned by acquired companies in the first 12 months
following acquisition is reported as revenue from acquisitions and thereafter as internal growth.

Gross Revenue
(In millions of Canadian dollars) 2009 vs. 2008 2008 vs. 2007

Increase (decrease) due to:

Acquisition growth 275.7 404.1

Internal growth (154.5) (4.4)
Impact of foreign exchange rates on revenue

earned by foreign subsidiaries 46.7 (2.3)

Total net increase in gross revenue 167.9 397.4

Net Revenue
(In millions of Canadian dollars) 2009 vs. 2008 2008 vs. 2007

Increase (decrease) due to:

Acquisition growth 203.7 302.8

Internal growth (131.0) (0.5)
Impact of foreign exchange rates on revenue

earned by foreign subsidiaries 40.1 (3.1)

Total net increase in net revenue 112.8 299.2

2009 Gross Revenue by Region 2008 Gross Revenue by Region
International, International,
2% 2%

United States,
41% Canada, 48%
United States,

50%

Canada,57%

Gross revenue earned in Canada during 2009 increased to $861.9 million from $649.5 million in 2008 and $539.3
million in 2007. Gross revenue generated in the United States in 2009 decreased to $631.1 million compared to
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$677.5 million in 2008 and $405.2 million in 2007. Gross revenue earned outside Canada and the United States
in 2009 was $26.9 million compared to $25.0 million in 2008 and $10.1 million in 2007. Revenues in both our US-
and Canadian-based operations were positively impacted by the acquisitions completed in 2009 and 2008.

The following table summarizes our gross revenue by practice area for 2009, 2008, and 2007:

Practice Area % of % of % of
Gross Revenue Consulting Consulting Consulting

Services % Change Services % Change Services
(In millions of Canadian dollars, Gross 2009 vs. Gross 2008 vs. Gross
except %) 2009 Revenue 2008 2008 Revenue 2007 2007 Revenue
Buildings 281.4 18.5% (0.4%) 2825 20.9% 334% 211.8 22.2%
Environment 642.4 42.3% 64.7%  390.0 28.9% 121.7%  175.9 18.4%
Industrial 2453 16.1% 1.7%  241.2 17.8% 73.5%  139.0 14.6%
Transportation 182.0 12.0% 5.6%  172.3 12.7% 20.4%  143.1 15.0%
Urban Land 168.8 11.1% (36.5%)  266.0 19.7% (6.6%) 284.8 29.8%
Total Consulting Services 1,519.9 100.0% 12.4% 1,352.0 100.0% 41.6%  954.6 100.0%

2009 Gross Revenue by Practice Area 2008 Gross Revenue by Practice Area

Urban Land, 11% -
Buildings, 19% UrbanLand, 19%

Buildings, 21%

Transportation,
2%

Transportation,
13%

Industrial, 16%
Environment,

. . 29%
Environment, Industrial, 18%

42%

As indicated above, our gross revenue was impacted by acquisitions, net internal growth, and the effect of foreign
exchange rates on revenue earned by our foreign subsidiaries. The impact of these factors on gross revenue
earned by practice area is summarized as follows:
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Practice Area Gross Revenue 2009 Compared to 2008

Change Due Change Due Change Due
to to Internal to Foreign
(In millions of Canadian dollars) Total Change Acquisitions Growth Exchange
Buildings (1.1) 5.0 (11.2) 5.1
Environment 252.4 241.2 (4.9) 16.1
Industrial 4.1 25.3 (25.6) 4.4
Transportation 9.7 - 1.2 8.5
Urban Land (97.2) 4.2 (114.0) 12.6
Total 167.9 275.7 (154.5) 46.7
2008 Compared to 2007
Change Due Change Due Change Due
to to Internal to Foreign
(In millions of Canadian dollars) Total Change Acquisitions Growth Exchange
Buildings 70.7 36.8 33.0 0.9
Environment 2141 209.5 5.7 (1.1)
Industrial 102.2 97.0 4.6 0.6
Transportation 29.2 21.3 7.2 0.7
Urban Land (18.8) 39.5 (54.9) (3.4)
Total 397.4 404.1 (4.4) (2.3)

The following summarizes the acquisitions completed in 2009 and 2008 that affected the acquisition growth of
each of our practice areas during the year:

e Buildings: Granary Associates, Inc. (October 2009)

e Environment: Sll Holdings, Inc. (February 2008) and Jacques Whitford Group Ltd. and Jacques
Whitford Global Group Limited (January 2009)

e Industrial: McIntosh Engineering Holdings Corporation (July 2008)

e Urban Land: RHL Design Group, Inc. (March 2008)

All our practice areas generate a portion of their gross revenue in the United States. The average exchange rate
for the Canadian dollar relative to the US dollar decreased by approximately 6.4% from 2008 to 2009 (US$0.94 to
US$0.88) and increased by 1.1% from 2007 to 2008 (US$0.93 to US$0.94). The weakening of the average rate
for the Canadian dollar against the US dollar in 2009 compared to 2008 had a positive impact on the change in
gross revenue by practice area year over year. The strengthening of the average rate for the Canadian dollar
against the US dollar in 2008 compared to 2007 had a negative impact on the change in gross revenue by
practice area year over year.

2009 versus 2008

Buildings. Gross revenue for the Buildings practice area declined by 0.4% from 2008 to 2009. Of the $1.1 million
decrease in gross revenue in 2009, $11.2 million was due to a decline in revenue from internal growth, offset by a
$5.0 million increase in revenue due to acquisitions and a $5.1 million foreign exchange impact. The decline in
revenue from internal growth resulted from a decrease in the use of subconsultants and other direct costs
compared to 2008 due to the nature of projects worked on during the year. Despite the challenging economic
climate, the practice area remained relatively stable in 2009 because of its geographic and sector diversification.
We continued to secure significant projects in our principle focus areas of health care and education and to seek
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opportunities in the public-private partnership (P3) market. For example, during the year, we were selected by a
P3 client as the preferred proponent for a redevelopment project at the Centre for Addiction and Mental Health in
Toronto, Ontario. Our responsibilities included full integrated design services—architecture; mechanical,
electrical, structural, and civil engineering; sustainable design consulting; and transportation engineering. We
were also chosen to serve as a technical advisor for the redevelopment of the King Edward VII Memorial Hospital
in Hamilton, Bermuda. The redevelopment plans include a patient tower, ambulatory care center, and new central
utility plant. The design, construction, financing, and maintenance of the facility will be delivered through a P3
client. Another notable health care project was the design of a new veterans’ outpatient mental health and
research facility at the Puget Sound Medical Center in Seattle, Washington, for the U.S. Department of Veterans
Affairs. We were also contracted by the University of the Fraser Valley to provide integrated services in
architecture, landscape architecture, interior design, and structural, mechanical, electrical, and civil engineering
for the first phase of the relocation of its Chilliwack campus to a 35-hectare (86—acre) site. During 2009, the
Buildings practice area continued to develop its expertise in the commercial interior and retail sector and is well
positioned to take on any potential increased activity in this sector. For example, the practice area is providing
architecture and engineering-related services on a variety of Alberta Treasury Branch corporate administration
space renovations and branch expansions.

We believe that the outlook for the Buildings practice area remains stable for 2010 with moderate growth
expected in the second half of the year. Going forward, we will continue to focus on our key areas of competency,
in particular health care and education. Our priority for growth is the US market, where we aim to leverage our
successes in health care and with public clients, especially with the acquisition of Granary in Q4 09. In Canada,
we expect a softening in the West, especially in British Columbia, once project activity associated with the 2010
Winter Olympics decreases. We expect this decline to be offset by opportunities we may secure in 2010 resulting
from our strength in P3 markets and from the establishment of top-tier architecture and buildings engineering
practices in Canada.

Environment. Gross revenue for the Environment practice area grew by 64.7% from 2008 to 2009. Of the $252.4
million increase in gross revenue in 2009, $241.2 million was due to acquisitions, and $16.1 million was due to
the impact of foreign exchange, offset by a $4.9 million decline in revenue from internal growth. The practice area
performed well during a challenging year. With the addition of Jacques Whitford, it increased its geographic
footprint and competitive profile, which enabled it to pursue and win larger, multiyear, and higher-profile projects.
For example, we were awarded several multiyear indefinite delivery/indefinite quantity contracts with the U.S.
Army Corps of Engineers to conduct multidiscipline engineering inspections of levees as part of its Levee Safety
Program. Because our environmental expertise is often required at the front end of energy-related projects that
operate on a long-term planning cycle, much of the Environment practice area’s work for energy sector clients is
not directly affected by short-term fluctuations in oil and gas prices. During the year, we secured work from a joint
venture between TransCanada Pipelines and Exxon Mobil Corporation to provide environmental management
and regulatory support services for the Alaska Pipeline Project. We were also awarded a global, multiyear,
preferred supplier contract to provide environmental assessment and remediation services to Chevron at sites
throughout North America, South America, the Asia Pacific region, the Middle East, and Russia. Our
environmental management and remediation business, particularly with wind power clients, improved at the end
of the year as clients began to access more readily available project funding. We also continued to win larger
projects in the water and wastewater markets. For example, during the year, the Massachusetts Water Resources
Authority, one of the largest water and wastewater utilities in the United States, chose our Company to design the
rehabilitation of the West Roxbury Tunnel in Boston, Massachusetts. We will be examining the conditions of the
tunnel and exploring the viability of several rehabilitation and realignment options. We were also chosen to assist
several large US power producers in evaluating their coal by-product disposal processes and facilities and were
commissioned by the Tennessee Valley Authority to perform facility assessments of the industrial treatment
ponds at its 11 fossil power plants in Tennessee, Kentucky, and Alabama.
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We believe that the outlook for the Environment practice area will range from stable to a moderate decline in the
first two quarters of 2010, supported by stronger growth in the second half of the year. The practice area’s
expanded footprint in 2009 placed it in a top 10 category among world environmental service providers, and we
expect that our enhanced size, presence, and reputation in the environment market will continue to increase our
share of larger, long-term projects with national and international scope in 2010.

Industrial. Gross revenue for the Industrial practice area grew by 1.7% from 2008 to 2009. Of the $4.1 million
increase in gross revenue in 2009, $25.3 million was due to acquisitions, and $4.4 million was due to the impact
of foreign exchange, offset by a $25.6 million decline in revenue from internal growth. The economic slowdown,
as well as the cancellation or placement on hold of some projects, impacted the practice area’s backlog. In
response to these market conditions, staff levels were reduced in 2009. Despite our exposure to difficult market
conditions in 2009, our Industrial practice area performed well. For example, although there was a severe decline
in the mining industry during the year, we continued to secure work on significant mining projects. We secured a
project with Vale Inco to perform mining studies and provide related engineering services on a number of
underground mining projects, including the Totten and Kelly Lake projects in Ontario and the Voisey’s Bay project
in Labrador. During the year, we positioned ourselves to pursue projects in the potash industry and in the mining
of non-commodities such as gold and diamonds to counteract reduced opportunities resulting from lower oil and
mineral prices. As a result, we were selected to provide specialty services for a number of Potash Corporation of
Saskatchewan underground projects and operations, including the Allan, Rocanville, and Lanigan mines in
Saskatchewan and the Picadilly mine in New Brunswick. We also continued to provide services for the
development of facilities and infrastructure in support of major projects in western Canada as well as program and
project management services. For example, we were selected to provide program management and technical
support services for the multibillion-dollar Capital Regional District—Core Area Wastewater Treatment Program in
Victoria, British Columbia. The practice area continues to strengthen its reputation in the areas of clean coal and
carbon capture, power transmission and distribution, and renewable energy, such as wind power. During the
year, we secured a project to provide civil, structural, and electrical engineering services for the development of a
new 115-megawatt wind farm in southern Alberta.

We believe that the outlook for our Industrial practice area will remain stable for the first half of 2010 with
moderate growth in the second half of the year. With commodity prices improving in late 2009, we expect
increased activity in the mining, power, and resource sectors. Because of our capabilities in renewable energy,
we will continue to monitor any market opportunities in carbon mitigation and sustainable energy development.
We believe that the practice area has sufficient breadth and diversity and the recognized expertise to take
advantage of opportunities that arise in the marketplace and is well positioned to meet its objectives in 2010.

Transportation. Gross revenue for the Transportation practice area grew by 5.6% from 2008 to 2009. Of the $9.7
million increase in gross revenue in 2009, $1.2 million was due to internal growth, and $8.5 million was due to the
impact of foreign exchange. During 2009, the Transportation practice area demonstrated its ability to expand its
expertise and capabilities by securing projects in rail, transit, and intelligent transportation systems design. For
example, the Los Angeles County Metropolitan Transportation Authority (Metro) selected our Transportation
group to provide construction management support services for its major capital projects. This contract, which has
the potential to extend for seven years, includes the Metro Orange Line Extension project and a high-occupancy
vehicle network expansion project in central Los Angeles, California. This is the largest contract that our
Transportation practice area has secured to date in California. Our geographic expansion to Southern California
has also enabled us to be part of a team selected to provide on-call project management, construction
management, and staff assistance services to the Southern California Regional Rail Authority in Los Angeles in
support of a wide variety of new capital construction and rehabilitation projects for its Metrolink commuter rail
system. We were also awarded a contract with the U.S. Department of Transportation Federal Transit
Administration to provide project management oversight services. This five-year agreement involves overseeing
and reviewing work completed by transportation and transit agencies across the United States and demonstrates
our growing presence and increased profile in the US transit market.
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During the year, the Transportation practice area also continued to work on a stable stream of projects in Canada.
For example, we are providing preliminary and detailed design services for the development of the Cumberland
Transitway in Ottawa, Ontario. This project includes drainage design, stormwater management, underground
services, and illumination design for an extension to North America’s most comprehensive bus rapid transit
system. We also obtained a contract to complete the detailed design, contract administration, and inspection of
various local roadways in the Elmira, Ontario, area.

We believe that the outlook for the Transportation practice area is to achieve modest internal growth in 2010.
Although the US and Canadian stimulus packages may not create new opportunities for 2010, they appear to
have prevented the deferral of some projects and have accelerated some previously deferred construction-ready
projects. Overall, we expect our rail and transit groups to experience increased activity in 2010. However,
decreasing tax revenues, state and provincial deficits, and continued uncertainty in the United States about the
replacement of the Safe, Accountable, Flexible, Efficient, Transportation Equity Act—A Legacy for Users
(SAFETEA-LU) may cause delays in many planned transportation projects moving forward.

Urban Land. Gross revenue for the Urban Land practice area declined by 36.5% from 2008 to 2009. Of the $97.2
million decrease in gross revenue in 2009, $114.0 million was due to a decline in revenue from internal growth,
offset by a $12.6 million foreign exchange impact and a $4.2 million increase in revenue due to acquisitions. We
offer urban land services primarily in three core regions—Alberta and Ontario in Canada and California in the
United States—and these regions account for approximately 66% of our urban land business. The remainder of
our urban land work is spread throughout a number of locations in the United States and Canada.

Revenue for the Urban Land practice area was primarily impacted by a decline in housing starts in the United
States and Canada compared to 2008 and to a lesser extent by a decline in commercial rollout programs. Single-
family housing starts in the United States reached their lowest levels during the first quarter of 2009 and showed
signs of recovery at the end of the year. Single-family housing starts in Canada bottomed out in the second
quarter of 2009 and improved in the second half of the year. In response to these market conditions in 2009, our
Urban Land group continued to decrease and match its staff levels to the work available. As well, it continued to
share work between Canadian and US groups, to pursue non-residential projects, and to work on projects being
undertaken by other practice areas to counteract the reduced opportunities resulting from low housing starts. For
example, we secured a project to provide consulting services for the development of a new college athletic field
complex at the University of Guelph in Guelph, Ontario. This project demonstrates the strength of our
multidisciplinary team approach by combining the global expertise of our Sport group in Boston, Massachusetts,
with the local strength of the Landscape Architecture group in Kitchener, Ontario. The practice area also secured
several public sector projects during the year. For example, we were awarded a five-year contract with fees of up
to $30.0 million from the US federal government to provide three-dimensional laser scanning services to the U.S.
General Services Administration, the government body that oversees the construction and management of
federal buildings throughout the United States. We were also awarded a project to complete an aesthetic design
study for a 26-kilometre (16-mile) section of Highway 416 for the Ontario Ministry of Transportation in Ottawa,
Ontario. This project involves the expertise of various discipline groups from Canada and the United States.

Due to the forecasted stabilization of the residential sectors in the United States and Canada, we believe that the
outlook for our Urban Land practice area in 2010 is stable. In 2010, we expect to continue to diversify our client
base, build and leverage our reputation with the public sector, and focus on building relationships with larger
clients who require more complex services as well as our multidisciplinary team approach.

2008 versus 2007

Buildings. Gross revenue for the Buildings practice area grew by 33.4% from 2007 to 2008. Of the $70.7 million
increase in gross revenue in 2008, $36.8 million was due to acquisitions, and $33.0 million was due to internal
growth and a $0.9 million foreign exchange impact. Historically, 2008 was the strongest year for the Buildings
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practice area. We continued to secure major projects by developing our expertise and establishing a top-tier
presence in three main sectors: health care, airports, and education. For example, in 2008, we were awarded
assignments to provide integrated architecture and engineering services for the development of a series of
subacute care hospitals at state correctional facilities in California; design services for a terminal expansion at the
Edmonton International Airport in Edmonton, Alberta; and architecture services for the expansion of campus
facilities at the Northern Alberta Institute of Technology also in Edmonton. In addition, we were awarded an initial
contract to secure all the city and regulatory approvals and begin the early preliminary design for a new building
on the Toronto Western Hospital campus in Toronto, Ontario, an assignment that brought together our expertise
in architecture, urban planning, clinical planning, and sustainable design. The Buildings practice area also
demonstrated its strength in both the public and private sectors and increasingly in the P3 market. In 2008, we
secured a project to provide multidisciplinary services for the Kelowna and Vernon Hospitals P3 project, which is
currently the largest single investment in the health care system in the BC Interior on record. We provided several
aspects of the project, including architectural design; mechanical, electrical, structural, and civil engineering; and
Leadership in Energy and Environmental Design (LEED) consulting services.

Environment. Gross revenue for the Environment practice area grew by 121.7% from 2007 to 2008. Of the
$214.1 million increase in gross revenue in 2008, $209.5 million was due to acquisitions, and $5.7 million was
due to internal growth, offset by a $1.1 million foreign exchange impact. Our increased geographical footprint and
top-tier presence in more markets enabled the Environment practice area to take on larger, longer-term projects.
Acquisitions made in Q3 07 and Q1 08 broadened the practice area’s service capabilities to include new and
expanded service areas in geotechnical engineering, environmental management, and environmental
remediation. During 2008, we obtained a contract to provide geotechnical engineering services for the U.S. Army
Corps of Engineers, Tulsa District, including establishing an on-site soils and materials testing laboratory at
Canton Dam in Oklahoma. We also secured an assignment to provide environmental screening, heritage
resource reviews, and permitting services for a proposed Tristar oil well field and associated access road and
pipeline development activities in southeastern Saskatchewan. In addition, we worked on projects in the areas of
water supply master planning and water supply facility development, including groundwater, surface water, and
recycled water systems. For example, in 2008, we were awarded an assignment to design odor control upgrades
and improve the process performance at the Humber Wastewater Treatment Plant in Toronto, Ontario. As well,
we were selected to design one of the world’s largest ultraviolet drinking water disinfection systems for the San
Francisco Public Utilities Commission in California. In 2008, the Environment practice area made efforts to
improve its operating effectiveness in the US East through better client selection, project management, sales
efficiency, and staff level management in relation to existing backlog.

Industrial. Gross revenue for the Industrial practice area grew by 73.5% from 2007 to 2008. Of the $102.2 million
increase in gross revenue in 2007, $97.0 million was due to acquisitions, and $4.6 million was due to internal
growth and a $0.6 million foreign exchange impact. The practice area’s internal growth was primarily due to
projects secured in Canada, especially during the period of high oil and commodity prices. However, the decline
in these prices in the fourth quarter caused certain projects to be canceled or delayed. In 2008, the Industrial
practice area continued to provide services for the development of facilities and infrastructure in support of major
projects in British Columbia and Alberta and to secure projects with repeat clients. For example, we increased our
work with Enbridge, a leader in energy transportation and distribution. We also secured another contract with the
South Coast British Columbia Transportation Authority to provide the preliminary and detailed design and
construction supervision services for a multiuse, campus-style project, including a heavy bus maintenance facility,
training center, and educational building, at the British Columbia Institute of Technology.

Our integrated capabilities enabled us to undertake larger, multiphase, and multidisciplinary projects in the
industrial market in 2008. For example, the Industrial practice area joined efforts with other Stantec disciplines to
procure a project to design laboratory facilities at Pennsylvania State University and Binghamton University in
New York. Our program and project management expertise continues to grow due to clients’ need and demand
for dedicated project managers. For example, we secured an assignment to provide project control services to the
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Toronto Transit Commission for an extension of the Spadina subway in Toronto, Ontario. In 2008, the Industrial
practice area began integrating over 200 staff from Mcintosh. The acquisition of McIntosh has enabled us to offer
a complete, integrated package of environmental, scientific, engineering, and project management services to
global mining clients.

Transportation. Gross revenue for the Transportation practice area grew by 20.4% from 2007 to 2008. Of the
$29.2 million increase in gross revenue in 2008, $21.3 million was due to acquisitions, and $7.2 million was due
to internal growth and a $0.7 million foreign exchange impact. In 2008, the practice area demonstrated its ability
to adapt to the evolving transportation market as well as its diverse capabilities by securing a project to develop a
5-mile (8-kilometre)-long streetcar system connecting the University of Arizona to the central business district in
Tucson, Arizona. Although the private sector softened in the second half of 2008, the practice area’s expertise
and reputation continued to foster strong client relationships, which translated into receiving several long-term
projects with repeat clients. For example, in 2008, we secured an assignment to perform biennial and interim
bridge inspections of approximately 500 bridges in New York, New York, as well as contracts to provide design
and construction management services for the North Highway Connector project for the City of Red Deer, Alberta,
and to complete the final design of roadway improvements along 1.5 miles (2.4 kilometres) of Route 46 and
Route 3 in New Jersey.

Urban Land. Gross revenue for the Urban Land practice area declined by 6.6% from 2007 to 2008. Of the $18.8
million decrease in gross revenue in 2008, $54.9 million was due to a decline in revenue from internal growth and
a $3.4 million foreign exchange impact, offset by a $39.5 million increase in revenue due to acquisitions. The
acquisition of RHL in Q1 08 added commercial program development services to this practice area, primarily in
the western United States. Revenue for the Urban Land practice area was impacted by a decline in housing starts
in various parts of the United States, particularly California, and, to a lesser degree, in Canada. Single-family
housing starts in the United States declined significantly in 2008. In response to these market conditions, our
Urban Land group in the United States reduced its staff levels in 2008 to match the work available. The practice
area continued to pursue opportunities to apply services and new technologies in markets that are not dependent
on housing, such as services for municipal, energy, and utilities projects. For example, we offered expanded
services using light detection and ranging (LIDAR) scanning—an optical remote sensing technology that
measures properties of scattered light to find the range and/or other information about a distant target. In 2008,
we completed the LIDAR scanning of a crane that collapsed over a high-rise construction site in New York City.
We also provided professional surveying services for the development of over 200 new gas lines in the Fort
Worth, Texas, area from one of the largest natural gas reserves in North America. In 2008, the Urban Land
practice area continued to expand its services into the public sector. For example, we secured assignments to
provide services for improving streetscapes in the historic district of downtown Newark, New Jersey. The practice
area also continued to take advantage of work-sharing opportunities by using US-based staff to complete
Canadian projects and to cross-sell services to other practice areas. In 2008, the practice area secured a project
involving several Stantec disciplines and regional offices in designing a major waterfront park in Kelowna, British
Columbia.

Gross Margin

For a definition of gross margin, refer to the Definition of Non-GAAP Measures in the Critical Accounting
Estimates, Developments, and Measures section below. Gross margin increased to 56.3% in 2009 from 55.7% in
2008 and decreased to 55.7% in 2008 from 56.7% in 2007. Our gross margin for 2009 was slightly higher than
the anticipated range of 54 to 56% set out in our 2008 Financial Review. The increase in our gross margin
percentage from 2008 to 2009 was due to an increase in the gross margins for the Environment, Industrial, and
Transportation practice areas, partially offset by a decrease in the gross margins for the Buildings and Urban
Land practice areas as further explained below.

The decrease in our gross margin percentage from 2007 to 2008 was due to a decline in the gross margins for
the Environment, Transportation, and Urban Land practice areas due to the type of projects in progress during the
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year, the impact of integration activities, and competition. As well, in 2008, the Environment and Industrial
practice areas grew at a greater rate than the other practice areas. This growth impacted our overall gross margin
since the gross margins on environmental remediation and industrial projects are generally lower than the gross
margins on projects in other practice areas.

The following table summarizes our gross margin percentages by practice area for 2009, 2008, and 2007:

Practice Area Gross Margin 2009 2008 2007
Buildings 58.1% 58.5% 57.7%
Environment 57.7% 55.9% 58.4%
Industrial 51.8% 51.6% 51.2%
Transportation 53.7% 53.5% 53.8%
Urban Land 57.2% 57.6% 58.5%

Our gross margin percentages in 2009 were similar to 2008 in our Buildings, Industrial, Transportation, and Urban
Land practice areas. In general, fluctuations in the gross margin reported from year to year depend on the mix of
projects in progress during any year and on our project execution. These fluctuations reflect the nature of our
business model, which is based on diversifying our operations across geographic regions, practice areas, and all
phases of the infrastructure and facilities project life cycle. In the Environment practice area, gross margin
increased due to improved project execution and the nature of the projects assumed from Jacques Whitford,
including more up-front planning and environmental assessment work. Because of its growth, this practice area
was also able to secure larger projects, which, due to their nature, present greater opportunities to produce higher
margins.

Administrative and Marketing Expenses

Our administrative and marketing expenses increased by $52.9 million from 2008 to 2009. As a percentage of net
revenue, our administrative and marketing expenses were 41.8% in 2009 compared to 41.3% in 2008, falling
within our expected range of 41 to 43.5%. Administrative and marketing expenses may fluctuate from year to year
because of the amount of staff time charged to marketing and administrative labor, which is influenced by the mix
of projects in progress and being pursued during the period, as well as by business development and integration
activities. In 2009, we incurred one-time costs such as severance payments and other costs associated with the
downsizing of our operations. Without these one-time costs, our administrative and marketing expenses as a
percentage of net revenue would be at the low end of our targeted range for the year, which demonstrates our
focus on efficiency and cost management in difficult economic times.

Our administrative and marketing expenses increased by $114.8 million from 2007 to 2008. As a percentage of
net revenue, our administrative and marketing expenses were 41.3% in 2008 compared to 42.3% in 2007, slightly
below our expected range of 41.5 to 43.5%. Administrative and marketing expenses as a percentage of net
revenue declined from 2007 to 2008 due to the mix of projects during the year, the decrease in integration
activities in 2008 compared to 2007, and staff focus on more effectively managing our costs.

Depreciation of Property and Equipment

Depreciation of property and equipment as a percentage of net revenue was 2.0% in 2009, 1.9% in 2008, and
1.9% in 2007. The $2.7 million increase in depreciation from 2008 to 2009 and the $6.4 million increase in
depreciation from 2007 to 2008 were primarily due to the addition of property and equipment from acquisitions
made in the year corresponding with our Company’s growth.
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With the adoption of Section 3064, “Goodwill and Intangible Assets,” of the Canadian Institute of Chartered
Accountants (CICA) Handbook, we retrospectively reclassified $3.6 million of the depreciation on certain software
for both 2008 and 2007 from “Depreciation of Property and Equipment” to “Amortization of Intangible Assets.”

Goodwill

We conduct an annual goodwill impairment test on July 1 of each fiscal year. Our goodwill is allocated to our
reporting units. In 2008 and Q1 09, our reporting units were defined as Canada, US West, and US East. Effective
Q2 09, our reporting units are defined as Canada West, Canada East, US West, and US East. These units are
determined based on the way we organize the Company for making operating decisions and assessing
performance. We do not monitor or allocate goodwill to practice areas.

Goodwill impairment testing is a two-step process. In the first step, we compare the fair value of our reporting
units to their carrying value. We estimate the fair value using a methodology that considers market information
and projections of our discounted after-tax cash flows, which is known as the income approach. For our 2009
impairment test, we discounted our reporting units’ cash flows using discount rates ranging from 10.5% to 12.0%
(2008 — 10.0% to 12.0%). If the carrying value of the reporting unit is higher than its fair value, goodwill is
potentially impaired and step two of the impairment test must be performed. Following step one of our 2009 test,
we concluded that the carrying value of our Canada West, Canada East, and US East reporting units was less
than their fair value and was therefore not impaired. However, we concluded that the carrying value of our US
West reporting unit was potentially impaired and therefore performed step two of the impairment test for that
reporting unit.

In step two of the testing process, we compare the estimated fair value of the goodwill of our reporting units to
their respective carrying value. We calculate the estimated fair value of the goodwill in the same manner as if the
reporting unit were being acquired in a business combination, considering factors including the cash flows and fair
values of the net tangible and intangible assets. If the estimated fair value of the goodwill is less than its carrying
value, an impairment charge is recorded for the difference.

As further discussed in note 4 of our 2009 audited consolidated financial statements, step two of our 2009
impairment test determined that our US West reporting unit's goodwill was impaired. The impairment was due to
fluctuations in the market and uncertainties arising from overall economic conditions in 2009 primarily relating to
our Urban Land practice area, which now comprises approximately 19% of the reporting unit's gross revenue year
to date as compared to approximately 60% for the same period in 2006 when economic conditions were favorable
for the practice area. The $35.0 million impairment charge was allocated to our US West reporting unit and
reflected as a non-cash charge to income. Goodwill impairment charges are non-cash in nature and do not have
any adverse effect on our liquidity, cash flows from operating activities, or debt covenants and will not have an
impact on our future operations.

As further discussed in note 4 to our 2008 audited consolidated financial statements, due to fluctuations in the
market and uncertainties arising from overall economic conditions in 2008, our annual impairment review resulted
in a goodwill impairment charge of $53.0 million during the third quarter of 2008. This charge was allocated to our
US West and US East reporting units and reflected as a non-cash charge to income. For a more detailed
explanation of the methodology used in testing goodwill, refer to the Critical Accounting Estimates section under
the Critical Accounting Estimates, Developments, and Measurements heading below.

Intangible Assets

The timing of completed acquisitions, the size of acquisitions, and the type of intangible assets acquired impact
the amount of amortization of intangible assets in a period. Client relationships are amortized over estimated
useful lives ranging from 10 to 15 years, whereas contract backlog is amortized over an estimated useful life of
generally one to three years. Consequently, the impact of the amortization of contract backlog can be significant
in the 4 to 12 quarters following an acquisition. Backlog is a non-GAAP measure further discussed in the
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Definition of Non-GAAP Measures in the Critical Accounting, Estimates, Developments, and Measures section
below. As at December 31, 2009, $5.7 million of the $64.2 million in intangible assets related to backlog. Also
included in intangible assets are purchased and internally generated computer software that is replaceable and
not an integral part of related hardware. This computer software is amortized over estimated useful lives ranging
from 3 to 7 years.

The following table summarizes the amortization of identifiable intangible assets:

Intangibles

(In thousands of Canadian dollars) 2009 2008 2007
Amortization of client relationships 5,043 4,193 2,384
Amortization of backlog 8,074 6,211 974
Software 5,343 3,585 * 3,580 *
Other 1,360 275 344
Total amortization of intangible assets 19,820 14,264 7,282

* Prior years are restated due to the adoption of CICA Handbook Section 3064. See the discussion
in the Critical Accounting Estimates, Developments, and Measures section below.

The $5.6 million increase between 2008 and 2009 was mainly due to the amortization of the backlog balances of
Jacques Whitford, Secor, Mcintosh, and RHL Design Group Inc. During 2009, $27.3 million in intangible assets
was acquired mainly from the Jacques Whitford and Granary acquisitions and from the finalization of the valuation
of intangibles acquired from the Mcintosh and RHL Design Group Inc. acquisitions completed in 2008.

The $7.0 million increase between 2007 and 2008 was primarily due to the amortization of the backlog balances
of Vollmer Associates LLP, the Neill and Gunter companies, Secor, and Mclntosh.

Due to the adoption of Section 3064, “Goodwill and Intangible Assets,” of the CICA Handbook, we retrospectively
reclassified $3.6 million of the depreciation on certain software for both 2008 and 2007 from “Depreciation of
Property and Equipment” to “Amortization of Intangible Assets.”

In accordance with our accounting policies, we test intangible assets for recoverability when events or a change
in circumstances indicate that their carrying amount may not be recoverable. The determination of recoverability
is based on an estimate of undiscounted cash flow, and the measurement of impairment loss is based on the
amount that the carrying value exceeds the fair value. As part of the impairment test, we update our future cash
flow assumptions and estimates, including factors such as current and future contracts with clients, margins,
market conditions, and the useful lives of the assets. Based on the results of this review, we concluded that there
was no impairment to intangible assets. For further discussion of the methodology used in testing long-lived
assets and intangibles for impairment, refer to the Critical Accounting Estimates section under the Critical
Accounting Estimates, Developments, and Measurements heading below.

During the third quarter of 2008, based on the results of our annual impairment test, we concluded that intangible
assets relating to certain client relationships were not fully recoverable and therefore recorded a non-cash $5.4
million impairment charge to income. The impairment primarily reflected the financial distress experienced by
specific clients in regards to client relationships acquired in The Keith Companies, Inc. acquisition in 2005. The
remaining carrying value of these client relationships after this impairment charge was $6.0 million at December
31, 2008.
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Net Interest Expense

The $3.9 million increase in net interest expense in 2009 compared to 2008 was a result of having more long-
term debt throughout the first three quarters of 2009 compared to 2008, offset by lower interest rates over the
same period. At December 31, 2009, $134.6 million was outstanding on our credit facility versus $192.5 million
outstanding at December 31, 2008. Depending on the form under which the credit facility is accessed and certain
financial covenant calculations, rates of interest may vary among Canadian prime, US base rate, or LIBOR or
bankers’ acceptance rates plus 65, 85, or 125 basis points. We minimize our exposure to floating rates of interest
on our revolving credit facility, when appropriate, by entering into interest rate swap agreements. During the third
quarter of 2008, we entered into an interest rate swap agreement that has the effect of converting the variable
interest obligation associated with US$100 million of our credit facility, based on a LIBOR rate, into a fixed interest
rate of 3.43%, plus an applicable basis points spread, until September 3, 2010. The fair value of the interest rate
swap, estimated using third-party market conditions and forecasts at December 31, 2009, was a loss of $1.5
million, net of tax. Because we designated the interest rate swap as a cash flow hedge against US$100 million of
our credit facility and the hedge met the accounting criteria for effectiveness during the year, we recorded the
$1.5 million loss in fair value since the hedge’s inception in accumulated other comprehensive income. At
December 31, 2009, $105.1 million of our bank loan was payable in US funds (US$100.0 million), and $29.5
million was payable in Canadian funds.

Taking the effect of the interest rate swap into consideration, our average interest rate was 3.42% at December
31, 2009, compared to 3.36% at December 31, 2008. We estimate that, based on our loan balance at December
31, 2009, a 0.5% increase in interest rates, with all other variables held constant, would decrease our net income
by approximately $106,000 for the year and decrease our basic earnings per share by less than $0.01 for the
year. A 0.5% decrease in interest rates would have an equal and opposite impact on our net income and basic
earnings per share.

The $5.9 million increase in net interest expense in 2008 compared to 2007 was a result of having more long-
term debt throughout 2008 compared to 2007, offset by lower interest rates over the same period. Throughout
2008, our long-term debt position exceeded our 2007 position since we accessed our revolving credit facility to
finance acquisitions. At December 31, 2008, $192.5 million was outstanding on our credit facility versus $52.1
million outstanding at December 31, 2007. Our average interest rate was 3.36% at December 31, 2008,
compared to 5.51% at December 31, 2007.

Foreign Exchange Gains/Losses

We reported a foreign exchange loss of $2.3 million in 2009 compared to a $2.0 million gain in 2008 and a $2.5
million gain in 2007. These foreign exchange gains and losses arose on the translation of the foreign-
denominated assets and liabilities (such as accounts receivable, accounts payable and accrued liabilities, and
long-term debt) held in our Canadian companies and in our non-US-based foreign subsidiaries. We minimize our
exposure to foreign exchange fluctuations by matching US-dollar assets with US-dollar liabilities and, when
appropriate, by entering into forward contracts to buy or sell US dollars in exchange for Canadian dollars. The
foreign exchange loss in 2009 and gain in 2008 were due to the volatility of daily foreign exchange rates and the
timing of the recognition and relief of foreign-denominated assets and liabilities.

At December 31, 2009, we had entered into foreign currency forward contracts that provided for the purchase of
US$75.0 million at rates between 1.05310 and 1.05485 per US dollar maturing in January 2010. The fair value of
these contracts, estimated using third-party market indicators and forecasts at December 31, 2009, resulted in an
unrealized loss of $270,000. These forward contracts are categorized as held for trade; therefore, the unrealized
loss was recorded in income as a component of foreign exchange.

During 2009, we also recorded a $57.2 million foreign exchange loss in our currency translation adjustments in
other comprehensive income compared to a $76.9 million gain in 2008 and a $45.7 million loss in 2007. These
unrealized gains and losses arose when translating the operations of our US-based subsidiaries. We do not
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hedge for this foreign exchange translation risk. The loss recorded during 2009 was due to the strengthening of
the Canadian dollar from US$0.82 at December 31, 2008, to US$0.95 at December 31, 2009, and the gain
recorded in 2008 was due to the weakening of the Canadian dollar from US$1.01 at December 31, 2007, to
US$0.82 at December 31, 2008.

Income Taxes

Our effective income tax rate for 2009 and 2008 would have been 28.2% and 30.2%, respectively, compared to
30.1% in 2007 without the impact of the goodwill impairment charge of $35.0 million recorded in 2009 and of
$53.0 million recorded in 2008. The 28.2% effective rate for 2009 was below the expected range of 29 to 31% set
out in our 2008 Financial Review and the 30.2% effective rate for 2008 due to the following factors:

e Additional income earned in our lower tax rate jurisdictions
e Anincrease in income from associated companies, which we receive on an after-tax basis
e Areduction in the statutory tax rate in Canada in 2009

Including the impact of the non-deductible charges for goodwill impairment, our effective income tax rate for 2009
was 39.0% compared to 55.0% for 2008. We review our estimated income tax rate quarterly and adjust it based
on changes in statutory rates in the jurisdictions in which we operate as well as on our estimated earnings in each
of these jurisdictions.

Without the impact of the $53.0 million goodwill impairment charge in 2008, our effective income tax rate would
have been 30.2% compared to 30.1% in 2007. The increase was due to the relative amount of income earned in
our higher rate jurisdictions.

Fourth Quarter Results and Quarterly Trends
The following is a summary of our quarterly operating results for the last two fiscal years:
Quarterly Unaudited Financial Information

(In millions of Canadian dollars, except per share amounts)
2009 2008

Dec 31 Sep 30 Jun 30 Mar 31 Dec 31 Sep 30 Jun 30 Mar 31

Gross revenue 342.8 384.2 388.1 404.8 369.3 347.6 343.3 291.8
Net revenue 274.8 306.7 318.1 343.3 297.0 289.2 289.0 254.9
Net income (loss) 22.9 (10.0) 22.3 20.7 20.0 (30.0) 22.1 16.9
EPS — basic 0.50 (0.22) 0.49 0.45 0.44 (0.66) 0.48 0.37
EPS — diluted 0.50 (0.22) 0.49 0.45 0.44 (0.66) 0.48 0.37

The quarterly earnings per share on a basic and diluted basis are not additive and may not equal the annual earnings per share reported.

This is due to the effect of shares issued or repurchased during the year on the weighted average number of shares. Diluted earnings per

share on a quarterly and annual basis are also affected by the change in the market price of our shares, since we do not include in dilution
options whose exercise price is not in the money.
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The following items impact the comparability of our quarterly results:

Gross Revenue Q4 09 vs. Q309 vs. Q209 vs. Q109 vs.
(In millions of Canadian dollars) Q408 Q308 Q208 Q108
Increase (decrease) in gross revenue due to:
Acquisition growth 50.6 70.3 68.7 86.1
Decline in internal growth (54.5) (43.2) (49.8) (7.0)
Impact of foreign exchange rates on revenue

earned by foreign subsidiaries (22.6) 9.5 25.9 33.9
Total net increase in gross revenue (26.5) 36.6 44.8 113.0

Fourth Quarter Results

As indicated in the tables above, during Q4 09, our gross revenue decreased by $26.5 million, or 7.2%, to $342.8
million compared to $369.3 million for the same period in 2008. Approximately $54.5 million of this decrease
resulted from a decline in revenue from internal growth and a $22.6 million foreign exchange impact—due to the
strengthening of the Canadian dollar during Q4 09—partially offset by a $50.6 million increase in revenue from
acquisitions completed in 2009.

The following table summarizes our key operating results for Q4 09 on a percentage of net revenue basis and the
percentage increase in the dollar amount of these results compared to the same period last year:

Quarter Ended % Increase

December 31 % of Net Revenue (Decrease)*
(In millions of Canadian dollars, except %) 2009 2008 2009 2008 2009 vs. 2008
Gross revenue 342.8 369.3 124.7% 124.3% (7.2%)
Net revenue 274.8 297.0 100.0% 100.0% (7.5%)
Direct payroll costs 119.0 131.6 43.3% 44.3% (9.6%)
Gross margin 155.8 165.4 56.7% 55.7% (5.8%)
Administrative and marketing expenses 112.9 127.7 41.1% 43.0% (11.6%)
Depreciation of property and equipment 3.7 3.1 ** 1.4% 1.1% 19.4%
Amortization of intangible assets 7.9 6.2 * 2.9% 2.1% 27.4%
Net interest expense 2.2 2.1 0.8% 0.7% 4.8%
Share of income from associated companies 1.1) (0.3) (0.5%) (0.1%) 266.7%
Foreign exchange (gains) losses 0.3 (2.5) 0.1% (0.9%) (112.0%)
Other income (0.3) (0.3) (0.1%) (0.1%) 0.0%
Income before income taxes 30.2 294 11.0% 9.9% 2.7%
Income taxes 7.3 9.4 2.7% 3.2% (22.3%)
Net income for the period 22.9 20.0 8.3% 6.7% 14.5%

* 9% increase (decrease) calculated based on the dollar change from the comparable period

** Depreciation for certain software was reclassified from depreciation of property and equipment to amortization of intangibles due to the
adoption of CICA Handbook Section 3064.

Net income during Q4 09 was negatively impacted by the decline in gross revenue, as further described below,
but positively impacted by an increase in gross margin as a percentage of net revenue. Our gross margin
percentage was 56.7% in Q4 09 compared to 55.7% in Q4 08. This increase quarter over quarter was mainly due
to an increase in the gross margin in our Environment practice area as a result of the mix of projects during the
quarter. With the growth of our Environment practice area over the year, we were able to secure larger projects,
which, due to their nature, present greater opportunities to produce higher margins. The nature of our business
model, which is based on diversifying our operations across geographic regions, practice areas, and all phases of
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the infrastructure and facilities project life cycle, will continue to cause fluctuations in our gross margin percentage
from period to period depending on the mix of projects during any quarter.

Net income in Q4 09 was positively impacted by a reduction in our administrative and marketing expenses as a
percentage of net revenue from 43.0% in Q4 08 to 41.1% in Q4 09. This decrease was primarily due to a
decrease in provisions for claims for our self-insured liability and continued focus by staff on operating efficiently
and managing costs during difficult economic times. Staff time charged to marketing and administrative labor may
fluctuate from quarter to quarter because it is influenced by the mix of projects in progress and being pursued
during the period, as well as by integration activities.

The following table summarizes the change in gross revenue by practice area in the fourth quarter of 2009
compared to the same period in 2008.

Practice Area Gross Revenue Quarter Ended December 31

Change Due Change Due Change Due

Total to to Internal to Foreign

(In millions of Canadian dollars) 2009 2008 Change Acquisitions Growth Exchange
Buildings 69.0 75.6 (6.6) 5.0 (9.4) (2.2)
Environment 144.6 115.9 28.7 45.3 (6.5) (10.1)
Industrial 53.7 69.4 (15.7) 0.3 (13.1) (2.9)
Transportation 40.8 49.2 (8.4) - (4.8) (3.6)
Urban Land 34.7 59.2 (24.5) - (20.7) (3.8)
Total Consulting Services 342.8 369.3 (26.5) 50.6 (54.5) (22.6)

The $54.5 million decline in revenue from internal growth was mainly impacted by the Q4 09 results of the Urban
Land and Industrial practice areas and, to a lesser degree, by the Q4 09 results of the other practice areas.
Revenue for the Urban Land practice area was impacted by a decline in housing starts in various parts of the
United States, particularly California, and, to a lesser degree, in Canada. Single-family housing starts in the
United States declined significantly in 2009. In response to these market conditions, our Urban Land group in the
United States reduced its staff levels in 2009 to match the work available. Revenue in the Industrial practice area
was impacted by the drop in commodity prices, resulting in the cancellation of projects. Revenue from internal
growth in our other practice areas also declined quarter over quarter due to staff reductions in response to
declining backlogs; projects being cancelled, placed on hold, or delayed; and the general economic slowdown in
20009.

Quarterly Trends

During Q1 09, our gross revenue increased by $113.0 million, or 38.7%, to $404.8 million compared to $291.8
million in the same period in 2008. Approximately $86.1 million of this increase resulted from acquisitions
completed in 2008 and 2009 and a $33.9 million foreign exchange impact—due to the weakening of the Canadian
dollar during Q1 09—offset by a $7.0 million decline in internal growth. Net income during Q1 09 increased by
$3.8 million, or 22.5%, from the same period in 2008. Diluted earnings per share in Q1 09 increased by $0.08, or
21.6%, compared to the same period in Q1 08. Our Q1 09 results were negatively impacted by an increase in
administrative and marketing expenses as a percentage of net revenue from 42.0% to 43.1%, an increase in the
amortization of intangibles of $2.7 million, and an increase in interest expense of $1.9 million. Our Q1 09 results
were positively impacted by an increase in gross margin as a percentage of net revenue from 55.0% in Q1 08 to
56.4% in Q1 09.

During Q2 09, our gross revenue increased by $44.8 million, or 13.0%, to $388.1 million compared to $343.3
million in the same period in 2008. Approximately $68.7 million of this increase resulted from acquisitions
completed in 2008 and 2009 and a $25.9 million foreign exchange impact—due to the weakening of the Canadian
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dollar during Q2 09 compared to Q2 08—offset by a $49.8 million decline in internal growth. Net income during
Q2 09 increased by $0.2 million, or 0.9%, from the same period in 2008. Diluted earnings per share in Q2 09
increased by $0.01, or 2.1%, compared to Q2 08. Our Q2 09 results were negatively impacted by a reduction in
gross margin as a percentage of net revenue from 55.9% in Q2 08 to 55.6% in Q2 09, an increase in our
administrative and marketing expenses as a percentage of net revenue from 40.8% to 41.3%, an increase in
foreign exchange loss of $1.0 million, an increase in the amortization of intangibles of $0.9 million, and an
increase in net interest expense of $1.0 million. Our Q2 09 results were positively impacted by the growth in gross
revenue.

During Q3 09, our gross revenue increased by $36.6 million, or 10.5%, to $384.2 million compared to $347.6
million for the same period in 2008. Approximately $70.3 million of this increase resulted from the acquisitions
completed in 2008 and 2009 and a $9.5 million foreign exchange impact—due to the weakening of the Canadian
dollar during Q3 09 compared to Q3 08—offset by a $43.2 million decline in internal growth. Net loss decreased
from $(30.0) million in Q3 08 to $(10.0) million in Q3 09, and diluted loss per share decreased from $(0.66) in Q3
08 to $(0.22) in Q3 09. During the quarter, our net income and earnings per share were negatively impacted by a
$35.0 million impairment of goodwill. This non-cash charge decreased our diluted earnings per share by $0.77.
Excluding the impact of the $35.0 million goodwill impairment charge, our net income for Q3 09 would have been
$25.0 million, and our diluted earnings per share would have been $0.55. Our Q3 09 results were positively
impacted by an increase in our gross margin as a percentage of net revenue from 56.0% to 56.5% due to
improved project execution and the nature of projects in progress during the quarter. Our results were also
positively impacted by a $23.4 million reduction in the impairment of goodwill and intangible assets and a $1.7
million increase in income from associated companies. Our Q3 09 results were negatively impacted by an
increase in interest expense of $0.9 million and an increase in administrative and marketing expenses as a
percentage of net revenue from 39.2% to 41.3%, which included one-time charges for severance payments and
costs associated with downsizing our operations in certain areas.

Liquidity and Capital Resources

The following table represents summarized working capital information as at December 31, 2009, compared to
December 31, 2008:

(In millions of Canadian dollars, except ratio) Dec 31, 2009 Dec 31, 2008 Change
Current assets 409.3 480.7 (71.4)
Current liabilities (283.8) (300.0) 16.2
Working capital (note 1) 125.5 180.7 (55.2)
Current ratio (note 1) 1.44 1.60 n/a

note 1: Working capital is calculated by subtracting current liabilities from current assets. Current ratio is calculated by dividing current assets by
current liabilities. Both terms are further discussed in the Definition of Non-GAAP Measures in the Critical Accounting Estimates, Developments,
and Measures section of this report.

Our cash flows from operating, investing, and financing activities, as reflected in our consolidated statements of
cash flows, are summarized in the following table:

$ Change $ Change

2009 vs. 2008 vs.

(In millions of Canadian dollars) 2009 2008 2007 2008 2007

Cash flows from operating activities 100.0 160.0 87.5 (60.0) 72.5

Cash flows used in investing activities (103.2) (227.7) (135.2) 245 7.5
Cash flows from (used in) financing

activities (84.1) 53.8 33.9 (137.9) 19.9

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2009
STANTEC INC.
M-30



We are able to meet our liquidity needs through a variety of sources, including cash generated from operations,
long- and short-term borrowings from our $300 million credit facility, and the issuance of common shares. Our
primary use of funds is for paying operational expenses, completing acquisitions, sustaining capital spending on
property and equipment, and repaying long-term debt.

We believe that internally generated cash flows, supplemented by borrowings, if necessary, will be sufficient to
cover our normal operating and capital expenditures. We also believe that the design of our business model
reduces the impact of changing market conditions on our operating cash flows. Consequently, we do not
anticipate any immediate need to access additional capital; however, under certain favorable market conditions,
we would consider issuing common shares to facilitate acquisition growth or to reduce the utilized level on our
credit facility.

We continue to manage our capital structure according to the internal guideline established in our 2008 Financial
Review of maintaining a net debt to equity ratio of less than 0.5 to 1.0. Our net debt to equity ratio, a non-GAAP
measure, is calculated as the sum of (1) long-term debt, including current portion, plus bank indebtedness, less
cash and cash held in escrow, divided by (2) shareholders’ equity. At December 31, 2009, our net debt to equity
ratio was 0.40 to 1.0. Going forward, there may be occasions when we exceed our target by completing
opportune acquisitions that increase our debt level above the target for a period of time.

We continue to limit our exposure to credit risk by placing our cash and cash equivalents in, and entering into
derivative agreements with, high-quality credit institutions. Our investment held for self-insured liabilities includes
bonds and equities, and the risk associated with these bonds and equities is mitigated to some extent by the
overall quality and mix of our investment portfolio.

Working Capital

Our working capital (current assets less current liabilities) at the end of 2009 was $125.5 million compared to
$180.7 million in 2008. Current assets decreased by $71.4 million, and current liabilities decreased by $16.2
million. The decrease in current assets was mainly due to an $89.3 million decrease in cash and cash equivalents
and a $7.4 million decrease in cash held in escrow. On December 31, 2008, cash and cash equivalents included
cash advanced from our credit facility and held for the Jacques Whitford acquisition closing. The cash was paid to
the vendors on the completion of the transaction on January 2, 2009. This decrease was partially offset by a
$17.2 million increase in accounts receivable and in costs and estimated earnings in excess of billings. These
increases resulted from growth from acquisitions during the year.

The $16.2 million decrease in current liabilities from 2008 to 2009 was mainly due to a $22.2 million decrease in
accounts payable and accrued liabilities, which were impacted by the timing of payroll at year-end. Our income
taxes payable also decreased by $9.9 million from 2008 to 2009 due to larger instalments made in the year.

In 2009, our current ratio was lower than in 2008 mainly due to the decrease in cash and cash equivalents during
the year as explained above.

Cash Flows From Operating Activities

Our cash flows from operating activities were $100.0 million in 2009 compared to $160.0 million in 2008 and
$87.5 million in 2007. Our cash flows from operating activities are impacted by the timing of payroll and
acquisitions—in particular, the timing of payments of acquired accounts payable and accrued liabilities, including
employee annual bonuses. The $60.0 million decrease in cash flows from operating activities for 2009 compared
to 2008 was a result of the following:

e Our cash paid to suppliers during 2009 was higher due primarily to the payment of acquired trade
payables.
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e Our cash paid to employees during 2009 was higher due primarily to the payment of acquired bonuses
and severances as well as one week of additional payroll.

e  Our interest paid during 2009 was higher because we had more long-term debt throughout the first three
quarters of 2009 compared to the same period in 2008.

e Our income taxes paid, net of income taxes recovered, increased during 2009.

Our cash flows from operating activities in 2009 were positively impacted by a decrease in our combined days of
revenue in accounts receivable and costs and estimated earnings in excess of billings from 83 days at December
31, 2008, to 81 days at December 31, 2009. This decrease was the result of our continued focus on asset
management, including billings and collections.

The $72.5 million increase in cash flows from operating activities in 2008 compared to 2007 was due to a net
increase of $93.0 million in cash receipts from clients less cash paid to suppliers and employees. In 2008, cash
receipts from clients less cash paid to suppliers and employees were high because of the additional revenue
generated by acquisitions completed in the second half of 2007 and in 2008. The successful integration of these
acquisitions resulted in a reduction in our combined investment in accounts receivable and costs and estimated
earnings in excess of billings from 94 days of revenue at the end of 2007 to 83 days at the end of 2008.

Cash Flows Used In Investing Activities

Our cash flows used in investing activities were $103.2 million in 2009 compared to $127.7 million in 2008 and
$135.2 million in 2007. In 2009, we used $73.1 million for the acquisition of Jacques Whitford and Granary
compared to using $92.1 million to finance 5 acquisitions completed in 2008 and using $105.4 million to finance
11 acquisitions completed in 2007. In addition, in 2008, $6.6 million was placed in an escrow account pending the
outcome of purchase price adjustment clauses included in the Zande and Secor purchase agreements. Offsetting
the reduction in cash flows used to finance acquisitions in 2009 compared to 2008 was an increase in the use of
cash flows in 2009 to fund our investments held in self-insured liabilities. In 2009, we increased our investment by
$11.0 million compared to decreasing our investment by $5.8 million in 2008 and increasing our investment by
$3.8 million in 2007.

As a professional services organization, we are not capital intensive. In the past, we have made capital
expenditures primarily for items such as leasehold improvements, computer equipment, furniture, and other office
and field equipment. Our cash outflows for property and equipment and software were $20.4 million, $35.6
million, and $27.3 million in 2009, 2008, and 2007, respectively. One factor that contributed to the higher
investment activities in 2008 was the $8.0 million spent for improvements made to our Markham and Toronto,
Ontario, offices to accommodate office consolidations and to our Edmonton, Alberta, office to accommodate
growth. Our capital expenditures during 2009 were financed by cash flows from operations. We expect our total
capital and software expenditures in 2010 to be in the range of $27 to $30 million, excluding capital acquired from
acquisitions. In 2010, we plan to invest in enhancements to our information technology infrastructure to optimize
and streamline our business processes and prepare for continued growth.

Cash Flows From (Used In) Financing Activities

Our cash flows used in financing activities were $84.1 million in 2009 compared to cash flows from financing
activities of $53.8 million in 2008 and $33.9 million in 2007. In 2009, we generated sufficient cash from operations
to repay $152.5 million of our revolving credit facility and acquired debt from acquisitions and used $68.8 million
of the facility, in part to pay accounts payable, employee bonuses, and notes payable due from acquisitions. At
December 31, 2009, $163.4 million of our $300 million credit facility was available for future use. The above use
of cash was offset by $2.3 million generated from options exercised during the year.

In 2008, we generated sufficient cash from our operations to repay $166.4 million of our revolving credit facility
and acquired debt from acquisitions and used $228.3 million of the facility, in part to finance the Zande, Rochester

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2009
STANTEC INC.
M-32



Signal, Secor, RHL, McIntosh, and Jacques Whitford acquisitions. At December 31, 2008, $104.9 million of our
credit facility was available for future use. During the year, we also used $8.9 million to repurchase shares under
our normal course issuer bid. The above use of cash was offset by $1.2 million generated from options exercised
in 2008.

Our credit facility is available for acquisitions, working capital needs, capital expenditures, and general corporate
purposes. Depending on the form under which the credit facility is accessed and certain financial covenant
calculations, rates of interest will vary between Canadian prime, US base rate, or LIBOR or bankers’ acceptance
rates plus 65, 85, or 125 basis points. We are subject to financial and operating covenants related to our credit
facility. Failure to meet the terms of one or more of these covenants may constitute a default, potentially resulting
in accelerated repayment of the debt obligation. In particular, at each quarter-end, we must satisfy the following
specified ratios: 1) the senior debt to EBITDA ratio must not exceed 2.5 to 1.0 at any time and 2) the EBITDAR to
debt service ratio must not be less than 1.25 to 1.0 at any time. These EBITDA and EBITDAR to debt service
ratios are defined in the Definition of Non-GAAP Measures in the Critical Accounting Estimates, Developments,
and Measures section below. We were in compliance with all these covenants as at and throughout the year
ended December 31, 2009.

Shareholders’ Equity
Our shareholders’ equity increased by $8.4 million in 2009 and by $96.3 million in 2008. The following table
summarizes the reasons for these increases:

(In millions of Canadian dollars) 2009 2008
Beginning shareholders’ equity 539.0 442.7
Net income for the year 55.9 29.0
Currency translation adjustments (57.2) 76.9
Unrealized (loss) gain on financial assets 2.7 (3.6)
Unrealized (loss) gain on cash flow hedge 14 (3.0
Recognition of fair value of stock-based compensation 3.0 5.0
Share options exercised for cash 2.3 1.2
Shares repurchased under normal course issuer bid - (8.9)
Other 0.3 (0.3)
Total change 8.4 96.3
Ending shareholders’ equity 547.4 539.0

The change arising on the translation of our US-based subsidiaries in 2009 was a $57.2 million loss compared to
a $76.9 million gain in 2008. The change in 2009 was due to the strengthening of the Canadian dollar—from
US$0.82 to US$0.95—during the year. In 2008, the Canadian dollar weakened from US$1.01 to US$0.82 at the
end of the year.

In 2008, we minimized our exposure to floating rates of interest until September 3, 2010, on US$100 million of our
revolving credit facility by entering into an interest rate swap agreement as described in the Net Interest Expense
section above. The fair value of the interest rate swap, estimated using market rates as at December 31, 2009,
was a loss of $1.5 million, net of tax. Since we designated the interest rate swap as a cash flow hedge against
US$100 million of our credit facility and the hedge met the accounting criteria for effectiveness during the year,
we recorded the $1.5 million loss in fair value in other comprehensive income.

We hold investments for self-insured liabilities consisting of government and corporate bonds and equity
securities. These investments are classified as available for sale and are stated at fair value with the
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unrecognized gain or loss recorded in other comprehensive income. The change in the fair value of these
investments was a $2.7 million gain in 2009 and a $3.6 million loss in 2008.

From time to time, our board of directors grants share options as part of our incentive programs. No share options
were granted in 2009. In 2008, our board granted 480,000 stock options to various officers and employees of the
Company (467,500 options were granted in 2007). These options vest equally over a three-year period and have
a contractual life of seven years from the grant date. Share options exercised in 2009 generated $2.3 million in
cash compared to generating $1.2 million in 2008.

Our normal course issuer bid on the TSX was renewed in 2009 and allows us to repurchase up to 2,273,722 of
our common shares during the period of June 1, 2009, to May 31, 2010. We continue to believe that, from time to
time, the market price of our common shares does not fully reflect the value of our business or future business
prospects and that, at such times, outstanding common shares are an attractive, appropriate, and desirable use
of available Company funds. In 2009, we did not purchase any common shares. In 2008, we purchased 351,400
common shares at an average price of $25.37 per share for an aggregate price of $8.9 million. In 2009 and 2008,
we did not issue any shares as consideration for an acquisition.

Other

Qutstanding Share Data

At December 31, 2009, there were 45,716,820 common shares and 1,752,298 share options outstanding. During
the period of December 31, 2009, to February 25, 2010, no shares were repurchased under our normal course
issuer bid, 17,000 share options were exercised, 1,667 share options were forfeited, and 1,666 share options
were cancelled. At February 25, 2010, there were 45,733,820 common shares and 1,731,965 share options

outstanding.

Contractual Obligations

As part of our continuing operations, we enter into long-term contractual arrangements from time to time. The
following table summarizes the contractual obligations due on our long-term debt, operating and capital lease
commitments, purchase and service obligations, and other liabilities as of December 31, 2009:

Payment Due by Period

Less than 1 After 5
(In millions of Canadian dollars) Total Year 1-3Years 4-5Years Years
Long-term debt 226.6 325 193.7 0.2 0.2
Interest on debt 12.5 7.9 4.6 - -
Operating lease commitments 350.5 66.9 108.9 77.3 97.4
Capital lease commitments 7.6 29 4.7 - -
Purchase and Service Obligations 32.4 11.0 18.7 2.7
Other liabilities 4.3 0.4 0.4 0.7 2.8
Total contractual obligations 633.9 121.6 331.0 80.9 100.4

For further information regarding the nature and repayment terms of our long-term debt and capital lease
obligations, refer to the Cash Flows From Financing Activities section and notes 8 and 11 in our audited
consolidated financial statements for the year ended December 31, 2009. Our operating lease commitments
include obligations under office space rental agreements, and our purchase and service obligations include
agreements to purchase future goods and services that are enforceable and legally binding. Our other liabilities
include amounts payable under our deferred share unit plan and a commitment to purchase the non-controlling
interests of The National Testing Laboratories Limited over a period ending in 2014. Failure to meet the terms of
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our operating lease commitments may constitute a default, potentially resulting in a lease termination payment,
accelerated payments, or a penalty as detailed in each lease agreement.

Off-Balance Sheet Arrangements

As of December 31, 2009, we had off-balance sheet financial arrangements relating to letters of credit in the
amount of $2.7 million that expire at various dates before January 2011. These letters of credit were issued in the
normal course of operations, including the guarantee of certain office rental obligations. We also have a surety
facility to facilitate, as part of the normal course of operations, the issuance of bonds for certain types of project
work. As at December 31, 2009, $11.5 million in bonds were issued under this agreement.

During 2009, we issued a guarantee up to a maximum of US$60.0 million for project work with the US federal
government. If the guarantee is exercised, we have recourse to its insurers, subject to certain deductibles, policy
terms, and limits, to recover claims costs and damages arising from errors or omissions in professional services.
We have not made any payments under this guarantee, and no amounts have been accrued in our audited
consolidated financial statements with respect to the guarantee.

In the normal course of business, we also provide indemnifications and, in very limited circumstances, surety
bonds. These are often standard contractual terms and are provided to counterparties in transactions such as
purchase and sale contracts for assets or shares, service agreements, and leasing transactions. In addition, we
indemnify our directors and officers against any and all claims or losses reasonably incurred in the performance
of their service to the Company to the extent permitted by law. These indemnifications may require us to
compensate the counterparty for costs incurred through various events. The terms of these indemnification
agreements will vary based on the contract, the nature of which prevents us from making a reasonable estimate
of the maximum potential amount that could be required to pay counterparties. Historically, we have not made
any significant payments under such indemnifications, and no amounts have been accrued in our consolidated
financial statements with respect to these guarantees.

Financial Instruments and Market Risk
Fair value. As at December 31, 2009, we value and record our financial instruments as follows:

e Cash and cash equivalents and cash held in escrow are recorded at fair value, with realized and
unrealized gains and losses reported in income.

e Accounts receivable are initially accounted for at fair value and subsequently adjusted for any allowance
for doubtful accounts, with realized gains and losses reported in income.

e Investments held for self-insured liabilities are recorded at fair value, with accumulated unrealized gains
and losses reported in other comprehensive income until disposed of, at which time the realized gains
and losses are recognized in income.

e Accounts payable and accrued liabilities and long-term debt are initially recorded at fair value and
subsequently recorded at amortized cost using the effective interest rate method, with realized gains and
losses reported in income.

e Derivatives are accounted for at fair value, with realized and unrealized gains and losses reported in
income unless the derivative qualifies and is designated as an effective hedge, in which case unrealized
gains and losses are recorded in other comprehensive income. As at December 31, 2009, we hold
derivative financial instruments in the form of foreign exchange forward contracts and an interest rate
swap agreement that we designate as a hedge.

The fair values of financial instruments are based on the bid prices in quoted active markets for financial assets
and on the ask prices for financial liabilities. The fair values of cash and cash equivalents, cash held in escrow,
accounts receivable, and accounts payable and accrued liabilities approximate their carrying amounts because of
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the short-term maturity of these instruments. The carrying amount of bank loans approximates their fair value
because the applicable interest rate is based on variable reference rates.

Market risk. We are exposed to various market factors that can affect our performance, primarily with respect to
currency and interest rates.

Currency. Our currency exchange rate risk results primarily from the following three factors:

e Asignificant portion of our revenue and expenses is generated or incurred in US dollars; therefore, we
are exposed to fluctuations in exchange rates. To the extent that US-dollar revenues are greater than
US-dollar expenses in a strengthening US-dollar environment, we expect to see a positive impact on our
income from operations. Conversely, to the extent that US-dollar revenues are greater than US-dollar
expenses in a weakening US-dollar environment, we expect to see a negative impact. This exchange
rate risk primarily reflects, on an annual basis, the impact of fluctuating exchange rates on the net
difference between total US-dollar professional revenue and US-dollar expenses. Other exchange rate
risk arises from the revenue and expenses generated or incurred by subsidiaries located outside Canada
and the United States. Our income from operations will be impacted by exchange rate fluctuations used
in translating these revenues and expenses. We do not hedge for this foreign exchange translation risk.

e Foreign exchange fluctuations may also arise on the translation of the balance sheet of (net investment
in) our US-based subsidiaries and are recorded as currency translation adjustments in other
comprehensive income. We do not hedge for this foreign exchange translation risk.

e Foreign exchange gains or losses arise on the translation of foreign-denominated assets and liabilities
(such as accounts receivable, accounts payable and accrued liabilities, and long-term debt) held in our
Canadian operations and non-US-based foreign subsidiaries. We minimize our exposure to foreign
exchange fluctuations on these items by matching US-dollar liabilities and, when appropriate, by entering
into forward contracts to buy or sell US dollars in exchange for Canadian dollars.

Although we may buy or sell US dollars in exchange for Canadian dollars in accordance with our foreign
exchange risk mitigation strategy, on occasion we may have a net exposure to foreign exchange fluctuations
because of the timing of the recognition and relief of foreign-denominated assets and liabilities. At December 31,
2009, due to a slight net exposure, a $0.01 increase or decrease in the US- to Canadian-dollar exchange rate,
with all other variables held constant, would have an immaterial impact on our net income for the year.

Interest Rate. Changes in interest rates also present a risk to our performance. Our credit facility carries a
floating rate of interest. In addition, we are subject to interest rate pricing risk to the extent that our investments
held for self-insured liabilities contain fixed-rate government and corporate bonds. In 2008, we minimized our
exposure to floating rates of interest by entering into an interest rate swap agreement as explained in the Net
Interest Expense section above. We estimate that, based on our loan balance at December 31, 2009, a 0.5%
increase in interest rates, with all other variables held constant, would impact our basic earnings per share by less
than $0.01 for the year.

Related-Party Transactions
We have not entered into any related-party transactions as defined in Section 3840 of the CICA Handbook.
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OUTLOOK

The following table summarizes our expectations for the coming year:

Measure Expected Range

Gross margin as % of net revenue Between 54.5 and 56.5%

Administrative and marketing expenses Between 41.0 and 43.0%
as % of net revenue

Net income as % of net revenue At or above 6%

Effective income tax rate Between 32.5 and 34.5%

Return on equity (note 1) At or above 14%

Net debt to equity ratio (note 2) At or below 0.5to 1

note 1: Return on equity is calculated as net income for the year divided by average shareholders’ equity over each of the last four quarters.
note 2: Net debt to equity ratio is calculated as the sum of (1) long-term debt, including current portion, plus bank indebtedness, less cash and
cash held in escrow, divided by (2) shareholders’ equity.

We revised the following targets for 2010 compared to 2009:

e We revised our target for gross margin as a percentage of net revenue from between 54 and 56% in
2009 to between 54.5 and 56.5% in 2010. Our actual gross margin in 2009 was 56.3%.

e We revised our target for administrative and marketing expenses as a percentage of net revenue from
between 41.0 and 43.5% in 2009 to between 41.0 and 43.0% in 2010. Our actual administrative and
marketing expenses as a percentage of net revenue in 2009 was 41.8%, which we believe we can
sustain into 2010. Our 2009 administrative and marketing expenses were impacted by one-time costs
such as severance payments and other costs associated with the downsizing of our operations. In 2010,
we will continue to emphasize cost efficiencies and strive for improved operational effectiveness.

e We revised our target for our effective income tax rate from between 29 and 31% in 2009 to between
32.5 and 34.5% in 2010. In January 2010, we reorganized our corporate structure, which will increase
our effective tax rate in 2010 but will lead to a decrease in our effective tax rate in years thereafter. In
addition, we revised this target since we anticipate that less income will be earned in our lower tax rate
jurisdictions in 2010 compared to 2009.

Overall, fluctuations in our actual performance occur due to the particular client and project mix achieved as well
as the number of acquisitions completed in a year. Some targets, such as net debt to equity ratio, could be
impacted and potentially exceeded by completing an opportune larger acquisition that increases our debt level
above our target for a period of time.

The infrastructure and facilities design market in North America, our principal area of operation, is large and is
estimated to generate approximately US$90.0 billion in revenue annually. The North American market is diverse,
consisting of many technical disciplines, practice areas, client types, and industries in both the private and public
sectors, and is affected by alternate delivery models and opportunities arising from government stimulus
packages in Canada and the United States. Overall, we expect the outlook for professional services in our key
markets and practice areas to remain stable in the first half of 2010, compared to the last half of 2009, with a
moderate increase in the second half of 2010 supported by a variety of factors, including the material factors
described below.

Canada

The outlook for Canada in 2010 is moderate growth. The Canadian real gross domestic product (GDP) is
expected to grow by 2.7% in the year according to the Conference Board of Canada. In determining our Canadian
outlook in areas that directly impact infrastructure spending, we considered the following factors:
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Real GDP is expected to rebound more positively in Canada than in the United States. Any shock to the
projected recovery, including increased interest rates and reduced government spending, may erode
business and consumer confidence. Projections of a slower recovery for economic conditions in the
United States may also hamper the return to growth in Canada, which is already expected to be more
weighted in the second half of 2010.

The 0.25% overnight rate target conditionally committed for the first half of 2010 by the Bank of Canada
is at historic lows. Incremental increases are projected only with sustained economic recovery.

The World Bank predicts that metal prices will remain relatively stable, and the Energy Information
Administration suggests that energy prices will continue to rise gradually as the world economy
rebounds. Stable commodity prices suggest that interest in large capital projects will increase as firms
manage their spending in accordance with market risk.

The deep federal and provincial government deficits will force a rebalancing of the books, which is likely
to impact public infrastructure spending; however, the timing of these effects is uncertain.

Volatility and strength in the Canadian dollar are working to slow growth and could continue to offset
favorable developments in 2010. The Bank of Canada estimates a 2010 Canadian/US exchange rate
averaging US$0.96, a marked increase from our average exchange rate in 2009 of US$0.88.

Governments and the public continue to be conscious of environmental issues. This awareness has
numerous impacts, including increased interest in sustainable design and development, improvements to
water distribution and treatment, and reductions in the ecological footprint of industrial activity. In the
regulatory realm, the Canadian government is expected to announce policy on climate change only
when US and global approaches are clear.

Housing prices are expected to rise moderately in 2010. The Canadian Mortgage and Housing
Corporation (CMHC) also forecasts 164,900 single detached housing starts, a marked increase over the
20009 total of 75,659.

We continue to believe that the Infrastructure Stimulus Fund announced in 2009 for the construction of
infrastructure projects over the next two years (2009—10 and 2010-11) will contribute to maintaining
previous levels of work.

United States

The outlook for the United States in 2010 is a modest rebound. Uncertainty remains about the time frame and
pace of emergence from the current recession with projections from the Congressional Budget Office of a 2.1%
growth in GDP. The following factors related to infrastructure support our outlook for the year:

Housing activity in the United States is expected to increase in 2010 with the seasonally adjusted annual
rate recovering to 560,000 from 439,000 in 2009.

According to the Congressional Budget Office, the US deficit may remain close to 9.0% of GDP in 2010.
Future adjustments to reduce the deficit may impact public infrastructure spending.

Fiscal revenue pressures at the state and municipal levels along with a pronounced federal deficit may
impact public infrastructure spending. The timing of this impact is uncertain and remains linked to the
persistence of challenging economic conditions.

Environmental issues continue to be a focus for government and the public. Any changes in regulations
related to climate change are expected to create opportunities in some sectors and uncertainties in
others.
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Overall Outlook

We believe that our overall outlook for 2010 is stable with moderate growth beginning in the second half of the
year in regions and practice areas where we are a top-tier service provider. Although the difficult economic
environment of the past year appears to be slowly improving, related pressures, such as increased competition,
margin compressions, and project delays, are not expected to subside immediately. Due to the diversity of our
operations, the mixture of our clients, and the flexibility of our organization, we believe that we can continue
adapting our business to changing economic conditions and that we will emerge well positioned as the market
improves.

Outlooks for each of our practice areas for 2010 can be found in the Results section of this Management’s
Discussion and Analysis. The outlook for each practice area in 2010 ranges from stable to moderate growth for
Buildings, Environment, Transportation, and Industrial and stable for Urban Land. In establishing the outlook for
our Buildings practice area, we assume that demonstrating our capabilities in the health care sector will lead to
new opportunities. We also assume that the P3 market in Canada will remain strong and that we are well
positioned to win these projects. We developed the outlook for our Environment practice area assuming that our
expanded capabilities and critical mass in numerous regions and sectors will enable us to attract larger and
longer-term projects. In outlining our outlook for the Industrial practice area, we assume that oil, gas, and
commodity prices will either continue to increase or stabilize. We also assume a continued government and public
interest in carbon mitigation, renewable energy, and sustainable initiatives. In establishing our outlook for the
Transportation practice area, we assume that the US and Canadian stimulus packages have prevented the
deferral of projects and accelerated some construction-ready projects and that this will remain the case for 2010.
We also assume that decreasing tax revenues and increasing state deficits will impact future transportation
funding and that the future of the Safe, Accountable, Flexible, Efficient, Transportation Equity Act—A Legacy for
Users (SAFETEA-LU) will not be resolved immediately, which could contribute to funding uncertainty and project
delays. Finally, we outlined our outlook for the Urban Land practice area with the assumption that housing starts
will increase in Canada and the United States as forecast by the CMHC and National Association of Home
Builders.

Going forward, we target to achieve a long-term average annual compound growth rate for gross revenue of
15%—a target we have realized since our initial public offering in 1994. Continued growth allows us to enhance
the depth of our expertise and broaden our service offerings, provide expanded opportunities for our employees,
and lever our integrated enterprise systems. Further maximizing the critical mass of staff and maturity we have
achieved in certain practice areas and geographic regions also enables us to increase our business with key
clients and sell our services across local markets. Our ability to expand 15% annually depends on our strategic
efforts to grow organically and the availability of acquisition opportunities. We do not expect to encounter
constraints in locating available acquisition candidates considering our success to date as well as the trend in our
industry for smaller firms to join larger, more stable organizations. At any one time, we are engaged in
discussions with many firms. Since it is important to find an appropriate cultural fit and complementary services,
the acquisition process can extend over months or even years. Due to economic difficulties over the past year,
the process is currently being impacted by discrepancies between the perceived historical values of firms and
their values given their current financial performance.

In establishing our operating budgets for 2010, we assume that the Canadian dollar will remain stable compared
to the US dollar throughout the year. As well, we assume that the average interest rate will remain stable for the
first half of the year and increase incrementally in the second half. In establishing our effective income tax rate,
we assume the tax rate substantially enacted at December 31, 2009, for the countries in which we operate,
primarily Canada and the United States. We expect to support our targeted level of growth using a combination of
cash flows from operations and borrowings. Under certain market conditions, we will also consider issuing
common shares.
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CRITICAL ACCOUNTING ESTIMATES, DEVELOPMENTS, AND MEASURES

Critical Accounting Estimates

Our consolidated financial statements are prepared in accordance with Canadian GAAP, which require us to
make various estimates and assumptions. The notes to our December 31, 2009, consolidated financial
statements outline our significant accounting estimates. The accounting estimates discussed below are
considered particularly important because they require the most difficult, subjective, and complex management
judgments. However, because of the uncertainties inherent in making assumptions and estimates regarding
unknown future outcomes, future events may result in significant differences between estimates and actual
results. We believe that each of our assumptions and estimates is appropriate to the circumstances and
represents the most likely future outcome.

Unless otherwise specified in our discussion of specific critical accounting estimates, we expect no material
changes in overall financial performance and financial statement line items to arise either from reasonably likely
changes in material assumptions underlying an estimate or within a valid range of estimates from which the
recorded estimate was selected. In addition, we are not aware of trends, commitments, events, or uncertainties
that can reasonably be expected to materially affect the methodology or assumptions associated with our critical
accounting estimates, subject to items identified in the Caution Regarding Forward-Looking Statements and Risk
Factors sections of this discussion and analysis.

Revenue and Cost Recognition Estimates on Contracts. Revenue from fixed-fee and variable-fee-with-ceiling
contracts is recognized using the percentage of completion method based on the ratio of contract costs incurred
to total estimated contract costs. We believe that costs incurred are the best available measure of progress
toward completion of these contracts. Estimating total direct contract costs is subjective and requires the use of
our best judgments based on the information we have available at that point in time. Our estimate of total direct
contract costs has a direct impact on the revenue we recognize. If our current estimates of total direct contract
costs turn out to be higher or lower than our previous estimates, we will have over- or underrecognized revenue
for the previous period. We also provide for estimated losses on incomplete contracts in the period in which such
losses are determined. Changes in our estimates are reflected in the period in which they are made and would
affect our revenue and costs and estimated earnings in excess of billings.

Goodwill. Goodwill is assessed for impairment on July 1 of each fiscal year. In addition to completing our annual
test, we regularly evaluate whether events and circumstances have occurred between annual tests that may
indicate a possible impairment of goodwill.

Goodwill impairment testing is a two-step process. In the first step, to evaluate whether there is an impairment of
goodwill, we calculate the estimated fair value of our reporting units using a methodology that considers market
information and projections of our after-tax cash flows, referred to as the income approach. If we determine that
the estimated fair value of a reporting unit is less than its carrying value, goodwill is potentially impaired and step
two of the impairment test is performed. In step two, we compare the estimated fair value of the goodwill of our
reporting units to their carrying value. We calculate this impairment by considering the cash flows and the fair
values of the net tangible and intangible assets. Our reporting units are defined as Canada West, Canada East,
US West, and US East. Our reporting units are determined based on the way management organizes the
Company for making operating decisions and assessing performance. We allocate our goodwill to these
geographic areas. We do not monitor or allocate goodwill to our practice areas.

The methodology we use to test for goodwill impairment includes significant judgments and estimates, such as
assumptions for revenue growth rates, expected operating income, appropriate discount rates, and the fair values
of the net assets of our reporting units. We believe that our methodology provides us with a reasonable basis for
determining whether an impairment charge should be taken. Note 4 in our 2009 and 2008 audited consolidated
financial statements provides more detail about our goodwill impairment test.
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Due to fluctuations in the market and uncertainties arising from overall economic conditions in 2009 and 2008, our
annual impairment review resulted in an impairment charge of $35.0 million in the third quarter of 2009 and of
$53.0 million in the third quarter of 2008. These charges were allocated to our US West reporting unit in 2009 and
to our US West and US East reporting units in 2008 and are reflected as a non-cash charge to income.

If market and economic conditions deteriorate further or if continued volatility in the financial markets increases
our weighted-average cost of capital, changes cash flow multiples, or other inputs to our goodwill assessment,
our goodwill may require testing for impairment between our annual testing periods. In addition, it is reasonably
possible that changes in the numerous variables associated with the judgments, assumptions, and estimates we
made in assessing the fair value of our goodwill could cause our reporting units to be further impaired, which
would decrease our goodwill assets and increase our reported expenses. Goodwill impairment charges are non-
cash charges that could have a material adverse affect on our consolidated financial statements but would not
have any adverse effect on our liquidity, cash flows from operating activities, or debt covenants and will not have
an impact on future operations.

Provision for Doubtful Accounts. We use estimates in determining our allowance for doubtful accounts related
to trade receivables. These estimates are based on our best assessment of the collectibility of the related
receivable balance based, in part, on the age of the specific receivable balance. A provision is established when
the likelihood of collecting the account has significantly diminished. Future collections of receivables that differ
from our current estimates would affect the results of our operations in future periods as well as our accounts
receivable and general and administrative expenses.

Self-Insured Liabilities. We self-insure certain risks, including professional liability and automobile liability. The
accrual for self-insured liabilities includes estimates of the costs of reported claims and is based on estimates of
loss using our assumptions, including consideration of actuarial projections. These estimates of loss are derived
from loss history that is then subjected to actuarial techniques in the determination of the proposed liability.
Estimates of loss may vary from those used in the actuarial projections and may result in a larger loss than
estimated. Any increase in loss would be recognized in the period in which the loss is determined and would
increase our self-insured liability and reported expenses.

Income Taxes. Our income tax assets and liabilities are based on interpretations of income tax legislation across
various jurisdictions in Canada and the United States. Our effective tax rate can change from year to year based
on the mix of income among different jurisdictions, changes in tax laws in these jurisdictions, and changes in the
estimated value of future tax assets and liabilities. Our income tax expense reflects an estimate of the cash taxes
we expect to pay for the current year, as well as a provision for changes arising in the values of future tax assets
and liabilities during the year. The tax value of these assets and liabilities is impacted by factors such as
accounting estimates inherent in these balances, our expectations about future operating results, and possible
audits of our tax filings by regulatory authorities. We assess the likelihood of recovering value from future tax
assets, such as loss carryforwards, on a regular basis, as well as the future tax depreciation of capital assets, and
may establish a valuation provision. If our estimates or assumptions change from those used in our current
valuation, we may be required to recognize an adjustment in future periods that would increase or decrease our
future income tax asset or liability and increase or decrease our income tax expense.

Long-Lived Assets and Intangibles. We regularly review long-lived assets and intangible assets with finite lives
when events or changes in circumstances indicate that the carrying amount of such assets may not be fully
recoverable. The determination of recoverability is based on an estimate of undiscounted future cash flows, and
the measurement of impairment loss is based on the fair value of the asset. To determine recoverability, we
compare the estimated undiscounted future cash flows projected to be generated by these assets to their
respective carrying value. In performing this analysis, we make estimates or assumptions about factors such as
current and future contracts with clients, margins, market conditions, and the useful lives of assets.
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Based on the results of our review during 2009, we concluded that there was no impairment to intangible assets
in 2009. During 2008, we conducted our review of these assets to determine if their carrying amount was fully
recoverable. As part of the impairment review, we updated our future cash flow assumptions and estimates,
including factors such as current and future contracts with clients, margins, market conditions, and the useful lives
of assets. Based on the results of this review, we concluded that the intangible assets relating to client
relationships acquired in The Keith Companies, Inc. acquisition in 2005 were not fully recoverable and therefore
recorded a non-cash $5.4 million impairment charge to income. The remaining carrying value of these client
relationships after this impairment charge was $6.0 million at December 31, 2008.

It is reasonably possible that changes in the numerous variables associated with the judgments, assumptions,
and estimates we made in assessing the fair value of our long-lived assets and intangible assets could cause
these assets to be further impaired, which would decrease our long-lived and intangible assets and increase our
reported expenses. These impairments are non-cash charges that could have a material adverse affect on our
consolidated financial statements but would not have any adverse effect on our liquidity, cash flows from
operating activities, or debt covenants and will not have an impact on future operations.

Liabilities for Lease Exit Activities. We accrue charges when closing offices in existing operations or finalizing
plans to downsize offices in locations assumed from an acquiree upon a business acquisition. Included in these
liabilities is the present value of the remaining lease payments reduced by estimated sublease rentals that can
reasonably be obtained. These provisions are based on our estimates and reflect plans in place at the time the
liability is recorded. If actual sublease payments and rental circumstances change from our original estimate, the
liability will change, and we will be required to increase or decrease it and adjust goodwill or reported expenses,
depending on whether the adjustment relates to a liability established pursuant to an acquisition and on the timing
of the change in estimate.

Business Combinations—Purchase Price Allocation. In a business combination, we may acquire the assets
and assume certain liabilities of an acquired entity. The allocation of the purchase price for these transactions
involves judgment in determining the fair values assigned to the tangible and intangible assets (i.e., backlog and
client relationships) acquired and the liabilities assumed on the acquisition. The determination of these fair values
involves a variety of assumptions, revenue growth rates, expected operating income, discount rates, and earning
multiples. If our estimates or assumptions change prior to finalizing the purchase price allocation for a transaction,
a revision to the purchase price allocation or to the carrying value of the related assets and liabilities acquired
may impact our net income in future periods. We are currently in the process of finalizing the purchase price
allocation for Granary.

Accounting Developments
Canadian
Recently Adopted Accounting Pronouncements

Fair Value of Financial Assets and Financial Liabilities. Effective January 1, 2009, we adopted the new CICA
Emerging Issues Committee (EIC) Abstract EIC-173, "Credit Risk and the Fair Value of Financial Assets and
Financial Liabilities." EIC-173 provides further information on the determination of the fair value of financial assets
and financial liabilities under CICA Handbook Section 3855, "Financial Instruments—Recognition and
Measurement." It states that an entity's own credit and the credit risk of the counterparty should be taken into
account in determining the fair value of financial assets and financial liabilities, including derivative instruments.
EIC-173 should be applied retrospectively, without restatement of prior periods, to all financial assets and
liabilities measured at fair value. We adopted this abstract during the first quarter of the 2009 fiscal year, and this
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adoption did not have a significant effect on our financial position or on the results of our operations. We adopted
this new accounting standard retrospectively without restatement of prior periods.

Goodwill and Intangible Assets. Effective January 1, 2009, we adopted CICA Handbook Section 3064,
"Goodwill and Intangible Assets," which replaced Section 3062, "Goodwill and Other Intangible Assets," and
Section 3450, "Research and Development Costs." This pronouncement further aligns Canadian GAAP with US
GAAP and International Financial Reporting Standards (IFRS). Section 3064 establishes standards for the
recognition, measurement, presentation, and disclosure of goodwill and intangible assets subsequent to their
initial recognition. Standards concerning goodwill are unchanged from the standards included in the previous
Section 3062. The new standard also provides guidance for the recognition of internally developed intangible
assets, including assets produced from research and development activities, ensuring the consistent treatment of
all intangible assets, whether separately acquired or internally generated. We were required to adopt the new
standard retrospectively with restatement of prior figures. The adoption of this standard did not have an effect on
our financial position or on the results of our operations; however, it resulted in a retrospective reclassification of
intangible assets relating to software with a net book value of $6.6 million at December 31, 2008, from “Property
and Equipment” to “Intangible Assets.” Also, we retrospectively reclassified the depreciation of software of $3.6
million in both 2008 and 2007 from “Depreciation of Property and Equipment” to “Amortization of Intangible
Assets.”

Financial Instruments—Disclosure. Effective December 31, 2009, we adopted amendments to the CICA
Handbook Section 3862, “Financial Instruments—Disclosure.” These amendments require enhanced disclosures
of fair value measurements of financial instruments and liquidity risks. The additional disclosures of fair value
measurements include the categorization of fair value measurements into one of three levels, ranging from those
that are determined through quoted market prices in an active market to those that are based on inputs that are
not derived from observable market data. The additional disclosures of liquidity risk require greater clarification of
the risk as well as maturity analysis for derivative financial liabilities. The adoption of these amendments has not
had an effect on our financial position or on the results of our operations.

Recent Accounting Pronouncements

International Financial Reporting Standards. The CICA will transition Canadian GAAP for public entities to
IFRS for interim and annual financial statements effective for fiscal years beginning on or after January 1, 2011,
including comparative figures for the prior year. As a result, we will prepare our consolidated financial statements
in accordance with IFRS for our 2011 fiscal year beginning January 1, 2011, and include comparative figures for
our 2010 fiscal year. IFRS uses a conceptual framework similar to that used by Canadian GAAP, but there are
differences in recognition, measurement, and disclosure.

a) Project Management and Status:

We started our IFRS conversion project in 2008. This project consists of five phases: 1) preliminary planning and
scoping, 2) detailed assessment, 3) solution development, 4) implementation, and 5) post-implementation review.
We completed the preliminary planning and scoping, detailed assessment, and solution development phases and
started the implementation phase. To date, we are on target with the established timeline in our detailed work
plan. Below is a summary of the key activities, milestones, and deliverables for each phase, along with its status.

The preliminary planning and scoping phase included the establishment of a dedicated team to work on the IFRS
transition and an IFRS Advisory Committee consisting of representatives from our Financial Services, Treasury,
Internal Audit, Investor Relations, Information Technology, and Operations groups. The IFRS team provides
updates to the IFRS Advisory Committee and the Audit Committee, including reports on the progress made on
the detailed work plan. During this phase, we also completed a high-level diagnostic that identified the major
differences between Canadian GAAP and IFRS and prioritized the IFRS requirements based on their financial
reporting impact, business impact, and complexity.
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The detailed assessment phase involved the establishment of issue-specific workgroups to perform a detailed
diagnostic and select accounting policies when alternatives are available. IFRS 1, “First-Time Adoption of
International Financial Reporting Standards,” provides entities that are adopting IFRS for the first time with a
number of optional exemptions and mandatory exceptions, in certain areas, to the general requirements for full
retrospective application of IFRS. Our Audit Committee reviewed our potential choice of policies and optional
exemptions, all of which are further described below.

The solution development phase involved the formulation, documentation, and approval of solutions for the
implementation of IFRS. Considering the impacts of IFRS on our business processes, information technology,
and internal control over financial reporting was integral to this phase. Iltems that could have a major impact on
business processes and financial reporting were reviewed by the Audit Committee and are further described
below. At this point in time, we believe that there will be a minimal impact on our information technology systems
and internal control over financial reporting. During this phase, we also established a communication and training
plan and provided training to our board of directors, Audit Committee, key employees, and stakeholders. In
addition, we completed a plan for the parallel processing of 2010 financial results under IFRS.

In 2009, we started the implementation phase, which we expect to complete by the fourth quarter of 2010. In
2010, we will continue to make changes to certain processes to enable the recording of transactions under IFRS.
We will also compile IFRS-compliant information for comparative reporting purposes in 2011 and finalize our
assessment of the impact IFRS will have on our internal control over financial reporting, compensation plans, debt
covenants, key performance indicators, and budgeting and forecasting processes.

b) Accounting Policies and Statement Presentation:

Set out below are the key areas where changes in accounting policies are expected that may impact our audited
consolidated financial statements. The list, and comments, below should not be regarded as a complete list of
changes that will result from the transition to IFRS. It is intended to highlight those areas we believe to be the
most significant; however, analysis of changes to other areas were identified. The differences described below
are those existing based on Canadian GAAP and IFRS today. We continue to monitor standard developments
issued by the International Accounting Standards Board and regulatory developments issued by the Canadian
Securities Administrators, which may affect the timing, nature, or disclosure of our adoption of IFRS. Since IFRS
is expected to change prior to 2011, its impact on our audited consolidated financial statements is not reasonably
determinable at this time.

e Presentation of Financial Statements (IAS 1)

Under IAS 1, a complete set of financial statements should include a statement of financial position, a statement
of comprehensive income, a statement of changes in equity, and a statement of cash flows, accounting policies,
and explanatory notes. IAS 1 prescribes various formats and requirements for statement presentation and
disclosure. We expect the adoption of IAS 1 to result in several changes to the format of our financial statements
and in expanded note disclosure. For example, we expect to change our current consolidated statements of
shareholders’ equity and comprehensive income by moving all other comprehensive income items to new
consolidated statements of comprehensive income.

e Impairment of Assets (IAS 36)

Under IAS 36, an entity must assess at the end of each reporting period whether there is an indication that an
asset may be impaired. When there is an indication of impairment, an impairment test is required. Under IAS 36,
the impairment test for definite-lived intangible assets and long-lived assets is only one step—comparing the
recoverable amount of the asset with the carrying amount. If the carrying amount exceeds the recoverable
amount, the asset value is written down to the recoverable amount. Under Canadian GAAP, the impairment of
intangible assets with definite lives is a two-step process.
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Canadian GAAP also uses a two-step impairment testing approach for goodwill, whereas IFRS takes a one-step
approach. Under IFRS, an entity estimates the recoverable amount of the cash generating unit (CGU) or group of
CGUs that the goodwill has been allocated to and compares it with the carrying amount of the CGU(s). If the
carrying amount of the CGU(s) exceeds the recoverable amount, an impairment loss is recognized. A CGU is the
smallest group of assets that includes the asset and generates cash inflows that are largely independent of the
cash inflows from other assets or groups of assets. The recoverable amount is the higher of the fair value less
cost to sell and the value in use.

e Business Combinations (IFRS 3R)

Under IFRS 3R, postacquisition restructuring costs, such as lease exits, and acquisition-related costs, such as
advisory, legal, accounting, valuation, and other professional or consulting fees, are expensed as incurred. Under
Canadian GAAP, if certain criteria are met, many of these costs are recognized as liabilities in the purchase price
allocation and impact goodwill. Also, under IFRS 3R, an acquirer recognizes contingent consideration as part of
the consideration transferred and measures it at the acquisition-date fair value. The remeasurement of the liability
each quarter-end impacts earnings until the liability is settled. Under Canadian GAAP, contingent consideration is
recorded in goodwill when the contingency is resolved. Therefore, goodwill and net income will be impacted by
these changes.

c) IFRS 1 exemptions:

Most adjustments required on transition to IFRS will be made retrospectively against opening retained earnings
as of the date of the first comparative balance sheet presented based on standards applicable at that time. IFRS
1, “First-Time Adoption of International Financial Reporting Standards,” provides entities adopting IFRS for the
first time with a number of optional exemptions and mandatory exceptions, in certain areas, to the general
requirement for full retrospective application of IFRS. The most significant exemptions that apply to us include the
following:

e Business combinations. We expect to apply the business combinations exemption in IFRS 1 to not apply
IFRS 3R, “Business Combinations,” retrospectively to past business combinations. Accordingly, we will
not restate business combinations that took place prior to the January 1, 2010, transition date or modify
the carrying amounts arising on business combinations occurring before the transition date.

e Cumulative translation adjustment. We expect to elect to recognize all cumulative translation
adjustments (CTAs) of foreign subsidiaries into opening retained earnings as of January 1, 2010. This
will result in resetting the CTA balance in accumulated other comprehensive income to zero at January
1, 2010.

e Fair value or revaluation as deemed cost. We expect to elect to measure certain items of property, plant,
and equipment at fair value as at January 1, 2010, and to use that amount as deemed cost as at January
1, 2010.

e Share-based payments. We expect to elect not to apply IFRS 2, “Share-Based Payments,” to equity
instruments granted on or before November 7, 2002, or granted after November 7, 2002, that vested
before January 1, 2010.

Business Combinations. In January 2009, the CICA issued the new handbook Section 1582, “Business
Combinations,” effective for fiscal years beginning on or after January 1, 2011. Earlier adoption of Section 1582 is
permitted. This pronouncement further aligns Canadian GAAP with US GAAP and IFRS and changes the
accounting for business combinations in a number of areas. It establishes principles and requirements governing
how an acquiring company recognizes and measures, in its financial statements, identifiable assets acquired,
liabilities assumed, any non-controlling interest in the acquiree, and goodwill acquired. The section also
establishes disclosure requirements that will enable users of the acquiring company's financial statements to
evaluate the nature and financial effects of its business combinations. Although we are considering the impact of
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adopting this pronouncement on our consolidated financial statements in connection with our conversion to IFRS,
the impact will be limited to any future acquisitions beginning in fiscal 2011.

Consolidation and Non-Controlling Interests. In January 2009, the CICA issued the new handbook Section
1601, “Consolidated Financial Statements,” and Section 1602, “Non-Controlling Interests,” effective for fiscal
years beginning on or after January 1, 2011. Earlier adoption of these recommendations is permitted. These
pronouncements further align Canadian GAAP with US GAAP and IFRS. Sections 1601 and 1602 change the
accounting and reporting of ownership interests in subsidiaries held by parties other than the parent. Non-
controlling interests are to be presented in the consolidated statements of financial position within equity but
separate from the parent’s equity. The amount of consolidated net income attributable to the parent and to the
non-controlling interest is to be clearly identified and presented on the face of the consolidated statements of
income. In addition, these pronouncements establish standards for a change in a parent’'s ownership interest in a
subsidiary and the valuation of retained non-controlling equity investments when a subsidiary is deconsolidated.
They also establish reporting requirements for providing sufficient disclosures that clearly identify and distinguish
between the interests of the parent and the interests of the non-controlling owners. We are currently considering
the impact of adopting these pronouncements on our consolidated financial statements in fiscal 2011 in
connection with our conversion to IFRS.

United States
Recently Adopted Accounting Pronouncements

Fair Value Measurements

Effective January 1, 2009, we adopted Financial Accounting Standards Board (FASB) Statement of Financial
Accounting Standards (SFAS) No. 157, “Fair Value Measurements,” (ASC 820-10/SFAS 157) for non-financial
assets and liabilities measured at fair value on a non-recurring basis. ASC 820-10/SFAS 157 establishes a
framework for measuring fair value under US GAAP and requires additional disclosure. The standard defines a
fair value hierarchy, with the highest priority being quoted prices in active markets. Under this standard, fair value
measurements are disclosed by level within the hierarchy. This standard does not require any new fair value
measurements. The prospective adoption of this standard for non-financial assets and liabilities measured at fair
value on a non-recurring basis had no effect on our financial position or results of operations except for additional
disclosures presented in note 25 (a) (iv).

Effective January 1, 2009, we adopted FASB Staff Position (FSP) Financial Accounting Standard (FAS) 157-4,
“Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly
Decreased and Identifying Transactions That Are Not Orderly” (ASC 820-10-65-4/FSP 157-4). Based on this
guidance, if an entity determines that the level of activity for an asset or liability has significantly decreased and
that a transaction is not orderly, further analysis of transactions or quoted prices is needed, and a significant
adjustment to the transaction or quoted prices may be necessary to estimate fair value in accordance with ASC
820-10/SFAS 157. The prospective adoption of this standard had no material effect on our financial position or
results of operations.

Business Combinations

Effective January 1, 2009, we adopted SFAS 141R, “Business Combinations” (ASC 805-10/SFAS 141R). This
standard establishes principles and requirements governing how an acquiring company recognizes and measures
in its financial statements identifiable assets acquired, liabilities assumed, any non-controlling interest in the
acquiree, and goodwill acquired. The standard also establishes disclosure requirements that will enable users of
the acquiring company's financial statements to evaluate the nature and financial effects of its business
combinations. We were required to adopt this standard prospectively. The adoption of this standard had a
material impact on our financial position and results of operations under US GAAP as disclosed in note 25 (a) (i).
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Effective January 1, 2009, we adopted FASB FSP FAS 141R-1, “Accounting for Assets Acquired and Liabilities
Assumed in a Business Combination That Arise from Contingencies” (ASC 805-20/SFAS 141R-1), which amends
the provisions in ASC 805-10/SFAS 141R for the initial recognition and measurement, subsequent measurement
and accounting, and disclosure for assets and liabilities arising from contingencies in business combinations. The
amendment eliminates the distinction between contractual and non-contractual contingencies, including the initial
recognition and measurement criteria in ASC 805-10/SFAS 141R, and instead carries forward most of the
provisions in ASC 805-10/SFAS 141 for acquired contingencies. We were required to adopt this standard for
business combinations completed on or after January 1, 2009. The adoption of this standard had no material
effect on our financial position or results of operations.

Effective January 1, 2009, we adopted FASB SFAS No. 160, “Non-Controlling Interests in Consolidated Financial
Statements—An Amendment of ARB No. 51" (ASC 810-10-65/SFAS 160). This standard requires all entities to
report non-controlling interests as equity in their consolidated financial statements. The amount of consolidated
net income attributable to the parent and to the non-controlling interest is to be clearly identified and presented on
the face of the consolidated statement of income. The standard also requires that the transactions between an
entity and non-controlling interest be treated as equity transactions. The standard is to be applied prospectively
except for the presentation and disclosure requirements; however, we did not have non-controlling interests prior
to 2009. The adoption of this standard had an impact on the presentation of our financial statements as disclosed
in note 25 (a) (i) but had no effect on our financial position or results of operations.

Other

Effective January 1, 2009, we adopted FASB SFAS No. 161, “Disclosures about Derivative Instruments and
Hedging Activities—An Amendment of FASB Statement No. 133" (ASC 815-10-65/SFAS 161). This standard
applies to all derivative instruments and related hedged items accounted for under SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities” (ASC 815-10/SFAS 133). ASC 815-10-65/SFAS 161 requires
entities to provide greater transparency about how and why they use derivative instruments, how they account for
derivative instruments and related hedged items under ASC 815-10/SFAS 133, and how derivative instruments
and related hedged items affect their financial position, results of operations, and cash flows. The prospective
adoption of this standard had no impact on our financial position or results of operations but required additional
disclosure as presented in note 25 (a) (v).

Effective January 1, 2009, we adopted EITF Issue No. 08-6, “Equity Method Investment Considerations” (ASC
323-10/EITF 08-6), which clarifies the accounting for certain transactions and impairment considerations involving
equity method investments. The statement addresses issues such as how to determine the initial carrying value
of an equity method investment, how to account for any subsequent purchases and sales of additional ownership
interests, and whether the investor must separately assess its underlying share of the investee's indefinite-lived
intangible assets for impairment. The prospective adoption of this standard had no effect on our financial position
or results of operations.

Effective January 1, 2009, we adopted EITF Issue No. 08-7, “Accounting for Defensive Intangible Assets” (ASC
350-30/EITF 08-7). ASC 350-30/EITF 08-7 applies to defensive intangible assets, which are acquired intangible
assets that the acquirer does not intend to actively use but to hold to prevent its competitors from obtaining
access to them. Because these assets are identifiable separately, ASC 350-30/EITF 08-7 requires an acquiring
entity to account for them as separate units of accounting. Defensive intangible assets must be recognized at fair
value. The prospective adoption of this standard had no material effect on our financial position or results of
operations.

Effective January 1, 2009, we adopted FASB FSP SFAS No. 115-2 and FAS 124-2, “Recognition and
Presentation of Other than Temporary Impairments” (ASC 320-10-65/FSP 115-2 and 124-2). This standard
changes existing guidance for determining whether an impairment of debt securities is other than temporary. The
standard requires that an entity record an other than temporary impairment when it is more likely than not that the
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entity will sell or be required to sell a debt security before anticipated recovery of the cost basis. The other than
temporary impairment must be separated into the amount that represents the decrease in cash flow expected to
be collected from a security (referred to as a credit loss) and the amount related to other factors (referred to as
non-credit losses). The entity will recognize only the credit loss of an other than temporary impairment of a debt
security in earnings and the non-credit portion in other comprehensive income. When adopting this standard, an
entity is required to record a cumulative effect adjustment as of the beginning of the period of adoption to
reclassify the non-credit loss component of a previously recognized other than temporary impairment from
retained earnings to accumulated other comprehensive income. The prospective adoption of this standard had no
material effect on our financial position or results of operations.

Effective January 1, 2009, we adopted SFAS No. 165, “Subsequent Events” (ASC 855-10/SFAS 165). ASC 855-
10/SFAS 165 provides rules on the recognition and disclosure for events and transactions occurring after the
balance sheet date but before the financial statements are issued or available to be issued. The prospective
adoption of this standard had no effect on our financial position or results of operations other than disclosure of
the date through which subsequent events have been evaluated.

Effective September 30, 2009, we adopted FASB SFAS No. 168, "The FASB Accounting Standards Codification
and the Hierarchy of Generally Accepted Accounting Principles—A Replacement of FASB Statement No. 162"
(ASC 105-10/SFAS 168). The FASB Accounting Standards Codification is the source of authoritative GAAP that
is recognized by the FASB to be applied by non-governmental entities. The rules and interpretive releases of the
SEC under authority of federal securities laws are also sources of authoritative GAAP for SEC registrants.
Although it is not intended to change GAAP, the codification significantly changes the way in which the
accounting literature is organized. The adoption of the codification did not have an effect on our financial position
or results of operations. However, because the codification completely replaced existing standards, its adoption
affected the way we reference GAAP in our consolidated financial statements and accounting policies.

Effective September 30, 2009, we adopted FASB Accounting Standards Update (ASU) No. 2009-06,
“Implementation Guidance on Accounting for Uncertainty in Income Taxes and Disclosure Amendments for
Nonpublic Entities” (ASU 2009-06). This ASU provides additional implementation guidance on accounting for
uncertainty in income taxes. The adoption of ASU 2009-06 did not have a material impact on our financial position
or results of operations.

Effective December 31, 2009, we adopted FASB ASU No. 2010-02, “Consolidation (Topic 810): Accounting and
Reporting for Decreases in Ownership of a Subsidiary” (ASU 2010-02). This ASU addresses implementation
issues related to the changes in ownership provisions outlined in “Consolidation—Overall Subtopic” (Subtopic
810-10), which was originally issued as FASB Statement No. 160, “Non-Controlling Interests in Consolidated
Financial Statements.” ASU 2010-02 also improves the disclosures for fair value measurements relating to
retained investments in a deconsolidated subsidiary or a preexisting interest held by an acquirer in a business
combination. The Company adopted ASU 2010-02 effective January 1, 2009, and this adoption did not have an
impact on our financial position or results of operations.

Recent Accounting Pronouncements

In June 2009, the FASB issued SFAS No. 167, “Amendments to FASB Interpretation No. 46(R)” (ASC 810-
10/SFAS 167), which changes how to determine when an entity that is insufficiently capitalized or is not controlled
through voting (or similar rights) should be consolidated. Under ASC 810-10/SFAS 167, determining whether a
company is required to consolidate an entity will be based on, among other things, the entity’s purpose and
design and the company’s ability to direct those activities of the entity that most significantly impact the entity’s
economic performance. ASC 810-10/SFAS No. 167 is effective for fiscal years, and interim reporting periods
within those fiscal years, beginning after November 15, 2009, and will be adopted by us in fiscal 2010. We are
currently considering the impact of adopting ASC 810-10/SFAS 167 on our consolidated financial statements and
cannot reasonably estimate the effect at this time.
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In December 2009, the FASB issued ASU No. 2009-17, “Consolidations (Topic 810)—Improvements to Financial
Reporting by Enterprises Involved with Variable Interest Entities” (ASU 2009-17), which codifies FASB Statement
No. 167, “Amendments to FASB Interpretation No. 46(R).” This ASU represents a revision to former FASB
Interpretation No. 46 (Revised December 2003), “Consolidation of Variable Interest Entities,” and changes how a
reporting entity determines when an entity that is insufficiently capitalized or is not controlled through voting (or
similar rights) should be consolidated. The determination of whether a reporting entity is required to consolidate
another entity is based on the other entity’s purpose and design and the reporting entity’s ability to direct those
activities of the other entity that most significantly impact the other entity’s economic performance. ASU 2009-17
also requires additional disclosures about a reporting entity’s involvement in variable interest entities. This
guidance is effective for our consolidated financial statements beginning January 1, 2010. Early application is not
permitted. We are currently considering the impact of adopting ASU 2009-17 on our consolidated financial
statements and cannot reasonably estimate the effect at this time.

In January 2010, the FASB issued ASU No. 2010-05, “Compensation—Stock Compensation (Topic 718):
Escrowed Share Arrangements and the Presumption of Compensation” (ASU 2010-05). This ASU codifies EITF
Topic D-110, “Escrowed Share Arrangements and the Presumption of Compensation.” ASU 2010-05 states that
when evaluating whether a presumption of compensation has been overcome, an entity should consider the
substance of the arrangement, including whether it was entered into for purposes unrelated to, and not contingent
upon, continued employment. The ASU is effective immediately upon being issued. We are currently considering
the impact of adopting 2010-05 on our consolidated financial statements and cannot reasonably estimate the
effect at this time.

In January 2010, the FASB issued ASU No. 2010-06, "Fair Value Measurements and Disclosures (Topic 820):
Improving Disclosures about Fair Value Measurements" (ASU 2010-06). This ASU requires new disclosures for
transfers in and out of levels 1 and 2 of fair value measurement categories and a description of the reasons for
the transfers. This requirement is effective for our 2010 fiscal year. ASU 2010-06 also requires a separate
presentation of information about purchases, sales, issuances, and settlements in the reconciliation for fair value
measurements using significant unobservable inputs (level 3). This requirement is effective for us in our 2011
fiscal year. The adoption of ASU 2010-06 is not expected to have a material impact on our consolidated financial
statements with the exception of additional disclosures.

Materiality

We determine whether or not information is “material” based on whether we believe that a reasonable investor's
decision to buy, sell, or hold securities in our Company would likely be influenced or changed if the information
were omitted or misstated.

Definition of Non-GAAP Measures

This Management’s Discussion and Analysis includes references to and uses terms that are not specifically
defined in the CICA Handbook and do not have any standardized meaning prescribed by Canadian GAAP. These
non-GAAP measures may not be comparable to similar measures presented by other companies. We believe that
these measures are useful for providing investors with additional information to assist them in understanding
components of our financial results.

Working Capital. We use working capital as a measure for assessing our overall liquidity. Working capital is
calculated by subtracting current liabilities from current assets. There is no directly comparable GAAP measure
for working capital.

Current Ratio. We also use current ratio as a measure for assessing our overall liquidity. Current ratio is
calculated by dividing current assets by current liabilities. There is no directly comparable GAAP measure for
current ratio.
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Net Debt to Equity Ratio. As part of our overall assessment of our financial condition, we monitor our net debt to
equity ratio to ensure that it is maintained within our established range. Our net debt to equity ratio is calculated
as long-term debt plus the current portion of long-term debt plus bank indebtedness less cash and cash held in
escrow, all divided by shareholders’ equity. There is no directly comparable GAAP measure for net debt to equity
ratio.

Gross Revenue and Net Revenue. Our Company provides knowledge-based solutions for infrastructure and
facilities projects through value-added professional services principally under fee-for-service agreements with
clients. In the course of providing services, we incur certain direct costs for subconsultants, equipment, and other
expenditures that are recoverable directly from our clients. The revenue associated with these direct costs is
included in our gross revenue. Since such direct costs and their associated revenue can vary significantly from
contract to contract, changes in our gross revenue may not be indicative of our revenue trends. Accordingly, we
also report net revenue, which is gross revenue less subconsultant and other direct expenses, and analyze our
results in relation to net revenue rather than to gross revenue. The most directly comparable measure in
accordance with GAAP for gross revenue is revenue. There is no directly comparable GAAP measure for net
revenue.

Gross Margin. We monitor our gross margin percentage levels to ensure that they are within an established
acceptable range for the profitability of our operations. Gross margin is calculated as the difference of net revenue
minus direct payroll costs. Direct payroll costs include the cost of salaries and related fringe benefits for labor
hours that are directly associated with the completion of projects. Labor costs and related fringe benefits for labor
hours that are not directly associated with the completion of projects are included in administrative and marketing
expenses. There is no directly comparable GAAP measure for gross margin.

Return on Equity Ratio. As part of our overall assessment of value added for shareholders, we monitor our
return on equity ratio. Return on equity is calculated as net income for the last four quarters divided by the
average shareholders’ equity over each of the last four quarters. There is no directly comparable GAAP measure
for return on equity ratio.

EBITDA. EBITDA represents earnings before interest expense, income taxes, depreciation, and amortization.
This measure is referenced in our credit facility as part of our debt covenants, and we use it as part of our overall
assessment of our profitability. It is defined as net income for such period, plus all amounts deducted in the
calculation thereof on account of interest expense, income taxes, depreciation, amortization, goodwill impairment,
or any minority interest. There is no directly comparable GAAP measure for EBITDA.

EBITDAR. This measure is referenced in our credit facility as part of our debt covenants. It is defined in the credit
facility as an amount equal to EBITDA plus building rental obligations net of common area costs, taxes, charges,
and levies. There is no directly comparable GAAP measure for EBITDAR.

EBITDAR to Debt Service Ratio. This ratio is referenced in our credit facility agreement as part of our debt
covenants. It is defined in the credit facility as EBITDAR divided by permanent principal and interest payments in
respect of the debt plus building rental obligations net of common area costs, taxes, charges, and levies. There is
no directly comparable GAAP measure for EBITDAR to debt service ratio.

Backlog. As part of our assessment of our financial condition, we monitor our backlog. We define backlog as the
total value of secured work that has not yet been completed that a) is assessed by management as having a high
certainty of being performed by either the existence of an executed contract or work order specifying the job
scope, value, and timing or b) has been awarded to us through an executed binding or non-binding letter of intent
or agreement describing the general job scope, value, and timing. Management must be reasonably assured that
the letter of intent or agreement will be finalized in the form of a formal contract. Backlog is not a recognized
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performance measure under Canadian GAAP and does not have any standardized meaning prescribed by
Canadian GAAP. We believe that backlog is a useful means of projecting activity in future periods. There is no
directly comparable GAAP measure for backlog.

RISK FACTORS

The following factors, among others, could cause our actual results to differ materially from those projected in our
forward-looking statements:

e Global capital market activities

e Fluctuations in interest rates or currency values

e The effects of war or terrorist activities

e The effects of disease or illness on local, national, or international economies

e The effects of disruptions to public infrastructure such as transportation or communications
e Disruptions in power or water supply

e Industry or worldwide economic or political conditions

e Regulatory or statutory developments

e The effects of competition in the geographic or business areas in which we operate
e The actions of management

e Technological changes

Investors and the public should carefully consider these factors, other uncertainties, and potential events as well
as the inherent uncertainty of forward-looking statements when relying on our forward-looking statements to make
decisions with respect to Stantec. Except as may be required by law, we do not undertake to update any forward-
looking statement, whether written or verbal, that may be made from time to time by the organization or on its
behalf.

Like all professional services firms in the infrastructure and facilities industry, we are exposed to a number of risks
in carrying out the day-to-day activities of our operations, including market factors and factors arising from growth
and acquisition activities. These factors are listed below in order of seriousness—a combination of the impact on
our Company and the probability of occurrence. These risk factors include the following:

Economic downturns could have a negative impact on our business since our clients may curtail
investment in infrastructure projects or may experience difficulty in paying for services performed.

Demand for the services we offer has been, and is expected to continue to be, subject to significant fluctuations
due to a variety of factors beyond our control, including economic conditions. During economic downturns, the
ability of both private and government entities to make expenditures may decline significantly, which could have a
material adverse effect on our revenue and profitability. We cannot be certain that economic or political conditions
will generally be favorable or that there will not be significant fluctuations that adversely affect our industry as a
whole or the key markets we target.

The professional consulting services industry is highly competitive, which could have a negative impact
on our profit margins and market share.

The markets we serve are highly competitive, and we have numerous competitors for the services we offer. The
principal competitive factors include reputation, experience, breadth and quality of services, technical proficiency,
local offices, competitive total project fees, and service delivery. The number and identity of competitors vary
widely with the type of service we provide. For small- to medium-sized projects, we compete with many
engineering, architecture, and other professional consulting firms. For larger projects, there are fewer but still
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many competitors, and many of these competitors have greater financial and other resources than we do.
Although we compete with other large private and public companies in certain geographic locations, our primary
competitors are small and midsized, privately held regional firms in the United States and Canada. Generally,
competition places downward pressure on our contract prices and profit margins. However, such impact is difficult
to quantify. Intense competition is expected to continue in these markets, presenting significant challenges to our
ability to maintain strong growth rates and acceptable profit margins. If we are unable to meet these competitive
challenges, we could lose market share to our competitors and experience an overall reduction in our profits. We
may not be able to compete successfully with such competitors, and such competition could cause us to lose
customers, increase expenditures, or reduce pricing, any of which could have a material adverse effect on our
earnings and stock price.

The nature of our business exposes us to potential liability claims and contract disputes, which may
reduce our profits.

Our operations are subject to the risk of third-party claims in the normal course of business, some of which may
be substantial. We have been and may in the future be named as a defendant in legal proceedings where parties
may make a claim for damages or other remedies with respect to our projects or other matters. Any litigation
resulting from our business operations could distract management’s attention from normal business operations,
divert financial resources to the defense of such claims, or result in significant attorney fees and damage awards
for which we may not be fully insured and which could harm our reputation. Any of these circumstances could
adversely affect our profitability.

Our backlog is subject to unexpected adjustments and cancellations and is, therefore, an uncertain
indicator of our future earnings.

As of December 31, 2009, our backlog was $948 million. However, the revenue projected in our backlog is
determined by the judgment of management and may not be realized or, if realized, may not result in profits.
Projects may remain in our backlog for an extended period of time. In addition, project cancellations or scope
adjustments may occur from time to time with respect to contracts reflected in our backlog. Backlog reductions
can adversely affect the revenue and profit we actually receive from contracts reflected in our backlog. Future
project cancellations and scope adjustments could further reduce the dollar amount of our backlog and the
revenue and profits we actually receive. Finally, poor project or contract performance could also impact our
profits.

Changing markets may offer opportunities to provide services through alternate models. Failure to
respond to these market demands may result in lost revenues.

There may be instances when opportunities to provide services through models other than the fee-for-service
business, for example, P3s, arise due to changing markets. Failure to respond to these market demands may
result in clients awarding projects to our competitors, resulting in lost revenues.

We derive significant revenue from contracts with government agencies. Any disruption in government
funding or in our relationship with those agencies could adversely affect our business.

The demand for our services is related to the level of government funding that is allocated for rebuilding,
improving, and expanding infrastructure systems. We derive a significant amount of our revenue from government
or government-funded projects and expect to continue to do so in the future. Between 30 and 57% of our gross
revenue during the years ended December 31, 2007, through December 31, 2009, was derived from government
or government-funded projects. Significant changes in the level of government funding could have an unfavorable
impact on our business, financial position, results of operations, and cash flows.
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We believe that the success and further development of our business depends, in part, on the continued funding
of these government programs and on our ability to participate in these programs. However, governments may
not have available resources to fund these programs or may not fund these programs even if they have available
financial resources. Some of these government contracts are subject to renewal or extensions annually, so we
cannot be assured of our continued work under these contracts in the future. In addition, government agencies
can terminate these contracts at their convenience. We may incur costs in connection with the termination of
these contracts and suffer a loss of business. Contracts with government agencies are sometimes subject to
substantial regulation and audit of the actual costs incurred. Consequently, there may be a downward adjustment
to our revenue if accrued recoverable costs exceed actual recoverable costs.

Interruption to our systems and network infrastructure could adversely impact our ability to operate.

We rely heavily on computer information, communications technology, and related systems in order to operate
properly. If we are unable to continually add software and hardware, effectively upgrade our systems and network
infrastructure, and take other steps to improve the efficiency of and protect our systems, our systems operation
could be interrupted or delayed. In addition, our computer and communications systems and operations could be
damaged or interrupted by natural disasters, telecommunications failures, acts of war or terrorism, computer
viruses, physical or electronic security breaches, or similar events or disruptions. Any of these or other events
could cause system interruptions, delays, and loss of critical data; could delay or prevent operations; and may
adversely affect our operating results.

We bear the risk of cost overruns in a significant number of our contracts. We may experience reduced
profits or, in some cases, losses under these contracts if costs increase above our estimates.

We conduct our business under various types of contractual arrangements, most of which are fee-for-service
agreements. However, approximately 70% of the dollar value of our contracts in 2009 was based on a fixed-fee or
time-and-materials contract with a ceiling on the maximum costs to the client. Under fixed-fee contracts, we
perform services at a stipulated price. Under time-and-materials contracts with not-to-exceed provisions, we are
reimbursed for the number of labor hours expended at an established hourly rate plus the cost of materials
incurred subject, however, to a stated maximum dollar amount for the services to be provided. In both of these
types of contracts, we agree to provide services based on our estimate of the costs a particular project will
involve. These estimates are established in part on cost and scheduling projections, which may prove to be
inaccurate, or circumstances may arise, such as unanticipated technical problems, weaknesses in project
management, difficulties in obtaining permits or approvals, changes in local laws, or delays beyond our ability to
control, that make our projections inaccurate. The underestimation of costs for these types of contracts may
cause us to incur losses or result in a project not being as profitable as we expect. In addition, projects that are
not completed on schedule further reduce profitability because our staff must continue to work on them longer
than anticipated, which may prevent staff from pursuing and working on new projects. Projects that are over
budget or not on schedule may also lead to client dissatisfaction.

Uncertainties associated with an acquisition may cause a loss of employees.

The ability to attract and retain trained professionals is one of the key drivers of our business and results.
Therefore, the success of an acquisition depends in part on our ability to retain key employees of the acquired
firm. Competition for qualified staff can be very intense. In addition, key employees may depart because of issues
relating to the uncertainty and difficulty of the completion of the acquisition or integration or a desire not to remain
with the combined company. Accordingly, we may be unable to retain key employees to the same extent that we
were able to do so in the past.
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We may be unsuccessful in our goal to increase the size and profitability of our operations, which could
lead to a reduction in our market share and competitiveness as our industry consolidates.

We may not be able to locate suitable acquisitions or to consummate any such transactions on terms and
conditions that are acceptable to us. As the professional services industry consolidates, suitable acquisition
candidates are expected to become more difficult to locate and may only be available at prices or under terms
that are less favorable than in the past. In addition, some of our competitors are much larger than us, have
greater financial resources, and can better afford to pay a premium for potential acquisition candidates. If we are
unable to effectively compete for or locate suitable acquisitions, our business will not grow in the manner we
expect, and we will have difficulty achieving our growth plan.

We may experience difficulties in integrating an acquired entity’s business into our existing operations
and so may not realize the anticipated benefits of the acquisition.

Our rationale for acquiring a firm is, in part, predicated on our ability to leverage the combined strengths of the
two companies to increase our opportunities and grow our revenue. Integrating an acquired firm’s operations and
staff into our own is a complex endeavor, and we may not be able to complete the process rapidly or without
encountering difficulties. Successful integration requires, among other things, the assimilation of the firm’s
professional services, sales and marketing operations, and information and software systems as well as the
coordination of employee retention and hiring and training operations. The diversion of management’s attention to
the integration effort and any difficulties encountered in combining operations could adversely affect the combined
company'’s business and prevent it from realizing the anticipated improvement in professional service offerings,
market penetration, and geographic presence that formed the foundation for the acquisition.

To attain our goal of increasing the size and profitability of our operations, we may pursue and invest in
business opportunities outside North America. Unfamiliarity with markets and political environments may
impair our ability to grow our international revenues.

Because of our international expansion strategy, we are now and will be increasingly subject in the future to
additional risks, including risks related to complying with a wide variety of national and local laws, the difficulties
and costs of staffing and managing international operations, changes in regulatory requirements, changes in
exchange rates, multiple and possibly overlapping tax structures, and political and economic instability. In
addition, we may face competition in other countries from companies that may have more experience with
operations in such countries or with international operations generally.

Goodwill and intangible assets acquired from our acquisitions represent substantial portions of our total
assets. If our acquired businesses do not perform as expected, we may be required to write down the
value of our goodwill and intangible assets, which could have a material adverse effect on our earnings.

Goodwill and intangible assets represent approximately 47% of our total assets. When we acquire a consulting
business, a significant portion of the purchase price for the acquisition is generally allocated to goodwill and
identifiable intangible assets. The amount of the purchase price allocated to goodwill is determined by the excess
of the purchase price paid by us to acquire the consulting business over the fair value of the net identifiable
assets acquired. Canadian and US accounting rules require us to perform an annual impairment test of our
goodwill and intangible assets. A deterioration in the operating results of such acquired businesses or the failure
of these businesses to meet our expectations may adversely affect the carrying value of our goodwill and
intangible assets and could result in an impairment of the goodwill associated with such businesses. As part of
our annual review of goodwill for impairment, we consider the actual performance of each of our reporting units
compared to our expectations and update our future expectations for such reporting units. An impairment of
goodwill would be recorded as a charge in our income statement, which could have a material effect on our
earnings.
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One of our primary competitive advantages is our reputation. If our reputation is damaged due to client
dissatisfaction, our ability to win additional business may be materially damaged.

Although we serve many diverse clients and are not dependent on any one client or group of clients to sustain our
business, our reputation for delivering effective and efficient solutions for complex projects is one of our most
valuable business development assets. The loss of this reputation due to client dissatisfaction represents a
significant risk to our ability to win additional business both from existing clients and from those with whom we
may have dealings in the future.

Our employees may face environmental, health, and safety risks and hazards in the workplace resulting
in injury or lost time.

Our Health, Safety & Environment program is aimed at reducing risks to people, the environment, and our
business; however, our employees are subject to environmental, health, and safety risks in the course of their
employment. A number of these risks could result in personal injury, loss of life, or environmental and other
damage to our property or the property of others. Alternatively, we could be exposed to civil and/or statutory
liability to employees arising from injuries or deaths because of inadequate health and safety policies and
practices. We cannot fully protect against all these risks, nor are all these risks insurable. We may become liable
for damages arising from these events against which we cannot insure or against which we may elect not to
insure because of high premium costs or other reasons. As well, we risk incurring additional costs on projects that
have sustained environmental, health, and safety hazards because they may require additional time to complete
or because employee time may be lost due to injury.

We could be exposed to civil and/or statutory liability to employees arising from injuries or deaths
because of inadequate health and safety policies and procedures.

Although we maintain a Health, Safety & Environment program that assists employees in identifying hazards and
risks in the workplace, if our policies are not current or periodically reviewed and understood by our employees in
light of the projects we are working on with our clients, we run the risk that injuries or deaths may occur, resulting
in potential liability in either, or both, the civil or statutory context.

Because we report our results in Canadian dollars and a substantial portion of our revenue and expenses
is recorded in US dollars, our results are subject to currency exchange risk.

Although we report our financial results in Canadian dollars, a substantial portion of our revenue and expenses is
generated or incurred in US dollars. For the purposes of financial reporting under Canadian GAAP measures,
revenue and expenses denominated in foreign currencies are translated into Canadian dollars at the average
exchange rates prevailing during the year. We expect to continue to report our financial results in Canadian
dollars in accordance with Canadian GAAP measures. Therefore, if the Canadian dollar were to strengthen
relative to the US dollar and other currencies, the amount of net income from our non-Canadian-dollar-
denominated business could decrease, which could have a material adverse effect on our business, financial
condition, and results of operations.

The value of the Canadian dollar relative to the US dollar is subject to volatility. For example, the average
exchange rates for the years ended December 31, 2009; December 31, 2008; and December 31, 2007,

for C$1.00 were US$0.88, US$0.94, and US$0.93, respectively. Furthermore, this volatility may continue in the
future, and, as discussed above, increases in the strength of the Canadian dollar relative to the US dollar may
have a negative impact on the results of our operations.
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From time to time, we enter into forward contracts to manage risk associated with net operating assets outside
our US operations denominated in US dollars (other than with respect to net operating assets that are owned by
US subsidiaries). These derivative contracts, which are not accounted for as hedges, are marked to market, and
any changes in the market value are recorded in income or expense when they occur. Consequently, we may not
benefit from any weakening of the Canadian dollar relative to the US dollar.

Increasing awareness of environmental factors may result in the cancellation of major projects by key
clients and thus adversely affect our profitability.

As part of increasing awareness of global climate change, some experts have suggested that companies involved
in industries that impact the environment may be subject to litigation from governments, shareholders, or
environmental activists. The cancellation of major projects due to environmental concerns or significant
environmental litigation impacting key clients could affect our future results.

At any given time, a significant portion of our revenue may be derived from a specific geographic region,
industry, or sector. Consequently, our business could suffer materially if there were a downturn in that
geographic region, industry, or sector.

Our three-dimensional business model mitigates risk by diversifying our operations across several geographic
regions, practice areas, and all phases of the infrastructure and facilities project life cycle. If at any given time, a
significant portion of our revenue is derived from a specific geographic region, industry, or sector, our business
may be impacted by a number of factors, which may include the following:

e Changes in employment levels and other general economic conditions

e Changes in interest rates and in the availability, cost, and terms of financing

e The impact of present or future environmental, zoning, or other laws and regulations
e Changes in real estate tax rates and assessments and other operating expenses

e Changes in levels of government infrastructure spending and fiscal policies

e Natural or human-made disasters and other factors that are beyond our control

If we are unable to adjust our workforce or service mix to a downturn in a geographic region, industry, or sector in
a timely manner, it could have a material adverse effect on our overall business, including the results of our
operations and liquidity.

If we are unable to manage our growth effectively, we may experience a decline in our revenue and
profitability.

We have grown rapidly in the last few years, and we intend to pursue further growth through acquisitions and
internal hiring as part of our business strategy. However, there is a risk that we may not be able to manage our
growth effectively and efficiently. Our inability to manage our growth could cause us to incur unforeseen costs,
time delays, or other negative impacts, any of which could cause a decline in our revenue and profitability. Our
rapid growth has presented, and will continue to present, numerous administrative and operational challenges,
including the management of an expanding array of engineering and consulting services, the assimilation of
financial reporting systems, increased pressure on our senior management, and increased demand on our
systems and internal controls. Furthermore, as we expand our service offerings and geographic presence, we
may not be able to maintain the current quality of our services.

We may also encounter difficulties in integrating acquisitions that we do make. Acquired businesses may not be
profitable, because we may not be successful in generating the same level of operating performance that an
acquired company experienced prior to its acquisition. As well, we may not be able to maintain our reputation in
an acquired company’s geographic or service areas, which may negatively impact our ability to attract and retain
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clients in these or other areas. Any of these integration issues could divert management’s attention from other
business activities and impact our ability to grow our business effectively.

From time to time, we have pursued and may continue to pursue and invest in business opportunities
that are not directly within our core competencies. These new business opportunities may require a
disproportionate amount of management’s time to develop profitably and may not perform as expected.

Acquisitions may bring us into businesses that we have not previously conducted and expose us to additional
business risks that are different from those we have traditionally experienced. Consequently, we may depend in
part on the knowledge and expertise of the professional service providers and management teams that we
acquire in order to make these business opportunities profitable. New business opportunities frequently bring a
learning curve that may require substantial management time and changes to our business systems, which may
create a distraction from our day-to-day business operations. If these business opportunities do not perform as
anticipated or are not profitable, our earnings during periods of greater learning may be materially adversely
affected, and we may experience a partial or complete loss of our investment.

If we experience delays and/or defaults in customer payments, we could suffer liquidity problems or be
unable to recover our expenditures.

Because of the nature of our contracts, at times we commit resources to projects prior to receiving payments from
the customer in amounts sufficient to cover expenditures as they are incurred. Delays in customer payments may
require us to make a working capital investment. If a customer defaults in making payments on a project to which
we have devoted significant resources, it could have a material negative effect on our liquidity as well as on the
results of our operations. In our experience, clients who withhold payment are more likely to bring claims against
us and have a higher tendency toward dissatisfaction with the services we provide.

We may have difficulty in attracting and retaining qualified staff, which may affect our reputation in the
marketplace and restrict our ability to implement our business strategy.

We derive our revenue almost exclusively from services performed by our employees. Consequently, one of the
key drivers of our business is our ability to attract and retain qualified staff. However, we may not be able to
attract and retain the desired number of qualified staff over the short or long term. There is significant competition
for staff with the skills necessary for providing our services from major and boutique consulting, engineering,
public agency, research, and other professional services firms. Our inability to attract and retain qualified staff
could impede our ability to secure and complete engagements, in which event we may lose market share and our
revenue and profits could decline. In addition, if our employees were to leave our Company and become
competitors of ours, we could lose other employees and some of our existing clients who have formed
relationships with such former employees. We could also lose future clients to a former employee as a new
competitor. In either event, we could lose clients and revenue, and our profitability could decline.

We may be unable to secure the additional capital required to fund our acquisition strategy, which could
lead to a reduction in our market share and competitiveness.

In order to fund future acquisitions, we will need access to substantial amounts of capital. However, we may be
unable to obtain the necessary capital to finance a successful acquisition program while meeting our other cash
needs. If we are unable to obtain additional capital on acceptable terms, we may be required to reduce the scope
of our anticipated expansion, which may negatively affect our future competitiveness and results of operations.

Using internally generated cash or taking on debt to complete acquisitions could substantially limit our operational
and financial flexibility. The extent to which we will be able or willing to use our common shares for acquisitions
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will depend on the market value of our shares from time to time and the willingness of potential sellers to accept
our shares as full or partial payment.

If we need to sell or issue additional common shares and/or incur additional debt to finance future
acquisitions, our share ownership could be diluted and the results of our operations could be adversely
affected.

Our business strategy is to expand into new markets and enhance our position in existing markets through
internal growth and through the acquisition of complementary businesses. In order to successfully complete
targeted acquisitions or to fund our other activities, we may issue additional equity securities that could dilute
share ownership. We may also incur additional debt if we acquire another company, and this could increase our
debt repayment obligations, which could have a negative impact on our future liquidity and profitability.

As mentioned previously, we currently have a $300 million credit facility. However, we have no assurance that
debt financing will continue to be available from our current lenders or other financial institutions on similar terms.

Adverse weather conditions and natural or other disasters may delay or eliminate net revenue that
otherwise would have been realized and thus adversely affect our profitability.

Our field activities are generally performed outdoors and may include professional surveying, resident
engineering services, field data surveys and collection, archeology, geotechnical investigations and exploratory
drilling, construction oversight and inspection, plant start-up and testing, and plant operations. Extreme weather
conditions and natural or other disasters, such as earthquakes, fires, floods, influenza pandemics, and similar
events, may cause postponements in the initiation and/or completion of our field activities and may hinder the
ability of our office employees to arrive at work, which may result in a delay or elimination of revenue that
otherwise would be recognized while certain costs continue to be incurred. Adverse weather conditions or
disasters may also delay or eliminate the start and/or completion of various phases of work relating to other
engineering services that commence concurrent with or subsequent to our field activities. Any delay in the
completion of our services may require us to incur additional non-compensable costs, including overtime work,
that are necessary to meet our clients’ schedules. Due to various factors, a delay in the commencement or
completion of a project may also result in the cancellation of contracts, adversely affecting our net revenue and
profitability.

Our share price could be adversely affected if alarge number of our common shares are offered for sale
or sold.

There may be instances in which we negotiate an acquisition where the consideration for the purchase may
include Stantec shares. In the event that the acquired entity’s shareholders subsequently decide to dispose of
Stantec shares following the acquisition, there could be a large supply of our common shares on the market. If the
supply of our common shares is significantly greater than the associated demand, the market price of our
common shares may significantly decline and may not recover.

Our share price has historically been subject to volatility. Accordingly, the price of our common shares
may decrease in the future due to a number of Company- and industry-specific or general economic
factors.

Our share price has experienced volatility in the past and will likely be volatile in the future. For example, the
intraday high and low prices for our common shares on the TSX and New York Stock Exchange (NYSE) during
the 52 weeks ended December 31, 2009, were $30.85 and $18.56, respectively, and US$29.53 and US$14.19,
respectively.
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The price of our common shares may fluctuate substantially in the future due to, among other things, the following
factors: (1) the failure of our quarterly or annual operating results to meet expectations, (2) the reaction of markets
and securities analysts to announcements and developments involving our Company, (3) adverse developments
in the worldwide, Canadian, or US economy; the financial markets; or the engineering and consulting services
market, (4) changes in interest rates, (5) announcements by key competitors, (6) additions or departures of key
staff, (7) announcements of legal proceedings or regulatory matters, or (8) general volatility in the stock market.

In addition, the stock market has experienced volatility that has affected the market prices of the equity securities
of many companies and that has often been unrelated to the operating performance of such companies. A
number of other factors, many of which are beyond our control, could also cause the market price of our common
shares to fluctuate substantially.

Uncertainties associated with an acquisition or merger or with Stantec as a new owner may cause an
acquired entity to lose customers.

An acquired company’s customers may, in response to the announcement of the acquisition, delay or defer
decisions concerning their use of its services because of uncertainties related to the consummation of the
acquisition, including the possibility that the acquisition may not be completed if all the conditions of the
transaction are not fulfilled. This circumstance could have an adverse effect on our revenue and profitability.

We could be exposed to civil and/or statutory liability to employees arising from non-payment of wages,
discrimination, and misclassification regarding overtime entitlements.

We are required to comply with state, provincial, and federal employment laws as well as internal policies
concerning the payment of wages, discrimination, and misclassification regarding overtime entitlements. Failure
to comply with any of these regulatory schemes could result in a material cost to the Company. We face the
additional risk of losing the support of our employee base, which could result in a failure to attract and retain key
staff. We maintain insurance coverage for our operations, including employment practices liability insurance;
however, it may not be sufficient to cover liability that could arise.

Inadequate internal controls or disclosure controls may result in events that could adversely affect our
business.

Inadequate internal controls or disclosure controls over financial reporting could result in material misstatement in
our financial statements and related public disclosures. Inadequate controls could also result in system downtime,
delayed processing, inappropriate decisions based on non-current internal financial information, fraud, or the
inability to continue our business operations.

The Canadian Accounting Standards Board requires all public companies to adopt IFRS for interim and annual
financial statements relating to fiscal years beginning on or after January 1, 2011. The transition date of January
1, 2011, will require restatement for comparative purposes of amounts we reported for the year ending December
31, 2010. A robust system of internal controls is our best method of ensuring reporting integrity and minimizing
the risk of misstatement and fraud. A period of change, such as that encountered during an accounting
conversion, could lead to modifications in the design and effectiveness of internal controls, hence increasing risk.
Other significant risk areas include the communication of impacts and results to stakeholders and the inability of
management to conclude and certify the design or effectiveness of our internal controls over financial reporting.
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We may not be able to meet legal and regulatory requirements related to corporate governance, labor
relations, industry standards, and the environment.

We are subject to a variety of regulations and standards, and compliance with all such regulation could materially
increase our costs. Our business model includes a variety of practice areas, each with its own set of industry-
specific rules and regulations. In order to comply with increasingly complex laws and regulations covering the
protection of the environment and human health and safety, we may be required to increase the fees we charge
to our clients. This could impact our ability to remain competitive in our industry.

Our insurance may not cover all claims for which we may be liable, and expenses related to insurance
coverage may adversely impact our profitability.

Although we believe that we have made adequate arrangements for insuring against potential liability claims,
these arrangements may be insufficient to cover any particular risk. When it is determined that we have liability,
we may not be covered by insurance, or, if covered, the dollar amount of these liabilities may exceed our policy
limits. Our professional liability coverage is on a “claims-made” basis, covering only claims actually made during
the policy period currently in effect. Even where insurance is maintained for such exposures, the policies have
deductibles resulting in our assuming exposure for a layer of coverage with respect to any such claims. Any
liability not covered by our insurance, in excess of our insurance limits, or covered by insurance but subject to a
high deductible could result in a significant cost to us, which may reduce our profits and cash available for
operations. Moreover, we may become subject to liability that cannot be insured against or against which we may
choose not to insure because of high premium costs or for other reasons. Our expansion into new services or
geographic areas could result in our failure to obtain coverage for these services or areas, or the coverage being
offered may be at a higher cost than our current coverage. Due to the current insurance environment, including
losses sustained by insurers in their investments, we may experience increases in our insurance premiums. We
may not be able to pass these increases on to our clients in increased billing rates.

Reliance on key personnel who may be unable or unwilling to continue their employment may adversely
impact our business.

Our operations are dependent on the abilities, experience, and efforts of senior management and other key
personnel. If any of these individuals are unable or unwilling to continue their employment with us, and if we do
not have a well-developed succession plan prior to their departure, our business, operations, and prospects may
be materially adversely affected. The transition of key leadership positions may result in increased training costs
as well as a loss of institutional knowledge, industry relationships, or expertise developed by the leader.

During 2009, we seamlessly implemented our management succession plan for key members of our leadership
team, including the CEO, CFO, and COO, who all had years of experience with the Company and were promoted
internally.

If fraud occurs and remains undetected, we may have a loss of assets or misstatement in our financial
statements.

Fraud may occur and remain undetected, resulting in a loss of assets and/or misstatement in our financial
statements and related public disclosures.

If we are unable to engage qualified subconsultants, we may lose projects, revenue, and clients.

We often contract with outside companies to perform designated portions of the services we provide to our
clients. In 2009, subconsultant costs accounted for approximately 12.4% (2008 — 11.1%) of our gross revenue. If
we are unable to engage qualified subconsultants, our ability to perform under some of our contracts may be
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impeded and the quality of our service may decline. As a consequence, we may lose projects, revenue, and
clients.

We may not be able to adequately protect our intellectual property, which could force us to take costly
protective measures such as litigation.

To establish and protect our intellectual property rights, we rely on a combination of trademark and trade secret
laws, along with licenses, exclusivity agreements, and other contractual covenants. However, the measures we
take to protect our intellectual property rights may prove inadequate to prevent the misappropriation of our
intellectual property. Litigation may be necessary to enforce our intellectual property rights or to determine the
validity and scope of the proprietary rights of others. Litigation of this type could result in substantial costs and the
diversion of resources, may result in counterclaims or other claims against us, and could significantly harm the
results of our operations.

Managing Our Risks

We mitigate our operating, market, and growth and acquisition integration risks through our business strategy and
other measures. As mentioned previously, our three-dimensional business model based on geographic, practice
area, and life cycle diversification reduces our dependency on any particular industry or economic sector for our
income. To help reduce our susceptibility to industry-specific and regional economic cycles and to take advantage
of economies of scale in the highly fragmented professional services industry, we intend to continue to diversify
our business both in terms of geographic presence and service offerings. From the beginning of 2002 to
December 31, 2009, we have completed 42 acquisitions, and we expect to continue to pursue selective
acquisitions that will enable us to enhance our market penetration and increase and diversify our revenue base.
We also differentiate our Company from competitors by entering into a diverse range of contracts with a variety of
fee amounts. Focusing on this project mix continues to ensure that we do not rely on a few large, single projects
for our revenue and that no single client or project accounts for more than 5% of our overall business.

To address the risk of competition for qualified personnel, we offer a number of employment incentives, including
training programs, access to a plan that provides the benefit of employee share ownership, and opportunities for
professional development and enhancement, along with compensation plans that we believe to be competitive,
flexible, and designed to reward top performance. In 2009, we completed a number of activities, including
updating our Career Development Center to include more forms, tools, and assessments. The Career
Development Center is the online source for all our learning, coaching and mentoring, and professional and
career development resources. During the year, we also continued to roll out the leadership development
program we launched in 2008 to leaders throughout our regions; updated and enhanced the content and exams
in our project management learning series; and enhanced our methods for measuring the impact of our training
programs to better determine the return on our investment. We also invested in our staff by focusing on health
and safety initiatives, including education and training in risk and hazard identification. In addition, we continue to
improve our project manager and leadership portal dashboard training programs. These programs are intended to
make financially related information more visible in order to assist our operations leaders in improving
performance and decision making. We recognize that by improving project management across our operations
we will increase our ability to deliver projects on schedule and within budget.

With regards to effective project management and execution, in 2008 we achieved registration with the
International Organization for Standardization’s (ISO) 9001:2000 quality management standard and in 2009
updated this certification to the ISO 9001:2008 standard. In 2008 and 2009, we achieved ISO/IEC 20000-1:2005
certification, which is specific to information technology systems. ISO 9001:2008 is a globally recognized set of
requirements for establishing effective quality management systems, and ISO/IEC 20000 is a standard that sets
out the requirements for establishing an information technology service management system.
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Since our operations are dependent on the abilities and efforts of senior management and other key personnel,
the Corporate Governance and Compensation Committee of our board of directors and our senior leaders
regularly review succession planning measures for management.

To mitigate the risk of fraud, we have various business conduct policies, including our Code of Ethics, Conflict of
Interest, and Integrity policies. In addition, our Internal Audit team evaluates risks and opportunities relating to
fraud as part of its control evaluation program.

We maintain insurance coverage for our operations, including policies covering general liability, automobile
liability, environmental liability, workers’ compensation and employers’ liability, directors’ and officers’ liability, and
professional liability. We have a regulated captive insurance company to insure and fund the payment of any
professional liability self-insured retentions related to claims arising after August 1, 2003. We, or our clients, also
obtain project-specific insurance for designated projects from time to time. In addition, we invest resources in a
Risk Management team that is dedicated to providing Company-wide support and guidance on risk avoidance
practices and procedures. One of our practices is to carry out select client evaluations, including credit risk
appraisals, before entering into contract agreements to reduce the risk of non-payment for our services.

To address the risk of being unsuccessful in integrating acquired companies, we have an acquisition and
integration program managed by a dedicated acquisition team. The team supports, or is responsible for, the tasks
of identifying and valuing acquisition candidates, undertaking and coordinating due diligence, negotiating and
closing transactions, and integrating employees and systems immediately following an acquisition. A senior
regional or practice leader is appointed for each acquisition to support the integration process. We also have a
coordinated integration plan that involves the implementation of our Company-wide information technology and
financial management systems as well as provision of support services from our corporate and regional offices.

In addition, we have a dedicated IFRS conversion team. The team has prepared a detailed work plan for the
implementation of IFRS, completed the detailed assessment and solution development phases of the plan, and
started the implementation phase. We have also established an IFRS Advisory Committee consisting of
representatives from our Financial Services, Treasury, Internal Audit, Investor Relations, Information Technology,
and Operations groups. The IFRS conversion team provides regular updates to the IFRS Advisory Committee
and the Audit Committee, including reports on the progress made on the detailed work plan.

CONTROLS AND PROCEDURES

Disclosure controls and procedures are designed to ensure that information we are required to disclose in reports
filed with securities regulatory agencies is recorded, processed, summarized, and reported on a timely basis and
is accumulated and communicated to management, including our CEO and CFO, as appropriate, to allow timely

decisions regarding required disclosure.

Under the supervision and with the participation of management, including our CEO and CFO, we carried out an
evaluation of the effectiveness of our disclosure controls and procedures as of December 31, 2009, (as defined in
rules adopted by the Securities and Exchange Commission [SEC] in the United States and as defined in Canada
by National Instrument 52-109, Certification of Disclosure in Issuer's Annual and Interim Filings). Based on this
evaluation, our CEO and CFO concluded that the design and operation of our disclosure controls and procedures
were effective.

Internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and preparation of financial statements for external purposes in accordance with
generally accepted accounting principals. A control system, no matter how well designed and operated, can
provide only reasonable, not absolute, assurance with respect to the reliability of our financial reporting and
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preparation of our financial statements. Accordingly, management, including our CEO and CFO, does not expect
that our internal control over financial reporting will prevent or detect all errors and all fraud. Management’s
Annual Report on Internal Control over Financial Reporting and the Independent Auditors’ Report on Internal
Controls are included in our 2009 consolidated financial statements.

There has been no change in our internal control over financial reporting during the year ended December 31,
2009, that materially affected, or is reasonably likely to materially affect, our internal control over financial
reporting.

We will continue to periodically review our disclosure controls and procedures and internal control over financial
reporting and may make modifications from time to time as considered necessary or desirable.

CORPORATE GOVERNANCE

Disclosure Committee

In 2005, our Company established a Disclosure Committee consisting of a cross section of management. The
committee’s mandate is to provide ongoing review of Stantec’s continuous disclosure policy and to facilitate
compliance with applicable legislative and regulatory reporting requirements.

Board of Directors

Stantec’s board of directors currently includes nine members, seven of whom are independent under Canadian
securities laws and under the rules of the SEC and the NYSE and free from any interest or relationship that could
materially interfere with their ability to act in the best interest of our Company and shareholders.

The board’s mandate is to supervise Stantec’s management with a view to the Company’s best interests. The
board fulfils its mandate by

e Overseeing the Company’s strategic planning process

e  Satisfying itself as to the integrity of the CEO and other executive officers

e Ensuring that the Company has a policy in place for communicating effectively with shareholders, other
stakeholders, and the public

¢ Reviewing and monitoring the Company'’s principal business risks as identified by management, along
with the systems for managing such risks

e Overseeing senior management succession planning, including the appointment, development, and
monitoring of senior management

e Ensuring that management maintains the integrity of the Company'’s internal controls and management
information systems

In 2009, Stantec’s board included two committees—the Audit Committee and the Corporate Governance and
Compensation Committee. Both committees are composed entirely of unrelated, independent directors.

Audit Committee

The Audit Committee monitors, evaluates, approves, and makes recommendations on matters affecting Stantec’s
external audit, financial reporting, and accounting control policies. The committee met five times in 2009. The
chairman of the committee provides regular reports at the Company’s board meetings. The board has determined
that each of the Audit Committee's members is financially literate and that the majority of the members are
"financial experts" as such term is defined under the rules of the SEC and NYSE.
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Corporate Governance and Compensation Committee

The Corporate Governance and Compensation Committee monitors, evaluates, approves, and makes
recommendations on matters affecting governance and compensation. Governance matters include, but are not
limited to, board size, nominations, orientation, education, and self-evaluation. Compensation matters include, but
are not limited to, executive management compensation, performance review, and succession plans. The
Corporate Governance and Compensation Committee met four times in 2009. The chairman of the committee
provides regular reports at the Company’s board meetings.

More information about Stantec’s corporate governance can be found on our web site (www.stantec.com) and in
the Management Information Circular for our May 13, 2010, annual meeting of shareholders. In addition, the
following documents are posted on our web site:

e Code of Ethics

e Corporate Governance Guidelines

e Audit Committee Terms of Reference

e Corporate Governance and Compensation Committee Terms of Reference

The above information is not and should not be deemed to be incorporated by reference herein. Copies of these
documents will be made available in print form to any shareholder who requests them.

SUBSEQUENT EVENT

Subsequent events have been evaluated through to February 25, 2010, which is the date the consolidated
financial statements were issued.
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Management Report

The annual report, including the consolidated financial statements, and Management’s Discussion and Analysis
(MD&A) is the responsibility of the management of the Company. The consolidated financial statements were
prepared by management in accordance with Canadian generally accepted accounting principles. Where
alternative accounting methods exist, management has chosen those it considers most appropriate in the
circumstances. The significant accounting policies used are described in note 1 to the consolidated financial
statements. Certain amounts in the financial statements are based on estimates and judgments relating to
matters not concluded by year-end. The integrity of the information presented in the financial statements is the
responsibility of management. Financial information presented elsewhere in this annual report has been
prepared by management and is consistent with the information in the consolidated financial statements.

The Board of Directors is responsible for ensuring that management fulfills its responsibilities and for providing
final approval of the annual consolidated financial statements. The board has appointed an Audit Committee
comprising three directors, none of whom is an officer or employee of the Company or its subsidiaries. The Audit
Committee meets at least four times each year to discharge its responsibilities under a written mandate from the
Board of Directors. The Audit Committee meets with management and with the external auditors to satisfy itself
that they are properly discharging their responsibilities; reviews the consolidated financial statements, MD&A,
and Independent Auditors’ Report on Financial Statements; and examines other auditing and accounting
matters. The Audit Committee has reviewed the audited consolidated financial statements with management and
discussed the quality of the accounting principles as applied and significant judgments affecting the consolidated
financial statements. The Audit Committee has discussed with the external auditors the external auditors’
judgments of the quality of those principles as applied and the judgments noted above. The consolidated
financial statements and MD&A have been reviewed by the Audit Committee and approved by the Board of
Directors of Stantec Inc.

The consolidated financial statements have been examined by the shareholders’ auditors, Ernst & Young LLP,
Chartered Accountants. The Independent Auditors’ Report on Financial Statements outlines the nature of their
examination and their opinion on the consolidated financial statements of the Company. The external auditors
have full and unrestricted access to the Audit Committee, with or without management being present.

Management’s Annual Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining an adequate system of internal control over financial
reporting. The Company's internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. Management conducted an evaluation of
the effectiveness of the system of internal control over financial reporting based on the framework in “Internal
Control—Integrated Framework” issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on this evaluation, management concluded that the Company’s system of internal control
over financial reporting was effective as at December 31, 2009.

As permitted by published guidance of the U.S. Securities and Exchange Commission (SEC), management’s
evaluation of and conclusions on the effectiveness of internal control over financial reporting excluded the
internal controls of Jacques Whitford Group Ltd. and Jacques Whitford Global Group Limited (Jacques Whitford)
acquired on January 2, 2009. The assets and liabilities and results of operations from Jacques Whitford are
included in the Company’s consolidated financial statements. The total assets of Jacques Whitford, on its
acquisition date, were $162.0 million. These assets as a percentage of the Company's total assets, as at
December 31, 2009, were 14.4%. The gross revenue earned by Jacques Whitford from its date of acquisition to
December 31, 2009, constituted 14.8% of the Company's gross revenue for the year ended December 31, 2009.

Ernst & Young LLP, which has audited the consolidated financial statements of the Company for the year ended
December 31, 2009, has also issued a report on the effectiveness of the Company’s internal control over

financial reporting.

Bob Gomes, P.Eng. Dan Lefaivre, CMA
President & CEO Senior Vice President & CFO
February 25, 2010 February 25, 2010
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Independent Auditors' Report on Financial Statements

To the Board of Directors and Shareholders of Stantec Inc.

We have audited the consolidated balance sheets of Stantec Inc. as of December 31, 2009 and 2008 and the
consolidated statements of income, shareholders’ equity and comprehensive income, and cash flows for each of
the years in the three-year period ended December 31, 2009. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards and the standards
of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform an audit to obtain reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe our audits
provide a reasonable basis for our opinion.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position
of the Company as at December 31, 2009 and 2008 and the results of its operations and its cash flows for each of
the years in the three-year period ended December 31, 2009 in accordance with Canadian generally accepted
accounting principles.

We have also audited, in accordance with the Standards of the Public Company Accounting Oversight Board
(United States), the Company’s internal control over financial reporting as of December 31, 2009 based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission and our report dated February 25, 2010, expressed an unqualified opinion thereon.

Ernat ¥ ?M// UP

Chartered Accountants
Edmonton, Canada
February 25, 2010
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Independent Auditors’ Report on Internal Control Over Financial Reporting
(Under the standards of the Public Company Accounting Oversight Board (United States))

To the Board of Directors and Shareholders of Stantec Inc.

We have audited Stantec Inc.’s internal control over financial reporting as of December 31, 2009, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (the COSO criteria). Stantec Inc.’s management is responsible for maintaining effective
internal control over financial reporting, and for its assessment of the effectiveness of internal control over financial
reporting included in the accompanying Management’s Annual Report on Internal Control over Financial
Reporting. Our responsibility is to express an opinion on the company’s internal control over financial reporting
based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

As indicated in the accompanying Management’s Annual Report on Internal Control Over Financial Reporting,
management’s assessment of and conclusion on the effectiveness of internal control over financial reporting did
not include the internal controls of Jacques Whitford Group Ltd. and Jacques Whitford Global Group Limited
(Jacques Whitford) which are included in the 2009 consolidated financial statements of Stantec Inc. The total
assets of Jacques Whitford, on its acquisition date constituted 14.4% of Stantec Inc.'s total assets at December
31, 2009. The gross revenue earned by Jacques Whitford from its date of acquisition to December 31, 2009,
constitute 14.8% of Stantec Inc.'s gross revenues for the year then ended. Our audit of internal control over
financial reporting of Stantec Inc. also did not include an evaluation of the internal control over financial reporting
of Jacques Whitford.

In our opinion, Stantec Inc. maintained, in all material respects, effective internal control over financial reporting as
of December 31, 2009, based on the COSO criteria.

We also have audited, in accordance with Canadian generally accepted auditing standards and the standards of

the Public Company Accounting Oversight Board (United States) the consolidated balance sheets of Stantec Inc.
as at December 31, 2009 and 2008, and the related consolidated statements of income, shareholders’ equity and
comprehensive income, and cash flows for each of the years in the three-year period ended December 31, 2009

and our report dated February 25, 2010, expressed an unqualified opinion thereon.

W v ?azw]/ AP
Chartered Accountants
Edmonton, Canada

February 25, 2010
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Consolidated Balance Sheets

December 31

December 31

2009 2008
(In thousands of Canadian dollars) $ $
ASSETS (note 8)
Current
Cash and cash equivalents 14,690 103,979
Cash held in escrow (note 2) - 7,392
Accounts receivable, net of allowance for doubtful accounts of
$9,395 (2008 — $11,597) 253,205 256,243
Costs and estimated earnings in excess of billings 95,794 75,602
Income taxes recoverable 12,144 7,647
Prepaid expenses 11,352 8,094
Future income tax assets (note 18) 15,518 15,265
Other assets (note 6) 6,550 6,503
Total current assets 409,253 480,725
Property and equipment (notes 1b and 3) 108,256 107,768
Goodwill (note 4) 468,814 446,818
Intangible assets (notes 1b and 5) 64,155 52,631
Future income tax assets (note 18) 23,940 20,786
Other assets (note 6) 49,127 36,158
1,123,545 1,144,886
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities (note 7) 167,175 189,360
Billings in excess of costs and estimated earnings 52,007 43,845
Income taxes payable - 9,920
Current portion of long-term debt (note 8) 35,428 34,096
Future income tax liabilities (note 18) 15,643 13,920
Other liabilities (note 9) 13,558 8,868
Total current liabilities 283,811 300,009
Long-term debt (note 8) 198,769 215,113
Future income tax liabilities (note 18) 29,536 26,492
Other liabilities (note 9) 63,849 64,297
575,965 605,911
Non-controlling interest in subsidiaries (note 10) 186 -
Commitments, contingencies, and guarantees (notes 2, 8, and 13)
Shareholders' equity
Share capital (note 14) 221,983 218,757
Contributed surplus (note 14) 12,606 10,458
Retained earnings 364,569 308,629
Accumulated other comprehensive income (loss) (note 17) (51,764) 1,131
Total shareholders' equity 547,394 538,975
1,123,545 1,144,886

See accompanying notes

On behalf of the Board of Directors:

T

Director
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Consolidated Statements of Income

Years ended December 31 2009 2008 2007
(In thousands of Canadian dollars, except per share amounts) $ $ $
INCOME

Gross revenue 1,519,865 1,351,951 954,619
Less subconsultant and other direct expenses 276,923 221,827 123,731
Net revenue 1,242,942 1,130,124 830,888
Direct payroll costs 543,640 500,789 360,101
Gross margin 699,302 629,335 470,787
Administrative and marketing expenses (notes 14 and 24) 519,147 466,187 351,346
Depreciation of property and equipment (note 1b) 24,547 21,820 15,458
Amortization of intangible assets (note 1b) 19,820 14,264 7,282
Impairment of goodwill and intangible assets (notes 4 and 5) 35,000 58,369 -
Net interest expense (note 8) 11,379 7,477 1,594
Share of income from associated companies (3,690) (160) (292)
Foreign exchange losses (gains) 2,273 (2,033) (2,480)
Other income (840) (1,088) (1,235)
Income before income taxes 91,666 64,499 99,114
Income taxes (note 18)

Current 41,599 41,213 34,994
Future (5,873) (5,731) (5,159)
Total income taxes 35,726 35,482 29,835
Net income for the year 55,940 29,017 69,279
Earnings per share (note19)

Basic 1.23 0.64 1.52
Diluted 1.22 0.63 1.50

See accompanying notes
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Consolidated Statements of Shareholders' Equity and Comprehensive Income

Accumulated
Other
Comprehensive

Shares Share Contributed Deferred Income (Loss)
Outstanding Capital Surplus Stock Retained (AOCI)
(note 14) (note 14) (note 14)  Compensation Earnings (note 17) Total
(In thousands of Canadian dollars, except shares
outstanding) # $ $ $ $ $ $
Balance, December 31, 2006 45,201,785 212,781 5,458 (250) 217,750 (24,844) 410,895
Change in accounting policy 481 481
Balance, January 1, 2007, as adjusted 45,201,785 212,781 5,458 (250) 217,750 (24,363) 411,376
Comprehensive income:
Net income 69,279 69,279
Currency translation adjustments (45,669) (45,669)
Unrealized gains on financial assets 1,249 1,249
Realized gains on financial assets transferred
to net income (245) (245)
Total comprehensive income 69,279 (44,665) 24,614
Share options exercised for cash 386,598 1,920 1,920
Stock-based compensation expense 1,919 140 2,059
Shares repurchased under normal course issuer bid (9,200) (44) (1) (249) (294)
Shares issued on acquisition 96,925 3,426 3,426
Reclassification of fair value of share options
previously expensed 443 (443) -
Shares issued on vesting of restricted shares 22,035 264 (667) (403)
Balance, December 31, 2007 45,698,143 218,790 6,266 (110) 286,780 (69,028) 442,698
Retained earnings and AOCI 217,752
Balance, December 31, 2007 45,698,143 218,790 6,266 (110) 286,780 (69,028) 442,698
Comprehensive income:
Net income 29,017 29,017
Currency translation adjustments 76,923 76,923
Unrealized losses on cash flow hedge (2,974) (2,974)
Unrealized losses on financial assets (3,641) (3,641)
Realized gains on financial assets transferred
to net income (149) (149)
Total comprehensive income 29,017 70,159 99,176
Share options exercised for cash 97,860 1,199 1,199
Stock-based compensation expense 4,887 110 4,997
Shares repurchased under normal course issuer bid (351,400) (1,688) (58) (7,168) (8,914)
Reclassification of fair value of share options
previously expensed 423 (423) -
Shares issued on vesting of restricted shares 3,520 33 (214) (181)
Balance, December 31, 2008 45,448,123 218,757 10,458 - 308,629 1,131 538,975
Retained earnings and AOCI 309,760
Balance, December 31, 2008 45,448,123 218,757 10,458 - 308,629 1,131 538,975
Comprehensive income:
Net income 55,940 55,940
Currency translation adjustments (57,248) (57,248)
Unrealized gains on cash flow hedge 1,443 1,443
Unrealized gains on financial assets 2,691 2,691
Realized losses on financial assets transferred to
net income 219 219
Total comprehensive income 55,940 (52,895) 3,045
Share options exercised for cash 268,697 2,346 2,346
Stock-based compensation expense 3,028 - 3,028
Reclassification of fair value of share options
previously expensed 880 (880) -
Balance, December 31, 2009 45,716,820 221,983 12,606 - 364,569 (51,764) 547,394
Retained earnings and AOCI 312,805

See accompanying notes
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Consolidated Statements of Cash Flows

Years ended December 31 2009 2008 2007
(In thousands of Canadian dollars) $ $ $

CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES

Cash receipts from clients 1,564,415 1,222,566 940,085
Cash paid to suppliers (545,671) (276,862) (259,493)
Cash paid to employees (852,459) (737,931) (565,803)
Dividends from equity investments 1,283 150 450
Interest received 2,192 1,857 6,496
Interest paid (12,383) (6,597) (4,271)
Income taxes paid (65,731) (50,037) (33,656)
Income taxes recovered 8,331 6,884 3,691
Cash flows from operating activities (note 20) 99,977 160,030 87,499
CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES
Business acquisitions, net of cash acquired (note 2) (73,078) (92,087) (105,353)
Restricted cash used for acquisitions - - 1,073
Cash held in escrow (note 2) - (6,178) -
Decrease (increase) in investments held for self-insured

liabilities (11,040) 5,820 (3,786)
Proceeds on disposition of investments - 9 51
Purchase of intangible assets (3,062) (2,846) (3,914)
Purchase of property and equipment (17,366) (32,791) (23,377)
Proceeds on disposition of property and equipment 1,331 410 134
Cash flows used in investing activities (103,215) (127,663) (135,172)
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES
Repayment of long-term debt (147,902) (164,602) (78,514)
Proceeds from long-term borrowings 68,771 228,337 117,049
Repayment of acquired bank indebtedness (note 2) (4,596) (1,788) (6,282)
Repayment of capital lease obligations (2,759) (438) -
Repurchase of shares for cancellation (note 14) - (8,914) (294)
Proceeds from issue of share capital (note14) 2,346 1,199 1,920
Cash flows from (used in) financing activities (84,140) 53,794 33,879
Foreign exchange gain (loss) on cash held in foreign

currency (1,911) 3,643 (394)
Net increase (decrease) in cash and cash equivalents (89,289) 89,804 (14,188)
Cash and cash equivalents, beginning of the year 103,979 14,175 28,363
Cash and cash equivalents, end of the year 14,690 103,979 14,175

See accompanying notes
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1.

Notes to the Consolidated Financial Statements
Summary of Significant Accounting Policies

Stantec Inc. (the Company) is a provider of comprehensive professional services in the area of infrastructure and
facilities for clients in the public and private sectors. The Company's services include planning, engineering,
architecture, interior design, landscape architecture, surveying and geomatics, project management,
environmental sciences, and project economics for infrastructure and facilities projects.

Generally accepted accounting principles

The Company prepares its consolidated financial statements in accordance with Canadian generally accepted
accounting principles (GAAP). These financial statements have, in management’s opinion, been properly prepared
within reasonable limits of materiality and within the framework of the significant accounting policies summarized
below. The effects of differences between the application of Canadian GAAP and US GAAP on the financial
statements of the Company are described in note 25.

Changes in accounting policies

a) Fair Value of Financial Assets and Financial Liabilities. Effective January 1, 2009, the Company adopted
the new Canadian Institute of Chartered Accountants (CICA) Emerging Issues Committee (EIC) Abstract EIC-173,
"Credit Risk and the Fair Value of Financial Assets and Financial Liabilities." EIC-173 provides further information
on the determination of the fair value of financial assets and financial liabilities under CICA Handbook Section
3855, "Financial Instruments—Recognition and Measurement." It states that an entity's own credit and the credit
risk of the counterparty should be taken into account in determining the fair value of financial assets and financial
liabilities, including derivative instruments. EIC-173 should be applied retrospectively, without restatement of prior
periods, to all financial assets and liabilities measured at fair value. The Company adopted this abstract during the
first quarter of the 2009 fiscal year, and this adoption did not have a significant effect on its financial position or on
the results of its operations. The Company adopted this new accounting standard retrospectively without
restatement of prior periods.

b) Goodwill and Intangible Assets. Effective January 1, 2009, the Company adopted CICA Handbook Section
3064, "Goodwill and Intangible Assets," which replaced Section 3062, "Goodwill and Other Intangible Assets," and
Section 3450, "Research and Development Costs." This pronouncement further aligns Canadian GAAP with US
GAAP and International Financial Reporting Standards (IFRS). Section 3064 establishes standards for the
recognition, measurement, presentation, and disclosure of goodwill and intangible assets subsequent to their
initial recognition. Standards concerning goodwill are unchanged from the standards included in the previous
Section 3062. The new standard also provides guidance for the recognition of internally developed intangible
assets, including assets produced from research and development activities, ensuring the consistent treatment of
all intangible assets, whether separately acquired or internally generated. The Company was required to adopt the
new standard retrospectively with restatement of prior figures. The adoption of this standard did not have an effect
on the Company’s financial position or on the results of its operations; however, it resulted in a retrospective
reclassification of intangible assets relating to certain software with a net book value of $6,642,000 at December
31, 2008, from “Property and Equipment” to “Intangible Assets.” In addition, the Company retrospectively
reclassified the depreciation of software of $3,585,000 and $3,580,000 for 2008 and 2007, respectively, from
“Depreciation of Property and Equipment” to “Amortization of Intangible Assets.”

c) Financial Instruments—Disclosure. Effective December 31, 2009, the Company adopted amendments to
CICA Handbook Section 3862, “Financial Instruments—Disclosure.” These amendments require enhanced
disclosures of fair value measurements of financial instruments and liquidity risks. The additional disclosures of
fair value measurements include the categorization of fair value measurements into one of three levels, ranging
from those that are determined through quoted market prices in an active market to those that are based on inputs
that are not derived from observable market data. The additional disclosures of liquidity risk require greater
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clarification of the risk as well as maturity analysis of derivative financial liabilities. The adoption of these
amendments has not had an effect on the Company’s financial position or on the results of its operations. The
Company applied these amendments in note 15.

Use of estimates

The preparation of financial statements in conformity with Canadian GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates
used in the preparation of these consolidated financial statements include the percentage of completion of fixed-
fee and variable-fee-with-ceiling contracts, provisions for losses on incomplete contracts, allowances for doubtful
accounts receivable, provision for legal claims, provision for self-insured liabilities, the fair value of stock-based
awards, the fair value of identifiable intangible assets acquired in business acquisitions, liabilities for lease exit
activities, and future cash flows and assumptions used to estimate the fair value of reporting units for goodwill
impairment purposes and to test for the impairment of long-lived assets. Actual results may differ from these
estimates.

Principles of consolidation

The consolidated financial statements include the accounts of the Company, its subsidiary companies, and all
variable interest entities for which the Company is the primary beneficiary. All significant intercompany accounts
and transactions have been eliminated. The results of the operations of subsidiaries acquired during the year are
included from their respective date of acquisition.

Joint ventures and partnerships are accounted for on the proportionate consolidation basis, which results in the
Company recording its pro rata share of the assets, liabilities, revenues, and expenses of each of these entities.

Cash and cash equivalents

Cash and cash equivalents include cash and unrestricted investments with initial maturities of three months or
less. Such investments are carried at fair value.

Investments

Investments in associated companies over which the Company is able to exercise significant influence, but not
control, are accounted for using the equity method, which reflects the Company's investment at original cost plus
its share of earnings (losses) net of dividends received.

Other investments, including investments held for self-insured liabilities, are designated as available for sale and
are recorded at fair value. When a loss in the value of such investments occurs that is other than temporary, the
cumulative loss that had been recognized in other comprehensive income is removed from other comprehensive
income and recognized in net income.

Property and equipment

Property and equipment are recorded at cost less accumulated depreciation. Depreciation is calculated at annual
rates designed to write off the costs of assets over their estimated useful lives as follows:

Engineering equipment 20-30% declining balance

Office equipment 20-30% declining balance

Automotive equipment 30% declining balance

Leasehold improvements straight-line over term of lease to a maximum of 15
years or the improvement's economic life

Buildings 4-5% declining balance
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Leases

Leases that transfer substantially all the risks and benefits of ownership of assets to the Company are accounted
for as capital leases. Assets under capital leases are recorded at the inception of the lease together with the
related long-term obligation to reflect the purchase and financing thereof. Assets under capital leases are for
certain office and automotive equipment and are depreciated on a 20 to 30% declining balance basis. Rental
payments under operating leases are expensed evenly over the lease term.

From time to time, the Company enters into or renegotiates premises operating leases that result in the receipt of
lease inducement benefits. These benefits are accounted for as a reduction of rental expense over the terms of
the associated leases. As well, from time to time, the Company enters into or renegotiates premises operating
leases that include escalation clauses. The scheduled rent increases pursuant to lease escalation clauses are
recognized on a straight-line basis over the lease term.

Goodwill

Goodwill is not amortized but is evaluated for impairment annually or when events or circumstances occur that are
more likely than not to reduce the fair value of a reporting unit below its carrying value. Goodwill impairment
testing is a two-step process. In the first step, the Company compares the fair values of its reporting units to their
respective carrying values, which are determined using market information and discounted after-tax cash flow
projections. If the carrying value of a reporting unit is higher than its fair value, goodwill is potentially impaired and
step two of the impairment test is performed. In step two, the amount of the impairment is calculated by comparing
the implied fair value of the reporting unit's goodwill to the carrying value of the goodwill. If the implied fair value of
the goodwill is less than its carrying value, an impairment charge is recorded in income for the difference.

Intangible assets

The cost of intangible assets with determinable lives is amortized over the period in which the benefits of such
assets are expected to be realized, principally on a straight-line basis. The Company’s policy is to amortize client
relationships with determinable lives over periods ranging from 10 to 15 years. Contract backlog is amortized over
estimated contractual lives of generally 1 to 3 years, and software is amortized over periods ranging from 3 to 7
years. Other intangible assets include technology, non-compete agreements, and advantageous leasehold
commitments, which are amortized over estimated lives of 3 to 11 years. The Company assigns value to acquired
contract backlog and customer lists using the income approach, which involves quantifying the present value of
net cash flows attributed to the subject asset. This, in turn, involves estimating the revenues and earnings
expected from the asset. Recognition of the contributory assets, such as working capital and property and
equipment required and used to generate the expected after-tax earnings, is included since these assets also
require a return based on their fair values. Expected earnings after contributory charges and income taxes are
discounted by the appropriate after-tax discount rate to arrive at the fair value.

Long-lived assets

The Company tests long-lived assets, including property and equipment and intangible assets, for recoverability
when events or a change in circumstances indicate that their carrying amount may not be recoverable. The
determination of recoverability is based on an estimate of undiscounted cash flow expected to result from the use
of the related asset and factors such as expected future asset utilization and business climate. Based on this
review, if it is determined that the long-lived asset is not fully recoverable, an impairment loss is recognized in
income. The impairment loss is measured based on the amount that the carrying value of the long-lived asset
exceeds its fair value.

Provision and investments held for self-insured liabilities

The Company self-insures certain risks related to professional liability and automobile physical damages. The
provision for self-insured liabilities includes estimates of the costs of reported claims (including potential claims
that are probable of being asserted) and is based on estimates of loss using assumptions made by management,
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including consideration of actuarial projections. The provision for self-insured liabilities does not include
unasserted claims where assertion by a third party is not probable.

The Company invests funds to support the provision for self-insured liabilities. These investments are recorded at
fair value in other assets as investments held for self-insured liabilities.

Derivative financial instruments and hedging

From time to time, the Company enters into foreign currency forward contracts to manage risk associated with net
operating assets denominated in US dollars. As well, it enters into interest rate swap agreements to manage the
risk associated with interest rate cash flow to the extent that its credit facilities are based on floating rates of
interest. The Company’s policy is not to use these derivative financial instruments for trading or speculative
purposes. These derivative financial instruments are recognized at fair value. The fair value of these instruments is
recorded in the balance sheet as other assets or other liabilities. Any changes in the fair value of the foreign
currency forward contracts are recorded in income when the changes occur. Since interest rate swap agreements
are recorded as cash flow hedges, any unrealized gains or losses are recorded in other comprehensive income.

Interest rate swap agreements that are designated as cash flow hedges are reviewed on a regular basis to ensure
that the hedge continues to be effective. If the hedge ceases to meet the criteria for effectiveness, the cumulative
gain or loss in accumulated other comprehensive income is immediately reclassified to income.

Non-interest-bearing debt

Non-interest-bearing debt is carried at its amortized cost using the effective interest rate method.

Revenue recognition

In the course of providing its services, the Company incurs certain direct costs for subconsultants and other
expenditures that are recoverable directly from clients. These direct costs are included in the Company's gross
revenue. Since such direct costs can vary significantly from contract to contract, changes in gross revenue may
not be indicative of the Company's revenue trends. Accordingly, the Company also reports net revenue, which is
gross revenue less subconsultant and other direct expenses.

Revenue from fixed-fee and variable-fee-with-ceiling contracts is recognized using the percentage of completion
method. Contract revenue is recognized on the ratio of contract costs incurred to total estimated costs. Provisions
for estimated losses on incomplete contracts are made in the period in which the losses are determined. Revenue
from time-and-material contracts without stated ceilings and from short-term projects is recognized as costs are
incurred. Revenue is calculated based on billing rates for the services performed. Costs and estimated earnings in
excess of billings represent work in progress that has been recognized as revenue but not yet invoiced to clients.
Billings in excess of costs and estimated earnings represent amounts that have been invoiced to clients but not
yet recognized as revenue. Revenue does not include taxes collected from clients that are reimbursable to
government authorities.

Employee benefit plans

The Company contributes to group retirement savings plans and an employee share purchase plan based on the
amount of employee contributions subject to maximum limits per employee. The Company accounts for defined
contributions as an expense in the period in which the contributions are made. The Company does not provide
postemployment or postretirement benefits.

Foreign currency translation

Transactions denominated in a foreign currency and the financial statements of foreign subsidiaries (excluding
US-based subsidiaries) included in the consolidated financial statements are translated as follows: monetary items
at the rate of exchange in effect at the balance sheet date; non-monetary items at historical exchange rates; and
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revenue and expense items (except depreciation and amortization, which are translated at historical exchange
rates) at the average exchange rate for the year. Any resulting realized and unrealized gains or losses are
included in income in the year incurred, except for unrealized foreign exchange gains and losses on investments
held for self-insured liabilities, which are included in other comprehensive income since they are classified as
available for sale.

The Company's US-based subsidiaries are designated as self-sustaining operations. The financial statements of
these subsidiaries are translated using the current rate method. Under this method, assets and liabilities are
translated at the rate of exchange in effect at the balance sheet date, and revenue and expense items (including
depreciation and amortization) are translated at the average rate of exchange for the month. The resulting
unrealized exchange gains and losses on US-based subsidiaries are included as a separate component of
shareholders' equity in accumulated other comprehensive income.

Stock-based compensation and other stock-based payments

The Company has one share option plan (described in note 14) and accounts for grants under this plan in
accordance with the fair value-based method of accounting for stock-based compensation. Compensation
expense for stock options awarded under the plan is measured at the fair value at the grant date using the Black-
Scholes valuation model and is recognized over the vesting period of the options granted. The Company
estimates its forfeiture rate in order to determine the compensation expense arising from stock-based awards.

Income taxes

The Company uses the liability method to account for income taxes. Under this method, future income tax assets
and liabilities are determined based on differences between financial reporting and the tax bases of assets and
liabilities and measured using the substantively enacted tax rates and laws that will be in effect when these
differences are expected to reverse.

Earnings per share

Basic earnings per share are computed based on the weighted average number of common shares outstanding
during the year. Diluted earnings per share are computed using the treasury stock method, which assumes that
the cash that would be received on the exercise of options is applied to purchase shares at the average price
during the year and that the difference between the number of shares issued on the exercise of options and the
number of shares obtainable under this computation, on a weighted average basis, is added to the number of
shares outstanding. The impact of outstanding restricted shares, on a weighted average basis, is also added to
the number of shares outstanding. Antidilutive options are not considered in computing diluted earnings per share.

Allowance for doubtful accounts

The Company maintains an allowance for doubtful accounts for estimated losses resulting from the inability to
collect on its accounts receivable. It uses estimates in arriving at its allowance for doubtful accounts that are
based on the age of the outstanding accounts receivable and on its historical collection and loss experience.

Recent accounting pronouncements

International Financial Reporting Standards. In February 2008, the CICA confirmed that Canadian reporting
issuers will need to begin reporting under IFRS for fiscal years beginning on or after January 1, 2011, including
comparative figures for the prior year. IFRS uses a conceptual framework similar to that used by Canadian GAAP,
but there are differences in recognition, measurement, and disclosure.

The Company started its IFRS conversion project in 2008. This project consists of five phases: 1) preliminary
planning and scoping, 2) detailed assessment, 3) solution development, 4) implementation, and 5) post-
implementation review. The Company has now completed the preliminary planning and scoping, detailed
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assessment, and solution development phases and has commenced the implementation phase. To date, it is on
target with the original timeline in its detailed work plan.

In the planning and scoping phase, the Company established a dedicated team to work on the IFRS transition and
an IFRS Advisory Committee consisting of representatives from its Financial Services, Treasury, Internal Audit,
Investor Relations, Information Technology, and Operations groups. The IFRS team provides updates to the IFRS
Advisory Committee and the Audit Committee, including reports on the progress made on the detailed work plan.
Also during this phase, the Company completed a high-level diagnostic that identified the major differences
between Canadian GAAP and IFRS and prioritized the IFRS requirements based on their financial reporting
impact, business impact, and complexity.

In the detailed assessment phase, the Company established issue-specific workgroups to perform a detailed
diagnostic and select accounting policies when alternatives are available. IFRS 1, “First-Time Adoption of
International Financial Reporting Standards,” provides entities that are adopting IFRS for the first time with a
number of optional exemptions and mandatory exceptions, in certain areas, to the general requirements for full
retrospective application of IFRS. The solution development phase involved the formulation, documentation, and
approval of solutions for the implementation of IFRS. During this phase, the Company also established and
implemented a communication and training plan and provided training to the Board of Directors, Audit Committee,
key employees, and stakeholders. Considering the impacts of IFRS on the Company's financial disclosure,
business processes, information technology, and internal control over financial reporting was integral to the
detailed assessment and solution development phases. During these phases, the Audit Committee reviewed the
Company’s potential policy choices, optional exemptions, and financial statement presentation under IFRS. These
phases also provided insight into the most significant areas of difference applicable to the Company, including
business combinations and impairment of assets as well as more extensive presentation requirements under
IFRS. The areas of significance identified are based on available information and the Company’s expectations as
of the date of this report and are subject to change with new facts and circumstances.

The Company continues to monitor the development of standards and regulations issued by the International
Accounting Standards Board and Canadian Securities Administrators that may affect the timing, nature, or
disclosure of its adoption of IFRS. At this phase of the project, the Company has not quantified the financial
reporting impact of the differences between Canadian GAAP and IFRS on its operations.

Business Combinations. In January 2009, the CICA issued the new handbook Section 1582, "Business
Combinations," effective for fiscal years beginning on or after January 1, 2011. Earlier adoption of Section 1582 is
permitted. This pronouncement further aligns Canadian GAAP with US GAAP and IFRS and changes the
accounting for business combinations in a number of areas. It establishes principles and requirements governing
how an acquiring company recognizes and measures, in its financial statements, identifiable assets acquired,
liabilities assumed, any non-controlling interest in the acquiree, and goodwill acquired. The section also
establishes disclosure requirements that will enable users of the acquiring company's financial statements to
evaluate the nature and financial effects of its business combinations. Although the Company is considering the
impact of adopting this pronouncement on its consolidated financial statements in connection with its conversion
to IFRS, the impact will be limited to any future acquisitions beginning in fiscal 2011.

Consolidation and Non-Controlling Interests. In January 2009, the CICA issued the new handbook Section
1601, "Consolidated Financial Statements," and Section 1602, "Non-Controlling Interests," effective for fiscal years
beginning on or after January 1, 2011. Earlier adoption of these recommendations is permitted. These
pronouncements further align Canadian GAAP with US GAAP and IFRS. Sections 1601 and 1602 change the
accounting and reporting of ownership interests in subsidiaries held by parties other than the parent. Non-
controlling interests are to be presented in the consolidated statements of financial position within equity but
separate from the parent’s equity. The amount of consolidated net income attributable to the parent and to the
non-controlling interest is to be clearly identified and presented on the face of the consolidated statements of
income. In addition, these pronouncements establish standards for a change in a parent’s ownership interest in a
subsidiary and the valuation of retained non-controlling equity investments when a subsidiary is deconsolidated.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2009
STANTEC INC.
F-13



They also establish reporting requirements for providing sufficient disclosures that clearly identify and distinguish
between the interests of the parent and the interests of the non-controlling owners. The Company is currently
considering the impact of adopting these pronouncements on its consolidated financial statements in fiscal 2011 in
connection with its conversion to IFRS.

Business Acquisitions

Acquisitions are accounted for under the purchase method of accounting, and the results of operations since the
respective dates of acquisition are included in the consolidated statements of income. From time to time, as a
result of the timing of acquisitions in relation to the Company's reporting schedule, certain of the purchase price
allocations may not be finalized at the initial time of reporting. Purchase price allocations are completed after the
vendors' final financial statements and income tax returns have been prepared and accepted by the Company.
Such preliminary purchase price allocations are based on management's best estimates of the fair values of the
acquired assets and liabilities as at the acquisition date. Upon finalization, adjustments to the initial estimates may
be required, and these adjustments may be material.

The purchase prices of acquisitions may be subject to price adjustment clauses included in the purchase
agreements. At each consolidated balance sheet date, these purchase price adjustment clauses are reviewed,
which may result in an increase or reduction to the note payable consideration recorded at acquisition to reflect
either more or less non-cash working capital than was originally recorded.

As at December 31, 2009, additional consideration, specified in certain purchase agreements, may be payable
based on future performance parameters. This contingent consideration is not determinable and will be
recognized as an adjustment to goodwill in the period in which the contingency is resolved. During 2009, $1.8
million (December 31, 2008 — none) in contingent consideration of this nature was recorded.

In the case of some acquisitions, additional payments may be made to the employees of an acquired company
that are based on their continued service over an agreed period of time. These additional payments are not
included in the purchase price. They are expensed as compensation as services are provided by the employees.

Acquisitions in 2009

On January 2, 2009, the Company acquired the shares and businesses of Jacques Whitford Group Ltd. and
Jacques Whitford Global Group Limited (Jacques Whitford) for cash consideration of $64.0 million and notes
payable of $79.0 million. These firms are leading providers of environmental management and remediation and
geotechnical engineering services. This acquisition also increased the Company’s presence in Canada and the
eastern United States and expanded its ability to provide environmental assessments and permitting services,
especially for the energy sector.

On November 6, 2009, the Company acquired the net assets and business of Granary Associates, Inc. (Granary)
for cash consideration and notes payable. The acquisition of this firm, with office locations in Philadelphia,
Pennsylvania, and New York, New York, strengthened the Company’s expertise in project management, planning,
architecture, and interior design, especially in the health care industry.

During 2009, the Company adjusted the purchase prices on the Dunlop Architects Inc.; Vollmer Associates LLP;
Neill and Gunter Limited; Neill and Gunter (Nova Scotia) Limited; Fuller, Mossbarger, Scott & May Engineers, Inc.;
The Zande Companies, Inc.; RHL Design Group, Inc.; Mcintosh Engineering Holdings Corporation; and Murphy
Hilgers Architects Inc. acquisitions pursuant to purchase price adjustment clauses included in the purchase
agreements. These adjustments impacted non-cash working capital and notes payable.

During 2009, the purchase price allocations for the RHL Design Group, Inc., McIntosh Engineering Holdings
Corporation, and Jacques Whitford acquisitions were finalized. The Company expects to finalize the purchase
price allocation for the Granary acquisition during the third quarter of 2010.
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Acquisitions in 2008

On January 2, 2008, the Company acquired the shares and business of The Zande Companies, Inc. for cash
consideration and notes payable. In addition, at acquisition, US$1.56 million was placed in an escrow account,
pending the outcome of purchase price adjustment clauses included in the purchase agreement, and a
corresponding US$1.56 million obligation was recorded. Any increase or reduction to this obligation is recorded as
an adjustment to the net assets acquired. During 2008, due to purchase price adjustments, US$491,000 was
returned to the Company, and the obligation was reduced accordingly. On January 2, 2009, the funds remaining in
escrow were paid to the representative of the former shareholders of The Zande Companies, Inc. The acquisition
of this firm strengthened the Company's operations in the midwestern United States and increased the depth of its
service offerings to public sector clients in the environment sector. The Zande Companies, Inc. provides services
mainly in water and wastewater treatment facility design, environmental management, and transportation, as well
as complementary services in planning, landscape architecture, surveying, and land development.

On January 2, 2008, the Company acquired the net assets and business of Rochester Signal, Inc. for cash
consideration and notes payable. The addition of this firm supplemented the existing transit-related services
offered by the Company. Rochester Signal, Inc. provides signal design and related construction management,
installation, and testing services, along with engineering support for the development of all types of rail systems,
from main and commuter lines to rapid transit and light rail.

On February 1, 2008, the Company acquired the shares and business of Sll Holdings, Inc. (Secor) for cash
consideration. In addition, at acquisition, US$5.0 million was placed in an escrow account to be settled on
February 1, 2009, pending the outcome of purchase price adjustment clauses included in the purchase
agreement. A corresponding US$5.0 million obligation was also recorded at acquisition. During the first quarter of
2009, US$4.9 million of the escrow funds was paid to the former shareholders of Secor, and the remainder was
paid back to the Company and recorded as a reduction of the liability and an adjustment to non-cash working
capital. The acquisition of this firm significantly increased the Company’s service offerings in the environment
sector. Secor provides expertise in downstream marketing remedial services to the US energy industry, as well as
comprehensive environmental remediation services to the manufacturing, chemical, pulp and paper, and
transportation industries.

On March 14, 2008, the Company acquired the shares and business of RHL Design Group, Inc. for cash
consideration and promissory notes. The acquisition of this firm, headquartered in Petaluma, California, with
several offices in the western United States, significantly increased the Company's commercial development
services. RHL Design Group, Inc. provides full program implementation and comprehensive design services to
commercial clients with facilities in multiple locations.

On July 2, 2008, the Company acquired the shares and business of Mclntosh Engineering Holdings Corporation
for cash consideration and notes payable. The addition of this firm provided the Company with a more visible
presence in the mining sector and expanded its operations in Tempe, Arizona, and Sudbury and North Bay,
Ontario. MclIntosh Engineering Holdings Corporation provides expertise in underground mining engineering.

During 2008, the Company adjusted the purchase price on the Vollmer Associates LLP; Trico Engineering
Consultants, Inc.; Chong Partners Architecture, Inc.; Woodlot Alternatives, Inc.; Neill and Gunter companies;
Murphy Hilgers Architects Inc.; Fuller, Mossbarger, Scott & May Engineers, Inc.; Secor; RHL Design Group, Inc.;
and Mclintosh Engineering Holdings Corporation acquisitions pursuant to purchase price adjustment clauses
included in the purchase agreements. These adjustments impacted non-cash working capital and notes payable.
Also during 2008, the Company adjusted the purchase price on the CPV Group Architects & Engineering Ltd.
acquisition due to the payment of contingent consideration. This adjustment impacted goodwill (note 4).
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Aggregate consideration paid

Details of the aggregate consideration given and of the fair values of net assets acquired or adjusted for are as

follows:

Total Total
2009 2008
(In thousands of Canadian dollars) $ $
Cash consideration 73,078 97,887
Notes payable 71,701 30,767
Purchase price 144,779 128,654
Assets and liabilities acquired at fair values
Cash acquired - 5,800
Bank indebtedness assumed (4,596) (1,788)
Non-cash working capital 25,917 13,308
Property and equipment 16,606 10,717
Investments 3,431 -
Goodwill 104,702 99,959
Intangible assets
Client relationships 12,997 19,589
Contract backlog 10,756 4,542
Other 3,553 (1,805)
Other long-term liabilities (2,706) (482)
Non-controlling interest in subsidiaries (186) -
Long-term debt (15,218) (16,105)
Future income taxes (6,036) (4,214)
Capital lease obligations (4,441) (867)
Net assets acquired 144,779 128,654

Of the goodwill and intangible assets resulting from acquisitions completed in 2009, $11,643,000 (2008 —

$12,416,000) is deductible for income tax purposes.

At the time of acquisition, management estimates the exit costs of consolidating or closing offices occupied by the
acquired entity. These costs are accrued in other long-term liabilities or non-cash working capital as part of the
purchase price allocation (note 9). Adjustments to the exit liabilities may impact goodwill. In 2009, the Company

adjusted the exit liability and impacted goodwill for the RHL Design Group, Inc. and Jacques Whitford.
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3. Property and Equipment

2009 2008
Accumulated Accumulated
Cost Depreciation Cost Depreciation
(In thousands of Canadian dollars) $ $ $ $
Engineering equipment 75,541 44,307 75,111 41,338
Office equipment 42,270 22,861 39,616 20,098
Automotive equipment 7,123 4,850 9,697 6,384
Leasehold improvements 58,856 16,277 52,074 12,648
Assets under capital leases 2,295 935 1,361 304
Buildings 11,046 1,754 10,050 1,391
Land 2,109 - 2,022 -
199,240 90,984 189,931 82,163
Net book value 108,256 107,768

Included in leasehold improvements is construction work in progress in the amount of $1,646,000 (2008 —
$292,000), on which depreciation has not started. The Company entered into capital leases for certain office and
automotive equipment. The depreciation on assets under capital leases was $688,000 for 2009 (2008 —
$304,000).

4. Goodwill

2009 2008
(In thousands of Canadian dollars) $ $
Goodwill, beginning of the year 446,818 332,922
Current year acquisitions 108,713 99,606
Impairment (35,000) (53,000)
Contingent consideration payments 2,324 1,419
Purchase price adjustments (6,335) (1,066)
Impact of foreign exchange (47,706) 66,937
Goodwill, end of the year 468,814 446,818

Goodwill recognized from acquisitions includes factors such as the expertise and reputation of the assembled
workforce acquired, the geographic location of the acquiree, and the expected synergies. In accordance with its
accounting policies, the Company conducts an annual goodwill impairment test as of July 1 or more frequently if
circumstances indicate that an impairment may occur. The Company allocates goodwill to its reporting units. In
2008 and the first quarter of 2009, these reporting units were defined as Canada, US West, and US East. Effective
April 1, 2009, the reporting units are defined as Canada West, Canada East, US West, and US East. Reporting
units are determined based on the way management organizes the Company for making operating decisions and
assessing performance. The Company does not monitor goodwill at or allocate goodwill to its practice areas.

Management believes that the methodology used to test impairment of goodwill, which involves a significant
number of judgments and estimates, provides a reasonable basis for determining whether an impairment has
occurred. Many of the factors used in determining whether or not goodwill is impaired are outside management’s
control and involve inherent uncertainty. Therefore, actual results could differ from those estimated. As well, it is
reasonably likely that assumptions and estimates will change in future periods and could have a significant impact
on the fair value of a reporting unit, resulting in future impairments.
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Goodwill impairment testing is a two-step process. In the first step, the Company compares the fair values of its
reporting units to their respective carrying values. The Company estimates fair value using market information and
discounted after-tax cash flow projections, which is known as the income approach. The income approach uses a
reporting unit's projection of estimated operating results and discounted cash flows based on a discount rate that
reflects current market conditions. For its 2009 impairment test, the Company discounted its reporting units' cash
flows using discount rates ranging from 10.5% to 12.0% (2008 — 10.0% to 12.0%). To arrive at cash flow
projections, the Company used estimates of economic and market information over the projection period, including
growth rates in revenues, costs, estimates of future expected changes in operating margins, and cash
expenditures. Other significant estimates and assumptions included terminal value growth rates, future estimates
of capital expenditures, and changes in future working capital requirements.

The Company validates its estimate of the fair value of each reporting unit under the income approach by
comparing the resulting multiples to multiples derived from comparable public company transactions or acquisition
multiples on its private company transactions. The Company reconciles the total of the fair values of its reporting
units with its market capitalization to determine if the sum of the individual fair values is reasonable compared to
the external market indicators. If the reconciliation indicates a significant difference between the external market
capitalization and the fair values of the reporting units, the Company reviews and adjusts, if appropriate, the
discount rates by reporting units and considers if the implied control premium is reasonable in light of current
market conditions.

If the carrying value of a reporting unit is higher than its fair value, goodwill is potentially impaired and step two of
the impairment test must be performed. In step two, the amount of the impairment is calculated by comparing the
implied fair value of the reporting unit's goodwill to the carrying value of the goodwill. The implied fair value of the
goodwill is calculated in the same manner as if the reporting unit were being acquired in a business combination. If
the implied fair value of the goodwill is less than its carrying value, an impairment charge is recorded for the
difference. The impairment charge is recorded as a reduction in the carrying value of the goodwill on the
consolidated balance sheet and recognized as a non-cash impairment charge in income.

During the third quarter of 2009, the Company completed step one of the impairment test and determined that the
US West reporting unit was impaired. The impairment was due to fluctuations in the market and uncertainties
arising from overall economic conditions primarily relating to the Urban Land practice area, which comprised
approximately 19% of the reporting unit's year-to-date gross revenue as at September 30, 2009, compared to
approximately 60% for the same period in 2006 when economic conditions were favorable for the practice. Upon
completion of step two of the impairment test, the Company determined that the goodwill of this reporting unit was
impaired. A $35.0 million impairment charge was attributed to the US West reporting unit and reflected as a non-
cash charge to income. As at September 30, 2009, after the impairment charge, the aggregate carrying value of
the US West goodwill was $157.2 million, or 33.8% of the consolidated goodwill balance.

Although the Company has reduced the carrying amount of its goodwill, if market and economic conditions
deteriorate further or if continued volatility in the financial markets causes declines in its stock price, increases the
weighted average cost of capital, or changes cash flow multiples or other inputs to its goodwill assessment, it may
need to test its goodwill for impairment between its annual testing periods. In addition, it is possible that changes
in the numerous variables associated with the judgments, assumptions, and estimates made by management in
assessing the fair value of the Company's goodwill could cause its reporting units to be further impaired. Goodwill
impairment charges are non-cash charges that could have a material adverse effect on the Company’s
consolidated financial statements but do not have any adverse effect on its liquidity, cash flows from operating
activities, or debt covenants and will not have an impact on its future operations.

During the third quarter of 2008, after completing step one of the impairment test, the Company determined that its
goodwill was potentially impaired since the estimated fair value of its US West and US East reporting units was
less than their carrying value. As at September 30, 2008, the second step of the goodwill impairment test was not
complete, and management recorded its best estimate of the goodwill impairment as $53.0 million. This charge
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5.

was allocated to the US West and US East reporting units and reflected as a non-cash charge to income. During
the fourth quarter of 2008, the Company completed step two of the goodwill impairment test and concluded that no
further adjustment to this estimate was required.

Intangible Assets

2009 2008
Gross Gross
Carrying Accumulated Carrying  Accumulated Impairment of
Amount Amortization Amount  Amortization Asset
(In thousands of Canadian dollars) $ $ $ $ $
Client relationships 61,391 15,676 58,683 11,200 5,369
Contract backlog 11,048 5,349 7,643 4,989 -
Software 13,774 4,389 20,289 13,647 -
Other 4,764 1,408 2,163 942 -
90,977 26,822 88,778 30,778 5,369
Carrying amount 64,155 52,631

Once an intangible asset is fully amortized, the gross carrying amount and related accumulated amortization are
removed from the accounts. Other than goodwill, the Company has not recorded any intangible assets with
indefinite lives. Included in software are capital leases with a net book value of $5,228,000. For intangible assets

held as of December 31, 2009, the estimated aggregate amortization expense for each of the next five years and
thereafter is as follows:

(In thousands of Canadian dollars) $

2010 13,721

2011 8,642

2012 6,428

2013 5,829

2014 5,489

Thereafter 24,046

64,155

In accordance with its accounting policies, the Company tests intangible assets for recoverability when events or a
change in circumstances indicate that their carrying amount may not be recoverable. The determination of
recoverability is based on an estimate of undiscounted cash flow, and the measurement of impairment loss is
based on the amount that the carrying value of an intangible asset exceeds its fair value. As part of the impairment
test, the Company updates its future cash flow assumptions and estimates, including factors such as current and
future contracts with clients, margins, market conditions, and the useful lives of the assets. Based on the results of
this review in 2009, the Company concluded that there was no impairment to intangible assets.

During 2008, the Company concluded that intangible assets relating to certain client relationships were not fully
recoverable and therefore recorded a non-cash $5.4 million impairment charge to income. The impairment
primarily reflected the financial distress experienced by specific clients in relation to The Keith Companies, Inc.
acquisition. The remaining carrying value of these client relationships after this impairment charge was $6.0 million
at December 31, 2008.
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6. Other Assets

2009 2008

(In thousands of Canadian dollars) $ $
Investments held for self-insured liabilities 38,418 26,540
Investments in associated companies 6,631 1,226
Investments — other 713 774
Holdbacks on long-term contracts 3,411 3,933
Assets held for sale 845 621
Other 5,659 9,567
55,677 42,661

Less current portion 6,550 6,503
49,127 36,158

Investments held for self-insured liabilities consist of government and corporate bonds and equity securities.
These investments are classified as available for sale and are stated at fair value.

The fair value of the bonds at December 31, 2009, was $26,748,000 (2008 — $18,657,000), and the fair value of
the equities was $11,670,000 (2008 — $7,883,000). The amortized cost of the bonds at December 31, 2009, was
$26,250,000 (2008 — $17,960,000), and the cost of the equities was $11,556,000 (2008 — $10,924,000). The
bonds bear interest at rates ranging from 2.625% to 7.0% per annum (2008 — 3.25% to 7.0%). The term to
maturity of the bond portfolio, stated at fair value, is $3,780,000 (2008 — $3,144,000) due within one year,
$22,968,000 (2008 — $13,533,000) due within two to five years, and nil (2008 — $1,980,000) due within five to
seven years. The Company does not intend, nor is required, to sell these investments before the recovery of their
cost or amortized cost basis.

Investments in associated companies are accounted for using the equity method and include Teshmont
Consultants (50%), SSBV Consultants Inc. (33.3%), and Planning & Stantec Limited (50%). In addition, on
January 2, 2009, as part of the Jacques Whitford acquisition, the Company acquired CLFN-AXYS Limited
Partnership (49%), Kavik-AXYS Inc. (24.5%), Fort Mckay-Jacques Whitford AXYS Evergreen Inc. (49%), Nunami
Stantec Limited (49%), ADC-Stantec Inc. (49%), Neegan Naynowan Stantec LP (49%), AIVEK Stantec Limited
Partnership (49%), Tlego'hti Jacques Whitford Limited (49%), Sungai Bera Remediation J.V. Canada Limited
(25%), Fugro Jacques GeoSurveys Inc. (30%) and Fugro Jacques N.V. (30%).

The Company is in the process of selling certain land and equipment. These assets meet the criteria for assets
held for sale. Therefore, they are measured at the lower of their carrying amount and fair value less costs to

dispose and are no longer depreciated.

7. Accounts Payable and Accrued Liabilities

2009 2008

(In thousands of Canadian dollars) $ $
Trade accounts payable 63,204 49,774
Employee and payroll liabilities 77,582 113,934
Accrued liabilities 26,389 25,652
167,175 189,360
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8. Long-Term Debt

2009 2008

(In thousands of Canadian dollars) $ $
Non-interest-bearing note payable 177 162
Other notes payable 91,830 55,940
Bank loan 134,600 192,544
Capital lease obligations 7,590 563
234,197 249,209

Less current portion 35,428 34,096
198,769 215,113

The non-interest-bearing note payable is due November 1, 2027, in the amount of $933,000. The note's carrying
value of $177,000 is determined using a discount rate of 9.75%. If the non-interest-bearing note payable were
discounted at interest rates in effect at December 31, 2009, the fair value of the note would be $318,000 (2008 —
$277,000).

The weighted average rate of interest on the other notes payable is 4.98% (2008 — 5.14%). The notes may be
supported by promissory notes and are due at various times from 2010 to 2013. The aggregate maturity value of
the notes is $91,895,000 (2008 — $56,062,000). As at December 31, 2009, $25,684,000 (2008 — $48,343,000) of
the notes' carrying value was payable in US funds (2009 — US$24,438,000; 2008 — US$39,690,000). The carrying
value of the other notes payable approximates their fair value based on interest rates in effect at December 31,
20009.

The Company has a $300 million revolving credit facility that matures on August 31, 2011. The facility is available
for acquisitions, working capital needs, capital expenditures, and general corporate purposes. Depending on the
form under which the credit facility is accessed, rates of interest will vary between Canadian prime, US base rate,
or LIBOR or bankers' acceptance rates plus 65, 85, or 125 basis points. As at December 31, 2009, $105,100,000
of the bank loan was payable in US funds (US$100,000,000), and $29,500,000 was payable in Canadian funds.
As at December 31, 2008, $131,544,000 of the bank loan was payable in US funds (US$108,000,000), and
$61,000,000 was payable in Canadian funds. Loans may be repaid under the credit facility from time to time at the
option of the Company.

During 2008, the Company entered into an interest rate swap agreement that has the effect of converting the
variable interest obligation associated with US$100 million of the credit facility, based on a LIBOR rate, into a fixed
interest rate of 3.43%, plus an applicable basis points spread, until September 3, 2010 (note 12).

Taking the effect of the interest rate swap into consideration, the average interest rate applicable at December 31,

2009, was 3.42% (2008 — 3.36%). The credit facility contains restrictive covenants (note 16). All the assets of the
Company are held as collateral under a general security agreement for the bank loan.

The funds available under the revolving credit facility are reduced by any outstanding letters of credit. At
December 31, 2009, the Company had issued and outstanding letters of credit totaling $141,000 (2008 —
$139,000) payable in Canadian funds and $1,882,000 (US$1,791,000) (2008 — $2,426,000, US$1,992,000)
payable in US funds that expire at various dates before January 2011. These letters of credit were issued in the
normal course of operations, including the guarantee of certain office rental obligations. At December 31, 2009,
$163,377,000 (2008 — $104,891,000) was available in the revolving credit facility for future activities.

As at December 31, 2009, there were $518,000 (US$493,000) additional letters of credit outstanding payable in
US funds and $114,000 payable in Canadian funds that were assumed from acquisitions (2008 — nil). The
Company has a surety facility to facilitate, as part of the normal course of operations, the issuance of bonds for
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certain types of project work. As at December 31, 2009, $11,470,000 (US$10,913,000) (2008 — $243,000,
US$199,000) in bonds had been issued under this credit facility.

As at December 31, 2009, the Company's capital lease obligations included capital leases bearing interest at rates
ranging from 2.30% to 14.71%. These capital leases expire at various dates before April 2013. The interest

incurred on capital lease obligations in 2009 was $220,000 (2008 — $27,000).

The principal repayments required on long-term debt in each of the next five years and thereafter are as follows:

(In thousands of Canadian dollars) $

2010 35,428

2011 169,387

2012 29,010

2013 195

2014 -

Thereafter 177

234,197

The interest incurred on long-term debt in 2009 was $11,290,000 (2008 — $7,784,000; 2007 — $2,444,000).

9. Other Liabilities

2009 2008
(In thousands of Canadian dollars) $ $
Provision for self-insured liabilities 31,284 30,265
Deferred gain on sale leaseback 4,877 5,314
Lease inducement benefits 23,236 22,866
Liabilities on lease exit activities 6,171 4,081
Liability for uncertain tax positions 1,529 1,725
Derivative financial instruments (note 12) 2,427 4,218
Other 7,883 4,696
77,407 73,165

Less current portion 13,558 8,868
63,849 64,297

Provision for self-insured liabilities

The Company self-insures a portion of its estimated liabilities that may arise in connection with reported legal
claims (note 13). This provision for self-insured liabilities is based on the results of an actuarial review performed
in 2009 and 2008, with the current and long-term portion determined based on the actuarial estimate. At
December 31, 2009, the long-term portion was $29,424,000 (2008 — $28,577,000).

2009 2008
(In thousands of Canadian dollars) $ $
Provision, beginning of the year 30,265 17,659
Current year provision 9,443 12,470
Payment for claims settlement (4,761) (3,034)
Impact of foreign exchange (3,663) 3,170
Provision, end of the year 31,284 30,265
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The self-insured liability increased during 2009 primarily due to new claims incurred and reported since the end of
2008, offset by the impact of foreign exchange. The timing of claim settlement payments is dependent upon the
resolution of case-specific matters and may extend over several months or years.

Deferred gain on sale leaseback

In 2004, the Company completed the sale of its office building in Edmonton, Alberta, for cash proceeds of
$34,500,000. Concurrent with the sale, the Company leased the property back for a period of 15 years. The lease
is accounted for as an operating lease. The resulting gain of $7,103,000 was deferred and is being amortized over
the lease term.

Liabilities on lease exit activities

Charges are accrued when management closes offices in existing operations or finalizes plans to downsize offices
in locations assumed from an acquiree upon a business acquisition. Included in the liability is the present value of
the remaining lease payments, reduced by estimated sublease rentals that can reasonably be obtained.

2009 2008
(In thousands of Canadian dollars) $ $
Liability, beginning of the year 4,081 4,112
Current year provision:
Established for existing operations 3,728 1,488
Resulting from acquisitions 1,677 1,663
Costs paid or otherwise settled (3,755) (2,475)
Adjustments to purchase price allocation 1,029 (1,181)
Impact of foreign exchange (589) 474
Liability, end of the year 6,171 4,081

10. Non-controlling interest

The Company has a 75% interest in The National Testing Laboratories Limited (NTLL) and an 80% interest in |.R.
Wilson Consultants Ltd. A non-controlling interest in these subsidiaries represents the minority interest’s share of
the subsidiary’s equity. Income earned by the non-controlling interest in these subsidiaries was nil during 2009. In
2009, the Company entered into an agreement whereby it commits to purchase in the future the non-controlling
interests of NTLL over a period ending in 2014.

11. Commitments

The Company has entered into various commitments including commitments for annual basic premises rent under
long-term leases, software support, and equipment and vehicle operating leases. The commitments for the next
five years and thereafter are as follows:

(In thousands of Canadian dollars) $
2010 77,793
2011 67,694
2012 60,005
2013 45,631
2014 34,848

Thereafter 97,416
383,387

The premises rental expense for the year ended December 31, 2009, was $64,301,000 (2008 — $48,602,000;
2007 — $41,113,000).
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12.

13.

Derivative Financial Instruments

As at December 31, 2009, the Company had entered into foreign currency forward contract arrangements that
provided for the purchase of US$75,000,000 at rates ranging from 1.05310 to 1.05485 per US dollar maturing over
the next month. As at December 31, 2008, the Company had entered into foreign currency forward contract
arrangements that provided for the purchase of US$74,000,000 at rates ranging from 1.1932 to 1.2198 per US
dollar maturing over the next month. These derivative financial instruments were entered into to mitigate the risk of
foreign currency fluctuations on net operating assets denominated in US dollars. The fair value of these contracts,
estimated using third-party market indications and forecasts as at December 31, 2009, is an unrealized loss of
$270,000 (December 31, 2008 — unrealized gain of $1,597,000). The unrealized gains or losses relating to these
derivative financial instruments were recorded in income as foreign exchange gains or losses and in the
consolidated balance sheet as other assets or other liabilities.

During 2008, the Company entered into a US$100 million interest rate swap agreement maturing on September 3,
2010. This swap agreement has the effect of converting the variable interest rate on US$100 million of the
Company's revolving credit facility, based on a LIBOR rate, into a fixed interest rate of 3.43%, plus an applicable
basis points spread. The fair value of the interest rate swap, estimated using market rates at December 31, 2009,
is an unrealized loss of $2,157,000 ($1,531,000 net of tax) (December 31, 2008 — unrealized loss of $4,218,000
[$2,974,000 net of tax]). The Company has designated the swap as a cash flow hedge against its revolving credit
facility; therefore, the unrealized gains or losses relating to this derivative financial instrument are recorded in
other comprehensive income and in the consolidated balance sheet as other assets or other liabilities. In the event
that the hedging relationship is no longer effective or ceases to exist, the gains or losses will be recorded in
income. The hedging relationship was effective from the date of entering into the swap to December 31, 2009.

Contingencies and Guarantees

In the normal conduct of operations, various legal claims are pending against the Company alleging, among other
things, breaches of contract or negligence in connection with the performance of consulting services. The
Company carries professional liability insurance, subject to certain deductibles and policy limits, and has a captive
insurance company that provides insurance protection against such claims. In some cases, parties are seeking
damages that substantially exceed the Company's insurance coverage. Based on advice and information provided
by legal counsel, the Company's previous experience with the settlement of similar claims, and the results of the
annual actuarial review, management believes that the Company has recognized adequate provision for probable
and reasonably estimable liabilities associated with these claims and that their ultimate resolution will not
materially exceed insurance coverages or have a material adverse effect on the Company's consolidated financial
position or annual results of operations. Management cannot estimate the extent to which losses exceeding those
already recorded in the financial statements may be incurred.

During 2009, the Company issued a guarantee, up to a maximum of US$60 million, for project work with the US
federal government. If the guarantee is exercised, the Company has recourse to its insurers, subject to certain
deductibles, policy terms, and limits, to recover claims costs and damages arising from errors or omissions in
professional services. The Company has not made any payments under this guarantee, and no amounts have
been accrued in the consolidated financial statements with respect to the guarantee.

In the normal course of business, the Company provides indemnifications and, in very limited circumstances,
surety bonds. These are often standard contractual terms and are provided to counterparties in transactions such
as purchase and sale contracts for assets or shares, service agreements, and leasing transactions. The Company
also indemnifies its directors and officers against any and all claims or losses reasonably incurred in the
performance of their service to the Company to the extent permitted by law. These indemnifications may require
the Company to compensate the counterparty for costs incurred as a result of various events, including changes in
or in the interpretation of laws and regulations, or as a result of legal claims or statutory sanctions that may be
suffered by the counterparty as a consequence of the transaction. The terms of these indemnifications will vary
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14.

based upon the contract, the nature of which prevents the Company from making a reasonable estimate of the
maximum potential amount that it could be required to pay to counterparties. The Company carries liability
insurance, subject to certain deductibles and policy limits, that provides protection against certain insurable
indemnifications. Historically, the Company has not made any significant payments under such indemnifications,
and no amounts have been accrued in the accompanying consolidated financial statements with respect to these
indemnifications.

Share Capital

Authorized
Unlimited Common shares, with no par value
Unlimited Preferred shares issuable in series, with attributes designated by the Board of Directors

Common shares

During 2009, no common shares were repurchased for cancellation pursuant to an ongoing normal course issuer
bid. In 2008, 351,400 (2007 — 9,200) shares were repurchased for cancellation at a cost of $8,914,000; (2007 —
$294,000). Of this amount, $1,688,000 and $58,000 (2007 — $44,000 and $1,000) reduced the share capital and
contributed surplus accounts, respectively, with $7,168,000 (2007 — $249,000) being charged to retained
earnings.

During 2009, the Company recognized a stock-based compensation expense of $3,985,000 (2008 — $5,118,000;
2007 — $3,452,000) in administrative and marketing expenses. Of the amount expensed, $3,028,000 related to the
fair value of options granted (2008 — $4,887,000; 2007 — $1,919,000), $957,000 related to deferred share unit
compensation (2008 — $120,000; 2007 — $1,416,000), and nil related to the restricted shares issued on the Keith
acquisition (2008 — $111,000; 2007 — $117,000). The fair value of options granted was reflected through
contributed surplus; the deferred share unit compensation was reflected through accrued liabilities; and the
restricted shares were reflected through deferred stock compensation. Upon the exercise of share options for
which a stock-based compensation expense has been recognized, the cash paid together with the related portion
of contributed surplus is credited to share capital. Upon the vesting of restricted shares for which a stock-based
compensation expense has been recognized, the related portion of contributed surplus is credited to share capital.

Share options

Under the Company's share option plan, options to purchase common shares may be granted by the Board of
Directors to officers and employees. Options are granted at exercise prices equal to or greater than fair market
value at the issue date, generally vest evenly over a three-year period, and have contractual lives that range from
7 to 10 years. The aggregate number of common shares reserved for issuance that may be purchased upon the
exercise of options granted pursuant to the plan shall not exceed 4,487,026 common shares. At December 31,
2009, 1,813,899 options were available for issue.

The Company has granted share options to officers and employees to purchase 1,752,298 shares at prices
between $9.42 and $30.61 per share. These options expire on dates between December 19, 2010, and August 18,
2015.
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2009 2008 2007

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
# $ # $ # $
Share options,
beginning of the
year 2,061,828 20.97 1,751,022 18.32 1,702,784 11.92
Granted - - 480,000 29.40 467,500 30.61
Exercised (268,697) 8.73 (97,860) 12.25 (386,598) 4.97
Forfeited (30,837) 29.34 (58,502) 24.86 (31,664) 18.69
Cancelled (9,996) 30.21 (12,832) 22.87 (1,000) 20.42
Share options, end
of the year 1,752,298 22.65 2,061,828 20.97 1,751,022 18.32

The options held by officers and employees at December 31, 2009, were as follows:

Options Outstanding Options Exercisable
Weighted Weighted Weighted Weighted
Range of Average Average Average Average
Exercise Remaining  Exercise Shares Remaining Exercise
Prices  Outstanding Contractual Price Exercisable Contractual Price
$ # Lifein Years $ # Lifein Years $
9.42 - 13.55 511,631 1.91 11.66 511,631 1.91 11.66
20.37 - 20.42 362,334 3.65 20.39 362,334 3.65 20.39
29.40 — 30.61 878,333 5.15 29.98 434,017 4.98 30.18
9.42 — 30.61 1,752,298 3.89 22.65 1,307,982 3.41 20.23

The fair value of options granted subsequent to January 1, 2002, is determined at the date of grant using the
Black-Scholes option-pricing model. The Black-Scholes option valuation model was developed for use in
estimating the fair value of traded options that have no vesting restrictions and are fully transferable. In addition,
option valuation models require the input of highly subjective assumptions, including expected share price
volatility.

The estimated fair value of options granted at the share market price on the grant date was determined using the
weighted average assumptions indicated below. No options were granted in 2009.

2008 2007
Risk-free interest rate (%) 3.09 4.31
Expected hold period to exercise (years) 5.5 5.5
Volatility in the price of the Company's shares (%) 29.6 27.5
Weighted average fair value per option ($) 9.82 10.65

The expected volatility was based on the historical volatility of the Company’s shares over a period commensurate
with the expected term of the share option. The risk-free interest rate for the expected life of the options was based
on the yield available on government bonds, with an approximate equivalent remaining term at the time of the
grant. Historical data was used to estimate the expected life of the option.
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A summary of the status of the Company’s non-vested options as of December 31, 2009, and of changes in the
year are as follows:

Number of Shares Weighted Average

Subject to Option Grant Date Fair Value

# $

Non-vested, beginning of the year 898,854 9.77
Vested (423,701) 9.43
Forfeited (30,837) 9.99
Non-vested share options, end of the year 444,316 10.08

As of December 31, 2009, 444,316 options remained unvested, and there was a total unrecognized compensation
cost of $1,486,000 related to the Company’s share option plans. This cost is expected to be recognized over a
weighted average period of 1.31 years.

For all outstanding options at December 31, 2009, the aggregate intrinsic value was $13,581,000. For fully vested
share options and share options outstanding at December 31, 2009, that are expected to vest in the future, the
aggregate intrinsic value was $13,541,000. For options exercisable at December 31, 2009, the intrinsic value at
December 31, 2009, was $13,307,000. The total intrinsic value of options exercised during the years ended
December 31, 2009, 2008, and 2007, was $5,181,000, $1,910,000, and $8,186,000, respectively.

Deferred share units

Under the Company’s deferred share unit plan, the chief executive officer (CEQ) and directors of the board of the
Company may receive deferred share units equal to one common share. These units are paid out to the CEO and
directors upon their death or retirement, or in the case of the CEO, on termination, in the form of cash and are
valued at the weighted-by-volume average of the closing market price of the Company’s common shares for the
last 10 trading days of the month of death, retirement, or termination. Deferred share units cannot be paid in the
form of Company shares. In 2009, $428,000 deferred share units were paid (2008 — $464,000; 2007 — $450,000).
These units are recorded at market value based on the weighted by volume average market price of the
Company’s common shares for the last 10 trading days of the period end date. As at December 31, 2009, 78,472
units were outstanding (2008 — 60,800; 2007 — 56,000) with a market value of $2,361,000 (2008 — $1,833,000;
2007 - $2,178,000).

Restricted shares

In 2005, the former shareholders of Keith received restricted shares in connection with its acquisition. These
restricted shares vested over a period ending April 1, 2008. Upon the vesting of the restricted shares, common
shares were issued. As at December 31, 2009, no restricted shares were outstanding (2008 — nil; 2007 — 5,792).

15. Financial Instruments

The Company classifies its financial instruments as follows:

. Cash and cash equivalents and cash held in escrow are classified as financial assets held for trading and are
recorded at fair value, with realized and unrealized gains and losses reported in income.

. Accounts receivable are classified as receivables and are initially accounted for at fair value and
subsequently adjusted for any allowance for doubtful accounts, with realized gains and losses reported in
income.

o Investments held for self-insured liabilities are classified as financial assets available for sale and are
recorded at fair value, with accumulated unrealized gains and losses reported in other comprehensive
income until disposed of, at which time the realized gains and losses are recognized in income.
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. Accounts payable and accrued liabilities and long-term debt are classified as other financial liabilities and are
initially recorded at fair value and subsequently recorded at amortized cost using the effective interest rate
method, with realized gains and losses reported in income.

. Derivative other assets and liabilities are classified as held for trading and are accounted for at fair value,
with realized and unrealized gains and losses reported in income unless the derivative qualifies and is
designated as an effective cash flow hedge, in which case, unrealized gains and losses are recorded in other
comprehensive income.

Fair Value

The fair value of a financial instrument on initial recognition is normally the transaction price, which is the value of
the consideration given or received. Transaction costs on financial instruments are expensed when incurred.
Purchases and sales of financial assets are accounted for at trade dates. Subsequent to initial recognition, the fair
values of financial instruments are based on the bid prices in quoted active markets for financial assets and on the
ask prices for financial liabilities. The fair values of derivatives are based on third-party indicators and forecasts.
The fair values of cash and cash equivalents, cash held in escrow, accounts receivable, and accounts payable
and accrued liabilities approximate their carrying values because of the short-term maturity of these instruments.
The carrying value of bank loans approximates their fair value because the applicable interest rate is based on
variable reference rates. The carrying values of other financial assets and financial liabilities approximate their fair
values except as otherwise disclosed in the consolidated financial statements.

CICA Handbook Section 3862 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The three levels of the fair value hierarchy are described below:

. Level 1 inputs are quoted prices in active markets for identical assets or liabilities at the measurement date.

. Level 2 inputs are observable inputs other than quoted prices included within level 1, such as quoted prices
for similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in markets that
are not active, or other inputs that are observable directly or indirectly.

. Level 3 inputs are unobservable inputs for the asset or liability that reflect the reporting entity’s own
assumptions and are not based on observable market data.

In forming estimates, the Company uses the most observable inputs available for valuation purposes. If a fair
value measurement reflects inputs of different levels within the hierarchy, the financial instrument is categorized
based on the lowest level of significant input.

The following table presents the Company’s fair value hierarchy for those assets and liabilities measured at fair
value on a recurring basis as of December 31, 2009.

Carrying
Amount of Quoted Prices in Significant
Asset/Liability at Active Markets Other Significant
December 31, for Identical Observable Unobservable
2009 Items (Level 1) Inputs (Level 2) Inputs (Level 3)
(In thousands of Canadian dollars) $ $ $ $
Assets:

Investments held for self-insured liabilities 38,418 38,418 - -

Liabilities:
Foreign currency forward contracts 270 - 270 -
Interest rate swap 2,157 - 2,157 -
2,427 - 2,427 -
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Carrying Amount  Quoted Prices in

of Asset/Liability Active Markets Significant Other Significant
at December 31, for Identical Items Observable Unobservable
2008 (Level 1) Inputs (Level 2) Inputs (Level 3)
(In thousands of Canadian dollars) $ $ $ $
Assets:

Investments held for self-insured liabilities 26,540 26,540 - -
Foreign currency forward contracts 1,597 - 1,597 -
28,137 26,540 1,597 -

Liabilities:
Interest rate swap 4,218 - 4,218 -

Investments held for self-insured liabilities are measured based on active market prices for identical bonds and
equity securities. Forward contracts are determined based on the estimated cash payment or receipt necessary to
settle the contract. Cash payments or receipts are based on discounted cash flow analysis using current market
rates and prices. The valuation of interest rate swap is based on similar transactions observable in active markets
or industry standard models that primarily rely on market observable inputs.

Credit Risk

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its
contractual obligation. Financial instruments that subject the Company to credit risk consist primarily of cash and
cash equivalents, derivative financial instruments, investments held for self-insured liabilities, and accounts
receivable. The Company's maximum amount of credit risk exposure is limited to the carrying amount of these
financial instruments, which is $306,313,000 as at December 31, 2009 (2008 — $395,751,000).

The Company limits its exposure to credit risk by placing its cash and cash equivalents in and entering into
derivative agreements with high-quality credit institutions. Investments held for self-insured liabilities include bonds
and equities. The risk associated with bonds and equities is mitigated by the overall quality and mix of the
Company's investment portfolio.

The Company maintains an allowance for estimated losses on accounts receivable. The estimate is based on the
best assessment of the collectibility of the related receivable balance based, in part, on the age of the outstanding
accounts receivable and on the Company's historical collection and loss experience. The following table provides
a reconciliation of changes to the Company's allowance for doubtful accounts:

Allowance for doubtful accounts

2009 2008 2007
(In thousands of Canadian dollars) $ $ $
Balance, beginning of the year 11,597 10,508 6,303
Provision for doubtful accounts 17,151 22,508 17,221
Deductions (17,734) (23,702) (11,275)
Impact of foreign exchange (1,619) 2,283 (1,741)
Balance, end of the year 9,395 11,597 10,508

Accounts receivable assumed from acquired companies are recognized at their fair value at the time of
acquisition.
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The Company mitigates the risk associated with accounts receivable by providing services to diverse clients in
various industries and sectors of the economy. It does not concentrate its credit risk in any particular client,
industry, economic, or geographic sector. In addition, management reviews accounts receivable past due on an
ongoing basis with the objective of identifying matters that could potentially delay the collection of funds at an early
stage. The Company monitors accounts receivable to an internal target of days of revenue in accounts receivable
(a non-GAAP measure). At December 31, 2009, there were 59 days of revenue in accounts receivable (2008 — 64
days).

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet obligations associated with its financial liabilities
as they fall due. The Company’s liquidity needs can be met through a variety of sources, including cash generated
from operations, long- and short-term borrowings from the $300 million credit facility, and the issuance of common
shares. The unused capacity of the credit facility at December 31, 2009, was $163,377,000. The Company
believes that internally generated cash flows, supplemented by borrowings and additional equity issues, if
necessary, will be sufficient to cover its normal operating and capital expenditures as well as currently anticipated
acquisition activity in 2010. Liquidity risk is managed according to the Company’s internal guideline of maintaining
a net debt to equity ratio of less than 0.5 to 1 (note 16).

The timing of undiscounted cash outflows relating to financial liabilities as at December 31, 2009, is outlined in the
table below:

Total Less than 1 Year 1-3 Years After 3 Years
(In thousands of Canadian dollars) $ $ $ $
Accounts payable and accrued liabilities 167,175 167,175 - -
Long-term debt 234,953 35,428 198,592 933
Interest rate swap 2,157 2,157 - -
Foreign currency forward contract 270 270 - -
Other long-term liabilities 7,884 2,041 2,978 2,865
Total contractual obligations 412,439 207,071 201,570 3,798

In addition to the financial liabilities listed in the table above, the Company will pay interest on the bank loan
outstanding in future periods. Further information on long-term debt is included in note 8.

Interest Rate Risk

Interest rate risk is the risk that the fair value of the future cash flows of a financial instrument will fluctuate
because of changes in market rates of interest. The Company is subject to interest rate cash flow risk to the extent
that its credit facilities are based on floating rates of interest. In addition, the Company is subject to interest rate
pricing risk to the extent that its investments held for self-insured liabilities include fixed-rate government and
corporate bonds. The Company minimizes its exposure to floating rates of interest, when appropriate, by entering
into interest rate swap agreements (note 12).

If the interest rate on the Company's loan balance at December 31, 2009, had been 0.5% higher, with all other
variables held constant, net income would have decreased by $106,000 in the year. If the interest rate had been
0.5% lower, there would have been an equal and opposite impact on net income. This analysis excludes US$100
million of the revolving credit facility due to the interest rate swap agreement entered into during the year.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2009
STANTEC INC.
F-30



16.

Foreign Exchange Risk

Foreign exchange risk is the risk that the fair value of the future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Foreign exchange gains or losses in the Company’s net income
arise on the translation of foreign-denominated assets and liabilities (such as accounts receivable, accounts
payable and accrued liabilities, and long-term debt) held in the Company’s Canadian operations and non-US-
based foreign subsidiaries. The Company minimizes its exposure to foreign exchange fluctuations on these items
by matching US-dollar liabilities and, when appropriate, by entering into forward contracts to buy or sell US dollars
in exchange for Canadian dollars (note 12).

If the exchange rates had been $0.01 higher or lower at December 31, 2009, with all other variables held constant,
net income would have increased or decreased by $16,000.

Foreign exchange fluctuations may also arise on the translation of the Company’s US-based subsidiaries and are
recorded as cumulative translation adjustments in other comprehensive income. The Company does not hedge for
this foreign exchange risk.

Capital Management

The Company’s objective when managing capital is to provide sufficient capacity to cover normal operating and
capital expenditures as well as acquisition growth while maintaining an adequate return for shareholders. The
Company defines its capital as the aggregate of long-term debt (including the current portion) and shareholders'
equity.

The Company manages its capital structure to maintain the flexibility to adjust to changes in economic conditions
and acquisition growth and to respond to interest rate, foreign exchange, credit, and other risks. In order to
maintain or adjust its capital structure, the Company may purchase shares for cancellation pursuant to normal
course issuer bids, issue new shares, or raise or retire debt.

The Company periodically monitors capital by maintaining the following ratio targets:

. Net debt to equity ratio below 0.5 to 1
. Return on equity (ROE) at or above 14%

These objectives are established on an annual basis and are monitored on a quarterly basis. The targets for 2009
remained unchanged from 2008.

Net debt to equity ratio, a non-GAAP measure, is calculated as the sum of (1) long-term debt, including current
portion, plus bank indebtedness, less cash and cash held in escrow, divided by (2) shareholders’ equity. The
Company's net debt to equity ratio was 0.40 to 1 at December 31, 2009 (December 31, 2008 — 0.26 to 1). Going
forward, there may be occasions when the Company exceeds its target by completing acquisitions that increase
its debt level above the target for a period of time.

ROE, a non-GAAP measure, is calculated as net income for the last four quarters, divided by average
shareholders' equity over each of these quarters. The Company's ROE was 10.1% for the year ended December
31, 2009 (December 31, 2008 — 6.1%). The Company's ROE was below target because of the goodwill impairment
charges recorded in the third quarter of 2009 and 2008 and the intangible assets impairment charge recorded in
the third quarter of 2008.

The Company is subject to restrictive covenants related to its $300 million revolving credit facility that are
measured on a quarterly basis. These covenants include, but are not limited to, debt to earnings ratio and
earnings to debt service ratio. Failure to meet the terms of one or more of these covenants may constitute a
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default, potentially resulting in accelerating the repayment of the debt obligation. The Company was in compliance
with all the covenants under this agreement as at and throughout the year ended December 31, 2009.

17. Accumulated Other Comprehensive Income (Loss)

Realized Gains

Unrealized Unrealized on Financial
Cumulative Gains (Losses) Gains (Losses) Assets
Translation on Cash Flow on Financial Transferred to
Adjustments Hedge Assets Net Income Total
(In thousands of Canadian dollars) $ $ $ $ $
Balance, December 31, 2006 (24,844) - - - (24,844)
Change in accounting policy - - 481 - 481
Balance, January 1, 2007, as
adjusted (24,844) - 481 - (24,363)
Current period activity (45,669) - 1,280 (249) (44,638)
Income tax effect - - (31) 4 (27)
Balance, December 31, 2007 (70,513) - 1,730 (245) (69,028)
Current period activity 76,923 (4,218) (3,706) (152) 68,847
Income tax effect - 1,244 65 3 1,312
Balance, December 31, 2008 6,410 (2,974) (1,911) (394) 1,131
Current period activity (57,248) 2,061 2,739 223 (52,225)
Income tax effect - (618) (48) (4) (670)
Balance, December 31, 2009 (50,838) (1,531) 780 (175) (51,764)

Effective January 1, 2007, the Company adopted CICA Handbook Section 3855, “Financial Instruments—
Recognition and Measurement”; Section 1530, “Comprehensive Income”; and Section 3251, “Equity.” By adopting
these standards, the Company recorded investments held for self-insured liabilities at fair value on January 1,
2007. In accordance with transitional provisions, other assets increased by approximately $493,000, opening
accumulated other comprehensive income increased by approximately $481,000 (after-tax), and future income tax
liabilities increased by $12,000.

The foreign currency cumulative translation adjustments represent the unrealized gain or loss on the Company's
net investment in self-sustaining US-based operations. The change in the cumulative translation adjustments
during the year relates to the fluctuation in the value of the Canadian dollar relative to the US dollar. Balance sheet
accounts denominated in US dollars have been translated to Canadian dollars at the rate of 1.0510 (December
31, 2008 — 1.2180; 2007 — 0.9913).

The unrealized gains (losses) on cash flow hedge represent the unrealized gain or loss on the Company's interest
rate swap agreement (note 12). The length of time over which the Company is hedging its exposure to the
variability in future cash flows from the interest on its revolving credit facility is eight months.

The unrealized gains (losses) on financial assets represent the change in fair value on investments held for self-
insured liabilities (note 6).
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18.Income Taxes

The effective income tax rate in the consolidated statements of income differs from statutory Canadian tax rates as

a result of the following:

2009 2008 2007
% % %
Income tax expense at statutory Canadian rates 30.4 31.2 33.6
Increase (decrease) resulting from:
Impairment of goodwill 10.8 24.8 -
Income from associated companies (0.5) - (0.1)
Rate differential on foreign income (1.0) (0.1) (0.9)
Non-deductible expenses:
Meals and entertainment 1.0 1.1 0.9
Stock-based compensation 0.7 1.0 0.1
Non-taxable foreign income net of non-creditable
withholding taxes (3.0) (2.9) (3.2)
Other 0.6 (0.1) (0.3)
39.0 55.0 30.1

Since the Company operates in several tax jurisdictions, its income is subject to various rates of taxation. The

details of income before income taxes are as follows:

2009 2008 2007
(In thousands of Canadian dollars) $ $ $
Domestic 131,503 128,225 101,433
Foreign (39,837) (63,726) (2,319)
Total income before income taxes 91,666 64,499 99,114
The details of the income tax expense (recovery) are as follows:
2009 2008 2007
(In thousands of Canadian dollars) $ $ $
Current: Domestic 40,425 41,329 34,179
Foreign 1,174 (116) 815
Total current expense 41,599 41,213 34,994
Future: Domestic (3,267) (133) (1,598)
Foreign (2,606) (5,598) (3,561)
Total future recovery (5,873) (5,731) (5,159)
Total: Domestic 37,158 41,196 32,581
Foreign (1,432) (5,714) (2,746)
Total income tax expense 35,726 35,482 29,835
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Significant components of the Company's future income tax assets and liabilities are as follows:

2009 2008
(In thousands of Canadian dollars) $ $
Future income tax assets
Differences in timing of deductibility of expenses 21,043 23,120
Loss carryforwards 13,680 8,328
Share issue and other financing costs 47 133
Tax cost of property and equipment in excess of carrying value 1,049 2,114
Deferred gain on sale of building 1,067 1,124
Other 2,572 1,232
39,458 36,051
Less current portion 15,518 15,265
23,940 20,786
2009 2008
(In thousands of Canadian dollars) $ $
Future income tax liabilities
Cash to accrual adjustments on acquisitions of US subsidiaries 2,266 5,025
Differences in timing of taxability of revenues 9,202 7,492
Carrying value of property and equipment in excess of tax cost 6,668 6,283
Carrying value of intangible assets in excess of tax cost 23,262 20,743
Other 3,781 869
45,179 40,412
Less current portion 15,643 13,920
29,536 26,492

At December 31, 2009, loss carryforwards of approximately $6,323,000 are available to reduce the taxable income
of certain Canadian subsidiaries. These losses expire as set out below:

(In thousands of Canadian dollars) $
2029 4,042

2028 34

2027 719

2026 1,184

pre 2016 344

6,323

In addition, the Company has federal loss carryforwards of approximately $30,977,000 (US$29,474,000) that are
available to reduce the taxable income of certain US subsidiaries and that expire at varying times over the next 20
years.

The potential income tax benefits that will result from the application of Canadian and US tax losses have been
recognized in these consolidated financial statements.
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19. Earnings Per Share

The number of basic and diluted common shares outstanding, as calculated on a weighted average basis, is as

follows:
2009 2008 2007
# # #
Basic shares outstanding 45,544,688 45,584,612 45,577,261
Share options (dilutive effect of 1,329,798 options;
2008 - 1,621,828; 2007 — 1,751,022) 276,927 472,107 630,280
Restricted shares (dilutive effect of nil restricted shares;
2008 — nil; 2007 — 5,792) - 562 19,156
Diluted shares outstanding 45,821,615 46,057,281 46,226,697

At December 31, 2009, 422,500 options were antidilutive and therefore were not considered in computing diluted
earnings per share.

20. Cash Flows From Operating Activities

Cash flows from operating activities determined by the indirect method are as follows:

2009 2008 2007
(In thousands of Canadian dollars) $ $ $
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year 55,940 29,017 69,279
Add (deduct) items not affecting cash:
Depreciation of property and equipment (note 1b) 24,547 21,820 15,458
Amortization of intangible assets (note 1b) 19,820 14,264 7,282
Impairment of goodwill and intangible assets 35,000 58,369 -
Future income tax (5,873) (5,731) (5,159)
Loss (gain) on dispositions of investments and property
and equipment 2,520 (520) (1,085)
Stock-based compensation expense (note 14) 3,985 5,118 3,452
Provision for self-insured liability (note 9) 9,443 12,470 6,153
Other non-cash items (9,446) (3,445) (2,135)
Share of income from equity investments (3,690) (160) (292)
Dividends from equity investments 1,283 150 450
133,529 131,352 93,403
Change in non-cash working capital accounts:
Accounts receivable 37,298 23,987 20,848
Costs and estimated earnings in excess of billings (8,486) 21,305 (25,067)
Prepaid expenses (1,953) 2,499 1,715
Accounts payable and accrued liabilities (49,800) (20,088) (11,106)
Billings in excess of costs and estimated earnings 6,522 2,728 3,485
Income taxes payable/recoverable (17,133) (1,753) 4,221
(33,552) 28,678 (5,904)
Cash flows from operating activities 99,977 160,030 87,499
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21. Joint Ventures

The Company participates in joint ventures with other parties as follows:

Percentage Owned

2009 2008 2007
% % %
yyC.T. Joint Venture 17 17 17
Stantec — S&L Partnership n/a 50 50
Edmonton International Airports Joint Venture n/a 33 33
Dunlop Joint Ventures 50-53 33-68 33-68
Stantec Architecture Ltd./J.L. Richards & Associates
Joint Venture 50 50 50
Stantec/Parkin Joint Venture n/a 67 67
Smith/Chong Joint Venture 50 50 50
Coleson Power Group Inc. 50 50 50
ACCENT Engineering Consultants Incorporated 40 40 40
FFEB JV, L.L.C. 30 30 30
Hatch Mclintosh Alliance Joint Venture 50 50 n/a
Kuwabara Payne McKenna Blumberg (KPMB) 50 50 n/a
HNTB Joint Venture 50 n/a n/a
STARR 15 n/a n/a
EM&I Stantec Ltd. 50 n/a n/a
Stassinu Stantec Limited Partnership 49 n/a n/a
Granary/Driscoll Joint Venture 50 n/a n/a

In 2004, as part of the acquisition of Dunlop Architects Inc. (Dunlop), the Company acquired the interest of 13 joint
ventures entered into by Dunlop with 2 remaining active at December 31, 2009 (2008 — 5 were active; 2007 — 7
were active). These joint ventures are included in the above table under Dunlop Joint Ventures.

A summary of the assets, liabilities, revenues, expenses, and cash flows included in the consolidated financial
statements related to joint ventures (before intercompany eliminations) is as follows:

2009 2008 2007
(In thousands of Canadian dollars) $ $ $
Statements of income
Gross revenue 32,757 25,827 4,464
Subcontractor costs and other direct expenses 27,753 24,524 3,912
Administrative and marketing expenses 2,533 911 129
Net income for the year 2,471 392 423
Balance sheets
Current assets 9,458 12,649 5,536
Current liabilities 7,753 12,120 4,867
Statements of cash flows
Cash flows from (used in) operating activities 1,707 (547) (493)
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22. Segmented Information

The Company provides comprehensive professional services in the area of infrastructure and facilities throughout
North America and internationally. It considers the basis on which it is organized, including geographic areas and
service offerings, in identifying its reportable segments. Operating segments of the Company are defined as
components of the Company for which separate financial information is available and is evaluated regularly by the
chief operating decision maker in allocating resources and assessing performance. The chief operating decision
maker is the chief executive officer of the Company, and the Company's operating segments are based on its

regional geographic areas.

The Company has four operating segments, consisting of Canada West, Canada East, US East, and US West,

which are aggregated into the Consulting Services reportable segment.

Geographic information

Property and Equipment,
Goodwill, Intangible Assets

2009 2008
(In thousands of Canadian dollars) $ $
Canada 306,718 183,828
United States 334,031 422,881
International 476 508
641,225 607,217
Geographic information Gross Revenue
2009 2008 2007
(In thousands of Canadian dollars) $ $ $
Canada 861,905 649,465 539,349
United States 631,091 677,545 405,195
International 26,869 24,941 10,075
1,519,865 1,351,951 954,619
Gross revenue is attributed to countries based on the location of the project.
Practice area information Gross Revenue
2009 2008 2007
(In thousands of Canadian dollars) $ $ $
Consulting Services
Buildings 281,437 282,516 211,801
Environment 642,367 390,016 175,936
Industrial 245,289 241,142 138,977
Transportation 181,989 172,313 143,140
Urban Land 168,783 265,964 284,765
1,519,865 1,351,951 954,619
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23.

24,

25.

Customers

The Company has a large number of clients in various industries and sectors of the economy. Gross revenue is
not concentrated in any particular client.

Employee Future Benefits

In 2009, the Company recorded an expense of $23,548,000 (2008 — $19,034,000; 2007 — $13,863,000) for
contributions made to defined contribution plans in the year.

Investment Tax Credits

Investment tax credits arising from qualifying scientific research and experimental development efforts pursuant to
existing tax legislation are recorded as a reduction of the applicable administrative and marketing expenses when
there is reasonable assurance of their ultimate realization. In 2009, investment tax credits of $1,555,000 (2008 —
$1,260,000; 2007 — $1,662,000) were recorded and reduced administrative and marketing expenses.

US GAAP

The consolidated financial statements of the Company are prepared in Canadian dollars in accordance with
accounting principles generally accepted in Canada. The following adjustments and disclosures would be required
in order to present these consolidated financial statements in accordance with US GAAP. Investments in joint
ventures are accounted for using the equity method under US GAAP, whereas Canadian GAAP requires the
proportionate consolidation method. As permitted by the SEC, disclosure of the effect of this difference is not
required.

a) Reconciliation to US GAAP
i) Business combinations

There were no identifiable material items that resulted in a change in net income presented under Canadian GAAP
and US GAAP except for transactions accounted for as business combinations in 2009. This difference arose on
the adoption of the Financial Accounting Standards Board (FASB) Statement of Financial Accounting Standards
(SFAS) No. 141R "Business Combinations" (Accounting Standards Codification [ASC] 805-10/SFAS 141R), which
impacted the accounting for the Jacques Whitford and Granary Associates, Inc. acquisitions (note 2). The
Company integrates the operations and systems of acquired entities shortly after the acquisition date; therefore, it
is impracticable to disclose the amount of revenue and earnings of the acquired entity in the consolidated financial
statements of the Company since the acquisition date.

Condensed consolidated statement of income using US GAAP

2009
(In thousands of Canadian dollars) $
Net income, as reported under Canadian GAAP 55,940
Add (deduct) adjustments to arrive at US GAAP:
Lease exit costs (1) (3,220)
Acquistion-related costs (3) (2,167)
Income taxes (6) 1,829
Net income, based on US GAAP 52,382
Earnings per share: basic — Canadian GAAP net income 1.23
— US GAAP net income 1.15
Earnings per share: diluted — Canadian GAAP net income 1.22
— US GAAP net income 1.14
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Consolidated balance sheet items using US GAAP

2009
(In thousands of Canadian dollars) $
Add (deduct) adjustments to arrive at US GAAP balance sheet:
Goodwill (1, 2, 3, and 5) (3,301)
Future income tax assets (short term) (6) (217)
Other assets (4) 1,623
Accounts payable and accrued liabilities (3 and 4) (29)
Other liabilities (current) (1) (829)
Long-term debt (long term) (2) 134
Other liabilities (long term) (4) 1,623
Non-controlling interest (5) (186)
Shareholders' equity using US GAAP
. 2009
(In thousands of Canadian dollars) $
Shareholders' equity under Canadian GAAP 547,394
Retained earnings (1, 3, and 6) (3,558)
Non-controlling interest (5) 950
Shareholders' equity under US GAAP 544,786

(1

)

@)

(4)

®)

Lease exit costs. Per ASC 805-10/SFAS 141R, the postacquisition exit/restructuring plans of the acquiring
company are expensed in the income statement as incurred. Under Canadian GAAP, many of these costs
are recognized as liabilities in the purchase price allocation and impact goodwiill.

Contingent consideration. Per ASC 805-10/SFAS 141R, the Company is required to recognize contingent
consideration at the date of acquisition, based on the fair value at that date, as a liability or equity depending
on its nature. The remeasurement of the liability each quarter-end impacts earnings until the liability is
settled. Under Canadian GAAP, a liability for contingent consideration is only recognized at the date of
acquisition when the amount is determinable; therefore, contingent consideration is generally recognized
when the contingency is resolved and the consideration becomes payable.

Acquisition-related costs. Per ASC 805-10/SFAS 141R, the acquirer accounts for acquisition-related costs
as expenses in the period in which the costs are incurred. Under Canadian GAAP, incremental costs
incurred as a result of a business combination are recognized as costs of the business combination and
impact goodwiill.

Indemnifications. Per ASC 805-10/SFAS 141R, if a seller contractually indemnifies the acquirer for the
outcome of a contingency, the acquirer must recognize an indemnification asset at the same time and on the
same basis that it recognizes the indemnified item, subject to the need for a valuation allowance for
uncollectible amounts. Therefore, if the indemnified item is recognized at the acquisition date at its
acquisition-date fair value, the acquirer must also recognize the indemnification asset at its acquisition-date
fair value. There is no similar requirement under Canadian GAAP. Pursuant to the Jacques Whitford
acquisition, the acquiree indemnified the Company up to a maximum of $1,623,000 for certain legal claims.
The full $1,623,000 was recorded as an asset and liability in the above table since this was management's
best estimate of the potential future payment.

Non-controlling interest. ASC 805-10/SFAS 141R requires the non-controlling interest in an acquiree to be
measured at fair value. Under Canadian GAAP, the non-controlling interest's percentage of net assets
acquired is recorded at its existing carrying value. ASC 805-10/SFAS 141R records non-controlling interests
in shareholders’ equity on the balance sheet, whereas Canadian GAAP records non-controlling interest
between liabilities and shareholder’s equity.
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(6) Income taxes. Income taxes reflect the tax effect of the differences identified above.

ii) Business acquisitions—pro forma data (unaudited)

The following unaudited pro forma data presents information as if the acquisitions of The Zande Companies Inc.;
Rochester Signal, Inc.; Secor; RHL Design Group, Inc.; McIntosh Engineering Holding Corporation; Jacques
Whitford; and Granary Associates, Inc. occurred on January 1, 2008. This unuadited pro forma data is provided for
information purposes only and is based on historical information. This data does not necessarily reflect the actual
results of operations that would have occurred if these acquired entities and Stantec Inc. had comprised a single
entity during the periods since January 1, 2008, nor is it necessarily indicative of the future results of the
operations of the combined entities.

2009 2008

(In thousands of Canadian dollars) $ $
(Unaudited)

Pro forma gross revenue 1,545,384 1,681,030
Pro forma net revenue 1,257,945 1,225,401
Pro forma net income 65,651 34,442
Basic pro forma earnings per share 1.44 0.76
Diluted pro forma earnings per share 1.43 0.75

iii) Liabilities for uncertain tax positions

On January 1, 2007, the Company implemented FASB Interpretation No. 48, "Accounting for Uncertain Income
Taxes" (ASC 740-10/FIN 48). The Company files income tax returns in the Canadian federal jurisdiction, US
federal jurisdiction, and various provinces, states, and foreign jurisdictions. With few exceptions, it is no longer
subject to Canadian and US corporate income taxes or income tax examinations by the tax authorities of other
foreign jurisdictions for years before 2004.

2009 2008
(In thousands of Canadian dollars) $ $
Balance, beginning of the year 1,725 1,412
Additions based on tax positions related to the current year 159 322
Additions based on tax positions related to the prior year - -
Reductions for tax positions of prior years (181) (218)
Impact of foreign exchange (174) 209
Balance, end of the year 1,529 1,725

The Company's policy is to recognize interest and penalties relating to liabilities for unrecognized tax benefits in
interest expense. The liability for interest and penalties relating to unrecognized tax benefits is recorded in accrued
liabilities. During the year ended December 31, 2009, the Company recognized approximately $103,000 (2008 —
$111,000) [$82,000 (2008 — $87,000) net of tax] in interest and penalties. The Company had approximately
$515,000 (2008 — $446,000) [$409,000 (2008 — $348,000) net of tax] for the payment of interest and penalties
accrued at December 31, 2009.

Approximately $1,529,000 (2008 — $1,543,000) of unrecognized tax benefits, if recognized, would impact the
Company's effective tax rate.

The Company does not anticipate that the total unrecognized tax benefit will significantly change within the next 12
months.
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iv) Fair value of non-financial assets and liabilities

The requirements for fair value disclosures for financial assets and liabilities are the same under Canadian and US
GAAP. These disclosures are discussed in note 15.

For fiscal 2009, the Company was no longer subject to previously existing deferral provisions and applied the
framework for measuring fair value to all non-financial assets and liabilities, including those that are recognized or
disclosed at fair value in the financial statements on a non-recurring basis, and had expanded disclosures to meet

these requirements.

The following table presents the Company’s fair value hierarchy for those non-financial assets and liabilities
measured at fair value on a non-recurring basis as of December 31, 2009.

Quoted Prices in

Carrying Amount of Active Markets for  Significant Other Significant

Asset/Liability at Identical tems Observable Inputs Unobservable

December 31, 2009 (Level 1) (Level 2) Inputs (Level 3)

(In thousands of Canadian dollars) $ $ $ $
Assets:

Goodwill 468,814 - - 468,814

Goodwill is evaluated for impairment annually or when events or circumstances occur that are more likely than not
to reduce the fair value of a reporting unit below its carrying value. An impairment charge of $35.0 million was
recorded in the third quarter of 2009. See note 4 for further details on goodwill.

v) Derivative financial instruments

The following table presents the fair values of derivative instruments in the Company's consolidated balance sheet
as at December 31, 2009:

Fair Values of Liability Derivative Instruments
(In thousands of Canadian dollars) as at December 31, 2009

Balance Sheet

Location Fair Value
$
Derivative designated as cash flow hedge
Interest rate swap Other liabilities 2,157
Derivatives not designated as hedging instruments
Foreign currency forward contracts Other liabilities 270

The following table presents the effect of derivative instruments on comprehensive income for the year ended
December 31, 2009. No amount of gains or losses relating to derivative instruments were reclassified from
accumulated other comprehensive income (OCI) to income in the year.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2009
STANTEC INC.
F-41



(In thousands of Canadian dollars)

Gain (Loss) Recognized in OCI on Derivative
(Effective Portion) $

Derivative designated as cash flow hedge
Interest rate swap (net of tax) 1,443

Gain (Loss) Recognized in Income on Derivatives

Location $

Derivatives not designated as hedging instruments
Foreign currency forward contracts Foreign exchange gains (losses) (10,206)

b) Recently adopted accounting pronouncements
Fair value measurements

Effective January 1, 2009, the Company adopted FASB SFAS No. 157, “Fair Value Measurements” (ASC 820-
10/SFAS 157), for non-financial assets and liabilities measured at fair value on a non-recurring basis. ASC 820-
10/SFAS 157 establishes a framework for measuring fair value under US GAAP and requires additional
disclosure. The standard defines a fair value hierarchy, with the highest priority being quoted prices in active
markets. Under this standard, fair value measurements are disclosed by level within the hierarchy. This standard
does not require any new fair value measurements. The prospective adoption of this standard for non-financial
assets and liabilities measured at fair value on a non-recurring basis had no effect on the Company's financial
position or results of operations except for additional disclosures presented in note 25 (a) (iv).

Effective January 1, 2009, the Company adopted FASB Staff Position (FSP) Financial Accounting Standard (FAS)
157-4, “Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly
Decreased and Identifying Transactions That Are Not Orderly” (ASC 820-10-65-4/FSP 157-4). Based on this
guidance, if an entity determines that the level of activity for an asset or liability has significantly decreased and
that a transaction is not orderly, further analysis of transactions or quoted prices is needed, and a significant
adjustment to the transaction or quoted prices may be necessary to estimate fair value in accordance with ASC
820-10/SFAS 157. The prospective adoption of this standard had no material effect on the Company's financial
position or results of operations.

Business combinations

Effective January 1, 2009, the Company adopted SFAS 141R, “Business Combinations” (ASC 805-10/SFAS
141R). This standard establishes principles and requirements governing how an acquiring company recognizes
and measures in its financial statements identifiable assets acquired, liabilities assumed, any non-controlling
interest in the acquiree, and goodwill acquired. The standard also establishes disclosure requirements that will
enable users of the acquiring company's financial statements to evaluate the nature and financial effects of its
business combinations. The Company was required to adopt this standard prospectively. The adoption of this
standard had a material impact on the Company’s financial position and results of operations as disclosed in note
25 (a) (i).

Effective January 1, 2009, the Company adopted FASB FSP FAS 141R-1, “Accounting for Assets Acquired and
Liabilities Assumed in a Business Combination That Arise from Contingencies” (ASC 805-20/SFAS 141R-1),
which amends the provisions in ASC 805-10/SFAS 141R for the initial recognition and measurement, subsequent
measurement and accounting, and disclosure for assets and liabilities arising from contingencies in business
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combinations. The amendment eliminates the distinction between contractual and non-contractual contingencies,
including the initial recognition and measurement criteria in ASC 805-10/SFAS 141R, and instead carries forward
most of the provisions in ASC 805-10/SFAS 141R for acquired contingencies. The Company was required to
adopt this standard for business combinations completed on or after January 1, 2009. The adoption of this
standard had no material effect on the Company's financial position or results of operations.

Effective January 1, 2009, the Company adopted FASB SFAS No. 160, “Non-Controlling Interests in Consolidated
Financial Statements—An Amendment of ARB No. 51” (ASC 810-10-65/SFAS 160). This standard requires all
entities to report non-controlling interests as equity in their consolidated financial statements. The amount of
consolidated net income attributable to the parent and to the non-controlling interest is to be clearly identified and
presented on the face of the consolidated statement of income. The standard also requires that the transactions
between an entity and non-controlling interest be treated as equity transactions. The standard is to be applied
prospectively except for the presentation and disclosure requirements; however, the Company did not have non-
controlling interests prior to 2009. The adoption of this standard had an impact on the presentation of the
Company’s consolidated financial statements as disclosed in note 25 (a) (i) but had no effect on the Company's
financial position or results of operations.

Other

Effective January 1, 2009, the Company adopted FASB SFAS No. 161, “Disclosures about Derivative Instruments
and Hedging Activities—An Amendment of FASB Statement No. 133" (ASC 815-10-65/SFAS 161). This standard
applies to all derivative instruments and related hedged items accounted for under SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities” (ASC 815-10/SFAS 133). ASC 815-10-65/SFAS 161 requires
entities to provide greater transparency about how and why they use derivative instruments, how they account for
derivative instruments and related hedged items under ASC 815-10/SFAS 133, and how derivative instruments
and related hedged items affect their financial position, results of operations, and cash flows. The prospective
adoption of this standard had no impact on the Company’s financial position or results of operations but required
additional disclosure as presented in note 25 (a) (v).

Effective January 1, 2009, the Company adopted EITF Issue No. 08-6, “Equity Method Investment Considerations”
(ASC 323-10/EITF 08-6), which clarifies the accounting for certain transactions and impairment considerations
involving equity method investments. The statement addresses issues such as how to determine the initial
carrying value of an equity method investment, how to account for any subsequent purchases and sales of
additional ownership interests, and whether the investor must separately assess its underlying share of the
investee’s indefinite-lived intangible assets for impairment. The prospective adoption of this standard had no effect
on the Company's financial position or results of operations.

Effective January 1, 2009, the Company adopted EITF Issue No. 08-7, “Accounting for Defensive Intangible
Assets” (ASC 350-30/EITF 08-7). ASC 350-30/EITF 08-7 applies to defensive intangible assets, which are
acquired intangible assets that the acquirer does not intend to actively use but to hold to prevent its competitors
from obtaining access to them. Because these assets are identifiable separately, ASC 350-30/EITF 08-7 requires
an acquiring entity to account for them as separate units of accounting. Defensive intangible assets must be
recognized at fair value. The prospective adoption of this standard had no material effect on the Company's
financial position or results of operations.

Effective January 1, 2009, the Company adopted FASB FSP SFAS No. 115-2 and FAS 124-2, “Recognition and
Presentation of Other than Temporary Impairments” (ASC 320-10-65/FSP 115-2 and 124-2). This standard
changes existing guidance for determining whether an impairment of debt securities is other than temporary. The
standard requires that an entity record an other than temporary impairment when it is more likely than not that the
entity will sell or be required to sell a debt security before anticipated recovery of the cost basis. The other than
temporary impairment must be separated into the amount that represents the decrease in cash flow expected to
be collected from a security (referred to as a credit loss) and the amount related to other factors (referred to as
non-credit losses). The entity will recognize only the credit loss of an other than temporary impairment of a debt
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security in earnings and the non-credit portion in other comprehensive income. When adopting this standard, an
entity is required to record a cumulative effect adjustment as of the beginning of the period of adoption to
reclassify the non-credit loss component of a previously recognized other than temporary impairment from
retained earnings to accumulated other comprehensive income. The prospective adoption of this standard had no
material effect on the Company's financial position or results of operations.

Effective January 1, 2009, the Company adopted SFAS No. 165, “Subsequent Events” (ASC 855-10/SFAS 165).
ASC 855-10/SFAS 165 provides rules on the recognition and disclosure for events and transactions occurring
after the balance sheet date but before the financial statements are issued or available to be issued. The
prospective adoption of this standard had no effect on the Company’s financial position or results of operations
other than disclosure of the date through which subsequent events have been evaluated.

Effective September 30, 2009, the Company adopted FASB SFAS No. 168, "The FASB Accounting Standards
Codification and the Hierarchy of Generally Accepted Accounting Principles—A Replacement of FASB Statement
No. 162" (ASC 105-10/SFAS 168). The FASB Accounting Standards Codification is the source of authoritative
GAAP that is recognized by the FASB to be applied by non-governmental entities. The rules and interpretive
releases of the SEC under authority of federal securities laws are also sources of authoritative GAAP for SEC
registrants. Although it is not intended to change GAAP, the codification significantly changes the way in which the
accounting literature is organized. The adoption of the codification did not have an effect on the Company’s
financial position or results of operations. However, because the codification completely replaced existing
standards, its adoption affected the way GAAP is referenced by the Company in its consolidated financial
statements and accounting policies.

Effective September 30, 2009, the Company adopted FASB Accounting Standards Update (ASU) No. 2009-06,
“Implementation Guidance on Accounting for Uncertainty in Income Taxes and Disclosure Amendments for
Nonpublic Entities” (ASU 2009-06). This ASU provides additional implementation guidance on accounting for
uncertainty in income taxes. The adoption of ASU 2009-06 did not have a material impact on the Company's
financial position or results of operations.

Effective December 31, 2009, the Company adopted FASB ASU No. 2010-02, “Consolidation (Topic 810):
Accounting and Reporting for Decreases in Ownership of a Subsidiary—A Scope Clarification” (ASU 2010-02).
This ASU addresses implementation issues related to the changes in ownership provisions outlined in
"Consolidation—Overall Subtopic" (Subtopic 810-10), which was originally issued as FASB Statement No. 160,
“Non-controlling Interests in Consolidated Financial Statements.” ASU 2010-02 also improves the disclosures for
fair value measurements relating to retained investments in a deconsolidated subsidiary or a preexisting interest
held by an acquirer in a business combination. The Company adopted ASU 2010-02 effective January 1, 2009,
and this adoption did not have an impact on its financial position or results of operations.

c) Recent accounting pronouncements

In June 2009, the FASB issued SFAS No. 167, “Amendments to FASB Interpretation No. 46(R)” (ASC 810-
10/SFAS 167), which changes how to determine when an entity that is insufficiently capitalized or is not controlled
through voting (or similar rights) should be consolidated. Under ASC 810-10/SFAS 167, determining whether a
company is required to consolidate an entity will be based on, among other things, the entity’s purpose and design
and the company’s ability to direct those activities of the entity that most significantly impact the entity’s economic
performance. ASC 810-10/SFAS No. 167 is effective for fiscal years, and interim reporting periods within those
fiscal years, beginning after November 15, 2009, and will be adopted by the Company in fiscal 2010. The
Company is currently considering the impact of adopting ASC 810-10/SFAS 167 on its consolidated financial
statements and cannot reasonably estimate the effect at this time.

In December 2009, the FASB issued ASU No. 2009-17, “Consolidations (Topic 810)—Improvements to Financial
Reporting by Enterprises Involved with Variable Interest Entities” (ASU 2009-17), which codifies FASB Statement
No. 167, “Amendments to FASB Interpretation No. 46(R).” This ASU represents a revision to former FASB
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26.

27.

Interpretation No. 46 (Revised December 2003), “Consolidation of Variable Interest Entities,” and changes how a
reporting entity determines when an entity that is insufficiently capitalized or is not controlled through voting (or
similar rights) should be consolidated. The determination of whether a reporting entity is required to consolidate
another entity is based on the other entity’s purpose and design and the reporting entity’s ability to direct those
activities of the other entity that most significantly impact the other entity’s economic performance. ASU 2009-17
also requires additional disclosures about a reporting entity’s involvement in variable interest entities. This
guidance is effective for the Company's consolidated financial statements beginning January 1, 2010. Early
application is not permitted. The Company is currently considering the impact of adopting ASU 2009-17 on its
consolidated financial statements and cannot reasonably estimate the effect at this time.

In January 2010, the FASB issued ASU No. 2010-05, “Compensation—Stock Compensation (Topic 718):
Escrowed Share Arrangements and the Presumption of Compensation” (ASU 2010-05). This ASU codifies EITF
Topic D-110, “Escrowed Share Arrangements and the Presumption of Compensation.” ASU 2010-05 states that
when evaluating whether a presumption of compensation has been overcome, an entity should consider the
substance of the arrangement, including whether it was entered into for purposes unrelated to, and not contingent
upon, continued employment. The ASU is effective immediately upon being issued. The Company is currently
considering the impact of adopting ASU 2010-05 on its consolidated financial statements and cannot reasonably
estimate the effect at this time.

In January 2010, the FASB issued ASU No. 2010-06, "Fair Value Measurements and Disclosures (Topic 820):
Improving Disclosures about Fair Value Measurements" (ASU 2010-06). This ASU requires new disclosures for
transfers in and out of levels 1 and 2 of fair value measurement categories and a description of the reasons for the
transfers. This requirement is effective for the Company in the 2010 fiscal year. ASU 2010-06 also requires a
separate presentation of information about purchases, sales, issuances, and settlements in the reconciliation for
fair value measurements using significant unobservable inputs (level 3). This requirement is effective for the
Company in the 2011 fiscal year. The adoption of ASU 2010-06 is not expected to have a material impact on the
Company's consolidated financial statements with the exception of additional disclosures.

Subsequent Event

Subsequent events have been evaluated through to February 25, 2010, which is the date the consolidated
financial statements were issued.

Comparative Figures

Certain comparative figures have been reclassified to conform to the presentation adopted for the current year.
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