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STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

STRATEGIC REPORT

~ The Directors present their rebort and audited consolidated financial statements of Stantec Europe Limited
(“the Company”) 'and its subsidiaries (“the Group") for the year ended 31 December 2017.

. The Directors, in preparing this strateglc report, have complred wrth s414C of the Companles Act 2006. - -
The parent company’s profit and loss account has been approved by the Directors in accordance with
s414(1) of the act and the eéxemption conferred under s408 to exclude the presentation of the parent.
company’s proflt and Ioss account within these financial statements has been applled :

During the year, there was an internal group reorganisation that had the effect of moving the Group out‘
from under the US part of the group structure to a more direct ownership by the ultimate parent

BUSINESS REVIEW AND FUTURE DEVELOPMENTS

Activities

The Group is part of a top-tier global design and delivery firm of designers, engineers, scientists, and project
.managers focused on infrastructure and communities. The Group is dedicated to innovation and committed
to mastering and applying emerging technologies to create client-focused results. It has engaged in the ’
consulting, engineering, construction, and management .of some of the largest and most technically
significant infrastructure projects in the world all supporting its overall mission of Creating Communities.

. The Group has activities predominantly in the UK, mainland Europe, India and the Middle East.

~

Financial review

Below is a summary of the consolidated group financial performance over the last two periods:

Year ended 31 becember 52 week period ended 31
2017 December 2016
£000s £000s
Gross ,revenoes 204,917 181,709
Gross profit 163,255 55,868
bperating‘ profit 8,513, 9,418
Operatino profit margin. 4.2_%  5.2%

Gross revenues for the year to 31 December 2017 increased for the Group by 12.8% from 2016 (2016:
increase of 12.0%). Revenues increased for Stantec UK Limited, which is the most srgnrflcant subsidiary
" in the Group by 5. 8% (prror period increase 6.5%) and there was aIso strong revenue growth in Italy

The profit for the financial period of £5,752, OOO‘ (2016: £7,748 OOO) has been transferred to reserves. -

. The fmancral position of the Group is setouton page 15. The cash balance has increased from £21 615, 000
" to £31,561 OOO as a result of the cash generated from operations. -



STAN'TE‘C EUROPE LIMITED (formerly known as MWH Europe Limited)

STRATEGIC REPORT (CONTINUED)

Market conditions and trends

The Group has subsrdlarles as outlined in note 15 of the f|nanC|aI statements. The main four subS|d|ar|es
" are Stantec UK Limited, Stantec SPA, Stantec B:V. and Stantec SA.

Stantec UK.Limited is a management, engineering, environmental, and consultancy busmess employing
‘more than 1,000 people. It operates across the various sectors of water, energy, solid waste and other’
infrastructure. In the UK, the regulated water industry operates on five yearly asset management cycles,
known as ‘AMP’s. |t is the mid-point of the sixth AMP cycle and the outlook for the sector is good in the
short to medium term. In the energy sector, there is significant increased investment required to meet
current and future energy demands and increased energy security in the UK. The médium-range trend for
the energy sector is very good. The solid waste market sector has a strong portfolio of work in the short -
and medium-term. In the infrastructure sector, public and private investment is targeted at national
infrastructure and the medium-range trend for the infrastructure sector is good.

- Stantec SPA (Italy) is an engineering and consultancy business employing more than 140 people. The
- company has a diverse portfolio of clients and services with a primary focus on Environment and.
Infrastructure. Thanks to the maintenance of strong business-disciplines, -and efforts to optimise costs,
since 2016 the results have shown an improving trend with positive results achieved in 2017. In 2018, we
expect significant growth in the manufacturing sectors that will contribute to the company meeting all the -
KPI targets set for the year. For 2019 it is anticipated that the engineering market will continue to lmprove
resulting in increased opportunmes and growth for Stantec SPA. . :

~ Stantec B.V. (Netherlands) is an environmental consultancy business employing 145 people. The

Company has a diverse portfolio of clients-and services with a primary focus on Soil, Compliance and Asset
‘Management Services. Since 2014 the results have shown an improving trend with the positive results
highly driven by the success of our Soil Risk Map. Because of the success of the Soil Risk Map, the results
in 2017 were above expectation. For 2018 itis anticipated that the Dutch economy will continue to lmprove
resulting in mcreased oppor’(unmes and growth for the Dutch consultancy business.

Stantec SA (Belgium) spemaluses in provrdmg international development consulting services mainly to

prestigious institutions, such as the European Commission, the European Investment Bank and the African-
Development Bank. Services include program management, project management, management consulting

and strategic consulting in projects within the Energy, Water and Climate Change sectors. '

The overall outlook for the company .remains very positive, with a healthy pipeline of potential business.

Stantec ResourceNet (India) Pvt Limited (based in India) provides support to the Group as well as to other
subS|d|ar|es within the wider Stantec group. : :



STANTEC EUROPE LIMIT.EDAA(formerI'y known as MWH Europe Limited_)-

' STRATEGIC REPORT (CONTINUED) -

Joint arrangements

‘The joint arrangements (“JAs”) in the UK are: two AMP5 JAs - 4Delivery (a JA between Veolia, Costain and
Stantec) delivering work for Southern Water; and Optimise (a JA between Clancy Docwra, J Murphy & Sons
Ltd, Barhale and Stantec) delivering work for Thames Water and two AMP6 joint arrangemerits — ESH-
MWH (a JA between ESH and Stantec) and m2 (a JA between Mott MacDonald and Stantec). Whilst not
a separate legal entity, Stantec UK Limited.is part of the Thames ‘Eight20’ Alliance supporting delivery of
- their AMP6 capital programme.

There are also three current joirit arrangements outside of the UK: MWH Gulf 'Consu‘lt (a Kuwait JA between
Stantec UK Limited and Guif Consult), MWH Khonji (a Bahrain JA between Stantec Europe Limited and
" Ismail Khonji Consultants) and MWH&I (a Cypriot JA between Stantec SA and Antonis loannou).

Stantec SA contracts most of its work wrth the EU under consortium arrangements -partnering W|th two or
more companies. Within the consortium the partners sign a partnership agreement, defining roles,
responsibilities and inputs provided by each partner of the consortium to deliver the contracted work. Under -
‘these consortium arrangements one party acts as leader of the consortium, signing the contract with the
end client. Stantec SA acts as the consortium leaderin a number of contracts, while for others Stantec SA
is partner of the consortium:

) Regulatory environment

In our major UK water sector market, OFWAT regulaﬂon remains stable The situation is srmllar for the
regulated energy market

' Buslness objectlves and strategies and plans for growth

"The company continues to invest in research and development as the Directors regard. this investment as
important for the success of the business. The Directors expect to continue to grow the business through
targeted organic.growth during 2018 and also explore acquisition opportunltles as part of our longer term
growth strategy.

'P_RINCIPL‘E RISK MANAGEMENT OBJECTIVES AND POLICIES

The Directors expect the principal risks and uncertainties within the Group to be:

e In current market conditions, speed of grom/th in key sectors of energy, solid waste and infrastructure
remains challenging and is an area of risk against our plans. The Company contlnues to focus on
development in these areas of the business.

e Incentive based arrangements on' a number of our contracts are related to meeting performance
targets and are a principal area of uncertainty as these are determined at completion.of the contract.
.Continued focus and review is in place.with all relevant stakeholders of the busmess to ensure we
have timely and accurate records to offset any potential risk habllltles . :

¢ .Continuing economic unrest and challenges in the Middle East stili poses a risk to the longer term plan
for these operations. However, the current situation is that the Middle East Branches are continuing to
generate cash for the overall Company and local teams are in place to ensure continuation of services
and understanding of local market conditions. '

Financial risk management

The Company is exposed to financial risks including,oredit risk, cash flow risk and liquidity risk..



STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

STRATEGIC REPORT (CONTINUED)

Foreign exchange risk

The Company’s activities expose it pr'imarily to the financial risks of changes in foreign currency exoha_nge '
rates. No mitigating policies are in place at company level, however forward currency exchange contracts -
are utilised at an ultimate parent company level to mitigate-significant exposures to the overall group.

Credit risk | | .

The Compahy’s pfinoipal financial assets are bank balances and cash and trade and other receivables.
The Company’s credit risk is primarily attributable to its trade. receivables, with exposure spread over a
large number of counterparties, customers and diversified markets. The amounts presented in the balance

sheet are net of allowances for doubtful receivables. The credit risk on liquid funds is limited because the
counterparties are banks with high credit-ratings assigned by international credit-rating agencies.

Liquidity risk
In. order to meinfain liquidity to ensure sufficient funds are available for ongoing operations and future

developments, the Company has access to direct borrowing under the group facility held by our ultimate
parent company Stantec Inc.,, of up to $800 mllhon which can be distributed to the Company as reqmred

Post balance sheet events -

On 23 March 2018, the Group acquired the entire issued share capital of ESI Limited (“ESI"), an
“environmental services company incorporated in the UK for £6m. With more than 20 years of history in the
marketplace, ESI is one of the UK'’s leading independent sciéntific environmental consulting firms with
capabilities in groundwater, land, and sustainable development. Supporting a diverse spectrum of clients
in the private and public sector, ESI maintains a consistent portfolio of projects in the water resources,
transport and lnfrastructure minerals and waste; and property industries.

On.7 September 2018 ‘the Group acquired Peter Brett Associates (“PBA”) in the UK. PBA is an.
independent practice of engineers, planners, scientists and economists with more than 50 years of history .
. in the marketplace. It is one of the UK'’s Ieadlng development and infrastructure firms with capabilities in
planning, infrastructure, land development, built environment and transport, supporting a diverse spectrum
of clients in the private and public sector. Established in 1965, PBA have matured to over 700.personnel
based in 14 offices across the UK and 3 smaller offices in Central Europe. At the date of S|gn|ng the
.accounts, it was not p053|ble to rellably estimate the final purchase price..

These two acqwsmons foIIow a significant effort in identifying busmesses that strengthen our eX|st|ng UK
expertlse complement-our culture and open further opportunities for growth. -

In June 2018, the Company reached agreement on an historic claim by a smgle client (mede within-the
project’'s defects limitation period). The final settlement amount was paid in June 2018 and financed by . .
group companies. S : : : ‘

During 2018, the Group started trading through locally registered branches in Turkey and Saudi Arabia.



STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

ST.RATE.GIC REPORT (CONTINUED)

. Going concern

The Directors consider it appropriate to adopt the gomg concern basis in preparlng the 2017 fmancral
statements for the following reasons:

~ o Medium term busrness prospects are good durlng the current AMP cycle and this is consistent with the
Directors forecasts for the busrness and

e Cash resources remain adequate throughout the forecast period.

' Further details regarding the adoption of the gorng concern basrs can be found in the Accounting Policies
. Note, page 21 of the financial statements. :

During the year, Stantec Holding BV contributed a £1.4m share-premiurh'to the Group.
. Employees’ l

Applications for employment by disabled persons are always fully considered, bearing in mind the
respective- aptitudes and abilities of the applicant concerned. In the event of members of staff becoming
disabled every effort is made to ensure that their employment with the company continues and the
appropriate training is arranged. It is the policy of the company that the training, career development and
jpromotion of a disabled person should be, as much as possible, identical to that of a person who does not
" suffer from a disability. ~

Each year the company conducts its staff engagement survey. The purpose is to benchmark the level of
staff engagement. In addition, consultation with the employees occurs at all levels, with the aim of ensuring
that their views are considered when decisions are made that are likely to affect their interests, and so that
all employees are aware of the financial economic performance of therr own business units and of the
Company as a whole.

Regular meetings are held with employees to discuss the Company’s finahcial position and prospects.
Opportunity is given at these meetings for senior executives to be.questioned about matters that concern
employees. . .

There is a significant focus on Diversity and Inclusion to tap into skills and life experiences that enrich us,

‘and this includes able bodied and disabled ex-service men and women. There is also a focus on
unconscious bias to address some of the unintended attitudes and behaviours that may be present. By
focusing on diversity and mclusron and unconscious bias, Stantec looks forward to inspiring people to be
the best that they can be. o

The Stantec Well-Being campaign was introduced back in 2013 and is well embedded into the Company’s
culture and continues to be well received by our employees. The campaign provides support and -
opportunity to improve lifestyle, health, general well-being and mental well-beihg, where we have trained
managers to recognise signs of stress, anxiety or depression and given portals to be able to address issues.
Open space sessions are held to encourage people to talk about their own experiences and help to rid the
stigma of stress, anxrety depress:on or mental iliness. L

In June 2017, Stantec won both the ‘Talent Champion’ category and also marntarned their tltle for the
second year running in the ‘Best Place to Work" category at the NCE100 awards. Stantec was also
assessed against the New Civil Engineer’s five core pillars of excellence and was ranked as the No.2
Engineering Company of the Year 2017. The NCE100 Awards recognise and reward firms that embrace
and inspire excellence within civil engineering. One of Stantec s employees won Emergmg Professional of,
the Year award at the ACE’s Engmeermg Awards.



- S_.TANTEC EUROPE LIMITED (formerly known as MWH Europé Limited)

~ STRATEGIC REPORT (CONTINUED)

Environment

- The. global group fully recogmses the |mportance of its’ enwronmental respon5|b|htles monitors and controls
its impact on the environment and implements policies aimed at reducing any damage that might be caused
"by the.group's activities.” The Company operates’ fully in accordance with these .group policies. The
_ Company-is committed to.ensuring that our .actions protect people and the environment. Our leading .
experts ensure that we help our clients to achieve their environmental goals, and to reduce the impacts of
the projects we deliver. Our pioneering work in carbon measurement, flood. adaptation and renewable
energy projects has placed us at the vanguard of global efforts to combat cllmate change.

The Company is committed to reducing the |mpact of its own operations. We manage and monltor carbon
~ emissions from our own activities and have set targets to make reductions. :

"Communlty engagement

The Company is committed to leaving a lasting legacy in the commun|t|es we work in. The Company is
proud of the many ways that our staff give back to the communities we serve through volunteering and
fundraising activities. The Company works with Engineering UK to provide schools enrichment activities,
and to encourage children to consider engineering careers. Through our support for organisations such as
the international charity WaterAid, and the Register of Engineers for Disaster relief ( RedR"), we help to
" ‘provide clean water and sanitation to those in need in developlng countries. - : .

‘Approved by the Board of Directors and S|gned on behalf of the Board.

C Schefer ]
Director ) N . : -

27 September 2018



STANTEC EUROPE LlMiTED (formerly known as MWH Europe.Limited) -

DIRECTQRS’.REI50RT |

'The Directors present their annual report and the audlted flnanC|aI statements for the year ended 31 2
December 2017, , S : . . .
DIVIDENDS AND TRANSFERS FROM RESERVES

No dividends were proposed or pald in the-current period or prior period.

'DIRECTORS

- The Directors who served during the period and since the period end are shown below:
C Schefer

D Smith .

D-Barnes (resrgned on 18 July 2017)

A Wilson (appointed on 18 July 2017)

V Hall-Sturt (appointed on 30 August 2018)

STRATEGIC REPORT

-Intormation relating to" the business review of performance; future prospects; going concern and post
balance sheet events of the entity, as well as its policy on the employment of ‘disabled persons and
employee consultation can be found in the Strategic Report on pages 2 to 7 which are included in this report<
. by reference. . :
'AUDITOR

Ernst & Young LLP were re- appomted to carry out the audit of |ts statutory accounts forfrnancral year endlng
31 December 2017. ' .
Each of the persons who is a Drrector at the date of approval of this report confirms that:.

1. sofaras the Director is aware, there. |s no relevant information of which the Company’s auditor is
: unaware; and

2. the Drrector has taken all the steps that he/she ought to have taken as a Director in order to mak’e‘
him/herself aware of any relevant audit information and to establish that the Company’s auditor is
aware of that information. 2 .

Thrs confirmation |s given and should be interpreted in accordance with the provrsrons of s418 of the
Companies Act 2006. : .

Ernst & Young LLP have expressed their interest-in continuing as independent auditor and a resolution for
their re- appomtment will be proposed at the forthcomrng Annual General Meetlng

Approved by the Board of D|rectors and signed on behalf of the Board

- C Schefer
Director

7 September 2018



STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

N 4 ‘ _
DIRECTORS’ RESPONSIBILITIES STATEMENT

_ The Dlrectors are responsmle for preparing the’ annual report and the fmanmal statements in accordance
~ with apphcable law-and regulatlons

Company law requires the Directors to preparé such frnancral statements for each financial penod Under '
that law the Directors have elected to prepare the financial statements-in accordance with International
Financial Reporting Standards (“IFRSs”) as adopted by the European "Union. -Under company law the”
Directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Group and the Company and of the profit or loss of the Group for that
period. In preparing‘these financial statements International Accounting Standard -1 requires that Directors:

e properly select and apply accounting pohc:es .

e present mformatlon including accountlng poIIC|es in @ manner that provides relevant, reliable,
- comparable and understandable information; . .

. prowde addltlonal dlsclosures when compliance with the specific reqwrements in IFRSs are |nsuffIC|ent
"to enable users to understand the impact of particular transactions, other events and ‘conditions on the
entity’s financial position and financial performance; and : .

-‘ make an assessment of the Company s ability to contlnue asa going concern.

The Directors are responS|bIe for keeplng adequate accountlng records that are sufficient to show and

. explain the Company’s transactions and disclose with reasonable accuracy at any time the financial position -

" of the Company and to enable them to ensure that the financial statements comply with the Companies Act
- 2006. They. are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF STANTEC EUROPE LIMITED

Opinion

We have audited the financial statements of Stantec Europe Limited the year ended 31 December 2017
which comprise the Consolidated Statement of Profit and Loss, the Consolidated Statement of
Comprehensive Income, the Consolidated Balance Sheet, the Company Balance Sheet, the Consolidated
Statement of Changes in Equity, Company Statement of Changes in Equity, Consolidated Cash Flow
Statement and the related notes 1 to 28, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) including FRS 101
“Reduced Disclosure Framework”".

In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as at 31 December 2017 and of its profit for the year
then ended;

e have been propery prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described .in the Auditor’s
responsibilities for the audit of the financial statements section of our report below. We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

+ the Directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

o the Directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The Directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.

10



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF STANTEC EUROPE LIMITED

Other information (continued)

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of
the other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the strategic report and the Directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and Directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we have not identified material misstatements in the strategic report or Directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:
e adequate accounting records have not been kept or retums adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agreement with the accounting records and retums; or
certain disclosures of Directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

Responsibilities of Directors

As explained more fully in the Directors’ responsibilities statement set out on page 4, the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the Directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Directors either intend to liquidate the company or to cease
operations, or have no realistic altemative but to do so.

11



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF STANTEC EUROPE LIMITED

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error,’and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at https:/Mww frc.org.uk/auditorsresponsibilities. This description forms part of
our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’'s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed

Ed 91

Alistair Denton TSenior statutory auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor
Manchester

2. 1September 2018

12



S

o STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

CONSOLIDATED STATEMENT OF PROFIT AND LOSS

Year ended 31 December 2017

52 week

Note - '
- - Year ended period .
) 31 ended 31
December - December
2017 2016
- £000 £000
Revenue 5 204917 181,709
Cost of sales ' (141,662)  (125,841)
Gross profit - 63255 55868

'Admihistrative expenses ' (55,317) (46,887)"

. Other operating income 10 : 575 437
Operating profit 8,513 9,418
-Investment revenue 8 305 636
‘Finance costs - 9 (616) (306)°
Profit on ordinary activities before taxation 18,202 9,748
Tax on profit on ordinary activities - " ,1(2,450)' (1,999)
Profit for the financial period 6 5,752 7,748
Profit attributable to non-controlling interests (119) -
‘Profit atfributable to the Company’s shareholder , 5,633 7,748

/.
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' STANTEC EURQPE-LIMITED'(formleI'Iy‘known as MWH Europe L.imit,ed)' .

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2017

Note

52 week
- Year . period
" ended 31 ended 31
) A . - ) December December -
S o i ‘ . 2017 2016
| £000 -~ . £000
Profit for the financial period. ' - ' 57582 7,748
- Profit attributable to non-controlling interest (119). -
Items that may be reclassified subsequently to-profit or loss: - o
‘Currency translation gain (3,024) 3,394 .
Items that will not be reclassified subsequently to profit or Ioss : ' o
Actuarial loss.on the defined benefit pension scheme. - . 23- . (6,058) (14,501)
Deferred taxation movement attributable to the actuarial loss - 11,47 .~ 1,000 . 2,900
Deferred taxation movement attributa'ble to the change in tax rate 11 - (583)
Other comprehensive loss for the financial period E . : C - (8,082) - (8,790)
Total.comprehensiVe loss for the fjhénéial period ' . '(2,449) - (1,042)
- ( ’ -

The notes on pages 19 to 63 form bart of these financial statements.

14
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STANTEC EUROPE 'LH-IMIATE'D (formerly known as MWH Europe Li.m'ited)

- CONSOLIDATED BALANCE SHEET
As at 31 December 2017

Non-current assets
Goodwill -
Other intangible assets

Property, plant and eqmpment

Investments
Deferred tax asset

- Current assets '
- Trade and other receivables
Cash and bank balances

Total assefs - .

Current liabilities .
Trade and other payables
Deferred revenue
Provision for liabilities
Current tax liabilities

‘Net current assets

Non-current liabilities

Other non-current payables
Provision for liabilities _
Retirement benefit obligations

" Total liabilities
Net assets
"Equity
Share capital

Share premium ‘
Retamed earnings -

Equity attrlbutable to owners of the Company

. Non-controlling interests

Equity attributable to owners Ao‘f the Company

- The notes on pages.19 to 63 form part of these financial statements. These financial statements of Stantéc :
Europe Limited (reg|stered number 02438136) were approved by the Board of Dlrectors on 2] September .

2018 and authorised for i issue:

Signed on behalf of the Board of Directors

Cosrive Se8b-

Note .

12 7

13
14
15

16

18

20

19
20
23

22

2

17-

31 December

31

—

2017  December
£°000 2016
£2000
240 . 240
57 109
3,333 3,199 -
10 10
4,165 3,803
. 7,805 - 7,361
99,468 71,783
31.561 21615
131,020 - 93,398
138,834 100,759 .
(78218) (446,801)'
[(12.035) (6.800)
(2,741) A -
(108) (497)
(93,102) (54,008)
37,927 37,79
251) (336)
- (16) (1,500)-
(17,791) (17,057)
(18,058) (18,893)
(111,160) (72,991)
27,674 27,768
10,000 10,000
1,400 -
15,319 17,768
26,719 27,768
955 - -
27,674 . 27,768

c Schefer, Director
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STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

COMPANY BALANCE SHEET
As at 31 December 2017

Note-
Non-current assets
Property, plant arid equipment ’ S : 14
Investments. - : \ 16 -

Deferred tax asset.

Current assets _ S
- Trade and other receivables ’ o 16

Cash and bank balances

A Total assets -

Current liabilities _ A
.Trade and other payables _ , : 18

~ Net current liabilities .

Non-current liabilities
Other non-current payables . ’} : . 19

Total Iiabilities

Net liabilities

Equity - :

Share capital _ - 22
‘Share premium , ' . .22

Retained earnings

' "Equity attributable to owners of the Company

A7

31 December

31 December

2017 . 2016 -
£000 £°000
.- : 6
15,875 14,450
84 - - 120
15,959 14,576
- 1,794
(214) 2,110
" (214) 3,904
15,745 18,480
(20,996) ©(22,731)
(21,210) (18,827).
(158) (336)
. (158) (336)
(21,154) (23,067)
(5,409) (4,587)
10,000 10,000
1,400 -
(16,809) (14,587)
 (5,409) (4,587)

The exemption as permitted by s408 of The Compémes Act 2006 to exclude the parént c'ompany s profit and loss -
“account as part of these financial statements is being applled The loss of the parent company for the fmanaal

period was £527,000 (2016 profit £56,000).

" The notes on pages 19 to 63 form part of these financial statements

These financial statements of StaAntec Europe lelted (reg|stered number 02438136) were approved by the

Board of Directors on 27 September 2018 and authorised for issue.

Signed on behalf, of the Board of Directors’

CSchefer Dlrector :
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STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

S

Balance at 1 January 2016 -

Profit for the period
- Other comprehensive income

Total comprehensive income for the period -

Distribution to fellow Group Company
_ Balance at 31 December 2016
Issue of share capital

Profit for ihé peridd
Other comprehensive income .

Total comprehens'iv'e income for the period, -

" Acquisition of non-controlling interest -

Balance at 31 December 2017

“Share

‘Share

: Non-
Retained controlling

capital premium earnings interest  Total
£000  £000 £'000 £000  £000
10,000 .. - 36210 - . 46210
. - 7748 - 7,748
; - (8,790) (8,790)
- - (1,042) - (1,042)
: - (17.400) - (17,400)
10,000 - 17,768 . 27,768
. 1,400 - - 1,400
; - 5,633 119 5752
- - (8082 - - (8082
- o (2,449) 119 (2,330)
- - - - 836 836
10,000 1,400 15319 955 27,674
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STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

COMPANY;STATEI\AI-IE'NTVOF‘CHANGES, IN EQUITY

Balance at 1 January 2016

Profit for the period

Other comprehensive inbo’me for the period

Totél comprehensive income for the period
Distribution to fellow Group Company :
Balance at 31 December 2016

Loss for the period . o
Other comprehensive income for the period

Total comprehensive income for the period
- Issue of share capital .

Balance at 31 December_ 2017

Share-

Retained

Sh_are .
capital premium earnings Total . -
£°000 £000 £000 £°000
110,000 - (15341 8,659

- . .56 56
- - 98 98
: - 154 154. -
- - (13.400) - .(13,400)
10,000 - (14,587) .~ (4,587)
- - - (527) - (527)
- - . (1,695) (1,695)
- - (2,222) (2,222)
- 1,400 : 1,400
10,000 1,400 (16,809) .(5,409)
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. STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

~ CONSOLIDATED CASH FLOW STATEMENT

Note - - - 52week
: Year ended period
{ 31 ended 31
December - December
2017 2016
£000 £000
Net cash from operating activities - 25 11,381 21,986
Investing activities ' ' .
Interest received ' ‘ o R 305 636
Purchase of property, plant and eqmpment . - (1,393) (1,419) -
Proceeds on disposal of property, plant and equnpment : ' : 52 _ 11
Net cash used in mvestlng activities , o (1,036) - (772)
Financing activities

~ Repayments of obligations undervfinan'ce leases = ' - (1~)'
Distribution of reserves to fellow Group Company - L : I (17,400)

. Net cash used in financing activities - - | - (17,401)
Net increase in cash and i:as_h equivalenis o | ‘ o 10,345 3,813
Cash and cash eqdiva_lents at beginning of the period _ : 21,627 - 16,190

~ Effect of foreign exchange rate changes , R ‘ ' (411) 1,612 -
_Cash and cash equivalénts at end of the period C : o 31 ,561 21 ,'627‘
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STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2017

1. GENERAL INFORMATION

" Stantec Europe Limited (?‘the Company”) is a.company incorp'orated in the United Kingdom' under
the Companies’Act 2006. The address of the registered office is given-on page 1. The nature of the
Company's op‘eratiohs and its principal activities are set out in the Strategic Report on pages 2to 7.

These financial statements are presented in pounds sterling because that is the currency of the
primary economic environment in which the Company operates. Foreign operations are included in
accordance with the policies set out in Note 3. :

.2, ADOPTION OF NEW AND REVISED STANDARDS

New and revised IFRSs in issue but not. yet effective

" The Company has not applied the fO||0WIng new IFRSs that were issued but not yet effective as at
31 December 2017: .

i) . "IFRS 9: Financial Instruments 4

i)  IFRS 15: Revenue from Contracts with Clients.

i) - IFRS 16: Leases A A A
Application of the above Standards will be with disclosure exemptions accorded to the FRS 101

reduced disclosure framework. The adoption .of these Standards will impact the methods of
measurement and accounting for financial instruments, revenue recognition and leases.

First time adoption of new standard IFRS 15 “Revenue from Contracts with Customers” is applicable

. from 1 January 2018 and will be adopted by the Company in the next reporting period using the
cumulative effect method in accordance with IFRS 15.C(b) whereby the cumulative effect of initially
applying IFRS 15 will be reported as an adjustment to the opening balance of equity at 1 January
2018. Impact of IFRS 15 on the Company will be seen .in the additional disclosure data reqUired to
be provided in future financial periods however material financial impact is unlikely.

As at the date of preparation of these financial accounts it was not practicable to provide reliable
- impact estimations on future periods around the adoption of Standards IFRS 9 and 16.

3. SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The Company has applied International FinanCiaI Reporting Standards (“IFRSs") as adopted by the
European Union issued by the International Accounting Standards Board (“IASB”) for its Group
financial statements. : :

For-its’ individual Company accounts, Stantec Europe Limited has applied Financial Reporting
Standard 101 ‘Reduced Disclosure Framework’ (FRS 101) issued by the Financial Reporting Council
(FRC) in the current period. Accordingly, these Company financial statements have been prepared ’
in accordance with Financial Reporting Standard 101 ‘Reduced Disclosure Framework'.

As permitted by FRS 101, the Company has taken advantage of the following disclosure exemptions
available under that standard

i) ‘The requirements of IFRS 7 Financiai Instruments: Disclosures
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STANTEC EUROPE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
"Year ended 31 December 2017

: SIGNIFICANT A'CCOUNTINGA POLICIES (CONTINUED)

Basis of accountmg (contrnued)

i) The requirement in paragraph 38 of IAS 1 Presentatron of Frnancral Statements to
present comparative information in respect of:, : ’

a) Paragraph 79(a)(iv) of IAS 1
b)_ Paragraph 73(eI of IAS 16 Property, Plant and Equipment
c) Paragraph 118(e) of IAS 38 Intangible Assets

i) The requrrements of IAS 7 Statement of Cash Flows

iv) ' i The requirements of IAS 24 -Related-Party Dlsclosures to disclose related party .
fransactions entered into between two or more members of a group, provided that any
subsidiary which is a party to the transaction is wholly owned by such a member

v)  The requirements of paragraphs 10( ) 10(f) and 134 to 136 of IAS 1 Presentation
of Financial Statements.

vi) The requrrements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors. .

" Where relevant, equivalent disclosures are given in these financial statements at consolidated level.

The financial statements are prepared under the historical cost convention. In the current perrod, the

financial statements are made up to the final day of the year end, being 31 December. The

requirements of the Companies Act with regard to the dating of the financial statements are therefore
"~ met. Comparatlve data is for the period ended 31 December 2016.

" Going concern

The Directors believe that the Company and the Group have adequate resources to continue in
operational existence for the foreseeable future. Accordingly, they continue to adopt the going
concern basis in preparing the Annual Report and Financial Statements. In considering the basis: of
preparation with regard to going concern, the Directors have prepared forecasts including cash flows
for a period of not less than 12 months from the date of approval of these financial statements and
taken into account the group support letter which confirms that Stantec Technology International Inc.
will provide financial support, if necessary, to the Company for a minimum period of 12 months from

the date of approval of these financial statements. The Directors have considered the impact of
current economic conditions and-have taken account of possible changes in the IeveI and timing of -
‘cash-flows. ‘

Basis of consolidation

The consolidated financial statements incorporate the: financial statements of the Company and.

‘entities controlled by the Company (its subsidiaries). The financial statements of all subsidiaries.are

prepared to 31 December 2017. The results of subsidiaries. acqurred are included in the income
- .statement from the date that control passes to the Group. Intra-group transactions are ellmlnated
. fully on consolidation. .

The Group s share of profits or Iosses of Jomt operatrons are included on a line by line basis in the
consolidated income- statement-and the Group’s share of the joint operations assets and liabilities
-are included on a line by line basis in the consolidated.balance sheet. : .

LN~
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' SATANTEC EUROPE LIMITED (formerly known :as MWH Edrope Limited) -

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

- SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

' Revenue recognition

~Revenue is measured at the fa|r value of the consideration recerved or receivable and represents
amounts receivable for goods and services provided in the normal course of business, net of
discounts, VAT and other sales- related taxes. Revenue is reduced for estimated customer returns;

. rebates and other similar allowances.

Renderlng of services’

Revenue from a contract to prowde services is recognised by reference to the stage of completion
- of the contract. - The stage of completion is computed as follows:
- .e  costs incurred to date divided by the estimated total costs at completion, multlplled by the
estlmated revenue at completion date;

¢ revenue at completion is determined pnmanIy by the terms of the contract and'the ongmal
basic contract value; and

e the other major factors that are considered in determining_revenue at completion are
contract options, orders, claims and. contract provisions for penalties and incentive
payments, |nclud|ng awards fees and performance |ncent|ves

Where payments are received from customers in advance of services provided, the amounts are
recorded as deferred income and mcluded as part of current liabilities on the face of the Balance.
- Sheet.

‘ D:wdend and interest revenue

Dividend income from mvestments is recognlsed when the shareholders rights to receive payment»
have been established (provided that it is probable that the economic benefits will flow to the
Company and the amount of revenue can be measured reliably). -

Interest income is recognised when it is probable that the economic benefits will flow to the Company
and the amount of revenue can be measured reliably. Interest income is accrued on a time basis,
by reference to the principal outstanding and at the effective interest rate applicable, which is the rate
‘that exactly discounts estimated future cash receipts through the expected life of the financial asset
to that asset's net carrylng amount on initial recognition. .
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| S_TANTEC EUROPE LIMITED (formerly known as MWH Europe Limited) -

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 201 7 :

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currency translatlon _

The financial statements are presented in. pounds sterling, which is the curréncy of the primary
economic environment in which the Company operates (its functional currency).

Transactions in currencies other than the Company’s functional currency (foreign currencies) are
recognised at the rates of exchange prevailing on-the dates of the transactions. . At each balance
sheét date, monetary assets and liabilities that are denominated in foreign currencies are retranslated

" at the rates prevailing at that date. -Non-monetary items carried at fair value that are denominated in |
foreign currencies are translated at the -rates prevailing at the .date when the fair value was

. determined. Non-monetary items that are measured in terms of historical cost in a foreign currency
_are not retranslated. : '

Exchange differences arising on translation of the opening net assets and results of foreign branches
are reported in the statement of comprehensrve income. All other exchange dlfferences are taken
to the income statement

Goodwnl

Goodwill arising on consolidation represents the excess of the conSIderatlon given over the fair value
of the identifiable net assets acquired. Goodwill is not amortised but is reviewed for impairment on
an annual basis, or more frequently when there is an indication that the cash generating unit to which

"it is attached may be impaired. An lmpalrment loss recognlsed for goodwill .is not reversed in a
subsequent period.

- Property, plant and equipment
Freehold land and bUIIdIngs plant and equipment and motor vehicles are all stated at cost: Iess

~accumulated depreciation and any recognlsed impairment loss.

Depreciation is recognlsed so as to write off the cost or valuation of assets (other than freehold land
and properties under constructlon) less their residual values over their useful lives, using the stralght-
line method, on the following bases: : .

Freehold buildings 50 years on ongmal building and over 10 years on lmprovements
Freehold land ] : Not depreciated

Motor vehicles . : 4 years

Plant and equipment . 3to’5 years

The estimated useful lives, residual values and depreCIatlon method are reviewed at the end of each
reporting perlod with the effect of any changes in estimate accounted for on-a prospectlve basis.

Assets held under finance leases are depreCIated over their expected useful lives on the same baSIS_ .
as owned assets.-However, when there is no reasonable certainty that ownership will be obtained by
the end of the lease'term, assets are depremated over the shorter of the lease term and thelr useful
lives. ~
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STANTEC EUROPE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

SIGNIFICA"NT ACCOUNTING POLICIES (CONTINUED)

Impairment of property, plant and équipment and’intangible assets

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. The gain or loss arising on the
disposal or scrappage of an asset is. determined as the difference between the sales proceeds and -
the carrying amount of the asset and is recognised in income.

At each balance sheet date, the Company reviews the carrying amounts ‘of its property, plant and
equipment and intangible assets to determine whether there is any indication that those assets have

_“suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated to determine the extent of the impairment loss (|f any). Where the asset does not generate
cash flows that are independent from other assets, the Company estimates the recoverable amount
of the cash-generating unit to which the asset bélongs. When a reasonable and consistent basis' of
allocation can be identified, corporate assets are also allocated to individual cash-generating units,
or otherwise they are aIIocated to the smallest group of cash- generatmg units for which a reasonable
and conS|stent allocation basis can be |dent|f|ed

An intangible asset with an indefinite useful life is tested for impairment at least annually and
whenever there is an indication that the asset may be impaired.

_ Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
“discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not-been adjusted. .

If the recoverable amount of an asset (or cash-generating unit) is estimated-to be less than its

_carrying amount, the carrying amount of the asset (or cash-generating unit)’ is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which case the’ |mpa|rment Ioss is treated as a
revaluatlon decrease. .

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss ‘-been recognised for the asset (or cash-generating unit) in prior years. .A
reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset
is_carried at a revalued amount, in which case the reversal of the impairment loss is treated as a
revaluation i increase. ‘ 4

Fixed asset mvestments

" Investments are carried on a historical cost basis, Esubject to adjustments for impairment.

Amounts recoverable on contracts

Where it is considered that the outcome of a Iong term contract can be assessed with reasonable
certainty before its conclusion, the attributable profit is calculated as that part of the total profit
currently estimated to arise over the duration of the contract that fairly reflects the profit attributable
‘to that part of the work performed at the accounting date. Where losses on contracts are expected,
full provision is made for the estimated losses to the end of contracts in question.
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STANTEC EUROPE LIMITED (formerly known as.MWH Europe Limited)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 201 7

'SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Taxatlon

The tax expense represents the sum of current tax and deferred tax.

Current tax '

Current tax is based on taxable profit for the year. Taxable profit dlffers from net proflt as reported
in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The

© Company’s- liability for current tax is calculated using tax rates that havé been enacted or
substantrvely enacted by the balance sheet date.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carryrng
“amounts of assets and liabilities in the financial statements and the corresponding tax bases used in
"the computation of taxable profit, and is accounted for using the balance sheet liability method.

Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax

assets are recognised to the extent that it is probable that taxable profits will be available against’

which deductible temporary differences can be utilised. Such assets and liabilities are not recognised
if the temporary difference arises from the initial recognition of goodwill or from the initial recognition

(other than in a business combrnatron) of other assets and liabilities in a transaction that affects’

nerther the taxable profnt nor the accountlng profit.

‘ The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to
‘the extent that it is no longer probable that sufficient taxable profrts will be available to allow all or
part of the asset to be recovered

Deferred tax is calculated at the tax rates that are expected to apply in the penod when the Irabrhtyv
is settled or the asset is realised based on tax laws and rates that have been enacted or substantrvely
enacted at the balance sheet date..

. Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authorrty and the Company intends to settle its current tax assets and Irabrlrtres on a net
‘basis. .

'Current- tax and deferred tax for the period

Current and deferred tax are recognised in profit or loss, except when they-relate to items that are.
recognised in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognrsed in. other comprehensrve income or drrectly in equrty respectrvely
Leases o

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.
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STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
‘Leases (c‘ontinued) o | '

The Company as lessee

Assets held under finance leases are recognised as assets of the. Company at their fair value or, if
lower, at the present value of the minimum lease payments, -each determined at the inception of the
lease. The correspondlng liability to the lessor is included in the balance sheet as a finance lease
obllgatlon : o

Lease payments are apportioned between finance expenses and reduction of the lease obligation so
as to achieve a constant rate of interest on the remaining balance of the liability. Finance expenses
are recognised immediately in profit or loss, unless they are directly attributable to qualifying assets,
in which case they are capitalised in accordance with the Company’s general policy on borrowing
costs (see below). Contingent rentals are recognised as expenses in the periods in which they are
incurred. : : : ‘

Rentals payable under operating leases are charged to income on a stralght line basis over the term
of the relevant lease except where another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset are consumed. Contingent rentals arising
under operating leases are recognised as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis over the lease term, except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are consumed. -

Research and development

The Group incurs expenditure on which research and development credits are claimed for tax. -
purposes. The expenditure is based on the internal staff costs associated with projects identified as .
involving genuine research and development. Due to the nature of the expenditure, all research and
development costs relate to the period in which the claim is made.

Retirement beneflt obllgatlons

For defined benefit schemes the amounts charged to operating proflt are the current service costs ‘
and gains and losses on settlements and curtailments. They are included as part of staff costs. Past
service costs are recognised immediately in the profit.and loss account if the benefits have vested.
If the benefits have not vested immediately, the costs are recognised over the perlod until vesting
occurs. The interest cost and the expected return on assets are shown as a net amount of other
finance costs or credits adjacent to interest. Actuarial galns and losses are recognised immediately :
“in the statement of comprehensuve income.

Defined: benefit schemes are funded, with the assets of the scheme held separately from those of
the Group, in separate trustee administered funds. Pension scheme assets are measured at fair
value and liabilities are measured on -an actuarial basis using the projected unit method and.
discounted at a rate equivalent to the current_rate of return on a high. quality corporate bond of
equivalent currency and term to the scheme liabilities. The actuarial valuations are obtained at least
triennially and are updated at each balance sheet date. The resulting defined benefit asset or liability,
is presented separately under non-current assets or Ilablhtles on the face of the balance sheet.
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STANTEC .EUROPE L'IMITEI:D:(formerIy known as MWH Europe Limited) |

, NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Retirement beneflt obligations (continued)

For defined contribution schemes the amount charged to the proflt and Ioss account in respect of
pension costs and other post-retirement .benefits is the contributions payable in the period:

. Differences between contributions payable in the period and contributions actually pald are shown
as either accruals or prepayments in the balance sheet.

Other intangible assets

' Internally-generated intangible assets — research and development expendlture

Expenditure on research activities is recognised as an expense in the period in which it is mcurred
An internally-generated intangible asset arising from the Company’s software development (or from
the development phase of an internal project) is recognlsed if, and only if, all of the: followmg
conditions have been demonstrated
e the technical feasibility of completlng the intangible assets so that |t will be available for use or
sale; .
the intention to complete the intangible asset and use or seII it;
the ability to use or sell the intangible asset;
how the intangible asset will generate probable future economic beneflts
the availability of adequate technical, financial and other resources to complete the
" development and to use or sell the intangible assets; and '
e the ability to measure reliably the expenditure attributable to the mtanglble asset dunng its
development:

The ‘amount initially recognised for internally-generated intangible assets is the sum of the
expenditure incurred from the date when the intangible asset first meets the recognition criteria listed
above. Where no internally-generated intangible asset can be recognised, development expenditure
is recognised‘ in profit or loss in the period in which it is incurred. Subsequent to initial recognition,
internally-generated intangible assets are reported at cost less accumulated amortisation and
accumulated impairment losses, on the same basis as intangible assets that are acquired separately.
Amortisation is recognised on a straight-line basis over the estimated useful life of the asset. The
estimated useful life and amortisation method are reviewed at the end of each reporting period, with
the effect of any changes in estimate being accounted for 6n-a prospective basis.

The useful economic life of other intangibles are as follows: ‘

. Development of soil risk map 3.25 years

Derecognltlon of mtanglble assets -

An intangible asset is derecognlsed on disposal, or when no future economic benefits are expected
from use or dlsposal Gains or losses arising from derecognition of an intangible asset, measured as -
the difference between the net disposal proceeds and the carrying amount of the asset, are
recognised in profit or loss when the asset is derecognlsed
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STANTEC EUROPE LIMITED (formerly known as MW.HAEurope Limited)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

"SIGNIFICANT ACCOUNTING POLICIES (_CONTINUED) '

Fmanmal instruments

FlnanCIaI assets and Ilabllltles are recognised in the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the instrument. Financial assets and financial
liabilities are. initially measured at fair value. Transaction costs that are directly attributable to the
- acquisition or issue of financial assets and flnanCIaI liabilities (other than financial assets and financial
liabilities at fair value through profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through proflt or’
loss are recognised immediately in proflt or loss.

Financial assets

All financial assets are recognised and derecognised on a trade date where the purchase or sale of
a financial asset is under a contract whose terms require delivery of the financial asset within the
timeframe established by the market concerned, and are initially measured at fair value, plus

"~ transaction costs, except for those financial assets classified as at fair value through proflt or loss,
which are initially measured at fair value. :

Financial assets are classified into the following specified categories: financial assets ‘at fair value
through profit or loss’ (“FVTPL"), ‘held-to-maturity’ investments, ‘available-for-sale’ (“AFS”) financial
assets and ‘loans and receivables’. The classification depends on:the nature and purpose of the
financial assets and is determined at the time of initial recognition. '

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and
of allocating interest income over the relevant period. The effective interest rate is the rate that exactly-
discounts estimated future cash receipts (including all fees and points paid or received that form an
"integral part of the effective interest rate, transaction costs and other premiums or discounts) through
the expected life of the debt instrument, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition. Income is recognised on an effective interest basis for debt instruments
other than those financial assets classified as at FVTPL. . : :

Loans and receivables

Trade receivables, loans; and other receivables that have fixed or determinable payments that are
not quoted in an active market are classified as ‘loans and receivables’. - Loans and receivables are
measured at amortised cost using the effective interest method, less any impairment. ‘Interest
income is recognised by applying the effective interest rate, except for short-term receivables when
the recognition of interest-would be immaterial. .

Impalrment of financial assets

_Financial assets,. other than those at FVTPL are assessed for lndlcators of |mpa|rment at each .
balance sheet date. Financial assets are impaired where there is objective evidence that, as a result

" . .of one or more events that occurred-after the initial recognition of the fmancnal asset, the estimated
future cash flows of the investment have been affected.

For certain categories of financial asset, such as trade debIors,' assets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective bases.
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" Year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (cdntinuad)

For financial assets carried at amortised cost, the amount of the impairment is the difference between
the asset’s carrying amount and the present value of estimated future cash flows, discounted at the -
financial asset’s original effective interest rate. : : :

~

FlnanCIaI Ilabllltles )
Financial Ilabllrtles are classified as either flnanC|aI Ilabllltres ‘at FVTPL or other financial liabilities’. . "

Fmancral liabilities at FVTPL

Fmanmal Ilabrlrtles are classified as at FVTPL when the flnancral liability is either held for tradlng or
it is designated as at FVTPL. ’ .- .

A financial liability is cIassmed as held for trading if:.
e it has been incurred principally for the purpose of repurchasing it in the near term; or

e oninitial recognition it is part of a por'tfolio'of identified financial instruments that the Company
manages together and has a recent actual pattern of short-term profit-taking' or

‘o itis a derivative that i is not deS|gnated and effective as a hedging mstrument

A financial liability other than a financial llablllty held for tradlng may be desrgnated asat FVTPL upon
mltlal recognition if:-

e such designation ellmlnates or S|gn|flcantly reduces a measurement or recognltron
inconsistency that would otherwise arise; or . ’

the financial liability forms part of a group of financial assets or financial liabilities or both
which is managed and its performance is evaluated on a fair value basis, in accordance with
the Company’s documented risk management or rnvestment strategy, and information about
the grouping is prowded internally on that basis; or

e it forms part of a contract containing one or more embedded denvatlves and IAS 39 Financial
Instruments: Recognition and Measurement permits the entire combined contract (asset or
. Ilabrllty) to be desrgnated as at FVTPL. .

Financial liabilities at FVTPL are stated at fair value, with any -gains or Iosses arising on,
remeasurement recognised in profit or loss. The net gain or loss recognised in profit or ‘loss
incorporates any interest paid on the financial I|ab|l|ty and is included in the ‘other gains and losses’
line item in the income statement. .

Other financial Ilabrhtles

. Otherfmancral liabilities, including borrowings, are initially measured at fair value, net of transactlon
_costs. Other financial liabilities are subsequently measured at amortised cost usrng the effective
interest method, with interest expense recognlsed on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial I|ab|I|ty and
of allocating interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments through the expected life of the financial liability,
or, where appropriate, a shorter period, to the net carrying amount on initial recognition. -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

4, CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Company’s accounting policies, which are described in Note 3, the Directors
_are required to make judgments, estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and associated
“assumptions are based on historical experience and other factors that are consndered to be relevant :
Actual results may differ from these estimates. .

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision ‘and future perlods if the reVI5|on affects both
current and future periods. :

Critical judgments in applyin'g the Company’s accbunting policies

The following are the critical judgments, apart from those involving estimations (which are dealt with
separately below), that the Directors have made in the process of applying the Company’s accounting
policies and that have the most significant effect on the amounts recognised in financial statements.

i) Revenue recognltlon

Accounting for revenue involves determining both the total revenue that will be earned on a
contract and how and when that revenue should be allocated to specific accounting periods.
The revenue recognition process involves considerable use of judgments and estimates in
determining revenues, costs, and profits, and in assigning the amounts to: relevant
accounting periods.

The process is compllcated by the need to evaluate contmually the uncertamtles inherent in
the performance of contracts and by the need to rely on estimates of revenues, costs, and
the extent of progress toward completion.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the - -

balance sheet date, that have a significant risk of causing a material adjustment to the ‘carrying
amounts of assets and Ilabllltles within the next financial perlod are discussed below.

) Defined benefit obllgatlon

The cost of defined benefit pensions plans are determined using actuarial valuations. The
actuarial valuation involves making assumptions about discount rates, future salary
increases, mortality- rates and future pension increases.. Due to the complexity of the
valuation, the underlying assumptions and the long term nature of these plans, such
estimates are subject to significant uncertalnty The assumptlons used are dlscussed in
detail in Note 23. .

i) - ImpaIrment of goodwill and investment in subS|d|arles

Determining whether the goodwill balance and investment in subsndlarles are lmpalred
requires an estimation of the value-in use of the relevant cash generating units. The value in
use calculation requires the entity to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order to calculate present value. An.
impairment loss of-£85,000 was recorded at the transition date of 4 January 2014 to bring
the carrying value of goodwill down to £240,000. A discount rate of 12% was used-in the
value in use calculation. No impairment lossés on goodwill have been booked since then, as
the value in use has been assessed as being sufficient to cover the carrying value. -
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4,

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

Key sources of estimation uncertalnty (contmued)

i),

i)

Impalrment of goodwill and investment in subsidiaries (contlnued)

For the investments in subsidiaries, at a Company level, value in use calculations were

‘prepared for Stantec SA in the 2016 financial period and for Stantec India, Stantec SA and

Stantec BV in the 2015 financial»'perio‘d. No impairments have been booked in the 2017
(2016: none). The discount rates used in the 2015 and 2016 value in use calculations were

. 10% and 1% respectlvely Further details of the impairment losses can be found in Note

15.
Recoverablllty of assets

Assets are assessed for recoverablllty 'on an annual basis. Non-financial assets (Wthh
include property, plant and equipment) are assessed on an annual basis for any indication
of an impairment loss. As at 31 December 2017, all property, plant and equipment is
considered to be recoverable and no impairment losses have been booked (2016: same).
Financial assets (which include trade and other receivables) are assessed for impairment on
a collective basis and an allowance for doubtful debts account is used to record an estimated
impairment loss. Doubtful accounts are provided for as soon as information available
indicates that it is probable that amount due from the customer is doubtful of collection. - .
Collectability of a receivable becomes doubtful when, based on current information and -

‘events, it is probable that we will be unable to collect all amounts due according to the

contractual terms of the receivable. Recording an allowance for doubtful accounts represents
use of estimation. As the estimate changes from one reporting date to another, the allowance
amount is adjusted for by increasing or decreasing the doubtful debt expense as necessary.
As at 31 December 2017, an allowance for. doubtful debt balance of £899,000 has-been
recorded (2016: £693,000). ' ' ..

" Provision for contracts in defects period

In accordance with the ‘more conservative approach of the Company’s ultimate parent
Stantec Inc., it has been considered to be prudent to reflect a provisional amount towards

- historical contracts that have  not yet seen their limitation period concluded. There are

currently no definitively determined. obligations promised, however there is a measure of
uncertainty of such an obligation arising within the next’ twelve months. ;

_ltis not possible to determine with any certalnty when the clalm assessment and litigation

period might be concluded for any claim that may arise. Accordingly, it is also not possible
to identify in advance the date of any outcome and potential reimbursement in respect of
any such claim.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

5. .‘REVENUE B L ’ o

-All revenue for the year ended 31 December 2017 and the 52 week perlod ended 31 December 2016

is attributable to the principal activity .of the Group being management consultancy, programme

management, ..engineering and consultancy . to the_infrastructure mdustry “Revenue is split
geographlcally as follows: . . . ' » '

52 week

~ Year period

ended 31 ended 31

December December

Sale of services . - o 2017 2016

C | ‘ £'000 £7000
United Kingdom o o A 91,870 82,386
Rest of Europe ' : L 82,480 67,350

Rest of the world o o : . 30,567 31,973

204917 181,709

'There is no material difference between the analysis of revenue by geographical origin and
geographical market.
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NOTES TO THE FINANCIAL/STATEMENTS (CONTINUED)
Year ended 31 December 2017

6. PROFIT FOR THE FINANCIAL PERIOD - -

52 week . .’

, Year period

~ ended 31 ended 31

December December

2017 - 2016

‘ . ‘ £000 £000

Proflt for the period is stated after chargmg/(credmng)

Amortisation of intangibles 56 52

Depreciation v ' ‘

Owned assets - 1,153 1,599
Leased assets - -2
'Redundancy costs . - 243 101

Loss on disposal of property, plant and equnpment 40 . 10

Impairment loss on trade and other. receivables 196 126

Reversal of impairment losses recognised on trade recelvables (23) (104)

Foreign exchange loss 473 . 270

Claim provision expense 1,257 1,500 -

- Proceeds to be received from group company to flnance claim - (1,241) -
settlement . . ’
The analysis of auditor's remuneration is as follows: S
, : 52 week
Year period
ended 31 “ended 31
December December
. 2017 2016
» : " £°000 £000
Fees payable to the Company's auditor for the audit of the .

“Company’s annual financial statements ' 55 85
Fees payable to the Company’s auditor and associates for :

‘the audit of the Company’s subsidiaries - - 258 206
Total audit fees 313 291
Taxation compliance services 13 29
Pension assistance - 30 -
Total non-audit fees 43 .29
Total fees 356 320
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~NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

7.

STAFF COSTS AND ANALYSIS -

'STANTEC EUROPE LIM.ITED (formerly known. as MWH 'Eqr.ope“Limited)

o .52 week

. Year -period
ended 31 ended 31
December December

2017 . 2016’
_ : < £2000 - £°000
. Directors' remuneration - -
Short-term employee benefits. . - o . 1,326 - 3,235
Post- employment employee benefits’ o , 63 55
1,389 3,290
" Emoluments of the highest paid Director : B 519 » 12,482

Of the two Directors being members of the def'ined' benefit pension scheme, the highest paid
Director's contributions in the period amounted to £41,201 (2016: £33,576): The highest paid
Director is not a member of the defined benefit pension scheme, therefore had no accrued pension

entitlements (2016: £nil).

52 week. -

- Year period .
ended 31 ended 31

December December -

2017 ‘ 2016
: No. No.

Number of Directors who are members of the
defined benefit pensmn scheme : . - 2 -2
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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T,

STAFF COSTS AND ANALYSIS (CONTINUED)

52 week

. .Year period
‘ended 31 ended 31
" December December
2017 2016
o : £000 - £000
All employees (mcludmg Dlrectors) _ . : '
Wages and salaries - , o - 65,605 60,371
Social security costs ' A . S _ 6,353 6,120
Other pension costs ‘ B L ' 3,598 3,459
75,556 69,950
52 week
Year- period
~.ended 31 ended 31
December December
. 2017 . 2016
: No. . No.
Average monthly number of persons employed (mcludlng Directors) :
‘Engineering . ) 1,434 1,523
. Marketing A . o , : 45 16
. Administration o : o h ' 222 159
1,701 1,698 -
INVESTMENT REVENUE A
B 52 week
S S . Year period -
o . ©° ended 31 ended31
» : ' - : .December December
2017 2016
: ' £'000 £°000
Interest revenue . _
Bank interest C ' \ S 78 - 84
Interest recelvable from group undertaklngs : ‘ : 227 552
305 636
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

. STANTEC EUROPE LIMITED

: Year ended 31 December 2017

'9.

" 10.

FINANCE COSTS -

Interest payable onv_‘ bank loans and overdrafts
Interest payable to group undertakings
Other finance costs (note 23) -

' OTHER OPERATING INCOME

Research and development expendlture credit
Other

52 week

136

Year period -
ended 31  ended 31
December December
2017 . 2016
“£°000 £000
-~ 35 57
211 . 113
370
616 306
52 week
Year period.
"ended 31 . ended 31
December December
2017 . 2016
£°000 - . £000- -
367 434
208 3
437

575

‘Other operating income consists malnly of research and development credit’ grants accrued from

HMRC and income from joint operatlons
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oM.

TAX ON PROFIT O.N'ORDTNARY ACTIVITIES

The tax charge comprises:

Corporatlon tax .

Current period UK corporatlon tax .
Current period overseas tax
Movement in overseas tax provision.
Interest on overseas tax provision
Adjustments in respect of prior periods

" Total corporation tax charge

Deferred tax- :
Origination and reversal of tlmlng dlfferences
Movement in respect of pension deficit
Effect of change in tax rate — non pension
Effect of change in tax rate — pension
Adjustments in respect of prior periods

- Movement in overseas tax provision
~ Total deferred tax charge .

- “Tax charge on profit on ordinary activities

52 week

Year - period

ended 31 ended 31

December December

2017 2016

_£000 £000

174 . 976
1,250 402

- - (500)

- (170)

388 _ (50)

1,812 - 658

(118) 583

905 474

- 43

- (168).

(149) . (90)

Lo 500

- 638 1,341

2,450

1,999
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Year ended 31 December 2017 -

11,

TAX ON PROFIT ON ORDINARY ACTIVITIES (CONTINUED) -

FACTORS AFFECTING THE CURRENT TAX CHARGE FOR THE PERIOD

UK corporation tax is calculated. at 19.25% (2016: 20.00%). of the estimated taxable profrt for the
period. Taxation for other jurisdictions is calculated at rates prevailing in the respective jurisdictions.
The charge for the period can be reconciled to the income statement as follows:

Profit on ordinary activities before tax

Tax at 19 25% (2016 20. 00%) thereon
Effects of: :
" Non-deductible expenses.
Non-taxable income :
Differences in overseas tax rates
Adjustments in.respect of prior periods
Changes in tax rates o
Overseas tax incurred at higher rates
-Interest on overseas tax provision :
Timing differences on whrch deferred tax is not recognlsed

Tota_l tax charge for the p_erlod

' - N .
Amounts recognised in other comprehensive income:

Deferred tax
items that will-not be- reclassmed subsequently to profit or

loss:
Movement in. retrrement benefit obllgatlon
Change in tax rate pension

Tax credltron profit on ordinary activities

52 Week
. Year period
ended 31 ended 31
December December
2017 2016
£000 - £°000
8,202 9,748
1,579 11,950
80 41
(70) (149)
41 . 636
240 (140).
(108) (125)
- - (44)
- (170) .
" 688 -
2,450 1,999
52 week
. Year period
- ended 31, ended 31
December December
2017 . 2016
£°000 £000
1,000 '2,900' '
- (583)
1,000 2,317
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1.

12,

TAX ON PRQF_IT"ON ORDINARY ACTIVITIES (CONTINUED)

Legislétion to reducé the réte of UK corporaﬁon tax to 17% frdm 1 April 2020 had been enacted at
the balance sheet date and the impact of this reduction in the tax rate is reflected in the net deferred

‘tax assets as at 31'December 2017. : _ . ‘

.~ GOODWILL

Group - L . 4 o SR ' - Goodwill
L | 4 £’ooo‘_'
Cost .

At 31 December 2016 - ) AR R 325 .
At-31 December 2017 ) - | S S 325
Accumulate'd impairment losses ' ' A |

At 31 Decémberzmei” - .' , '  ' L ) - (85) -
At 31 December 2017 - A S 85
Carrying a-r-ngu.nt.. | | | o
At 31 December 2016 o o R , 24'0
At 31 December 2017 o | S 240

/7

Goodwill. arbse on the échisition of a businesé in 2007. The above cost and carrying amount Al

" represent the value at the date of transition to IFRS on4 January 2014 No impairment losses have -

been required to be booked since that date.
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" NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

13. OTHER INTANGIBLE ASSETS . | ,
v ‘ ' ' Other

- Group - T : _ - intangibles
7 - L £'000
Cost.

- At31December2016 . - o 182
Additions "~ - ' -
Exchange differences _ _ ' . ) . 6

| At31December2017 - . . N | S 188
Amortisation
At 31 December 2016 | ' ' 73
Charge for the period - S _ o 56
Exchange differences . , : 2
At 31 December 2017 - .' - | 131
Carrying amount |
At 31 December 2017 - ' P : 57
At 31 December 2016 - , ' ‘ 109

Other intangibles conéist_of capitalised costs incurred on the development of a new soil risk map.

The amortisation charge is included in the administration expenses line in the consolidated profit and
loss accournit and the remaining amortisation period for these development costs incurred is 1 year. -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

14.

PROPERTY, PLANT AND EQUIPMENT

Freehold
‘ ‘ - land and Plant and * Motor
Group ‘ , : buildings = equipment . vehicles Total
‘ : £000 . £000 £000 £000
.Cost or valuation . . -
At 31-December 2016 ‘ - 179 16,166 -~ 32 18,377
_ Exchange differences R . - 6) .(147) 1 (152)
Additions Co o - . 1,388 ) 5 1,393 .
Disposals . S <= (10,083) - . (9) (10,062) -
At 31 December 2017 . - 173 7,354 29 7,556
' Depreciation - : ‘ ' . e
At 31 December 2016 T 124 13,037 17 13,178
: Excﬁange differences o P BC) R ' (130) ' 1 (138)°
Charge for the period - K _ 6 1,144 . 3 1,153
_Disposals o - . - (9, 963) (7) (9,970) .
At 31 December 2017 o 121 4,088 14 4,223
Carrying amount : _ , ‘ S - '
At 31 December 2017 : o 52 . 3,266 15 3,333
At 31 Dec;erh’beréO16 o o 55 3,129 15 3,199



- STANTEC EURQPE LIM_ITED (formerly known as MWI-I Europe' Limited) '

e

' NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
} Year ended 31 December 2017

_14. ~ PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

- Company

Cost .
At 31 December 2016
Exchange differences
Additions * - .
- Disposals . ' -

At 31 December 2017
~ Depreciation
At 31 December 2016
- Exchange differences
Charge inperiod
Disposals -
At 31 December 2017 .

Carrying amount
At 31 December 2017

At 31 Decembe_r 2016

Plant and
equipment
£°000

85

(85)

- (79)
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Year ended 31 December 2017

" 15.

4

INVESTMENTS

Group

Investments at 1 January
Investment recognised in year -
Foreign exchange loss

' Investments_af 31.December

Investments are held at amort_ised cost.

Associates

- 4Delivery Limited

" Joint operations

MWH Gulf Consult _
Watermark (Yorkshire) Limited
Optimise (Water) LLP

MWHS&I |

Share

holding % .
in

ordinary

shares

20

Share .

holding %
in
ordinary
shares

50

50

10
49

" STANTEC EUROPE LIIVIITED- (fo’rmerly.knqwn as MWH Europe LimitecI)

' NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Country of -
incorporation

UK

Country of .

incorporation -

Kuwait
UK
UK

Cyprus

3. A

December December
2017 2016
£000 £000°

10 12
- @
10 10 -

Principal activity |

Consultant engineers .

Principal activity

Consultant engineers’

. Consultant engineers

- Consultant engineers

Consultant engineers .

The Company ‘accounts for its own assets, liabilities, “turnover and expenses in the joint operations,
as well as-its share of any-joint assets, liabilities, -turnover and expenses measured in accordance -

"Wlth the terms of each arrangement
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" STANTEC EUROPE LIMITED (formerly knewn'és MWH Europe Limited) -

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

'

15. INVESTMENTS'(CONTINUED)

Share

Joint ventures’ | _holding %
| olbrdinalr; ~ Country ef' _ '
shares ; incorporation : Principal activity
) .ESH-MWH.Li'mited ' - . 50 o UK. ConsuIIalnt engineefs
M2 (Water) LLP ' 50 UK 'Consultent'engineers'

" . These Jomt operations, joint ventures and assocnates are either dIrectIy owned by Stantec Europe
Limited or by its subsidiaries. »

‘ The accounting periods for 4De|ivery Limited and Optimise (Water) LLP end on 31 March and for
Watermark .(Yorkshire) Limited ends on 30 April. These financial statements .incorporate the
appropriate Stantec share of unaudited results of these companies for the period ending-31

- December 2017.
Company o v
A - 31 T3
December ‘December
- 2017 - 2016
o . £'000 £000
Investments at 1 January - o , ' ‘- ' 14,450 13,631
Capital injection into Stantec SA : - 819
Capital injection into Stantec UK Limited - 1,400 -
Capital injection into Stantec. ResourceNet (India) Pvt Limited - = 14 -
Recognition of MWH Khonji , » : ~ 11 -
_Investments at 31 December - ' : T ‘15,875 14,450

Followmg the Companys increase in shareholdlng in MWH Khonji from 49% to 51% the capital
investment is recognised'in 2017. The Company purchased the remaining shares in Stantec RNet
to bring its total shareholding to 100%. The Company invested a £1.4m capital injection received
from Stantec Holding B.V. into. Stantec UK Limited towards the additional payment made into the

. Deflned Benefit pension scheme. No.impairments have been booked in the current period.
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‘,S_TANTEC EUROPE LIMITED (fornﬁerIy known as MWH Europe Limited)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

: Year ended 31 December 2017 -

185,

INVESTMENTS (CONTINUED)

Subsidiary und'ertakings"’ :

Company . . - : — - Country of
' ‘ : ' ' : . incorporation

Stantec UK Limited SR ~ - UK

Stantec:SPA - ‘ S ' . ltaly

- Stantec SA i - ~ Belgium .
~ Thomas Hawksley Consultlng L|m|ted : UK
MWH India Pvt Limited : ‘ India
- Stantec BV ’ ' - Co Netherlands

Stantec ResourceNet (India) P\(t Limited A ' A ‘ India

Status.

Trading
Trading
Trading
Trading

. Trading

Trading
Trading

% of Equity

Owned (all

ordinary
shares) -

100%
100%
100%
100%

99.99%
. 100%
100%

The main activities of all the subsidiaries include acting as consultants in civil engineering concerned

-with the design and construction of public_health facilities, chiefly in the areas of water supply,

pollution-control, waste disposal and management and protection of the environment. A Iarge portion

of work for each company is traded in thelr country of reglstratlon
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

16. ~ TRADE AND OTHER RECEIVABLES .
‘ . ' Group

: 31 31
December = December
2017 - 2016
o o £000 . £000
Amounts falling due within one year: '
Trade debtors ) ‘ S ‘ | | .. 26,351 27,599
Allowance for doubtful debts = - . ' (899) . . . (692)
Amounts recoverable on contracts - ‘ o 23,398 23,644
- Amounts owed by group undertakings . ‘ . ’ 44290 . 14,092
Amounts owed by joint operations  © . ' : 137. ' 428
Corporation tax : o : : 1,764 1,822 -
Other debtors - : o121 1,741
.Prepayments and accrued income . ‘ B . 2,547 . . 1,633
97,715 70,267
Amounts faIIing.due after rrrore than-one yeér-:
'Retention receivable L ST 1,753 1,515
| 1,753 1,515
‘ Total trade and other receivables ’ o 99,468 71,684
Cernpany
. 31 31
December December
2017 - 2016
, £000  _ £000
Trade debtors : i - 1,586 -
Amounts owed by group undertaklngs o ' o - - 203
Other debtors ; o ‘ ' o - -
Prepayments and accrued income o A . . . - 5
: - o 1,794

Trade recelvables dlscIosed above are classrfred as loans and recelvables and are therefore
measured at amortrsed cost .
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STANTEC: EURbPE LIMITED (formérly known as M\NH Europe Limited)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

16. TRADE AND OTHER RECEIVABLES (CONTINUED)

Allowance for doubtful debts movement’ -

Group

£7000
At 31 December 2016 R | - . 693
Impaifment losses recognised . , - .. 196
Amounts recovered ' : : o (23)
Amounts written off , A - B © (49)
Effect of foreign exchange : - co , , 82
At 31 December 2017 - - - -
There are no aIIOwances for doubtful debts at COmpaﬁy IeveI.-
Ageing of past due but not impaired trade recéivables'
‘ ' " Group
31 -3
‘December December -
2017 2016 -
£'000 £000
Neither past due nor impaired - -~ : 16,360 14,098 -
Past due but not impaired: ' , o T )
31— 60 days o ' . .- 3516 . 6,473
61— 90 days _ o 3 1,655 . 1,591
91 — 120 days . , : - 684 1,582
> 120 days . _ . R 4,136 3,163

26351 26,907
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STANTEC EUROPE LIMITED

" VNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Year ended 31 December 2017

17.  DEFERRED TAX ASSET

The following are the major deferred tax assets recognised by the Group and movements thereon

durmg the current and prior reportlng perlod

Capital

allowances in  Short term Retirement -
excess of timing benefit v
. depreciation . differences obligations - Total
£'000 - £000 £'000 £'000
At 31 December 2016 459 . 447 2,897 3,803
(Charged)/credlted to the profit 315 (51) (902) (638)

and loss account ' -
Credited to the statement of : A ’ ) .

_ comprehensive inceme' - (30) - 1,030 1,000
At'31 December 2017 774 366 3,025 4,165

No deferred. tax assets have been recognised for accumulated tax losses within the MWH India
Private Ltd subsidiary. The utilisation of these losses depends on there being sufficient future taxable
profits within these entities. This isn't considered sufficiently certain for the. utilisation of these losses
to be regarded as more likely than not and hence no deferred tax asset has been recognised. The
unprovided deferred tax asset is £1,178,000 (2016: £1,656,000).

The following are the deferred tax assets recognlsed by the Company and movements thereon durlng )

A the current and pr|or reporting period:

At 31 December 2016
Charged to the profit and loss account -

Charged to the statement of comprehensive
income -

* At 31 December.2017

'~ Company
Capital allowances Short.term
in excess of timing
depreciation differences Total
£000 £000 £'000
7 - 113 120
M " (5) (6)
- (30) (30)
6 78 84
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STANTEC EUROPE LIMITED (formerly known as MWH Europe Limited)

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
:AYear ended 31 December 2017

18; " TRADE AND OTHER PAYABLES

Trade creditors A
Bank loans and overdrafts )
Amounts owed to group undertakings
Amounts owed to joint operations -
Other taxes and social security .

. Other creditors
Accruals

Trade creditors

Amounts owed to group undertaklngs
Other taxes and social security
Other creditors :
Accruals

Group
R . 31
December December
- 2017 2016
£000 - £°000
10,503 12,820
C - . 1
44,138 © 12,711
- 20
5,052 3,492
4932 - 4273
13,593 - 13,484
78,218 46,801 .
Cdmpany
1 AN
December December
2017 - - 20186
£'000 £'000
- 36 19
20,852 21,962
. 27
108 ' 664
20,996 22731 -

49
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
. Year ended 31 December 2017 _

19, OTHER NON-CURRENT PAYABLES

Annwty payable
Deferred rent and tenant |mprovements

Group
3 31
December December
2017, - 2016
£'000 £'000
158 -~ ° 336
93 -
251 336

The: Company and. Group have a Ilablllty for annuity payments that are.due to retired partners (or

thelr spouses) of the old Watson Hawksley Partnership.

Annuity payable

‘ Compeny
31 31
. December December’
2017 2016
£000 £000
158 ~ 336 -
158. 336
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S"TANT.EC EUROPE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

20. PROVISIONS
- Historical projects . .
‘ T .31 31

December December -
2017 - . 2016
o £000 - £2000
As at 1 January - _ ' - ' L1500 -
Arising during the year : . 1,257 1,500

- Analysed as:
Current’ . : _ ‘ : . 2,741 -
Non-current - ) C - 16 7 1,500
As at 31 December ~ o o ' 2757 . 1500

Additional provision was made in 2017 to fully cover a claim by a single client within the related
prOJect s defects limitation period and settled in fuII in 2018.
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Year ended 31 December 2017

' 21. OPERATING LEASE COMMITMENTS

The Group as lessee:-

Year 52 week .
_ ‘ended period ended
- *31 December 31 December
‘. - 2017 2016
£000 £000
Lease payments under operatmg leases recognlsed as an
expense in'the period: . -
" Plant and equipment 1,569 1,374
Land and buildings 2,843 2,912 -
4,412

4286 -

At the balance sheet date the .Group. had oitstanding commltments for future minimum lease -
payments under non -cancellable operating. leases, which fall due as follows:

Plant and - .

Landand  Plantand  Land and |
buildings equlpment buildings equipment
- 31 31 31 R
December . December December December
2017 2017 2016 2016
£°000 £000 £000 - £000
. Within one year 1,864 - 669 1,765 . 757
Within two to five years 5,302 . 467 4,835 1,215
" After five years 1,741 - 18 1,396 4
8,907 . 1,154 7,996

1,976

The Company has no 'opera'ting lease commitments.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

22. SHARE CAPITAL '
3 -3

Group and Company . ' o o December December

. 2017 2016

© £'000 £000

Authorised -
10,000,001 (2016 10, OOO ,000) ordlnary shares of £1 each , - 10,000 ~ 10,000
Issued and fully paid .
10,000,001 (2016: 10,000 000) ordinary shares of £1 each : 10,000 10,000
Share premium ' \ C : 1,400 - -

On 23 June 2017, the Company issued a smgle £1 share to Stantec Holding B.V. in exchange for
o £1 400,000. . -
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23

PENSION SCHEME
The Group operates pehsion schemes as set out below:;
(a) Defmed Contrlbutlon Pension Plan

The assets of the UK defined contribution plan are held separately from those of the Group in an
independent fund by Aegon UK Limited. During the period; the Group contributed £5,455, 860
(including £3,090,570 contnbutlons‘made on behalf of employees) to the UK defined contribution
plan (2016: £5,018,176). There were no unpaid contributions to the Deflned Contrlbutlon scheme at
31 December 2017 (31 December 2016: nil). . _ ’

(b) Defined Benefit Pension Plan

The assets. of the defined benefit plan are held separately from those of the Company-in an
independent fund administered by Clerical Medical Investment Group Limited. This plan was closed
to new members on 31 March 2005 and.from that date existing members no longer accrued further
benefits for pensionable service. The defined benefit plan has been replaced by the new defined
contribution plan for service from 1 April 2005 onwards. : :

As with all defined benefit schemes, risks exist based upon the variable conditions of the scheme,
including (but not limited -to): changes to long term UK interest rates and inflation expectations,
movements in global investment markets and regulatory risk from UK pension legislation. The
Company uses internal knowledge, alongside independent stakeholders and subject matter experts
to ensure the assets and liabilities of the pension scheme are fully understood and controlled.

" The plan was subject to its triennial actuarial valuation by the Company’s appointed external qualified

actuary to reflect the position as at 31 December 2017. This revaluation indicated a revised deficit .
position of £17,791,000 with a present value of funded obligations of £144,207,000 agalnst a fair
value of plan assets of £126,416,000.

‘A group contribution of approximately £3,100,000 pertan'num is currently being paid, covering all

divisions of the plan. Due to the increased deficit position as at 31 December 2017 despite increased
contributions during 2017 as per the circa 2-year Recovery Plan agreed with the Plan Trustees, the
current level of contributions equating to approximately of 9% of total pensionable salaries per annum
is to be maintained during 2018. An additional single payment of £1,000, 000 was made in January
2018 into the plan towards closing the deficit position.

The result of the triennial valuation is based on:
Method of funding:

" As the defined benefits plan does not provide any future service beneflts the contribution rate to fund

the deficit is based on amortising the difference between the value placed on the plan assets and
the present value of all accrued past service benefits earned up to the valuation date; with allowance
for future indexation on the accrued benefits and taking into account the cost of securing the benefits
at retirement with an annuity under the terms of the contract held with Clerical Medical Investment
Group Limited.
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Year ended 31 December 201 7

23. 'PENSION SCHEME (CONTINUED)

. Assumptlons used (continued):

Detailed actuarial calculations were based on up to date membership and asset data as-at the A

balance sheet date of 31 December 2017 to determlne the Deflned Beneflt Obligation.

"The welghtlngs used for the overall expected return are in Ilne with the proportions mvested in each
of the major asset clauses and a deduction to allow for investment expenses has been made. The
usual assumptions for the guaranteed annuity rates (“GARS") under the Clerical Medical contract
have been incorporated along with additional loading to reflect a recent change of practice from the

insurer as 'weII as an additional loading for the minority of members not subject to GARS.

The last’ vaIuatlon was updated at each balance sheet date’ by the actuary using the followmg

assumptlons

Discount rate at the end of the period »

Rate of increase in salaries

Rate of future inflation.— RPI (% pa)
Rate of increase‘in future penSIons in

payment, split:
Inflation linked up to 5% pa

- Inflation linked up to 2:5% pa‘

Mortality table pre retirement

Mortality table post retirement split:

Members not yet retired
Current pensioners

Allowancefor early retirements | _
_Allowance for members to commute

pension for tax free cash

2017

2.40%
n/a

3.20% °

3.40%
n/a
None

GARS apply

GARS apply
No

Yes

2016
2.60%-

- n/a
'3;25%'

3.50%
n/a
None

'PA92 C2020
PA92 C2020

No .

Yes



- STANTEC EUROPE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

_ Year ended 31 December 2017

23. PENSION SCHEME (CONTINUED)

The fair value of the assets'of fhe defined benefit scheme, Ihe present value of the liabilities in the )
scheme and the expected rate of return for each category of assets at each balance sheet date were: . -

2017 © 2016

Value of assets  Value of assets

 £000 ' £000

Group pension contract - ., p 126,416 - ‘ 1 15,395
Total fair value of assets | 126,416 115,305

Present value of liabilities o : (144,207) - (132,452)

Deficit in the plan. : I A _ ) (17,791) ) (17,05%)

The scheme has purchased a number of annuities in respect of past retirements. These are
understood to fully match the associated liabilities and so have been excluded from both the assets
and liabilities at each. accountlng date

Analysis of the defined benefit cost charged to operating-profit: A
' 31 o 31

December December
© 2017 2016
£000° £'000 ’
" Current service cost - ' o . , (280) - (294)
Total operating charge ' . : : (280) S (294)
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23. . 'PENSION SCHEME (CONTINUED)

Analysis of the amodnt charged to other"finénce'_costs:

-3 _ .31
December December
2017 2016

~£7000 £'000 -
Expected return on scheme assets o 3,012 4,149
Interest cost . (3,382) . (4,285)
Other flnance costs ' : . : (370) (136)

* As the scheme is closed, under the projected unit method the current se,rvice'co'st will increase as

the members of the scheme approach retirement.

-Analysis of amount recognised.in statement of comprehensive income:

Actual galnsl(losses) on the assets

Actuarial losses arising from experience adjustments

Actuarial (losses)/gains ansmg from changes in financial
- assumptlons .

Actuanal loss recognlsed in the statement .of comprehensive
mcome :

The actual return on the nlan_ assets during the'peried was £10,129,000 (2016: £4,247,000). ‘

- 31.

31

' December December

2017 . 2016

-£°000 £000

7147 98
1,349 31) -

- (14,524) (14568)
(6,058) (14,501) .
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- 23.

PENSION SCHEME (CONTINUED)

The major categories of pian assets,' measured at fair value at the balance sheet date were:

" Value - ' Value

2017 . - 2016
g A £000  £000
Equities/P'roperty/Hedge funds 4 o .‘ 40,947 ‘ 35,780°
Gilts and bonds - : o 13,364 . 11,564
Cash : , . ' : 11,520 - 13,198

Value: of insured annuitants o ‘ : v 60,585 54,853
126416 115395 - .

History of experience gains and losses:

2017 2016

_ © £000 - £000 -
_Difference between the expected and actual return on : :
. scheme assets: _ A S o coL
Amount (£'000) ' , , ' o 717 ‘ 98
Percentage of scheme assets o ' ' 56% 0:1%

Experience gains and losses on scheme liabilities: : )
Amount (£000) : . (1,349) D)
Percentage of the present value of scheme ‘ '

~ liabilites .. : oo ) : 0.0% t0.0%) '

Total actuarial ga_in/(loés) in the statement of total
recognised gains and losses:

Amount (£000) | | . (6.058) .. (14,501).
Percentage of the present value of scheme : oL ,
liabilities ) _ v - , L (42%) K¢ 0.9%)

Actuarial galns -and. Iosses are recogmsed in the statement of comprehenswe income. The
cumulative actuarial Ioss to date is £35,330,000 (2016: £29,272 OOO)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Year ended 31 December 2017

PENSION SCHEME (CONTINUED)

23. )
Movements in the fair value of scheme assets were as follows:

" Opening fair vaiue of plan assets
Expected return on plan assets A
Actuarial gains/(losses) on assets: - S
Contributions paid by the employer

- Administration expenses and levies met from the Scheme
Benefits paid ' : ‘

CIosIng fair value of plan assets

- Movements in the present value of defined benefit obligations were as follows:

Openmg deflned beneflt obllgatlon
Interest cost

Actuarial losses/(gains) on obllgatlon
Benefits pald

Closing defined benefit obligation

31 31
December December .
2017 2016
£000 " £000
115,395 113,113
3,012 4,149
7.117 98
5,974 2,800
(280). (294)
(4,802) - (4,471)
126,416 115,395
31 31
December December
2016 2016
£000 . £000
132,452 118,039
3,382 4,285
13,175 14,599
(4:802) (4,471)
144,207 132,452
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24. CONTINGENT LIABILITIES AND CAPITAL EXPENDITURE

At 31.December 2017, thé ‘Group had contingent liabilities in respect of normal -trading
guarantees given to its bankers amounting to £1,146,527 (31 December 2016: £1,444,765). The
Company and the Group had no capltal expendlture commltments as at 31 December 2017 (31
December 2016: £nil). : :

25. ' NOTES TO THE CASH FLOW STATEMENT

) 52 week
Year ~ period
ended 31 ended 31
December December

2017 - 2016 .
" £000 £'000
Profit before tax ‘ o , 8,202. . 9,748
Adjusted for: o : :
Investment revenue - o - ' " (305) (636)
Finance costs - ‘ ‘ . . 616 . 306
- Depreciation of property, plant and eqmpment - o 1,153 - 1,601
Amortisation of intangible assets : o 56 - - 82
Loss on sale of property, plant and equipment . 40 10
Net unrealised foreign exchange differences : N (1,709) .. - 1,491
Pension service costs . 280 7 - 294
Movement in pension obligation L : (5,974) (2,800)
Movement in deferred revenue : ‘ 5,235 5,745
Movement in provisions - o - ' - 1,257 ' -
Operating cash flows before movements in working capital : 8,851 15,816 .
(Increase)/decrease in trade and other receivables S (27,543) 5,901
Increase in trade and other payables - -31,382 2,473
Cash generated by operations . - 12,690 24,190
Income taxes paid - . ~ . : (1,063) (2,034)
Interest paid . . (246) - (170)

Net cash from operating activities ' - _ ' ' 11,381 21,986
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26. RELATED PARTY TRANSACTIONS

Remuneratioh of key management personnel

The remuneratlon of the Directors, who are the key management personnel of the group, is dlsclosed -
in note 7: Staff costs and anaIySIS

Trading tran_sactlons

During the year the Group entered into transactions, in the ordinary course of business, with other
- related parties.  The Group has taken advantage of the exemption under paragraph 8(k) of FRS101

not to disclose transactions with fellow wholly owned subsidiaries. Transactions entered into, and

tradlng balances outstanding at 31 December with other related parﬂes are as follows: ’

Salesto. Purchases from
- 52week T . 52 week
" Year period . Year period

‘‘ended31  ended31  ended 31 . ended 31
December December December December:

2017 - 2016 o 2017 2016

£000 - £000 - £000 £000

4Delivery Ltd o ' 809 - . 1,073 . - C
ESH-MWH Limited , : . 2,084 . - : .-
M2 (Water) LLP _ L 6,513 3,301 - - -
. 7.322 6,458 - -
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36. RELATED PARTY TRANSACTIONS (CONTINUED)

Transactions with related parties consist mainly of labour sold to joint arrangements within the Stantec
group . :

The foIIowmg amounts were outstandlng at the balance sheet date:

Amounts owed by related parties

31 December 31 December .
2017 2018
£000 = - £000
4Delivery Ltd . ) S 1,18
CESH-MWH Ld ; o . 603 219
M2 (Water) LLP - | 1,656 1,898
‘ | | 2351 . . . 3208

~ Amounts owed to related parties "

31 December 31 December

2017 2016
£000 £000
4Delveryltd . . . S . 916
| S

The amounts outstandmg are unsecured and will be settled in cash No guarantees have been given -

or received. No provisions have been made.for doubtful debts in respect of the amounts owed by
related partles
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“Year ended 31 December 2017

27.

. 28.

.POST BALANCE SHEET EVENTS

On 23 ‘March.2018, the Group acquired the entire issued share caprtal of ESI L|mrted (“ESI"),
environmental services company incorporated in the UK for £6m. With more than 20 years of hlstory ’
in the marketplace, ESI is one of the UK’s leading independent scientific environmental consulting

firms with capabilities .in 'groundwater, land, and sustainable development. Supporting a. diverse
spectrum of clients in the private and public sector, ESI maintains a consistent portfolio of projects in

- the watér resources, transport and infrastructure, minerals and waste, and propert_y industries.

- On 7 September 2018, the Group acquired Peter Brett Associates (“PBA”) in the UK. PBA’is an

independent practice of engineers, planners, scientists and economists with more than 50 years of

‘history in the marketplace. It is-one of the UK's leading development and infrastructure firms with

capabilities in planning, infrastructure, land development, built environment and transport, supporting

.adiverse spectrum of clients in the private and public sector. Established in 1965, PBA have matured ‘
to over 700 personnel based in 14 offices across the UK and 3 smaller offices in Central Europe. At -
the date of signing the accounts, it was not ’possible to reIiany estimate the final purchase price.

These two acqursmons follow a s:gmﬂcant effort in identifying businesses that strengthen our exrstmg‘

UK expertlse complement our culture and open further opportunmes for growth

In June 2018, the Company. reached,agreement on an historic claim by a single client (made within

the project’s defects limitation period). - The final settlement amount was paid in June 2018 and .

~ financed by group companies

During 2018, the Group started tradlng through Iocally reglstered branches in Turkey and Saudr :
Arabia.

CONTROLLING PARTY

" The Company s ultimate parent controlling undertaking and the Iargest group company in which its

results are consolidated for the 2017 period is Stantec Inc., a publicly traded: corporation whose
shares are listed on the Toronto Stock Exchange and the New York Stock Exchange under the

- tradrng symbol STN.

The immediate parent undertaklng is Stantec Holdlng BV, a company incorporated in the

- Netherlands.

' The financial statements of Stantec Holdlng BV are available to the pubI|c from Forum Admmlstrators :

BV, Weena 336, 3012 NJ, Rotterdam, The Netherlands
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