
 

 

 

 

  

2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

March 4, 2011 

Management’s Discussion and Analysis (“MD&A”) is designed to provide the reader with a greater understanding of the Company’s 

business, the Company’s business strategy and performance, the Company’s expectations of the future, and how the Company manages 

risk and capital resources. It is intended to enhance the understanding of the audited annual consolidated financial statements and 

accompanying notes, and should therefore be read in conjunction with these documents, and should also be read together with the 
text below on forward-looking statements. Reference in this MD&A to the “Company” or to “SNC-Lavalin” means, as the context may 

require, SNC-Lavalin Group Inc. and all or some of its subsidiaries or joint ventures, or SNC-Lavalin Group Inc. or one or more of its 

subsidiaries or joint ventures. 

Unless otherwise indicated, all financial information presented in this MD&A, including tabular amounts, is in Canadian dollars, and 
prepared in accordance with Canadian generally accepted accounting principles (“GAAP”). 

FORWARD-LOOKING STATEMENTS 

Statements made in this MD&A that describe the Company’s or management’s budgets, estimates, expectations, forecasts, objectives, 

predictions or projections of the future may be “forward-looking statements”, which can be identified by the use of the conditional or 

forward-looking terminology such as “anticipates”, “believes”, “estimates”, “expects”, “may”, “plans”, “projects”, “should”, “will”, or the 

negative thereof or other variations thereon. The Company cautions that, by their nature, forward-looking statements involve risks and 

uncertainties, and that its actual actions and/or results could differ materially from those expressed or implied in such forward-looking 

statements, or could affect the extent to which a particular projection materializes. 

Many factors and assumptions could have an impact on the materialization of the Company’s projections, including, but not limited to, 

project performance, cost overruns, performance of joint venture partners, ability to attract and retain qualified personnel, subcontractors 

and suppliers, economic and political conditions, and other factors that are beyond its control. The Company cautions that the foregoing 

list of factors is not exhaustive. For more information on risks and uncertainties, and assumptions that would cause the Company’s actual 

results to differ from current expectations, please refer to the section “Risks and Uncertainties” and the section “How We Analyze and 

Report Our Results”, respectively, in this report. 

The forward-looking statements in this document reflect the Company’s expectations as at March 4, 2011, when the Company’s Board 
of Directors approved this document, and are subject to change after this date. The Company does not undertake any obligation to 
update publicly or to revise any such forward-looking statements, unless required by applicable legislation or regulation. 
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1 2010 Highlights 

GROWTH IN 
NET INCOME22% 

INCREASE IN 2010 NET INCOME 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Net income 

Earnings per share (diluted) 

RETURN ON 
AVERAGE NET CASH 
SHAREHOLDERS’ POSITION 
EQUITY

 27% $870 
million 

2010 2009 CHANGE (%) 

$ 437.0  $ 359.4 21.6% 

$ 2.87  $ 2.36 21.6% 

> In 2010, net income increased by 21.6% compared to 2009. This reflects an 8.9% net income increase when we exclude a net gain after 

taxes of $26.1 million from the disposal of two infrastructure concession investments (“ICI”) and a gain after taxes of $19.6 million 

from the disposal of certain technology solution assets. 

> This 8.9% increase was mainly due to higher contributions from Infrastructure & Environment, and from the ICI segment. 

HIGHER REVENUES IN 2010 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 2010 2009 CHANGE (%) 

Revenues  $ 6,315.0  $ 6,101.7 3.5% 

> The increase mainly reflects higher revenues from Packages and ICI, partially offset by lower revenues from Services. 

STRONG FINANCIAL POSITION 

DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Cash and cash equivalents 

Net cash position 

2010 2009 CHANGE (%) 

$ 1,288.2  $ 1,218.2 5.7% 

$ 870.1  $ 722.9 20.4% 

> The increase of cash and cash equivalents in 2010 mainly reflects cash generated from financing and operating activities, partially 

offset by cash used for investing activities. 

> Net cash position (cash and cash equivalents less cash and cash equivalents from ICI and recourse debt) remained strong as at 

December 31, 2010. 
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STRONG REVENUE BACKLOG 

DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Services 

Packages 

Operations & Maintenance (“O&M”) 

ICI 

Total 

2010

 $ 1,410.7 
5,912.1 
2,732.8 
2,949.9

 $ 13,005.5 

2009

 $ 1,464.9 

4,197.5 

2,596.1 

2,578.7

 $ 10,837.2 

> The Company’s overall revenue backlog increased as at December 31, 2010 compared to December 31, 2009. The backlog at the end 

of December 2010 does not include any fourth quarter 2010 bookings of Libyan projects, such as the $450 million Al Kufra Wellfi eld 

contract, or the Company’s backlog of previously booked Libyan projects which amounted to $484.0 million at year-end. The Company 

decided to remove these projects as a precautionary measure that will remain in place until the situation is further clarifi ed. 

ADDITIONS TO ICI 

> The following notable additions to ICI took place during 2010: 

• Chinook Roads Partnership (“Chinook”), held by SNC-Lavalin and Acciona S.A., entered into a contract with Alberta Transportation 

to design, build, operate, maintain, and partially finance the southeast section of Calgary’s Stoney Trail Ring Road in Canada. Upon 

signing the contract with Alberta Transportation, Chinook subcontracted the engineering, procurement, and construction (“EPC”), 

and the O&M work to joint ventures 50% owned by SNC-Lavalin. The construction is expected to be completed in 2013. Once 

completed, Chinook will operate and maintain this infrastructure until 2043. SNC-Lavalin and its partner committed to invest a 

total of $32.3 million in equity and subordinated debt in Chinook. 

• In July 2010, SNC-Lavalin, its partner and the McGill University Health Centre (“MUHC”) announced the financial closure and offi cial 

signing of a partnership agreement between MUHC and Groupe immobilier santé McGill (“MIHG”), composed of SNC-Lavalin and 

Innisfree Ltd. Under this 34-year public-private partnership, MIHG will design, build, finance, and maintain MUHC’s new Glen Campus, 

comprised mainly of two hospitals, a cancer centre and a research institute, located in Montreal, Canada. Also in July 2010, MIHG 

awarded SNC-Lavalin an EPC contract for approximately $1.6 billion to design and build the facilities. Construction is underway 

and is expected to be completed in the autumn of 2014. Once completed, MIHG will maintain the campus for the next 30 years. 

SNC-Lavalin and its partner committed to invest, directly or indirectly, an amount of $191.8 million in equity and subordinated debt. 

• The Company acquired in 2010 a 36.9% equity interest in Rayalseema Expressway Private Limited (“REPL”), an entity that had 

previously entered into a contract with the National Highways Authority of India to build and operate the 189-kilometre Cuddapah-

Kurnool section of National Highway 18, in the state of Andhra Pradesh, India. Under this 30-year public-private partnership contract, 

REPL will expand the existing two-lane stretch to four lanes and operate the section of the toll highway. SNC-Lavalin committed 

to invest an amount of $36.7 million in equity and subordinated debt. 
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DISPOSALS 

> The following disposals took place during the year: 

• During the third quarter of 2010, SNC-Lavalin disposed of certain Energy Control Systems (“ECS”)’s technology solution assets which 

help manage and optimize the flow of electricity through power grids. The gain of $22.8 million before taxes (gain of $19.6 million 

after taxes), was included in Packages activities, as part of Power. 

• In October 2010, SNC-Lavalin announced that it had entered into an agreement with a group of financial institutions to sell all of its 

approximately 10.07% equity interest in Valener Inc. (TSX:VNR) (“Valener”) consisting of 3,516,453 common shares of Valener, on 

an underwritten block trade basis, for net proceeds of $58.7 million, resulting in a loss after taxes of $1.3 million. The transaction 

was closed in November 2010. 

• In November 2010, SNC-Lavalin announced that it had entered into an agreement with Caisse de dépôt et placement du Québec 

to sell all of its approximately 11.1% interest in Trencap Limited Partnership. The transaction generated net proceeds of $118.2 million 

and resulted in a gain after taxes of $27.4 million. 

RETURN ON AVERAGE SHAREHOLDERS’ EQUITY (“ROASE”) 

YEAR ENDED DECEMBER 31 2010 2009 2008 

ROASE 27.4% 27.3% 29.1% 

> In 2010, ROASE significantly surpassed the Company’s performance objective of 600 basis points above the long-term Canada Bond 

Yield, which totalled 9.8% for the year. 

DIVIDEND INCREASE 

> On March 4, 2011, the Company’s Board of Directors approved a quarterly dividend of $0.21 per share, a 23.5% increase over the 

previous quarterly dividend declared, consistent with the Company’s positive outlook. 

2011 OUTLOOK 

> Based on the Company’s revenue backlog and prospects list, the Company expects its 2011 net income to be lower when compared 

to 2010, however it is expected to remain in line when we exclude the gains from the disposals of certain assets and investments 

recognized in 2010. 

> Net income from other activities for 2011 is expected to remain in line with 2010, when we exclude the gain from the disposal of 

certain technology solution assets. 

> Net income from ICI for 2011 is expected to remain in line with 2010, when we exclude the net gain from the disposal of two ICI. 

> The Company’s outlook for 2011 excludes any potential contribution from its projects in Libya, until the situation there is clarifi ed. 

SUBSEQUENT EVENT 

> On February 10, 2011, SNC-Lavalin announced that it will acquire a 23.08% ownership interest in AltaLink from Macquarie Essential 

Assets Partnership (“MEAP”) for $213 million. The offer was presented in response to a binding offer received by MEAP from a third 

party pursuant to a right of first refusal held by SNC-Lavalin and would bring SNC-Lavalin’s ownership in AltaLink to 100%. The 

transaction is subject to customary closing conditions and regulatory approval, including approval from the Alberta Utilities Commission. 
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2 Overview of Our Business and Strategy 
2.1 OUR BUSINESS 

SNC-Lavalin is an international leading engineering and construction company, and a leader in O&M in Canada. The Company is also 

recognized for its select investments in infrastructure concessions. 

SNC-LAVALIN 
CONSISTS OF: 
A network of 
offi ces located 
across Canada and 
in over 35 other 
countries with 
24,000 EMPLOYEES 
working on over 
10,000 PROJECTS 
in some 
100 COUNTRIES, 
offering expertise 
that meets 
client’s needs and 
making selective 
investments in 
infrastructure 
concessions 

› 

› 

Engineering and construction 
expertise offered as Services 
or Packages, to clients 
in multiple industries: 

› 

O&M activities performed 
to efficiently manage clients’ 
facilities and assets, in 
various lines of business: 

Selectively invest in ICI that, 
in general, offer potential 
complementary engineering 
and construction, and/or O&M 
contract opportunities, with 
an acceptable return for our 
shareholders, such as: 

› Infrastructure & Environment 
› Chemicals & Petroleum 
› Power 
› Mining & Metallurgy 
› Other Industries (including agrifood, 

pharmaceuticals & biotechnology, 
and sulphuric acid) 

› Project, facility and 
property management 

› Industrial 
› Transportation 
› Defence and remote 

camp logistics 

› Airports 
› Bridges 
› Cultural and 

public service buildings 
› Mass transit systems 
› Power 
› Roads 
› Water 
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SNC-Lavalin has more than 10,000 ongoing projects in multiple geographic regions and for multiple industry segments, showing the 

diversity of the Company’s revenue base. The Company’s geographic and industry diversification is a key factor that has enabled it 

to sustain its profitability growth over the years. The diversity of the Company’s revenue base and its capacity to operate in different 

categories of activity, industry segments and geographic areas are illustrated in the following charts with its 2010 revenues. 

DIVERSITY OF THE COMPANY’S REVENUE BASE 

CATEGORIES OF ACTIVITY INDUSTRY SEGMENTS GEOGRAPHIC AREAS 

PACKAGES 

38% 

8% 33% 
ICI SERVICES 

21% 
O&M 

INFRASTRUCTURE & 
ENVIRONMENT 

29% OTHER 
INDUSTRIES 

CHEMICALS & 

5% 

8% 
ICI 

21% 
O&M 

11% 
MINING & 

METALLURGY 

12% 
POWER 

14% 
PETROLEUM 

CANADA 

54% AFRICA 

20% 
OTHER 

REGIONS 

1% 

6% 
LATIN AMERICA 

AND CARIBBEAN 

3% 
UNITED 
STATES 

3% 
ASIA 

6% 
MIDDLE EAST 

7% 
EUROPE 

…serving multiple industry 
segments… 

Four activities that are 
complementary… 

…with a good geographic coverage 
with Canada being its largest base 

2.2 OUR BUSINESS STRATEGY 

SNC-Lavalin’s business strategy is founded on a strategic vision: 

BE THE GLOBAL TOP-OF-MIND ENGINEERING AND CONSTRUCTION SOLUTION PROVIDER WITH DEEP LOCAL IMPACT. 

A world undergoing constant changes makes it imperative for a business to adapt itself to seize opportunities. At SNC-Lavalin, strategic 

planning is a dynamic and ongoing process developed to make sure that the Company is quick to respond to market opportunities and 

the needs of its clients. The Company also believes that the success of any strategy lies in its execution. Thus, the strategic vision has 

been distilled into a set of strategic priorities by management and the Board of Directors that are reflected in the priorities and targets 

of every employee. 
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The following seven strategic priorities will ensure that SNC-Lavalin continues to grow and be successful by serving the needs of its 

clients, employees, shareholders and the communities where it is active. 

STRATEGIC PRIORITIES 

Operational 
excellence › 

KEY IMPLICATIONS 

Successful project delivery is at the heart of achieving operational excellence which is required for 

SNC-Lavalin to retain the trust of its clients, existing and new. Successful project delivery includes exceeding 

targets for health and safety performance, budget, schedule and client satisfaction. 

Improve 
competitiveness › A focus on cost-efficiency, supported by strong capabilities and experience, will be key to ensuring that 

the Company is consistently selected by clients as their partner of choice on major projects. 

Stronger 
relationships with 
clients 

› Creating strong relationships with clients will ensure that SNC-Lavalin remains top-of-mind and becomes 

a true partner to its clients. 

Geographic 
diversifi cation and 
growth of markets › 
and offerings 

Expansion of geographic, product and sector coverage will be an important component to access growing 

markets where the Company can continue its successful growth trajectory. The ability to deliver local 

projects using local resources will be a key component in delivering the geographic growth strategy. 

Recruit, identify 
and develop the 
best talent in the › 
industry 

SNC-Lavalin will continue to attract the best talent and offer compelling career opportunities to retain 

that talent, supported by a strong talent management approach. The Company will use a global approach to 

finding talent which will enable it to have highly skilled resources across the globe. 

Financial strength › Maintaining a strong balance sheet and financial performance is important not only for the Company’s 

shareholders and credit providers but also to provide its clients with the knowledge that it is able to maintain 

stability while delivering projects it undertakes on their behalf. 

Corporate social 
responsibility › The Company has deep respect for its social obligations and will act, and be known, as a socially responsible 

company. This includes engaging itself with the broader community wherever the work is performed. 

3 How We Analyze and Report Our Results 

3.1 RESULTS BY CATEGORY OF ACTIVITY 

The Company reports its results under four categories of activity, which are Services and Packages (together these regroup activities 

from engineering and construction), O&M, and ICI. The Company regularly analyzes the results of these categories independently as 

they generate different gross margin yields and have different risk profi les. 

3.1.1 SERVICES ACTIVITIES 
Services revenues are derived primarily from cost-plus reimbursable contracts and include contracts wherein SNC-Lavalin provides 

engineering services, feasibility studies, planning, detailed design, contractor evaluation and selection, project and construction 

management, and commissioning. Services revenues from individual contracts are typically lower than those of Packages activities, 

which are discussed below, as they only reflect the professional services rendered and not the cost of the materials, equipment and/or 

construction. Services activities have historically generated a gross margin yield between 25% and 29%. Services contracts that provide 

for engineering, procurement and construction management are referred to as “EPCM” contracts. 
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3.1.2 PACKAGES ACTIVITIES 
Packages activities are different from Services activities in that the Company is responsible not only for providing one or more Services 

activities, but also undertakes the responsibility for providing materials and equipment, and/or construction activities. In particular, 

Packages contracts that include engineering services, providing materials and equipment, and construction activities are referred to as 

“EPC” contracts. Packages revenues are derived primarily from fixed-price contracts. As such, Packages revenues include the cost of 

materials, equipment and/or construction. The Company’s Packages activities have historically generated a gross margin yield between 

7% and 10%. 

Below are detailed examples that illustrate the difference between an EPCM contract and an EPC contract. 

UNDERSTANDING THE DIFFERENCE BETWEEN AN EPCM CONTRACT (SERVICES) AND AN EPC CONTRACT (PACKAGES) 

Example 1 assumes that the client has awarded a $10 million EPCM contract to SNC-Lavalin for a project with an estimated 
capital cost of $100 million, and that the project generates a gross margin-to-revenue ratio of 27%, in line with the Company’s 
historical average for Services activities. The nominal gross margin generated on this project would be $2.7 million on revenues 
of $10 million. In this example, revenues generated from the EPCM contract, which would be included under the Services 
revenues category over the period the services are rendered, are assumed to be 10% of the capital cost of the project. The latter 
percentage could vary from one project to another. 

EXAMPLE 1 — EPCM SERVICES CONTRACT 

(IN MILLIONS OF CANADIAN DOLLARS) 

Services: 
Total revenues  $ 10.0 
Total gross margin  $ 2.7 
Gross margin-to-revenue ratio 27% 

Example 2 assumes that the client has awarded SNC-Lavalin a $100 million fixed-price EPC contract (i.e., corresponding to the 
project’s capital cost). The Company will recognize the following results over the life of the project based on the percentage 
of completion method, assuming that the project generates a gross margin-to-revenue ratio of 9%, in line with the Company’s 
historical average for Packages activities. 

EXAMPLE 2 — EPC PACKAGES CONTRACT 

(IN MILLIONS OF CANADIAN DOLLARS) 

Packages: 
Total revenues
Total gross margin
Gross margin-to-revenue ratio 

$ 
$ 

100.0 
9.0 
9% 
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The higher nominal gross margin generated under Example 2 (i.e., $9.0 million) compared to Example 1 (i.e., $2.7 million) refl ects 
the additional risks assumed by the Company related to fixed-price Packages contracts, which are exposed to cost-overruns and 
other financial performance responsibilities. This example also illustrates that a variance of 1% in the gross margin-to-revenue 
ratio would result in a variance in nominal gross margin of $0.1 million in example 1, compared to a variance of $1.0 million 
in example 2 because the revenue-base of a Packages project is much larger than an equivalent project awarded as Services. 

3.1.3 O&M ACTIVITIES 
O&M revenues are derived primarily from cost-reimbursable with fixed-fee contracts, and from fixed-price contracts. O&M activities usually 

involve a high volume of transactions, which are mainly cost-reimbursable by the client, and thereby result in a lower gross margin-to-

revenue ratio than Services and Packages activities. O&M activities have historically generated a gross margin yield between 3% and 5%. 
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3.1.4 ICI ACTIVITIES 
The Company’s ICI are typically infrastructures including airports, bridges, cultural and public service buildings, power, mass transit 
systems, roads and water. These types of infrastructure are usually provided by government-owned entities, however, many countries are 

now turning to the private sector to take ownership, to finance, operate and maintain the assets, usually for a defined period of time. This 

allows for the transfer to the private sector of some of the risks associated with designing, building, operating, maintaining and fi nancing 

such assets. In return, the government will either: i) commit to making regular payments, usually in the form of availability payments, 

upon the start of operations of the infrastructure for a defi ned period of time (typically 20 to 40 years); ii) authorize the infrastructure 

concession entity to charge users of the infrastructure for a defined period of time; or iii) a combination of both. 

For SNC-Lavalin, a typical structure when investing in an infrastructure concession is illustrated below: 

SNC-Lavalin Partners 
(IF SNC-LAVALIN IS NOT 100% EQUITY OWNER) 

EQUITY 
INVESTMENT 

Project Investment LONG-TERM ARRANGEMENT Government-
Lenders LONG-TERM DEBT Concession entities AVAILABILITY PAYMENT OR owned entity 

(NON-RECOURSE TO AUTHORITY TO CHARGE USERS 
EQUITY INVESTORS) RESPONSIBLE FOR DESIGNING AND A FEE FOR SERVICE, OR A 

BUILDING OF NEW INFRASTRUCTURES, COMBINATION OF BOTH 
O&M, AND FINANCING 

Typically, SNC-Lavalin will be interested in investing in an ICI when: 

> The investment is expected to provide an internal rate of return reflective of the responsibilities being assumed under a long-term 

arrangement with the government-owned entity; 

> The investment gives SNC-Lavalin the opportunity to provide complementary engineering and construction, and/or O&M activities; 

> SNC-Lavalin has an established technical base in the country; 

> SNC-Lavalin has an understanding of any applicable regulatory framework; and 

> Financing is available through long-term non-recourse debt secured by the ICI’s specifi c assets. 

ICI revenues are generated mainly from dividends or distributions received by SNC-Lavalin from the investment concession entities, or 

from all or a portion of an investment concession entity’s net results or revenues, depending on the accounting method required by GAAP. 

3.1.4.1 ADDITIONAL FINANCIAL INFORMATION ON ICI TO BETTER UNDERSTAND OUR FINANCIAL STATEMENTS 

For the purposes of the Company’s audited annual consolidated financial statements, SNC-Lavalin’s ICI are accounted for by one of the 

following methods, depending on the type of influence that it exercises: 

TYPE OF INFLUENCE ACCOUNTING METHOD 

Insignifi cant infl uence Cost method 

Signifi cant infl uence Equity method 

Joint control Proportionate consolidation method 

Control Full consolidation method 

As a result, the Company’s consolidated balance sheet includes the line by line impact of the ICI that are fully consolidated and 

proportionately consolidated. 

Unlike Services, Packages, and O&M activities, ICI are often capital intensive due to the ownership of infrastructure assets that are 

financed mainly with project-specific debt, which is non-recourse to the general credit of the Company. 
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In order to provide the reader with a better understanding of the financial position and results of operations of its ICI, the Company 

provides additional information in its 2010 audited annual consolidated financial statements on its ICI that are controlled or jointly 

controlled, as follows: 

Balance sheet > Property and equipment from ICI; and 
> Non-recourse long-term debt from ICI 

Statement of cash fl ows > Depreciation and amortization from ICI, and acquisition of property and equipment 
from ICI; and 

> Repayment and increase of non-recourse long-term debt from ICI 

Notes > Main balance sheet accounts impacted by ICI are shown on separate lines in Note 4; 
> The net income from ICI, comprised of its proportionate share of the net income 

of Highway 407 and the net income of other ICI, is presented in Note 3; and 
> Certain other notes will provide information regarding ICI separately from 

other activities 

In certain parts of this MD&A, activities from Services, Packages, and O&M are collectively referred to as “from other activities” or 

“excluding ICI” to distinguish them from ICI activities. 

3.2 RESULTS BY SEGMENT USED FOR ACCOUNTABILITY 

The Company’s results are analyzed by segment. The segments regroup related activities within SNC-Lavalin consistent with the manner 
management’s performance is evaluated. Accountability for the Company’s performance rests with members of senior management, 

wherein a portion of their remuneration is based on the profitability of their respective business segments, as well as their individual 

objectives and on the Company’s overall fi nancial performance. 

3.3 HOW WE BUDGET AND FORECAST OUR RESULTS AND BASIS FOR PROVIDING 
FORWARD-LOOKING FINANCIAL GUIDANCE 

The Company prepares a formal annual budget (“Annual Budget”) in the fourth quarter of each year, which is the basis of the Company’s 

fi nancial outlook. 

Project level › Divisional level › Consolidated level › Board of Directors 
› › › › 

The budget information 
is prepared for individual 
projects and/or prospects, 
which will form the 
primary basis for the 
Company’s consolidated 
Annual Budget. 

The project information 
is then compiled by each 
division and approved 
by the Company’s 
divisional management. 

The divisional budgets are 
subsequently reviewed 
by the Company’s 
senior executives. 

Final approval provided 
by the Board of Directors 
in the fourth quarter of 
the current year. 
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The Annual Budget is a key tool used by management to monitor the Company’s performance and progress against key fi nancial 

objectives. Furthermore, the figures set in the Annual Budget have an impact on management’s compensation, as these fi gures are 

used in determining part of their performance bonus. The Annual Budget is updated during the year to reflect current information as 

the Company prepares forecasts of its annual expected results in the first, second and third quarters (“Quarterly Forecasts”), which 

are presented to the Board of Directors. In addition, the performance of each individual project (i.e., its estimated revenues and costs to 

complete) is continuously reviewed by its respective project manager and, depending on the size and risk profi le of the project, by key 

management personnel, including the divisional manager, the business segment executive vice-president, the Chief Financial Offi cer 

(“CFO”) and the Chief Executive Offi cer (“CEO”). 
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2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

The key elements taken into account when estimating revenues and gross margin for budget and forecast purposes from Services, 

Packages, and O&M activities are the following: 

KEY ELEMENTS IMPACT ON THE ANNUAL BUDGET 

Backlog Firm contracts used to estimate a portion of future revenues taking into account the 
execution and expected performance of each individual project. 

Prospects list Unsigned contracts that the Company is currently bidding on, and/or future projects 
for which it intends to bid. For prospects, the Company utilizes what is referred to as 
a “Go-Get Percentage”, which is the product of the expectation that the client will go 
forward with the contract (i.e., “Go”), and the probability that it will be awarded to the 
Company (i.e., “Get”). This “Go-Get Percentage” is applied to the value of the contract 
before considering its execution and expected performance. 

Execution and 
expected performance 

Revenues and costs (or execution) of projects are determined on an individual project 
basis, and take into consideration assumptions on risks and uncertainties that can have 
an impact on the progress and/or profitability of that project, such as, but not limited to, 
performance of the Company’s employees and of subcontractors or equipment suppliers, 
as well as price and availability of labour, equipment and materials. 

Budgeted and forecasted selling, general and administrative expenses, interest and capital taxes expense, and income tax expense 
are derived from detailed analysis and are influenced by the level of anticipated activities and profi tability. 

In regards to its ICI budget and forecast, the Company uses expected results based on assumptions specific to each investment. 

A key management tool to monitor the Company’s performance is the monthly evaluation and analysis of actual results compared to 

the Annual Budget or the Quarterly Forecasts, for revenue, gross margin and profitability. This enables management to analyze its 

performance and, if necessary, take remedial actions. Variations from plan may arise mainly from the following: 

SOURCE OF VARIATION EXPLANATION 

Variation depends on the number of newly awarded, ongoing, completed or near-
completed projects, and on the progress made on each of these projects in the period. 
The revenue mix between the activities will also affect, among other elements, the gross 
margin of the Company. 

Variation of the estimated costs to complete projects for fixed-price contracts result in 
either a positive or negative impact to a project’s reforecast. Increases or decreases in 
profitability for any given fixed-price project are largely dependent on project execution. 

Variation in the financial results and the level of dividends and distributions of each ICI 
will impact the financial results of the Company. 

Level of activity for Services, 
Packages, and O&M 

Changes in the estimated revenues 
and/or costs to complete each 
individual project 

Changes in the results or dividends 
and distributions of its ICI 
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2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

3.4 HOW THE COMPANY IS GENERALLY VALUED 

The Company is generally valued based on the nature of its business, and, as such, most fi nancial analysts and investors who monitor 

the Company’s performance estimate its fair value as the sum of the following three components: 

Value of 
SNC-Lavalin 

Engineering & 
Construction, 
excluding 
ICI and 

› 
freehold cash 

ICI› 

Freehold cash› 

The value of this component is calculated based on a price/ 
earnings multiplier applied to consolidated net income 
excluding the Company’s net income from its ICI and its 
interest income, net of tax, from freehold cash. For this 
purpose, the Company discloses as supplementary information 
its net income excluding ICI, as well as the amount of freehold 
cash, on which the average yield earned was 0.58% and 0.55% 
before taxes, in 2010 and 2009, respectively. 

The fair value of each ICI is calculated using: i) a discounted 
expected future cash flow methodology; ii) the price of 
the latest transaction involving shares of an ICI not traded 
on an active market; or iii) the stock market bid price for 
shares of an ICI that is traded on an active market. All 
these approaches are more relevant than a price/earnings 
methodology. The Company estimates that the value of its ICI 
is considerably higher than its book value of $763.5 million 
at December 31, 2010, which is disclosed in Note 4 of 
its 2010 audited annual consolidated fi nancial statements. 

The amount of cash and cash equivalents not committed for 
the Company’s operations or investments in infrastructure 
concessions, which amounted to approximately $900 million 
as at December 31, 2010, compared to approximately 
$800 million as at December 31, 2009 (refer to section 10.2 
of this report). 
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It should be noted that, although this methodology is used by most of the financial analysts and investors who monitor the Company’s 

performance, it is not the only way to estimate the Company’s fair value. The description of this methodology is intended to provide the 

reader with a better understanding of how the market generally evaluates the fair value of the Company and to help the reader understand 

why management discloses certain financial information throughout this MD&A and its audited annual consolidated fi nancial statements. 

3.5 NON-GAAP FINANCIAL MEASURES 

Some of the indicators used by the Company to analyze and evaluate its results represent non-GAAP financial measures. Consequently, 

they do not have a standardized meaning as prescribed by GAAP, and are therefore unlikely to be comparable to similar measures 

presented by other issuers. Management believes that these indicators nevertheless provide useful information because they allow for 

the evaluation of the performance of the Company and its components based on various aspects, such as past, current and expected 

profitability and fi nancial position. 
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These non-GAAP financial measures include the following indicators: 

NON-GAAP FINANCIAL MEASURE 

Performance 
Gross margin by category of activity 

Revenue backlog 

Operating income by segment 

ROASE 

REFERENCE 

Section 6.2 

Section 7 

Section 9 

Section 10.9 

NON-GAAP FINANCIAL MEASURE REFERENCE 

Liquidity 
Net cash position Section 10.2 

Freehold cash Section 10.2 

Working capital Section 10.4 

Recourse debt-to-capital ratio Section 10.5.3 

Definitions of all non-GAAP financial measures are provided in the referenced sections above to give the reader a better understanding of 

the indicators used by management, and when applicable, the Company provides a clear quantitative reconciliation from the non-GAAP 

financial measures to the most directly comparable measure calculated in accordance with GAAP. 

4 Our Key Financial Performance Indicators 
To enable the Company to continuously strive to create value for its shareholders it regularly evaluates its overall performance using 

key fi nancial indicators, namely: 

> Net income, which is used by the Company to evaluate its profitability and communicate its growth objective, as the Company focuses 

on net income growth as opposed to revenue growth; 

> ROASE, which is used as a measure of return on equity; and 

> Net cash position is a key indicator of the Company’s fi nancial capability. 

The following table presents a summary of the Company’s key financial performance indicators and compares the results achieved as 

at or for the years ended December 31, 2010, 2009 and 2008, with the Company’s corresponding fi nancial objectives. 

KEY FINANCIAL INDICATORS 

FINANCIAL INDICATOR 

Growth in net income 

ROASE 

Net cash position (cash and 

cash equivalents less cash and 

cash equivalents from ICI 

and recourse debt) 

IN LINE OR ABOVE 
FINANCIAL OBJECTIVE 

FINANCIAL OBJECTIVE 

Annual growth between 7% and 12% 

At least equal to long-term Canada 

Bond Yield plus 600 basis points 

(totalling 9.8% for 2010, 9.9% for 2009 

and 10.1% for 2008) 

Maintain a strong balance sheet with 

a net cash position sufficient to meet 

expected operating, fi nancing and 

investing plans 

2010 

21.6% 

27.4% 

$870.1 M 

ACTUAL RESULTS 

2009 2008 

15.0% 106.4% 

27.3% 29.1% 

$722.9M $854.6M 

Net income in 2010 increased by 21.6% to $437.0 million ($2.87 per share on a diluted basis), compared to $359.4 million ($2.36 per 

share on a diluted basis) in 2009, surpassing the Company’s annual long-term net income growth objective of 7% to 12% for the third 

straight year. 

The 2010 ROASE of 27.4% exceeded the Company’s objective for the year of 9.8%, reflecting a solid performance. The Company was able to 

achieve such significant ROASE while having a strong cash position ($1.3 billion of cash and cash equivalents at December 31, 2010). In 2010, 

an average yield of 0.58% before taxes was obtained on its cash and cash equivalents, as interest rates remained at historically low levels. 

The Company’s net cash position of $870.1 million as at December 31, 2010 is representative of its strong balance sheet, which allows the 

Company to meet expected operating, investing and fi nancing plans. 
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5 Outlook for 2011 
5.1 ECONOMIC OUTLOOK 

Following one of the worst financial and economic crises in modern history, the global economy is currently transitioning from a rapid 

recovery phase, witnessed until the middle of 2010, to a lower but sustainably growing pace for 2011. In its recently issued economic 

outlook report, “Global Economic Prospects, Volume 2, January 2011” (the “World Bank Report”), the World Bank states that the world 

Gross Domestic Product (“GDP”) is expected to increase by approximately 3.3% in 2011, heading back toward its pre-crisis growth level. 

In Canada, the GDP is expected to increase by approximately 2.4% in 2011 according to the Bank of Canada (“Monetary Policy Report, 

January 2011”). 

While Canada represents more than 50% of the Company’s revenue base, the Company delivers projects to clients in multiple industries 

around the globe, and those industries may be impacted differently by various financial and economic factors, such as: 

> Infrastructure & Environment, as well as Power activities, are typically driven by industrial activity and local needs. Following the 

economic recovery in 2010, the world entered into a more stable rebound phase, as the global industrial production regained its pre-

crisis level of activity according to the World Bank Report; 

> Chemicals & Petroleum is influenced by the price of oil, among other things, which is expected to be higher in 2011 when compared 

to 2010, according to the World Bank Report; 

> Mining & Metallurgy is affected by market-driven commodity prices, with higher prices stimulating investments in mines and related 

processing facilities. Metal prices, which have increased significantly since the financial crisis, are expected to remain at the same level 

in 2011, while base metal prices are expected to increase by 15% in 2011, supported by continued strong demand from developing 

countries and supply constraints according to the World Bank Report; and 

> ICI opportunities are expected to increase in 2011 with more public-private partnership contracts tendered, especially in Canada where 

federal and provincial governments are refurbishing their aging infrastructure and developing new infrastructure. 

In 2010, the Company generated revenues of $418.2 million (6.6% of total revenues) in Libya. With recent events in this country, the 

Company expects to have lower activities in Libya in 2011, mainly in Packages. 

5.2 IFRS IMPACT ON THE COMPANY’S OUTLOOK 

The transition from GAAP to IFRS, under which SNC-Lavalin will report starting January 1st, 2011, will have an impact on the fi nancial 

statements of the Company. As such, the outlook for 2011 presented below, as well as the various specific expectations presented 

throughout this MD&A, are based on IFRS comparative fi gures for 2010. 

The impact of the transition is mainly on SNC-Lavalin’s ICI segment, while IFRS is not expected to significantly affect the accounting of 

its activities excluding ICI. 

Refer to section 13 for a detailed discussion of initial adoption of IFRS. 

5.3 COMPANY’S OUTLOOK 

To some extent, the Company’s outlook is influenced by the overall economic environment, which provides a positive backdrop for 2011 

for the industries in which the Company is active. But more importantly, SNC-Lavalin’s financial performance depends on its ability to 

secure revenue-generating projects and to generate profit from its activities. 

Based on the Company’s revenue backlog and prospects list, the Company expects its 2011 net income to be lower when compared to 

2010, however it is expected to remain in line when we exclude the gains from the disposals of certain assets and investments recognized 

in 2010. Net income from other activities for 2011 is expected to remain in line with 2010, when we exclude the gain from the disposal 

of certain technology solution assets. Net income from ICI for 2011 is expected to remain in line with 2010, when we exclude the net 

gain from the disposal of two ICI. 

The Company’s outlook for 2011 excludes any potential contribution from its projects in Libya, until the situation there is clarifi ed. 
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6 Breakdown of Income Statement 

$6,315 million 
REVENUES 

FINANCIAL RESULTS 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS, 
EXCEPT EARNINGS PER SHARE) 

Revenues by activity: 
Services 

Packages (1) 

O&M 

ICI (2) 

Gross margin by activity: 
Services 

Packages (1) 

O&M 

ICI (2) 

Selling, general and administrative expenses 
Interest (revenues) and capital taxes: 

From ICI 

From other activities 

Income before income taxes and 
non-controlling interests 

Income taxes 
Non-controlling interests 

Net income 

Earnings per share ($) 
Basic 

Diluted 

Supplementary information: 
SNC-Lavalin’s net income from ICI 

From Highway 407 

From other ICI 

Net income excluding ICI 

Net income 

$1,332 million 
GROSS MARGIN 

$437 million 
NET INCOME 

2010 2009 2008 

$ 

$ 

2,051.9
2,409.0 
1,330.5 

523.6 

6,315.0

 $ 

$ 

2,221.4

2,202.2 

1,297.9 

380.2 

6,101.7

 $ 

$ 

2,305.4 

3,229.5 

1,225.0 

347.0

7,106.9 

$ 

$ 

539.2 
448.2 

59.7 
284.6 

1,331.7 

585.6 

26.3%
18.6% 

4.5% 
54.4% 

21.1%

 $ 

$ 

562.7 

357.4 

50.1 

180.9 

1,151.1 

545.6 

25.3%

16.2% 

3.9% 

47.6% 

18.9%

 $ 

$ 

678.1 

130.0 

43.6 

161.2 

1,012.9 

515.2 

29.4% 

4.0% 

3.6% 

46.5%

14.3% 

151.8 
23.1 

174.9 

112.2 

16.0 

128.2 

108.2 

(13.7) 

94.5 

$ 

571.2 
123.4 

10.8 

437.0  $ 

477.3 

108.2 

9.7 

359.4  $ 

403.2 

85.1 

5.6 

312.5 

$ 

$ 

2.89

2.87

 $ 

$ 

2.38

2.36

 $ 

$ 

2.07 

2.05 

$ 

$ 

12.9
70.0 

354.1 

437.0

 $ 

$ 

9.8

27.1 

322.5 

359.4

 $ 

$ 

20.0 

17.2 

275.3 

312.5 

(1) Including the gain on disposal of certain technology solution assets of $22.8 million before taxes in 2010. 

(2) Including the net gain before taxes of $29.6 million from the disposals of Trencap and Valener in 2010. 
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6.1 NET INCOME ANALYSIS 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Net income excluding ICI 

Net income from ICI 

Net income 

2010

 $ 354.1 

82.9

 $ 437.0 

2009 2008 

$ 322.5  $ 275.3 

36.9 37.2 

$ 359.4  $ 312.5 

Net income increased in 2010 compared to 2009, due to the growth in net income in both ICI and excluding ICI. The increase in net 

income in 2009 compared to 2008 was mainly due to the growth in net income excluding ICI. 

Net income excluding ICI increased in 2010 compared to the previous year, mainly due to an increase in the gross margin-to-revenue 

ratio and volume of Packages activities, partially offset by a lower level of Services activity. The Company’s gross margin-to-revenue ratio 

for its Packages activities, which was expected to be toward the upper end of the Company’s historical range of 7% to 10%, was 18.6% 

for 2010, surpassing the historical range for the second consecutive year. This was mainly due to the favourable reforecasts on certain 

major projects, as well as to the gain of $22.8 million before taxes on disposal of certain technology solution assets. The increase in net 

income in 2009, compared to 2008, was mainly due to an overall increase in the Company’s gross margin-to-revenue ratio, primarily from 

the improved profitability of its Packages activities, mainly due to favourable reforecasts on certain major projects nearing completion, 

or completed in 2009, partially offset by a lower Services gross margin-to-revenue ratio, and the lower level of Packages activity. 

Net income from ICI increased in 2010 compared to 2009, reflecting the net gain after taxes of $26.1 million from the disposals of 

Trencap and Valener, as well as an increased contribution from Shariket Kahraba Hadjret En Nouss S.p.A. (“SKH”), reflecting its fi rst full 

year of operations in 2010 compared to 6 months in 2009. The net income from ICI in 2009 was in line with 2008, as a decrease in net 

income from Highway 407 was offset by an increase in net income from other ICI, primarily AltaLink. 

6.2 REVENUE AND GROSS MARGIN ANALYSIS 

As expected, revenues increased in 2010 compared to 2009, mainly reflecting an increase in Packages and ICI activities, partially offset 

by a lower level of Services activity. The decrease in 2009 compared to 2008 mainly reflected decreased activities in Packages. 

Gross margin increased in 2010 compared to the previous year, mainly reflecting an increase in the gross margin-to-revenue ratio for all 

categories of activity combined with a higher level of Packages activity, partially offset by a lower level of Services activity. The increase 

in gross margin in 2009, compared to 2008, mainly reflected an increase in the Packages gross margin-to-revenue ratio, partially offset 

by a lower Services gross margin-to-revenue ratio, and the decreased level of Packages activity. 

In 2011, the Company expects its revenues to increase, reflecting a higher level of activity, with most of the increase being in Packages. 

Gross margin is expected to remain in line in 2011 compared to 2010, mainly reflecting higher expected Services and O&M gross 

margins, offset by an expected lower Packages gross margin. 
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6.2.1 SERVICES REVENUES AND GROSS MARGIN 
Services revenues, which were expected to remain in line with the previous year, decreased in 2010 compared to 2009. This decrease 

was mainly due to decreased activities, primarily in Mining & Metallurgy. 

06 07 08 09 10 

SERVICES REVENUES 
AND GROSS MARGIN 2,305.4 2,221.4(in millions CA$) 2,051.9 

1,726.1 

1,180.2
 Services 
revenues 28.5% 29.4% 

27.7%GM-to-
revenue 26.3%ratio 

25.3% 

OVER THE PAST FIVE YEARS, SERVICES 
ACTIVITIES HAVE NEARLY DOUBLED WHILE 

SUSTAINING A GROSS MARGIN-TO-REVENUE 

RATIO BETWEEN 25% AND 29%. 

Services gross margin, which was expected to increase in 2010, decreased compared to 2009. This decrease was mainly due to a lower 

level of activity, partially offset by a higher gross margin-to-revenue ratio. 

The Company expects Services revenues to increase in 2011 compared to 2010, mainly from a higher level of activity. Gross margin 
from Services is also expected to increase in 2011, reflecting the anticipated higher level of activity. 

6.2.2 PACKAGES REVENUES AND GROSS MARGIN 
As expected, Packages revenues increased in 2010 compared to 2009, with increases primarily from Infrastructure & Environment, 

and Chemicals & Petroleum, partially offset by a lower level of Power activity, mainly due to certain major projects that were completed 

or nearing completion in 2010. 

06 07 08 09 10 

PACKAGES REVENUES 

2.5% 

4.0% 

AND GROSS MARGIN 18.6%3,635.7(in millions CA$) 16.2%3,229.5 
2,835.9 

2,409.0
2,202.2

 Packages 
revenues

 GM-to-
revenue (3.3%)
ratio 

PACKAGES ACTIVITIES INCREASED 

SIGNIFICANTLY FROM 2006 TO 2007, WHILE 

SOME MAJOR PROJECTS WERE COMPLETED 

OR NEARING COMPLETION IN 2008 AND 2009, 

FOLLOWED BY AN INCREASED LEVEL OF 

ACTIVITY IN 2010. 

The gross margin for Packages, which was expected to remain in line, increased in 2010 compared to 2009. The increase was mainly 

due to a higher gross margin-to-revenue ratio due to favourable reforecasts on certain major projects, and the $22.8 million gain before 

taxes on disposal of certain technology solution assets, as well as an increase in the level of activity. 

Packages gross margin-to-revenue ratio has historically been between 7% and 10%, however as illustrated in the table above this ratio 

has been lower than this range from 2006 to 2008, mainly due to a lower gross margin-to-revenue ratio in Power. In 2009 and 2010, 

the historical range was surpassed, mainly due to the favourable reforecasts on certain major projects. 

The Company expects Packages revenues for 2011 to increase compared to 2010, reflecting increased activities mainly in Power, and 

Infrastructure & Environment. Packages gross margin is expected to decrease in 2011 when compared to 2010, mainly refl ecting a 

lower gross margin-to-revenue ratio, expected to be within the Company’s historical range of 7% to 10%, partially offset by an increased 

level of activity. The Company’s outlook for 2011 excludes any potential contribution from its projects in Libya, until the situation there 

is clarifi ed. 

S
N

C
-L

A
V

A
L

IN
 

2
0

1
0

 F
IN

A
N

C
IA

L
 R

E
P

O
R

T
 

21 



 

 

 

 

2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

6.2.3 O&M REVENUES AND GROSS MARGIN 
As expected, O&M revenues remained in line in 2010 compared to 2009. 

06 07 09 10 

O&M REVENUES 
AND GROSS MARGIN 

3.9% 
4.6% 

3.6% 3.9% 

(in millions CA$) 1,330.51,297.9 

1,058.4 
920.9

 O&M 
revenues 4.5%

 GM-to-
revenue 
ratio 

08 

1,225.0 O&M ACTIVITIES HAVE INCREASED BY NEARLY 

50% OVER THE PAST FIVE YEARS, WITH A GROSS 

MARGIN-TO-REVENUE RATIO THAT HAS VARIED 

BETWEEN 3% AND 5%. 

As expected, O&M gross margin increased in 2010 compared to the previous year, mainly reflecting a higher gross margin-to-revenue 

ratio on certain ongoing contracts. 

The Company expects O&M revenues to increase in 2011 compared to 2010, due to an expected increase in activities from certain 

ongoing contracts. In 2011, the gross margin is expected to increase compared to 2010, due to the anticipated higher volume of activity 

combined with an expected higher gross margin-to-revenue ratio. 

6.2.4 ICI REVENUES AND GROSS MARGIN 
The relationship between revenues and gross margin for ICI activities is not meaningful, as a significant portion of the investments are 

accounted for under either the equity or cost methods, which do not reflect the line by line items of the individual ICI’s fi nancial results. 

As expected, ICI revenues increased in 2010 compared to 2009, mainly due to higher revenues of AltaLink. Gross margin increased 
in 2010 compared to 2009, mainly due to increased gross margins from AltaLink, Highway 407 and SKH, as well as the net gain before 

taxes of $29.6 million from the disposals of Trencap and Valener. 

As illustrated in the table below, the Company’s gross margin from ICI has nearly tripled over the past fi ve years, refl ecting mainly the 

growth from AltaLink and Highway 407 in the past years coupled with the commencement of operations of Okanagan Lake Concession 

in 2008 and SKH in 2009, as well as the net gain resulting from the disposals of Trencap and Valener in 2010. 

06 07 08 09 10 

ICI GROSS MARGIN 
(in millions CA$) 

284.6 

180.9 
161.2

145.4 

102.0 

THE COMPANY’S GROSS MARGIN FROM ICI HAS 

NEARLY TRIPLED OVER THE PAST FIVE YEARS. 

The transition to IFRS will have its most significant impact on ICI; therefore the following outlook for the 2011 contribution of this segment 

is based on an IFRS comparative basis for 2010. As such, ICI revenues are expected to remain in line in 2011. Gross margin from ICI 
in 2011 is expected to remain in line with 2010, as the expected increase mainly from AltaLink and Highway 407 will offset the non-

recurring net gain from the disposals of Trencap and Valener recognized in 2010. 
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6.3 SELLING, GENERAL AND ADMINISTRATIVE EXPENSES ANALYSIS 

(IN MILLIONS OF CANADIAN DOLLARS) 

Selling costs 

General and administrative expenses 

Selling, general and administrative expenses 

2010

 $ 171.5 
414.1

 $ 585.6 

2009 Change (%) 

$ 163.0 5.2% 

382.6 8.2% 

$ 545.6 7.3% 

Selling, general and administrative expenses, which were expected to remain in line with the previous year, increased in 2010 due 

to the increased level of activity. Selling costs relate mainly to costs for proposals and business development activities, while general 

and administrative expenses are comprised primarily of occupancy costs and support functions such as accounting, human resources and 

general management. 

The Company expects selling, general and administrative expenses to increase in 2011, mainly reflecting higher proposal costs. 

However, the Company continues to maintain an appropriate balance between gross margin and selling, general and administrative 

expenses, as cost management remains a strategic priority, while sustaining the necessary investment in selling activities in order to 

achieve its growth objective. 

2010 2009 2008 2007 2006 

Selling, general and administrative expenses as 

a percentage of total gross margin 44.0% 47.4% 50.9% 69.5% 53.1% 

In 2010, the selling, general and administrative expenses as a percentage of the gross margin was 44%, continuing its decrease over the 

past three years, mainly due to the higher gross margin. 

6.4 INTEREST AND CAPITAL TAXES ANALYSIS 

As expected, interest and capital taxes expenses increased in 2010 compared to 2009, mainly reflecting an increase in interest expense 

from ICI. 

Interest and capital taxes expenses from ICI increased in 2010 compared to 2009, mainly due to higher interest expense from MIHG 

and AltaLink. 

Interest and capital taxes expenses from other activities increased in 2010 compared to the previous year, mainly reflecting an increased 

interest expense primarily from the recourse 10-year unsecured debentures totalling $350 million, bearing interest at a rate of 6.19% per 

year, issued by the Company on July 3, 2009, which incurred interest expenses for the full year in 2010, compared to six months in 2009. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Interest revenues 

Interest on long-term debt: 

Recourse 

Non-recourse 

AltaLink 

Highway 407 

MIHG 

Others 

Capital taxes and other 

Interest and capital taxes 

$ 

FROM ICI 

(6.1)

 – 

$ 

68.0 
56.2 
14.6 
13.5 

5.6 

151.8

2010 

FROM OTHER 
ACTIVITIES

 $ (6.7) 

27.8 

– 
– 
– 
– 

2.0

 $ 23.1 

$ 

TOTAL 

(12.8)

27.8

 $ 

68.0 
56.2 
14.6 
13.5 

7.6 

174.9

 $ 

FROM ICI 

(11.6)

 – 

$ 

55.1 

62.7 

– 

9.5 

(3.5) 

112.2

2009 

FROM OTHER 
ACTIVITIES TOTAL

 $ (5.0)  $ (16.6) 

19.0 19.0 

– 55.1 

– 62.7 

– – 

– 9.5 

2.0 (1.5)

 $ 16.0  $ 128.2 
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The Company expects interest and capital taxes expenses to remain in line in 2011 when compared to 2010. 

Interest expense from ICI is expected to increase in 2011, when compared to 2010, mainly resulting from higher interest expense 

from AltaLink, mainly due to the additional debt anticipated to be issued to finance its expected capital expenditure program in 2011. 

Interest expense from other activities is expected to decrease in 2011, mainly reflecting a lower interest expense from the recourse 

long-term debt, as a result of the repayment of unsecured debentures totalling $105 million at maturity in September 2010. 
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6.5 INCOME TAXES ANALYSIS 

While the Company expected the effective income tax rate to remain in line in 2010 compared to 2009, it decreased. The decrease 

was mainly due to a lower Canadian statutory tax rate in 2010 compared to 2009, and the impact of the gains from the disposals of 

certain assets and investments in 2010, partly offset by SNC-Lavalin’s proportionate share of the recognition in 2009 of future income 

tax assets that were previously unrecognized by Highway 407. 

The following table shows a summary of the Company’s effective tax rate presented separately from ICI and from other activities. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Income before income taxes and 

non-controlling interests 

Income taxes 

Effective tax rate (%) 

FROM ICI 

$ 
$ 

107.3
15.1

14.1% 

2010 

FROM OTHER 
ACTIVITIES

 $ 463.9
 $ 108.3 

23.3% 

TOTAL 

$ 
$ 

571.2
123.4

21.6% 

FROM ICI 

$ 

$ 

54.0

8.4

15.5% 

2009 

FROM OTHER 
ACTIVITIES TOTAL 

$ 

$ 

423.3

99.8

23.6% 

$ 

$ 

477.3 

108.2 

22.7% 

As illustrated in the table below, the Company’s effective tax rate has been lower than the statutory Canadian tax rate since 2006, mainly 

resulting from the geographic mix of the Company’s activities and from SNC-Lavalin’s proportionate share of the recognition in 2008 

and 2009 of future income tax assets that were previously unrecognized by Highway 407. 

06 07 08 09 10 

INCOME 
TAX RATES 

 Staturory 
tax rate

 Effective 
tax rate 

27.7% 

23.5% 

21.1% 
22.7% 

21.6% 

32.5% 32.7% 
30.9% 30.6% 

29.4% 
THE COMPANY’S EFFECTIVE TAX RATE HAS 

BEEN LOWER THAN THE STATUTORY CANADIAN 

TAX RATE SINCE 2006. 

The Company expects the 2011 overall effective income tax rate to remain in line in 2011 when compared to 2010, mainly refl ecting 

the geographic mix of the Company’s activities, and the decrease in the Canadian statutory tax rate in 2011, offset by the lower tax rate 

applicable to the capital gains from the disposals of certain assets and investments in 2010. The transition to IFRS, as detailed in section 13, 

will also have an impact on the effective tax rate because Highway 407, a joint venture, will no longer be proportionately consolidated 

by the Company, but rather accounted for by the equity method, replacing the recognition of the Company’s share in Highway 407’s 

taxable income with non-taxable dividends. 

7 Revenue Backlog 
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$13,006 million 
TOTAL REVENUE BACKLOG 

$1,411 
million 

SERVICES 

$5,912 
million 

PACKAGES 

$2,733 
million 

O&M 

$2,950 
million 

ICI 

The Company reports revenue backlog, which is a non-GAAP financial measure, for its categories of activity: i) Services; ii) Packages; 

iii) O&M; and iv) ICI. Revenue backlog is a forward-looking indicator of anticipated revenues that will be recognized by the Company. 

It is determined based on contract awards that are considered fi rm, as well as on a five-year rolling basis for recurring revenues from 

ICI activities accounted for under the full consolidation or proportionate consolidation methods where the Company exercises control or 

joint control, respectively. In the case of O&M activities, the Company limits the revenue backlog to the earlier of: i) the contract term 
awarded; and ii) the next fi ve years. 
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The Company reports ICI revenue backlog from fully and proportionately consolidated investments. Revenues backlog from ICI accounted 

for under the equity or cost methods are not reported in backlog, as they represent the Company’s expected share of net results or 

dividends and distributions, which although important to the Company’s net income, are less significant as a percentage of the Company’s 

overall revenues. 

The Company aims to provide a revenue backlog that is both meaningful and current. As such, the Company regularly reviews its backlog 

to ensure that it reflects any modifications, which include awards of new projects, changes of scope on current projects, and project 

cancellations, if any. 

Furthermore, due to the adoption of IFRS that will be in effect in 2011, and notably with the impact on ICI, the Company will no longer 
disclose its ICI revenue backlog starting January 1st, 2011. Refer to section 13 for details. 

REVENUE BACKLOG BY SEGMENT, GEOGRAPHY AND CATEGORY OF ACTIVITY 
The following table provides a breakdown of revenue backlog by segment, geographic areas and category of activity. 

AT DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

BY SEGMENT 

Services and Packages 
Infrastructure & Environment 

Chemicals & Petroleum 

Power 

Mining & Metallurgy 

Other Industries 

O&M 
ICI 

Total 

BY CANADA AND OUTSIDE CANADA 

Canada 

Outside Canada 

Total 

AT DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

BY SEGMENT 

Services and Packages 
Infrastructure & Environment 

Chemicals & Petroleum 

Power 

Mining & Metallurgy 

Other Industries 

O&M 
ICI 

Total 

BY CANADA AND OUTSIDE CANADA 

Canada 

Outside Canada 

Total 

SERVICES PACKAGES 

2010 

O&M ICI 

$ 

$ 

665.1
165.8 
219.6 
273.6 

86.6 
– 
– 

1,410.7

 $ 

$ 

2,820.6
907.4 

1,696.5 
167.1 
320.5 

– 
– 

5,912.1

 $ 

$ 

–
– 
– 
– 
– 

2,732.8 
– 

2,732.8

 $ 

$ 

–
– 
– 
– 
– 
– 

2,949.9 

2,949.9

 $ 

$ 

467.3
943.4 

1,410.7

 $ 

$ 

4,001.1
1,911.0 

5,912.1

 $ 

$ 

2,213.7
519.1 

2,732.8

 $ 

$ 

2,949.9
– 

2,949.9

SERVICES PACKAGES 

2009 

O&M ICI 

$ 

$ 

677.9

170.5 

253.5 

297.9 

65.1 

– 

– 

1,464.9

 $ 

$ 

2,034.6

1,553.5 

436.1 

– 

173.3 

– 

– 

4,197.5

 $ 

$ 

–

– 

– 

– 

– 

2,596.1 

– 

2,596.1

 $ 

$ 

–

– 

– 

– 

– 

– 

2,578.7 

2,578.7

 $ 

$ 

364.7

1,100.2 

1,464.9

 $ 

$ 

1,225.4

2,972.1 

4,197.5

 $ 

$ 

2,234.5

361.6 

2,596.1

 $ 

$ 

2,578.7

– 

2,578.7

TOTAL

 $ 3,485.7 
1,073.2 
1,916.1 

440.7 
407.1 

2,732.8 
2,949.9

 $ 13,005.5

 $ 9,632.0 
3,373.5

 $ 13,005.5 

TOTAL

 $ 2,712.5 

1,724.0 

689.6 

297.9 

238.4 

2,596.1 

2,578.7

 $ 10,837.2

 $ 6,403.3 

4,433.9

 $ 10,837.2 
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The Company’s revenue backlog at December 31, 2010 increased compared to the end of 2009, reflecting an increase in the Packages, 

ICI, and O&M categories, partly offset by a decrease in the Services category. 
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Backlog from Canada increased, primarily due to an increase in Packages, mainly from Infrastructure & Environment, and Power, as 

well as an increase in ICI. 

Backlog from Outside Canada decreased, mainly due to a decrease in Packages, primarily in Chemicals & Petroleum, and Infrastructure 

& Environment, partially offset by an increase in Power. 

7.1 SERVICES BACKLOG 

Services backlog decreased at the end of 2010 compared to the end of the previous year, mainly outside Canada. 

RECONCILIATION OF SERVICES BACKLOG 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Opening backlog 

Add: Contract bookings during the year 

Backlog from engineering business acquisitions 

Less: Revenues recognized during the year 

Ending backlog 

Services bookings included notable additions in 2010 such as: 

2010 2009 

$ 1,464.9  $ 1,545.3 

1,882.4 2,060.6 

115.3 80.4 

2,051.9 2,221.4 

$ 1,410.7  $ 1,464.9 

> Eiffel Mixed Development Zone (Infrastructure & Environment/Europe): Mandate to provide detailed design and project management 

services for the redevelopment of the Eiffel district in Levallois, Ile-de-France. The contract covers work on the district’s underground 

network, design and project management for a shopping mall concourse, office building and 3,000-space underground car park, the 

latter involving the partial underpinning of existing structures; 

> El Galeno Project (Mining & Metallurgy/Latin America): Contract awarded by Lumina Copper SAC to carry out a bankable feasibility 

study for the El Galeno Project, in Peru. The study targets the potential development and construction of a copper-molybdenum 

deposit, and is expected to be completed toward the end of 2011; 

> Hulu Terengganu Hydroelectric Project (Power/Asia): Contract awarded for tender review, detailed design and construction supervision 

for Tenaga Nasional Berhad’s 250-megawatt (“MW”) Hulu Terengganu Hydroelectric Project, located in the state of Terengganu, 

Malaysia. Detailed design was in progress in 2010, and construction of the main civil works will commence in 2011 and should be 

completed in 2015; 

> Mina de Cobre Panama Project (Mining & Metallurgy/Central America): Contract awarded to provide basic engineering, and then 

EPCM services, for the development of the Cobre Panama copper mine project in Panama. Basic engineering began in 2010, with 

construction scheduled to commence late in 2011 or early in 2012. The mine is scheduled to be operational in 2016; 

> Potassio Rio Colorado Project (Mining & Metallurgy/Latin America): Mandate to provide the detailed design for a potash plant located 

in Argentina, for interconnections with the mine and for the airstrip. The starting production capacity of the plant is 2.9 million tonnes 

per year and a future planned expansion will increase it to 4.3 million tonnes per year; 

> Sasol Nitro (Mining & Metallurgy/Africa): Contract to provide EPCM services for a new 400,000 million tonnes per year calcium 

ammonium nitrate production plant in an existing chemical complex in Secunda, South Africa; 

> Smoky Falls Hydroelectric Generating Station (Power/Canada): Contract awarded by the Kiewit-Alary joint venture for the design, 

engineering and technical support during the construction of a 270 MW hydroelectric power station for Ontario Power Generation. 

The new station will be located on the same site as the existing Smoky Falls generating station, in Northern Ontario. The existing 

generating station was built in 1931 and currently generates 50 MW; 

> Vargem Grande Project (Mining & Metallurgy/Latin America): Detailed engineering design contract for a new 10 million tonnes per 

year iron ore processing facility; and 

> Western Range Iron Ore Project (Mining & Metallurgy/Africa): The EPCM contract for the iron ore Direct Ore Shipping (DSO) project 

in Liberia. DSO is high-grade ore that requires only crushing and screening to make it suitable for export. The mandate covers the fi rst 

phase of a 15 million tonnes per year iron ore production project.
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7.2 PACKAGES BACKLOG 

Packages backlog increased at the end of 2010 compared to 2009, resulting primarily from new awards in Power, and Infrastructure 

& Environment, partially offset by progress on projects in Chemicals & Petroleum. The backlog at the end of December 2010 does not 

include any fourth quarter 2010 bookings of Libyan projects, such as the $450 million Al Kufra Wellfield contract, or the Company’s 

backlog of previously booked Libyan projects which amounted to $484.0 million at year-end. The Company decided to remove these 

projects as a precautionary measure that will remain in place until the situation is further clarifi ed. 

RECONCILIATION OF PACKAGES BACKLOG 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Opening backlog 

Add: Contract bookings during the year 

Less: Revenues recognized during the year 

Backlog from projects in Libya 

Ending backlog 

Packages bookings included notable additions in 2010 such as: 

2010 2009 

$ 4,197.5  $ 3,508.0 

4,607.6 2,891.7 

2,409.0 2,202.2 

484.0 – 

$ 5,912.1  $ 4,197.5 

> 335 MW Waneta Expansion Project (Power/Canada): Contract to design and build a new powerhouse adjacent to the existing Waneta 

Dam, comprising a 335 MW hydroelectric power facility in British Columbia. Engineering and construction work is underway and the 

new facility is expected to go into commercial operation in spring 2015; 

> Calgary’s Southeast Stoney Trail Ring Road (Infrastructure & Environment/Canada): EPC-related work for the Southeast Stoney 

Trail Ring Road concession awarded by Alberta Transportation to Chinook Roads Partnership, which is 50% owned by the Company. 

This contract involves the design and construction of 25 kilometres of a six-lane divided road including nine interchanges, one road 

and two rail flyovers, and 27 bridge structures in the southeast section of Calgary; 

> McGill University Health Centre (“MUHC”) (Infrastructure & Environment/Canada): EPC-related work for the new Glen Campus 

awarded by MUHC to MIHG, in Montreal. The contract for approximately $1.6 billion involves the design and construction of the 

facilities, comprised mainly of two hospitals, a cancer centre and a research institute. Construction is underway and is expected to 

be completed in the autumn of 2014; 

> New District Cooling Plants in Riyadh (Infrastructure & Environment/Middle East): Contract to design and build two district cooling 

plants for Rayadah Investment Company which will serve the King Abdullah Financial District in Riyadh, Kingdom of Saudi Arabia; 

> New District Cooling Plants in Dharhan (Infrastructure & Environment/Middle East): Contract awarded by Saudi Tabreed for district 

cooling facilities in Dhahran, in the Kingdom of Saudi Arabia; 

> SaskPower’s Boundary Dam Integrated Carbon Capture and Sequestration (“CCS”) Plant (Power/Canada): Contract for the CCS 

Demonstration Project. The project involves transforming an aging unit at the coal-fired Boundary Dam Power Station in Saskatchewan 

into a source of clean electricity and a producer of CO₂ for enhanced oil recovery; 

> Southcentral Power Project (Power/United States): Contract awarded by Chugach Electric Association, Inc., Alaska’s largest electric 

utility. The mandate includes engineering, balance of plant procurement, construction and commissioning for a 200 MW natural gas-

fired combined cycle power plant in Anchorage, Alaska. Commercial operation of the thermal power plant is scheduled to begin in 

the fourth quarter of 2012; 

> Thermal Power Plant in Tunisia (Power/Africa): Contract awarded by the Société tunisienne de l’éléctricité et de gaz to design and 

construct a 420 MW gas-powered combined cycle thermal power plant at Sousse, Tunisia. SNC-Lavalin is responsible for the engineering 

and the balance of plant work, which includes construction of the power block, gas and water treatment facilities, compressed air 

works and installation of the power equipment; and 

> Winnipeg’s Centreport Canada Way (Infrastructure & Environment/Canada): Contract for the design and construction of a four-

lane, four-kilometre section of a divided expressway linking Winnipeg’s Centreport Canada, Manitoba’s 20,000-acre inland port to 

the James A. Richardson International Airport and the Perimeter Highway, awarded by Manitoba Infrastructure and Transportation. 
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7.3 O&M BACKLOG 

O&M backlog at the end of 2010 increased compared to 2009, reflecting the impact of contract bookings and the normal fl uctuations 

in the timing of the long-term contracts, primarily in Canada. 

RECONCILIATION OF O&M BACKLOG 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Opening backlog 

Add: Contract bookings during the year 

Less: Revenues recognized during the year 

Ending backlog 

Notable contract bookings in 2010 included additions such as: 

2010 2009 

$ 2,596.1  $ 2,196.2 

1,467.2 1,697.8 

1,330.5 1,297.9 

$ 2,732.8  $ 2,596.1 

> The agreement to operate and maintain, as well as design, build and install, a 2,600-person camp and facilities in Canada; and 

> Various service operating concession contracts for a network of eight airports in France that covers the following, but not exclusively: 

airport landing strip operations, infrastructure and site maintenance, as well as commercial development for the airports. 

A large number of the Company’s O&M contracts have been signed for a period that extends well beyond the five-year timeframe that 

is included in its backlog for this category of activity. The following table indicates the revenue backlog for the O&M category by year for 

the five years that have been included in backlog, per the Company’s booking policy, as well as the anticipated revenues to be derived 

thereafter, based on its firm contracts, which are not included in backlog. 

NOT INCLUDED 
INCLUDED IN BACKLOG IN BACKLOG 

(IN MILLIONS OF 
CANADIAN DOLLARS) 2011 2012 2013 2014 2015 TOTAL THEREAFTER 

O&M backlog  $ 931.4  $ 859.4  $ 482.6  $ 271.2  $ 188.2  $ 2,732.8  $ 1,999.4 

7.4 ICI BACKLOG 

The following table presents the details of the ICI revenue backlog as at December 31, 2010 and 2009: 

AT DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 2010 2009 

AltaLink  $ 2,202.4  $ 1,877.4 

Highway 407 645.0 600.7 

Other 102.5 100.6 

Total backlog  $ 2,949.9  $ 2,578.7 

The ICI revenue backlog increased mainly due to expected increased revenues from AltaLink. 

The revenue backlog presented for AltaLink as at December 31, 2010 and 2009 represents 100% of its estimated recurring revenues for 

the next five years, as the investment is fully consolidated, whereas for Highway 407, which is proportionately consolidated, represents 

SNC-Lavalin’s 16.77% proportionate share of the estimated recurring revenues for the next fi ve years. 

S
N

C
-L

A
V

A
L

IN
 

2
0

1
0

 F
IN

A
N

C
IA

L
 R

E
P

O
R

T
 

28 



2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

8 Geographic Breakdown of Revenues by Category of Activity 
YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Canada 

Outside Canada 
Africa 

Europe 

Middle East 

Latin America and Caribbean 

United States 

Asia 

Other Regions 

Total 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Canada 

Outside Canada 
Africa 

Europe 

Middle East 

Latin America and Caribbean 

United States 

Asia 

Other Regions 

Total 

2010 

SERVICES PACKAGES O&M ICI TOTAL 

$ 712.8  $ 993.5  $ 1,179.8  $ 497.2  $ 3,383.3 54% 

232.2 907.9 76.8 25.5 1,242.4 20% 
275.0 168.0 24.9 2.2 470.1 7% 
258.2 138.4 2.9 – 399.5 6% 
243.5 99.6 23.6 – 366.7 6% 
154.9 66.4 – (1.3) 220.0 3% 
149.6 9.7 22.5 – 181.8 3% 

25.7 25.5 – – 51.2 1% 

1,339.1 1,415.5 150.7 26.4 2,931.7 46% 

$ 2,051.9  $ 2,409.0  $ 1,330.5  $ 523.6  $ 6,315.0 100% 

2009 

SERVICES PACKAGES O&M ICI TOTAL 

$ 694.3  $ 948.1  $ 1,196.0  $ 380.3  $ 3,218.7 53% 

235.0 597.0 56.7 (1.2) 887.5 15% 

342.7 204.8 17.9 2.1 567.5 9% 

361.4 229.1 0.8 – 591.3 10% 

164.9 124.3 – – 289.2 5% 

217.0 56.0 – (1.0) 272.0 4% 

178.4 12.9 21.0 – 212.3 3% 

27.7 30.0 5.5 – 63.2 1% 

1,527.1 1,254.1 101.9 (0.1) 2,883.0 47% 

$ 2,221.4  $ 2,202.2  $ 1,297.9  $ 380.2  $ 6,101.7 100% 
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8.1 REVENUES IN CANADA 

As expected, revenues in Canada increased in 2010 compared to 2009, mainly due to a higher level of ICI and Packages activities. 

Services activities in Canada for 2010 remained in line with 2009, as the lower level of activity in Chemicals & Petroleum was offset 

by increased activities from Infrastructure & Environment, and Power. 

Packages activities in Canada increased in 2010 compared to the previous year, reflecting mainly a higher level of activity from 

Infrastructure & Environment, partially offset by a decreased level of activity from Chemicals & Petroleum, and Power. 

O&M activities in Canada in 2010 remained in line with 2009. 

The increase in ICI revenues in Canada for 2010 compared to 2009 was mainly from AltaLink. 

In 2011, revenues in Canada are expected to increase compared to 2010, mainly due to higher Packages activities, primarily attributable 

to Infrastructure & Environment, and Power. 

8.2 REVENUES FROM OUTSIDE CANADA 

While the Company expected its revenues from outside Canada to increase in 2010 compared to 2009, it remained in line and is 

analyzed as follows: 

> Revenues from Africa increased in 2010 compared to 2009, primarily due to increased Packages activities, mainly from Chemicals 

& Petroleum, and Infrastructure & Environment, partially offset by a decrease in Power. 

> Revenues from Europe decreased in 2010 compared to 2009, mainly due to decreased activities in Services, primarily in Other 

Industries, and a lower level of Packages activity, mainly in Chemicals & Petroleum. 

> Revenues from the Middle East decreased in 2010 compared to 2009, mainly reflecting a lower level of Services activity, mostly in 

Mining & Metallurgy, as well as decreased Packages activities, primarily in Chemicals & Petroleum. 

> Revenues in Latin America and Caribbean increased in 2010 compared to the previous year, mainly reflecting increased Services 

activities from Mining & Metallurgy, and Power, and a higher level of O&M activity, partially offset by decreased Packages activities, 

mainly in Infrastructure & Environment. 

> United States revenues decreased in 2010 compared to 2009, mainly due to a lower level of Services activity, primarily in 

Chemicals & Petroleum, partially offset by increased Packages activities, mainly in Power. 

> In Asia, revenues decreased in 2010 compared to the previous year, primarily reflecting decreased Services activity, mainly in 

Mining & Metallurgy. 

> Revenues from Other Regions remained in line in 2010 compared to 2009. 

In 2010, the Company generated revenues of $418.2 million (6.6% of total revenues) in Libya. With recent events in this country, the 

Company expects to have lower activities in Libya in 2011, mainly in Packages. 

The Company expects revenues from outside Canada to increase in 2011 compared to 2010, mainly due to a higher level of Packages 

activity, mainly in Power. 
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2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

9 Operating Results by Segment 

$591 million 
TOTAL OPERATING INCOME 

$469 million 
SERVICES AND PACKAGES 

$39 million 
O&M 

$83 million 
ICI 

As mentioned previously, the Company’s results are analyzed by segment. The segments regroup related activities within SNC-Lavalin 

consistent with the way management performance is evaluated. The Company presents the information in the way management 

performance is evaluated, and regroups its projects within the industries they are executed for. 

The following discussion reviews the Company’s revenues and operating income by segment. Refer to Note 3 to the 2010 audited annual 

consolidated financial statements to obtain information on the way the Company determines operating income. 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Services and Packages 
Infrastructure & Environment 

Chemicals & Petroleum 

Power 

Mining & Metallurgy 

Other Industries 

O&M 
ICI 

Total 

2010 2009 

OPERATING 
OPERATING INCOME OPERATING 

REVENUES INCOME OVER REVENUES REVENUES INCOME 

$ 1,796.7  $ 236.7 13.2%  $ 1,602.6  $ 212.9 

905.1 18.1 2.0% 829.4 21.0 

760.2 116.3 15.3% 921.9 88.0 

683.8 59.5 8.7% 764.7 72.2 

315.1 38.6 12.2% 305.0 40.6 

1,330.5 39.4 3.0% 1,297.9 32.5 

523.6 82.9 15.8% 380.2 36.9 

$ 6,315.0  $ 591.5 9.4%  $ 6,101.7  $ 504.1 

OPERATING 
INCOME 

OVER REVENUES 

13.3% 

2.5% 

9.5% 

9.4% 

13.3% 

2.5% 

9.7% 

8.3% 

The summary table below compares the actual contribution of each segment in 2010, in terms of operating income, to the initial 

expectations expressed in the 2009 annual MD&A, and presents the Company’s expectations for 2011. 

2010 

Services and Packages 
Infrastructure & Environment 

Chemicals & Petroleum 

Power 

Mining & Metallurgy 

Other Industries 

O&M 
ICI 

EXPECTATIONS ACTUAL 
ACTUAL VS. 

EXPECTATIONS 

Total operating income 

INCREASE COMPARED DECREASE COMPARED IN LINE WITH IN LINE OR ABOVE 

2011 

EXPECTATIONS (1) 

BELOW EXPECTATIONS 
TO PREVIOUS YEAR TO PREVIOUS YEAR PREVIOUS YEAR EXPECTATIONS 

(1) The expectations for 2011 provided above are based on IFRS comparative figures for 2010. 

In 2010, the Company’s operating income by segment was either in line with or above expectations, except for Chemicals & Petroleum, 

and Mining & Metallurgy. 

The Company’s outlook for 2011 excludes any potential contribution from its projects in Libya, until the situation there is clarifi ed. 
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2010 MANAGEMENT’S 
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9.1 SERVICES AND PACKAGES ACTIVITIES 

Engineering and construction expertise is provided by the Company’s employees to clients as either Services or Packages activities. The 

graphs below illustrate the distribution of revenues between Services and Packages (i.e., Services contracts which are typically cost-plus 

and Packages contracts which are typically fixed-price) as well as the operating income-to-revenue ratio. 

06 07 

OPERATING INCOME 

 

 

OVER REVENUES 
10.5% 

REVENUES BY CATEGORY 
OF ACTIVITY 
(in millions CA$) 1,726.1 

1,180.2 

 Services

 Packages 

2,835.9 

3,635.7 

08 

2,305.4 

3,229.5 

09 10 

2,221.4 2,051.9 

2,202.2 2,409.0 

06 07 08 09 10 

9.8% 

6.4% 

4.3% 

0.7% 

The variation in the operating income-to-revenue ratio is influenced mainly by: i) the revenue mix as Services and Packages activities 

generate different gross margin-to-revenue ratios (refer to section 3.1.2, “Understanding the difference between an EPCM contract and 

an EPC contract”); and ii) the gross margin-to-revenue ratio generated from Packages projects. 

The proportion of Services activities in the mix between Services and Packages has increased, from 29.4% in 2006 to 46.0% in 2010. 

This trend, combined with favourable reforecasts on certain major Packages projects, supports the increase in the operating income-

to-revenue ratio from 2008 to 2010 above the historical average. The lower operating income-to-revenue ratio in 2006 and 2007 was 

mainly due to losses in Power, in Packages activities. 
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2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

9.1.1 INFRASTRUCTURE & ENVIRONMENT 
Infrastructure & Environment includes a full range of infrastructure projects, including airports, bridges, buildings, seaports, marine and 

ferry terminals, flood control systems, healthcare facilities, mass transit systems, railways, roads, and water treatment and distribution 

infrastructure and facilities for the public and private sectors, as well as environmental projects, including impact assessments and 

studies, site assessment, remediation and reclamation, ecological and human health risk assessments, waste management, water and 

wastewater, marine and coastal management, air quality and acoustics, environmental management, climate change, institutional 

strengthening and rural development. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Revenues from Infrastructure & Environment 

Services 

Packages 

Total 

Operating income from Infrastructure & Environment 

Operating income over revenues from Infrastructure & Environment (%) 

Revenue backlog at year end 

2010

 $ 643.2 
1,153.5

 $ 1,796.7

 $ 236.7 

13.2%

 $ 3,485.7 

2009 CHANGE (%) 

$ 

$ 

634.3 

968.3 

1,602.6 

1.4% 

19.1% 

12.1% 

$ 212.9 11.2% 

13.3% N/A 

$ 2,712.5 28.5% 

A expected, revenues from Infrastructure & Environment increased in 2010 compared to 2009, mainly refl ecting a higher level of 

Packages activity. 

The major revenue contributors in 2010 were as follows: 

> Benina International Airport (Packages/Africa): EPC contract for the procurement and construction of a greenfield airport at Benghazi, 

Libya. The mandate included construction of a new international terminal, runway and apron; 

> Calgary’s Southeast Stoney Trail Ring Road (Packages/Canada): EPC-related work for the Southeast Stoney Trail Ring Road concession 

awarded in 2010 by Alberta Transportation to Chinook Roads Partnership; 

> Calgary West Light Rail Transit (“LRT”) (Packages/Canada): A contract awarded by the city of Calgary in 2009 to design, procure and 

build an eight-kilometre extension to the LRT system consisting primarily of six passenger stations, nine traction power substations, 

a major highway interchange, and two park-and-ride facilities in Calgary; 

> Koudiat Acerdoune (Packages/Africa): Construction work was nearly completed in 2010 for this EPC contract, which consists of a 

water treatment plant, reservoirs, pumping stations and a water conveyance system in Algeria; 

> McGill University Health Centre (“MUHC”) (Packages/Canada): EPC-related work for the new Glen Campus concession awarded 

in 2010 by MUHC to MIHG, in Montreal; 

> New Acoustic Concert Hall of Montreal (Packages/Canada): The EPC portion of an agreement with the Government of Quebec to 

design and build a new 2,100-seat concert hall located in downtown Montreal; 

> Sarir Phase II (Packages/Africa): The second phase of the EPC contract for the fabrication of 45,000 pre-stressed cylinder concrete 

pipes for the GMMRA in Libya began in 2008; and 

> Tiznados Phase II (Packages/Latin America and Caribbean): This EPC contract to design and build an integrated irrigation system in 

the State of Guarico, Venezuela, was awarded in 2008. 

While the Company expected its operating income from Infrastructure & Environment to decrease in 2010 compared to 2009, it increased. 

The increase mainly reflected a higher level of Packages activity and favourable reforecasts on certain major Packages projects. 

The Company expects the 2011 contribution from Infrastructure & Environment to decrease, mainly due to a lower gross margin-to-

revenue ratio, partially offset by an expected higher level of Packages activity. The Company’s outlook for 2011 excludes any potential 

contribution from its projects in Libya, until the situation there is clarifi ed. 
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2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

9.1.2 CHEMICALS & PETROLEUM 
Chemicals & Petroleum includes projects in gas processing, heavy and conventional oil production, onshore and offshore oil and gas, 

liquefied natural gas (“LNG”) re-gasification terminals, coal to liquid gas, carbon capture, transportation and sequestration, pipelines, 

terminals and pump stations, refining and upgrading, bitumen production, biofuels, petrochemicals and chemicals. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Revenues from Chemicals & Petroleum 

Services 

Packages 

Total 

Operating income from Chemicals & Petroleum 

Operating income over revenues from Chemicals & Petroleum (%) 

Revenue backlog at year end 

2010 2009 CHANGE (%) 

$ 

$ 

$ 

$ 

331.8
573.3 

905.1

18.1

2.0% 

1,073.2

 $ 

$ 

$ 

$ 

363.5 

465.9 

829.4 

21.0 

2.5% 

1,724.0 

(8.7%) 

23.1% 

9.1% 

(13.9%) 

N/A 

(37.8%) 

As expected, Chemicals & Petroleum revenues increased in 2010 compared to the previous year, mainly reflecting a higher level of 

Packages activity, partially offset by a decrease in Services activities. 

The major revenue contributors in 2010 were as follows: 

> Baytown Refining and Chemical Plant (Services/United States): Agreement to provide front-end engineering, project management, 

detailed engineering and procurement services for a refinery and chemical complex located in Baytown, Texas; 

> Fluxys, Loenhout (Packages/Europe): Agreement made on a consortium basis that includes the basic and detailed design, procurement, 

construction, commissioning and start-up of a project aiming to increase the capacity of a natural gas storage facility owned by Fluxys, 

in Loenhout, Belgium. The project is expected to be completed in 2011; 

> North Atlantic Refinery Debottleneck Project (Services/Canada): This Services project aims to optimize the current refi nery from 

112,900 barrels per day (“bpd”) to 120,000 bpd by optimizing 21 process units and clean product yield within existing major equipment 

constraints, reduce greenhouse gas emissions, and provide for steady crude feed blending and storage at the Come by Chance refi nery 

in Newfoundland and Labrador. Completion is expected in 2013; 

> Oscar II (Packages/Europe): The turnkey EPC and commissioning contract for GRTgaz, a subsidiary of GDF Suez, of two new natural 

gas compressor and interconnection stations near the towns of Fontenay-Mauvoisin and Saint-Avit, France; 

> Rhourde Nouss (Packages/Africa): The EPC contract to design and build a gas treatment complex and a natural gas process facility 

capable of producing and processing 3.5 billion m³ of natural gas per year in Algeria was awarded in 2009; and 

> Wasit Gas Development Program (Services/Middle East): The front-end engineering and project management services contract 

awarded in 2009 for the Wasit gas development program that will provide for the production and processing of up to 2.5 billion 

standard cubic feet of gas per day in Saudi Arabia. 

Operating income derived from Chemicals & Petroleum, which was expected to increase in 2010, decreased compared to 2009, as the 

higher level of activity was more than offset by a lower gross margin-to-revenue ratio. The operating income for both 2010 and 2009 

reflected unfavourable cost reforecasts on certain major Packages projects. 

The Company expects the 2011 contribution from Chemicals & Petroleum to increase compared to 2010, mainly reflecting a higher 

gross margin-to-revenue ratio, as such ratio reflected unfavourable costs reforecasts in 2010. 
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2010 MANAGEMENT’S 
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9.1.3 POWER 
Power includes projects in hydro, nuclear and thermal power generation, energy from waste, green energy solutions, and transmission 

and distribution. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Revenues from Power 

Services 

Packages 

Total 

Operating income from Power 

Operating income over revenues from Power (%) 

Revenue backlog at year end 

2010 

$ 309.3
450.9 

$ 760.2

 $ 116.3

15.3% 

$ 1,916.1

2009 CHANGE (%) 

$ 

$ 

291.9 

630.0 

921.9 

6.0% 

(28.4%) 

(17.5%) 

$ 88.0 32.2% 

9.5% N/A 

$ 689.6 177.9% 

As expected, Power revenues decreased in 2010 compared to 2009, mainly reflecting a decreased level of activity from certain major 

Packages projects that were completed or nearing completion. 

The major revenue contributors in 2010 were as follows: 

> 335 MW Waneta Expansion Project (Packages/Canada): Contract awarded in 2010 to design and build a new powerhouse adjacent 

to the existing Waneta Dam; 

> Astoria Project Partners II LLC (Services/United States): This EPCM contract for a 550 MW natural gas-fired combined cycle power 

plant in New York, awarded in 2009. Commercial operation is scheduled for the second quarter of 2011; 

> Emirates Aluminum Smelter Complex (Services/Middle East): The EPCM services contract was awarded in 2007 to design and 

build a new aluminum smelter in Abu Dhabi with a total capacity of 0.7 million tonnes per year, and includes a 2,000 MW combined 

cycle thermal power plant. Services activities relating to the construction of the thermal power plant were nearly completed in 2010. 

Activities relating to the aluminum smelter are presented in Mining & Metallurgy; 

> Keephills 3 System (Packages/Canada): EPC project in transmission and distribution relating to new facilities and modifi cation of 

existing facilities which purpose are to interconnect the Keephills 3 generating unit with the Alberta Transmission System. The work 

started in 2008; 

> SaskPower’s Boundary Dam Integrated Carbon Capture and Sequestration (“CCS”) (Packages/Canada): Contract awarded in 2010 

for the CCS Demonstration Project; 

> SaskPower Yellowhead (Packages/Canada): EPCM contract for the installation of three General Electric, natural gas-fired 

LM6000 Aeroderivative gas turbine generator sets and the completion of a 140MW natural gas-fired thermal power plant in 

Saskatchewan, which was awarded in December 2008 and reached commercial operation, within schedule, in the fourth quarter 

of 2010; and 

> South West Development (Packages/Canada): The EPC contract to reinforce the transmission system in southwestern Alberta to 

accommodate current and future wind generation projects and consisting of new, upgraded and expanded substations, 90 kilometres 

of double circuit 240 kV transmission line and 25 kilometres of additional 138 kV transmission line, is expected to be completed in 2011. 

While the Company expected the contribution from Power to decrease in 2010, it increased compared to the previous year. This is 

mainly due to the $22.8 million gain before taxes recognized in 2010 from the disposal of certain technology solution assets, as well as 

higher gross margin-to-revenue ratio in Services and Packages. 

In 2011, the Company expects the contribution from Power to increase, primarily due to a higher level of activity from Packages projects 

as the revenue backlog increased in 2010 compared to 2009, as well as activities expected from Packages prospects. This increase will 

be partially offset by the non-recurrence of the $22.8 million gain before taxes recognized in 2010 mentioned above. 

S
N

C
-L

A
V

A
L

IN
 

2
0

1
0

 F
IN

A
N

C
IA

L
 R

E
P

O
R

T
 

35 



 

 

 

 

2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

9.1.4 MINING & METALLURGY 
Mining & Metallurgy includes a full range of services for all mineral and metal recovery processes, including mine development, mineral 

processing, smelting, refining, mine closure and reclamation, and fertilizer plants. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Revenues from Mining & Metallurgy 

Services 

Packages 

Total 

Operating income from Mining & Metallurgy 

Operating income over revenues from Mining & Metallurgy (%) 

Revenue backlog at year end 

2010 

$ 

$ 

$ 

$ 

643.4
40.4 

683.8

59.5

8.7% 

440.7

2009 CHANGE (%) 

$ 

$ 

762.8 

1.9 

764.7 

(15.7%) 

2,078.4% 

(10.6%) 

$ 72.2 (17.6%) 

9.4% N/A 

$ 297.9 47.9% 

Mining & Metallurgy revenues decreased in 2010 compared to 2009, primarily due to a lower level of Services activity, mainly 

outside Canada. 

The major revenue contributors in 2010 were as follows: 

> Agrium (Packages/Canada): EPC cost-plus reimbursable contract awarded in 2009 by Agrium for the expansion of its existing Vanscoy 

underground potash mine, production hoist, concentrator and infrastructure to increase the production capacity to 2.8 million tonnes 

per year. The infrastructure includes 138 kV power supply systems, a tailings management area, and rail loadout facilities; 

> Ambatovy Nickel Project (Services/Africa): Construction continued on this EPCM contract, awarded in 2006, to construct an open-pit 

mine operation, and a hydrometallurgical processing plant expected to produce mainly nickel and cobalt in Madagascar. SNC-Lavalin 

has a 5% equity investment in this project accounted for by the cost method, as mentioned in section 9.3; 

> Barro Alto Ferro-Nickel Project (Services/Latin America): The ongoing EPCM contract was awarded in 2007 to provide project 

management and related technical services for expansion work on a greenfield ferro-nickel plant in Brazil; 

> CBF rebuild (Services/Australia): Contract to provide EPCM services for a major sustaining project for Rio Tinto Alcan’s 550,000 tonnes 

per year Boyne Smelter in Gladstone, Queensland. The scope includes the replacement of Carbon Baking Furnaces, as well as the 

replacement of cranes and associated runways on reduction lines. Work is expected to be complete in 2012; 

> Emirates Aluminium Smelter Complex (Services/Middle East): The EPCM contract was awarded in 2007 to design and build a new 

aluminum smelter in Abu Dhabi with a total capacity of 0.7 million tonnes per year was nearly completed in 2010; 

> Guelb II Enrichment Plant (Services/Africa): Cost-plus EPCM contract for the construction of an iron ore enrichment plant with a 

capacity of 4 million tonnes per year in Mauritania; and 

> Qatalum (Services/Middle East): Contract with Qatar Petroleum and Hydro Aluminium AS for the service areas and potroom building 

of a greenfield aluminum smelter (Qatalum) in Qatar. 

While the Company expected the contribution from Mining & Metallurgy to remain in line in 2010 when compared to 2009, it decreased, 

mainly due to a lower level of Services activity. 

The Company expects the 2011 contribution from Mining & Metallurgy to increase, mainly due to an increased level of activity. 
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9.1.5 OTHER INDUSTRIES 
Other Industries combines projects in several industry sectors, namely agrifood, pharmaceuticals and biotechnology, sulphuric acid as 

well as projects related to other industrial facilities not already identified as part of any other preceding segments. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Revenues from Other Industries 

Services 

Packages 

Total 

Operating income from Other Industries 

Operating income over revenues from Other Industries (%) 

Revenue backlog at year end 

2010 2009 CHANGE (%) 

$ 

$ 

124.2
190.9 

315.1

 $ 

$ 

168.9 

136.1 

305.0 

(26.5%) 

40.3% 

3.3% 

$ 38.6  $ 40.6 (5.1%) 

12.2% 13.3% N/A 

$ 407.1  $ 238.4 70.8% 

Other Industries revenues remained in line in 2010 compared to 2009. As expected, 2010 operating income remained in line with 

2009, as the level of activity was comparable in 2010 and 2009. 

The Company expects the 2011 contribution from Other Industries to remain in line with 2010. 

9.2 O&M 

O&M activities are provided by the Company’s employees to clients in the following lines of business: 

> Project, facility, & property management: includes all aspects of building operations and management, realty management, project 

delivery and commissioning, energy management and sustainability initiatives, and program management; 

> Industrial: includes specialized expertise to oversee the O&M of assets such as turbines, steam generators, boilers, water supply 

and treatment systems, electrical systems, mechanical systems and manufacturing installations, from start-up mobilization to 

steady-state operation; 

> Transportation: includes operations, maintenance and rehabilitation management for large infrastructure assets including public 

transit systems, highways, bridges and tunnels; and 

> Defence & remote camp logistics: includes support to Canada’s Navy, servicing many different types of vessels, from research and 

defence boats to tugs and many other classes of ships, and also includes support to Canada’s Armed Forces, as well as large mining, 

metallurgy, petrochemical, and oil and gas operations by building and maintaining temporary camps and living facilities around the world. 

The Company currently manages more than 8,000 facilities that include buildings, workforce lodges, Canada’s only air-rail link — the Canada 

Line, bridges, power plants, ships, highways and airports, spread across 9.5 million square metres of real estate and 250,000 infrastructure 

sites, making SNC-Lavalin one of the largest facility operations and management providers in Canada. 

SNC-Lavalin’s expertise in O&M activities, in addition to obtaining stand-alone O&M contracts, allows the Company to expand on its 

Services, Packages, and ICI activities by offering all-inclusive expertise that meets clients’ needs, and complements its ICI. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Revenues from O&M 

Project, facility and property management 

Industrial 

Transportation 

Defence and remote camp logistics 

Total 

Operating income from O&M 

Operating income over revenues from O&M (%) 

Revenue backlog at year end 

As expected, O&M revenues remained in line in 2010 compared to 2009. 

2010 2009 CHANGE (%) 

$ 

$ 

977.9
137.4 
104.2 
111.0 

1,330.5

 $ 

$ 

1,038.4 

108.0 

76.9 

74.6 

1,297.9 

(5.8%) 

27.2% 

35.6% 

48.9% 

2.5% 

$ 39.4  $ 32.5 21.5% 

3.0% 2.5% N/A 

$ 2,732.8  $ 2,596.1 5.3% 
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As expected, operating income increased in 2010 compared to 2009, mainly reflecting a higher gross margin-to-revenue ratio on certain 

ongoing contracts. 

The Company expects the 2011 contribution from the O&M segment to increase compared to 2010, mainly due to an anticipated 

higher volume of activity, combined with an increase in the gross margin-to-revenue ratio. 

9.3 INFRASTRUCTURE CONCESSION INVESTMENTS (“ICI”) 

As mentioned previously, SNC-Lavalin makes investments in infrastructure concessions in certain infrastructure for public services, such 

as airports, bridges, cultural and public service buildings, power, mass transit systems, roads and water. 

9.3.1 NET BOOK VALUE OF ICI 
Given the significant effect of ICI on the Company’s consolidated balance sheet, the Company provides additional information in Note 4 

of its 2010 audited annual consolidated financial statements regarding the net book value of its ICI in accordance with the method 

accounted for on SNC-Lavalin’s consolidated balance sheet. As at December 31, 2010, the Company estimates the fair value of its ICI to 

be significantly greater than their net book value in 2010 and 2009, with the Company’s investment in Highway 407 and AltaLink having 

the highest estimated fair values of its ICI portfolio, as reflected by the following events: 

> In the fourth quarter of 2010, Cintra Infraestructuras S.A. (Cintra), one of SNC-Lavalin’s co-shareholders in Highway 407, sold its 

ownership interest of 10% of the total issued and outstanding shares of Highway 407 to a subsidiary of Canada Pension Plan Investment 

Board (“CPPIB”) for $894.3 million. The value of the transaction between Cintra and CPPIB for Cintra’s shares in Highway 407, when 

applied to the 16.77% share owned by the Company, would represent approximately $1.5 billion, while the net book value of the 

Company’s investment resulted in a negative balance of $97.4 million as at December 31, 2010. 

> On February 10, 2011, SNC-Lavalin announced that it will acquire a 23.08% ownership interest in AltaLink from Macquarie Essential 

Assets Partnership (“MEAP”) for $213 million. The offer was presented in response to a binding offer received by MEAP from a 

third party pursuant to a right of first refusal held by SNC-Lavalin and would bring SNC-Lavalin’s ownership in AltaLink to 100%. 

The transaction is subject to customary closing conditions and regulatory approval, including approval from the Alberta Utilities 

Commission. The value of the offer for the 23.08% ownership interest in AltaLink, when applied to the 76.92% share owned as at 

December 31, 2010 by SNC-Lavalin, would represent approximately $710 million, while its net book value of the Company’s investment 

was $328.0 million as at December 31, 2010. 

The net book value of the ICI includes the investment in Highway 407, which is accounted for by the proportionate consolidation method. 

Under GAAP, the proportionate consolidation method requires the venturer to recognize its proportionate share of the joint venture’s 

cumulative losses irrespective of the carrying amount of its investment in such joint venture. Consistent with this requirement, the 

net book value of the Company’s investment in Highway 407 resulted in a negative balance of $97.4 million as at December 31, 2010, 

compared to a negative balance of $60.1 million as at December 31, 2009, which does not represent a liability or any future obligation 

that SNC-Lavalin has relative to Highway 407 or any other party. This negative balance is the result of accounting for SNC-Lavalin’s 

proportionate share of Highway 407’s accounting losses and income, and dividends received. Highway 407 has reported positive net 

income since 2006, whereas previously it had reported net accounting losses since its inception in 1999. The Company received dividends 

from Highway 407 totalling $50.3 million in 2010, compared to $31.9 million in 2009. 

NET BOOK VALUE OF ICI 

AT DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Investments accounted for by the full or proportionate consolidation methods 

Investments accounted for by the equity method 

Investments accounted for by the cost method 

Net book value of ICI 

2010 2009 

$ 376.8  $ 250.9 

207.5 194.6 

179.2 274.8 

$ 763.5  $ 720.3 
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The ICI segment includes SNC-Lavalin’s ownership interest in the following main investments as at December 31, 2010 (refer to 

Note 4C to the 2010 audited annual consolidated financial statements for additional disclosure on the impact of these investments on 

the balance sheet): 

NAME 

407 International Inc. 

(“Highway 407”) 

AltaLink L.P. 

(“AltaLink”) 

Ambatovy 

Nickel Project 

(“Ambatovy”) 

Astoria Project 

Partners II LLC 

(“Astoria II”) 

Astoria Project 

Partners LLC 

(“Astoria”) 

Chinook Roads 

Partnership 

(“Chinook”) 

Groupe immobilier 

santé McGill (“MIHG”) 

InTransit BC L.P. 

(“InTransit BC”) 

Malta International 

Airport p.l.c. 

Myah Tipaza S.p.A. 

(“Myah Tipaza”) 

OWNERSHIP 
INTEREST 

16.77% 

76.92% 

5% 

18.5% 

21.0% 

50% 

60% 

33.3% 

15.5% 

25.5% 

CONSO LIDATION 

PROPOR-

ACCOUNTING METHOD 

EQUITY COST 
HELD 

FULL TIONATE SINCE 

1999 

2002 

2007 

2008 

2004 

2010 

2010 

2005 

2002 

2008 

MATURITY OF 
CONCESSION 
AGREEMENT 

2098 

N/A 

N/A 

N/A 

N/A 

2043 

2044 

2040 

2067 

N/A 

DESCRIPTION OF ACTIVITIES 

Operates, maintains and manages 

highway 407, a 108 km all-electronic 

toll highway in the Greater Toronto Area, 

under a 99-year concession agreement. 

Owns and operates approximately 

11,800 km of transmission lines and 

over 270 substations in Alberta on a 

rate-regulated basis. 

An open-pit mine operation, and a 

hydrometallurgical processing plant in 

Madagascar that will produce mainly 

nickel and cobalt once construction 

is completed. 

Once construction is completed, expected 

in 2011, Astoria II will own and operate 

a 550 MW natural gas-fi red combined 

cycle power plant in Queens, New York. 

Astoria II signed a 20-year fi rm Power 

Purchase Agreement with the New York 

Power Authority (“NYPA”). 

Owns and operates a 500 MW natural 

gas-fired combined cycle power plant in 

Queens, New York. 

Upon completion of the construction, 

expected in 2013, it will operate and 

maintain the southeast Stoney Trail, being 

the southeast leg of the Ring Road for the 

City of Calgary. 

Once construction is completed, expected 

in 2014, it will operate and maintain the 

McGill University Health Centre’s new 

Glen Campus. 

InTransit BC operates and maintains the 

Canada Line, a 19-kilometre rapid transit 

line connecting the cities of Vancouver and 

Richmond with Vancouver International 

Airport in British Columbia under a 35-year 

concession agreement. 

Has the right to own and manage the 

Malta International Airport under a 65-year 

concession agreement. 

Once construction is completed, expected 

in 2011, Myah Tipaza will own, operate 

and maintain a 120,000 m³pd seawater 

desalination plant in Algeria and 

will sell the total capacity of treated 

water to Sonatrach and l’Algérienne 

des Eaux (“ADE”) under a 25-year 

take-or-pay agreement. 
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NAME 

Okanagan Lake 

Concession L.P. 

(“Okanagan Lake 

Concession”) 

Ovation Real Estate 

Group (“Ovation”) 

Rayalseema 

Expressway Private 

Limited (“REPL”) 

Shariket Kahraba 

Hadjret En Nouss S.p.A. 

(“SKH”) 

Société d’exploitation 

de Vatry-Europort 

(“SEVE”) 

TC Dôme S.A.S. 

(“TC Dôme”) 

N/A: not applicable 

CONSO LIDATION 

ACCOUNTING METHOD 

EQUITY COST 

MATURITY OF 
OWNERSHIP PROPOR- HELD CONCESSION 

INTEREST FULL TIONATE SINCE AGREEMENT 

100% 2005 2035 

100% 2009 2038 

36.9% 2010 2040 

26% 2006 N/A 

51.1% 1999 2020 

51% 2008 2043 

9.3.2 REVENUES AND OPERATING INCOME OF THE ICI SEGMENT 

(IN MILLIONS OF CANADIAN DOLLARS) 

Revenues from ICI  $ 

Operating income from ICI  $ 

DESCRIPTION OF ACTIVITIES 

Operates, maintains and manages the new 

five-lane, 1.1 km William R. Bennett Bridge 

in Kelowna, British Columbia, under a 

30-year concession agreement. 

Once construction is completed, 

expected in 2011, will operate and 

maintain a 2,100-seat concert hall in 

downtown Montreal, under a 29-year 

concession agreement. 

Build and will operate a 189-kilometre 

section of a toll highway in India, under a 

30-year concession agreement. 

Owns, operates and maintains a 1,227 MW 

gas-fired thermal power plant in Algeria 

and the total capacity of electricity is 

sold to Sonelgaz S.p.A. under a 20-year 

take-or-pay agreement. 

Manages and operates a cargo airport 

under a 20-year concession agreement 

expiring in 2020. In 2008, SNC-Lavalin 

increased its ownership percentage from 

33.4% to 51.1%. 

Will operate a 5.3 km electric cog railway 

in France once construction is completed, 

expected in 2012. In 2009, SNC-Lavalin 

decreased its ownership percentage from 

100% to 51%. 

2010 2009 CHANGE (%) 

523.6  $ 380.2 37.7% 

82.9  $ 36.9 124.7% 

The Company’s investments are accounted for by either the cost, equity, proportionate consolidation or full consolidation methods 

depending on whether SNC-Lavalin exercises, or not, signifi cant influence, joint control or control (refer to section 3.1.4 for details). In 

evaluating the performance of the segment, the relationship between revenues and operating income, which equals net income for ICI, 

is not meaningful, as a significant portion of the investments are accounted for by the cost and equity methods, which do not refl ect the 

line by line items of the individual ICI’s fi nancial results. 
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Revenues from ICI are presented based on the following accounting methods: 

ACCOUNTING METHOD FOR ICI REVENUES INCLUDED IN THE COMPANY’S CONSOLIDATED INCOME STATEMENT 

Full consolidation Revenues that are recognized and reported by the ICI 

Proportionate consolidation SNC-Lavalin’s proportionate share of revenues that are recognized and reported by the ICI 

Equity method SNC-Lavalin’s share of net results of the ICI 

Cost method Dividends and distributions from the ICI 

  

 

 

 

As expected, operating income for the ICI segment increased in 2010 compared to 2009, reflecting the net gain after taxes of $26.1 million 

from the disposals of Trencap and Valener, as well as an increased contribution from SKH, refl ecting its first full year of operations 

in 2010 compared to 6 months in 2009. 

The transition to IFRS will have its most significant impact on ICI, therefore the following outlook for the 2011 contribution of this segment 

is based on an IFRS comparative basis for 2010. Refer to section 13 for a detailed discussion on initial adoption of IFRS. 

While the gross margin from ICI is expected to remain in line in 2011, as mentioned in section 6.2.4, the operating income, which is net 

of interest, selling, general and administrative expense, and income tax, is expected to decrease in 2011 compared to 2010, however 

it is expected to remain in line when we exclude the net gain after taxes of $26.1 million from the disposals of Trencap and Valener. 

The Company also discloses in the table below as supplementary information its 16.77% proportionate share of Highway 407’s net 

income, its net income from other ICI, as well as other financial indicators related to the ICI, as this information is useful in assessing 

the value of the Company’s share price. 

(IN MILLIONS OF CANADIAN DOLLARS) 

Net income from ICI: 

From Highway 407 

From other ICI 

Total 

Dividends and distributions received by SNC-Lavalin: 

From Highway 407 

From other ICI (1) 

Total 

Net book value on SNC-Lavalin’s balance sheet 

at December 31: 

From Highway 407 

From other ICI 

Total 

2010 2009 2008 2007 2006 

$ 

$ 

12.9
70.0 

82.9

 $ 

$ 

9.8

27.1 

36.9

 $ 

$ 

20.0

17.2 

37.2

 $ 

$ 

10.1

13.2 

23.3

 $ 

$ 

8.1 

6.8 

14.9 

$ 

$ 

50.3
7.3 

57.6

 $ 

$ 

31.9

41.4 

73.3

 $ 

$ 

22.6

12.8 

35.4

 $ 

$ 

20.1

10.4 

30.5

 $ 

$ 

24.3 

12.4 

36.7 

$ 

$ 

(97.4)
860.9 

763.5

 $ 

$ 

(60.1)

780.4 

720.3

 $ 

$ 

(37.9)

585.5 

547.6

 $ 

$ 

(35.1)

561.1 

526.0

 $ 

$ 

(28.2) 

499.9 

471.7 

(1) In 2009, there was a $24.6 million special distribution from Astoria II. 

9.3.3 SERVICES, PACKAGES, AND O&M TRANSACTIONS WITH ICI 
With its expertise in designing, building, owning, operating and maintaining infrastructure facilities and systems, as well as its ability 

to structure capital transactions, the Company selectively makes equity investments in ICI. The underlying philosophy in making these 

investments is to invest, in general, in concessions that can offer potential complementary engineering and construction, and/or O&M 

contract opportunities, with an acceptable internal rate of return. Refer to Note 25 to the 2010 audited annual consolidated fi nancial 

statements for additional information on related party transactions. 
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10 Liquidity and Capital Resources 

16:8427% $870 million $900 million 
RECOURSE DEBT-TO-ROASE NET CASH POSITION FREEHOLD CASH CAPITAL RATIO 

As discussed in section 4 of the current MD&A, achieving a ROASE at least equal to the long-term Canada Bond Yield plus 600 basis 

points, and maintaining a strong balance sheet with a net cash position suffi cient to meet expected operating, investing and fi nancing 

plans, are two key financial objectives of the Company. 

This Liquidity and Capital Resources section has been prepared to provide the reader with a better understanding of the major components 

of these financial objectives and has been structured as follows: 

> A balance sheet analysis, which has been prepared with the objective of providing additional information on the major changes in the 

Company’s consolidated balance sheet in 2010 and 2009; 

> A review of the net cash position and freehold cash of the Company; 

> A cash fl ow analysis, providing details on how the Company generated and used cash and cash equivalents; 

> A discussion on the Company’s working capital, recourse revolving credit facilities, credit ratings, and recourse debt to capital, 
which all represent indicators of the Company’s fi nancial strength; 

> A review of the Company’s contractual obligations and derivative fi nancial instruments, which provides additional information for 

a better understanding of the Company’s financial situation; and fi nally 

> The presentation of the Company’s dividends declared and ROASE over the past five years, as well as market indices in which the 

Company’s stock is included. 

These elements, as discussed in their corresponding sections below, demonstrate that the Company has cash and cash equivalents, as 

well as access to sufficient sources of funds and credit facilities to meet its expected operating, investing and financing plans, including 

financing of business acquisitions and investments in infrastructure concessions, share repurchases, business growth, and satisfying its 

contractual obligations. 

In terms of the shareholders’ capital adequacy, the Company seeks to maintain an adequate balance between ensuring suffi cient capital 

for financing net asset positions, maintaining satisfactory bank lines of credit and capacity to absorb project net retained risks, while at 

the same time optimizing return on equity. 

10.1 BALANCE SHEET ANALYSIS 

AT DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Current assets 

Non-current assets 

Total assets 

Current liabilities 

Non-current liabilities 

Total liabilities 

Non-controlling interests 

Shareholders’ equity 

Total liabilities, non-controlling interests and shareholders’ equity 

2010

 $ 4,171.3 
4,431.9 

8,603.2 

2,924.9 
3,867.3 

6,792.2 

102.6 

1,708.4

 $ 8,603.2 

2009 2008 

$ 3,393.0  $ 3,552.4 

3,813.3 3,219.1 

7,206.3 6,771.5 

2,849.0 3,276.0 

2,842.6 2,338.6 

5,691.6 5,614.6 

80.0 67.7 

1,434.7 1,089.2 

$ 7,206.3  $ 6,771.5 
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10.1.1 TOTAL CURRENT ASSETS 
Current assets increased by $778.3 million between December 31, 2009 and December 31, 2010, refl ecting primarily: 

> An increase of $408.3 million in current assets from ICI, mainly refl ecting: 

• An increase of $261.3 million in restricted cash, primarily reflecting cash received from the lenders of the MIHG concession; and 

• An increase of $133.2 million in contracts in progress from concession arrangements. 

> An increase of $370.0 million in current assets from other activities, including mainly: 

• An increase of $193.4 million in trade and other receivables; and 

• An increase of $144.9 million in contracts in progress. 

Total current assets decreased by $159.4 million from December 31, 2008 to December 31, 2009, refl ecting primarily: 

> A decrease of $228.7 million in current assets from other activities, including mainly: 

• A decrease of $198.5 million in trade and other receivables; and 

• A decrease of $228.4 million in contracts in progress; partially offset by 

• An increase of $216.5 million in cash and cash equivalents, resulting primarily from cash generated from fi nancing activities, mainly 

the issuance of the debentures totalling $350 million in 2009, coupled with the generation of cash from operating activities, partially 

offset by cash used for investing activities. 

> An increase of $69.3 million in current assets from ICI. 

10.1.2 TOTAL NON-CURRENT ASSETS 
Total non-current assets increased by $618.6 million from December 31, 2009 to December 31, 2010, primarily from ICI, mainly due to: 

> An increase of $371.6 million in property and equipment, mainly from AltaLink; and 

> An increase of $305.7 million in restricted cash, primarily reflecting cash received from the lenders of the MIHG concession; partially 

offset by 

> A decrease of $82.7 million in investments accounted for by the equity or cost methods, mainly due to the disposals of investments 

in Valener and Trencap, partially offset by an increase related to Ambatovy and REPL. 

Total non-current assets increased by $594.2 million from December 31, 2008 to December 31, 2009, mainly refl ecting: 

> An increase of $466.4 million in property and equipment, mainly from AltaLink; 

> An increase of $126.0 million in investments accounted for by the equity or cost methods, due mainly to the Company’s commitment 

to invest in Astoria II, and the increased commitment to invest in Ambatovy. 

10.1.3 TOTAL CURRENT LIABILITIES 
Current liabilities increased by $75.9 million between December 31, 2009 and December 31, 2010, reflecting the following items: 

> An increase of $95.2 million in current liabilities from other activities, mainly refl ecting: 

• An increase of $194.7 million in deferred revenues; 

• An increase of $154.5 million in downpayments on contracts; partly offset by 

• A decrease in the current portion of recourse long-term debt following the repayment of unsecured debentures totalling $105 million 

at maturity in September 2010. 

> A decrease of $19.3 million in current liabilities from ICI, including mainly: 

• A decrease of $132.5 million in the current portion of non-recourse long-term debt; partly offset by 

• An increase of $113.3 million in trade and other payables. 

The decrease of $427.0 million from December 31, 2008 to December 31, 2009 was mainly due to the following: 

> A decrease of $649.3 million in trade and other payables from other activities; and 

> A decrease of $75.9 million in downpayments on contracts; partly offset by 

> An increase of $133.4 million in the current portion of non-recourse long-term debt from ICI; and 

> An increase of $104.9 million in the current portion of recourse long-term debt from other activities following the reclassifi cation to S
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10.1.4 TOTAL NON-CURRENT LIABILITIES 
Total non-current liabilities increased by $1,024.7 million from December 31, 2009 to December 31, 2010, mainly refl ecting: 

> An increase of $976.0 million in the non-recourse long-term debt from ICI, primarily relating to MIHG and AltaLink, as well as 

Highway 407 and Chinook. 

Total non-current liabilities increased by $504.0 million as at December 31, 2009 compared to December 31, 2008, mainly refl ecting: 

> The issuance of the debentures totalling $350 million in 2009; and 

> An increase of $245.5 million in other non-current liabilities from ICI, mainly due to AltaLink for an increase of $145.4 million on 

January 1, 2009 pursuant to a change in accounting standards for rate-regulated operations, and an increase of $114.4 million in 2009 

pursuant to changes in estimates related to asset retirement obligations; partly offset by 

> The reclassification to current liabilities of unsecured debentures totalling $105 million repaid at maturity in September 2010. 

10.1.5 TOTAL FINANCIAL LIABILITIES 
The Company’s total fi nancial liabilities, as presented in Note 20A to the 2010 audited annual consolidated fi nancial statements, were 
$5.5 billion as at December 31, 2010, compared to $4.6 billion and $4.7 billion as at December 31, 2009 and 2008, respectively. 

10.1.6 NON-CONTROLLING INTERESTS 
Non-controlling interests totalled $102.6 million as at December 31, 2010, compared to $80.0 million as at the end of the previous 

year, mainly due to AltaLink. 

10.1.7 SHAREHOLDERS’ EQUITY 
Shareholders’ equity increased by $273.7 million as at December 31, 2010, compared to December 31, 2009, mainly refl ecting the 

net income for 2010, partially offset by dividends paid to Company shareholders. 

The increase from December 31, 2008 to December 31, 2009 was mainly due to the higher net income for the year combined with the 

impact from other comprehensive income, mainly from cash flow hedges, partially offset by dividends paid to Company shareholders, 

as well as the repurchase of Company common shares under its normal course issuer bid program. 

10.2 NET CASH POSITION AND FREEHOLD CASH 

The Company’s net cash position, which is a non-GAAP financial measure, is arrived at by excluding from its cash and cash equivalents, 

cash and cash equivalents from ICI and its recourse debt, and was as follows: 

AT DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Cash and cash equivalents 

Less: 

Cash and cash equivalents of ICI accounted for by 

the full or proportionate consolidation methods 

Recourse debt 

Net cash position 

Freehold cash 

2010

 $ 1,288.2 

69.9 
348.2

 $ 870.1

 $ 900.0 

$ 

2009 

1,218.2

 $ 

$ 

42.4 

452.9 

722.9

800.0

 $ 

2008 

988.2

 $ 

$ 

28.9 

104.7 

854.6

600.0

 $ 

2007 

1,088.6  $ 

2006 

1,106.3 

$ 

$ 

20.1 

104.6 

963.9

600.0

 $ 

$ 

21.9 

104.5 

979.9 

500.0 

The net cash position as at December 31, 2010 was higher than as at December 31, 2009, mainly due to an increase in cash and cash 

equivalents. The impact of the repayment from the Company’s cash and cash equivalents, in September 2010, of unsecured debentures 

totalling $105 million included in recourse debt was neutral from a net cash position stand point. 

In addition to determining its net cash position, the Company estimates its freehold cash, a non-GAAP financial measure defi ned as 

the amount of cash and cash equivalents that is not committed for its operations, investments in ICI and balance of payment for past 

business acquisitions. As such, the freehold cash is derived from the cash and cash equivalents, excluding cash and cash equivalents from 

fully consolidated and proportionately consolidated ICI at the end of the period, adjusted for estimated cash requirements to complete 

existing projects and the estimated net cash inflows from major ongoing projects upon their completion, as well as deducting the 

remaining commitments to invest in ICI, and the balance of payment for past business acquisitions. The freehold cash was approximately 
$900 million as at December 31, 2010, compared to approximately $800 million as at December 31, 2009. 
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10.3 CASH FLOWS ANALYSIS 

SUMMARY OF CASH FLOWS 

YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS) 

Cash flows generated from (used for): 

Operating activities 

Investing activities 

Financing activities 

Decrease in exchange differences on translating cash and cash equivalents 

held in self-sustaining foreign operations 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

2010 2009 

$ 488.8
(1,025.8) 

619.4 

$ 398.5 

(512.5) 

356.2 

$ 

(12.4) 

70.0 

1,218.2 

1,288.2  $ 

(12.2) 

230.0 

988.2 

1,218.2 

The graph below displays the major cash flow items that impacted the movement of the Company’s cash and cash equivalents for the 

year ended December 31, 2010. These items are explained in additional details further below. 

2010 VARIATION OF CASH AND CASH EQUIVALENTS 

(in millions CA$) 
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1,218 

+437 

+196 

–146 

–419 

–341 
–105 

+1,188 

–103 

–577 

+177 

–108 

1,288 

10.3.1 CASH GENERATED FROM OPERATING ACTIVITIES 
Cash generated from operating activities increased by $90.3 million in 2010, compared to 2009, mainly refl ecting: 

> An increase of $77.6 million in net income; 

> A decrease in the level of items not involving a movement of cash, which totalled $196.1 million in 2010 compared to $261.8 million 

in 2009; and 

> A decrease in the cash used by the net change in non-cash working capital items, which totalled $145.9 million in 2010 compared to 

$247.6 million in 2009, primarily reflecting lower working capital requirements in 2010. 
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10.3.2 CASH USED FOR INVESTING ACTIVITIES 
Cash used for investing activities increased by $513.3 million in 2010, compared to 2009. The major 2010 investing activities were 

as follows: 

> Restricted cash increased by $577.5 million in 2010, primarily refl ecting cash received from the lenders of the MIHG and Chinook 

concessions. The MIHG and Chinook proceeds are in separate trust accounts that will serve to finance part of the construction of 

MUHC’s new Glen Campus and the southeast Stoney Trail Ring Road, respectively. As such, these funds have been classifi ed as 

restricted cash in the Company’s consolidated balance sheet; 

> The acquisition of property and equipment from fully consolidated and proportionally consolidated ICI used a total cash outfl ow of 

$418.7 million in 2010, in large part due to AltaLink, mainly relating to capital expenditures for transmission projects; 

> The cash outflow of $89.1 million relating to payments for ICI, reflecting payments for Astoria II, Ambatovy and REPL; 

> The acquisition of property and equipment from other activities used a total cash outflow of $46.0 million. Approximately 54% of the 

acquisitions of property and equipment from these activities were related to information technology; 

> The acquisition of businesses for a total cash outflow of $40.0 million; and 

> Proceeds from disposals of two ICI, Valener and Trencap, for a total cash inflow of $176.9 million. 

The major 2009 investing activities were as follows: 

> The acquisition of property and equipment from fully consolidated and proportionally consolidated ICI used a total cash outfl ow of 

approximately $274.1 million, in large part due to AltaLink, relating mainly to higher capital expenditures for transmission projects; 

> The cash outflow of $130.9 million relating to payments for ICI, mainly reflecting payments in 2009 for Ambatovy, and InTransit BC L.P.; 

> The acquisition of property and equipment from other activities for a total cash outflow of approximately $32.4 million, compared to 

depreciation of property and equipment and amortization of other non-current assets from these activities of $43.5 million. Approximately 

64% of the acquisitions of property and equipment from these activities were related to information technology in 2009; 

> The acquisition of businesses for a total cash outflow of $18.4 million; and 

> The amount loaned to the Project Operator of Ambatovy totalling $39.6 million in 2009. 

10.3.3 CASH GENERATED FROM FINANCING ACTIVITIES 
Cash generated from financing activities increased by $263.2 million in 2010, compared to 2009. The major financing activities were 

as follows: 

> An increase in non-recourse long-term debt from ICI totalling $1,187.7 million in 2010, mainly relating to MIHG, AltaLink, Highway 407, 

and Chinook, compared to $388.1 million in 2009, mainly due to AltaLink and Highway 407; 

> The repayment of non-recourse long-term debt from ICI totalled $340.6 million in 2010, compared to $272.5 million in 2009; 

> The repayment at maturity of the $105 million recourse debt in September 2010; 

> Dividends paid to the Company shareholders amounted to $102.7 million in 2010, compared to $90.6 million in 2009, refl ecting an 

increase in dividends per share. The increase in dividends reflects dividends paid of $0.68 per share in 2010, compared to $0.60 per 

share for the same period last year; 

> Under its normal course issuer bid, the Company repurchased shares for a total amount of $47.9 million in 2010 (901,600 shares at 

an average redemption price of $53.18), compared to $24.1 million in 2009 (538,800 shares at an average redemption price of $44.74). 

The Company expects to be as active in repurchasing its shares in 2011. As a general practice, when managing its capital, the Company 

repurchases its common shares under its normal course issuer bid mainly to offset the dilutive effect of stock issuance under its 

stock option programs; 

> The issuance of shares pursuant to the exercise of stock options generated $24.3 million of cash in 2010 (902,465 stock options at an 

average price of $26.98), compared to $10.9 million in 2009 (538,393 stock options at an average price of $20.28). As at February 23, 2011, 

there were 5,011,427 stock options outstanding with exercise prices varying from $24.27 to $57.07 per common share. At that same 

date there were 150,937,708 common shares issued and outstanding. 
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10.4 WORKING CAPITAL 

WORKING CAPITAL 

AT DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS, EXCEPT CURRENT RATIO) 

Current assets 

Current liabilities 

Working Capital 

Current Ratio 

2010 2009 

$ 4,171.3  $ 3,393.0 

2,924.9 2,848.9 

$ 1,246.4  $ 544.1 

1.43 1.19 

The working capital and current ratio improved as at December 31, 2010 compared to the previous year, mainly due to: i) cash generated 

from net income, ii) an increase in the current portion of restricted cash, primarily reflecting the current portion of cash received from 

the lenders of the MIHG concession; and iii) proceeds from disposals of two ICI, Valener and Trencap; partly offset by iv) cash used for 

dividends paid to the Company’s shareholders. 

10.5 RECOURSE DEBT AND NON-RECOURSE DEBT 

10.5.1 RECOURSE REVOLVING CREDIT FACILITIES 
The Company has access to committed long-term revolving lines of credit with banks, totalling $710.0 million, upon which it may 

either issue letters of credit, or borrow at variable rates not exceeding the prime rate plus 0.2%. As at December 31, 2010, $275.0 million 

of these lines of credit remained unused, while the balance of $435.0 million was exclusively used for the issuance of letters of credit. In 

addition, the Company has other lines of credit specifically available for the issuance of letters of credit. All the above-mentioned lines 

of credit are unsecured and subject to negative pledge clauses. 

10.5.2 RECOURSE DEBENTURES — CREDIT RATINGS 
On November 5, 2010, Standard & Poor’s reconfirmed SNC-Lavalin’s debenture’s rating of BBB+ with a stable outlook. On July 29, 2010, 

DBRS reconfirmed its rating for the Company’s debenture of BBB (high) with a stable trend. 

10.5.3 RECOURSE DEBT-TO-CAPITAL RATIO 
This ratio compares the recourse debt balance to the sum of recourse debt and shareholders’ equity, excluding accumulated other 

comprehensive income (loss), and is a measure of the Company’s fi nancial capabilities. As at December 31, 2010 and 2009, the 
Company’s recourse debt-to-capital ratio was 16:84 and 24:76, respectively, below the Company’s objective, which is not to surpass a 

ratio of 30:70. The ratio as at December 31, 2010 includes the recourse debt being 10-year unsecured debentures totalling $350 million 

issued by the Company on July 3, 2009. 

10.5.4 NON-RECOURSE DEBT 
SNC-Lavalin does not consider non-recourse debt when monitoring its capital because such debt results from the full or proportionate 

consolidation of certain ICI held by the Company. As such, the lenders of such debt do not have recourse to the general credit of the 

Company, but rather to the specific assets of the ICI they finance. The Company’s equity investment in its ICI may, however, be at risk if 

such investments were unable to repay their non-recourse long-term debt. 
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10.6 CONTRACTUAL OBLIGATIONS AND FINANCIAL INSTRUMENTS 

10.6.1 CONTRACTUAL OBLIGATIONS 
In the normal course of business, SNC-Lavalin has various contractual obligations. The following table provides a summary of SNC-Lavalin’s 

future contractual commitments specifically related to long-term debt repayments, commitments to invest in ICI, and rental obligations: 

(IN MILLIONS OF CANADIAN DOLLARS) 

Long-term debt repayments: 

Recourse 

Non-recourse from ICI 

Commitments to invest in ICI 

Rental obligations under long-term operating leases 

Total 

2011 

$ 

$ 

–

6.8 

85.6 

71.3 

163.7

2012-2013

 $ – 

623.4 

– 

99.3

 $ 722.7 

2014-2015

 $ – 

262.0 

– 

69.3

 $ 331.3 

THEREAFTER TOTAL 

$ 

$ 

350.0

2,141.7 

– 

64.3 

2,556.0

 $ 

$ 

350.0 

3,033.9 

85.6 

304.2 

3,773.7 

Additional details of the future principal repayments of the Company’s recourse and non-recourse long-term debt are provided in Note 13D 

to the Company’s 2010 audited annual consolidated financial statements. The commitments to invest in ICI result from SNC-Lavalin 

not being required to make its contribution immediately when making an investment, but instead committing to make its contribution 

over time, as detailed in Note 4D to its 2010 audited annual consolidated financial statements. The commitments to invest in ICI are 

recognized for investments accounted for by the equity or cost methods and relate to Astoria II, Ambatovy and REPL. Information 

regarding the Company’s minimum lease payments for annual basic rental under long-term operating leases can be obtained in Note 24 

to its 2010 audited annual consolidated fi nancial statements. 

10.6.2 FINANCIAL INSTRUMENTS 
The Company discloses information on the classification and fair value of its financial instruments, as well as on the nature and extent of risks 

arising from financial instruments, and related risk management in Note 20 to its 2010 audited annual consolidated fi nancial statements. 

SNC-Lavalin enters into derivative financial instruments, namely: i) forward currency exchange contracts to hedge its exposure to 

fl uctuations in foreign currency exchange rates on projects; and ii) interest-rate swaps and bond forwards to hedge the variability of 

interest rates relating to financing arrangements. Also, the Company has a financial arrangement with an investment grade fi nancial 

institution to limit its exposure to the variability of the Performance Share Unit (“PSU”), Deferred Share Unit (“DSU”), and Restricted 

Share Unit (“RSU”) plans caused by fluctuations in its share price (refer to Note 15C to the 2010 audited annual consolidated fi nancial 

statements). These financial instruments are entered into with sound financial institutions, which SNC-Lavalin anticipates will satisfy 

their obligations under the contracts. 

The Company does not hold or issue any derivative instruments for speculative purposes, but rather for hedging purposes only. The derivative 

financial instruments are subject to normal credit terms and conditions, financial controls and management and risk monitoring procedures. 

10.7 DIVIDENDS DECLARED 

The Board of Directors has decided to increase the quarterly cash dividend payable to shareholders from $0.17 per share to $0.21 per 
share for the fourth quarter of 2010, resulting in total cash dividends declared of $0.72 per share relating to 2010. The table below 

summarizes the dividends declared for each of the past fi ve years: 
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YEAR ENDED DECEMBER 31 
(IN CANADIAN DOLLARS) 

Dividends per share declared to 

Company shareholders (1) 

Dividend increase in% 

2010

 $ 0.72 
16% 

2009

 $ 0.62 

22% 

2008

 $ 0.51 

31% 

2007 2006 

$ 0.39  $ 0.30 

30% 30% 

(1) The dividends declared are classified in the period for which the financial results are publicly announced, notwithstanding the declaration or payment date. 

Total cash dividends paid in 2010 were $102.7 million, compared to $90.6 million in 2009. The Company has paid quarterly dividends 

for 21 consecutive years and has increased its yearly dividend paid per share for each of the past 10 years. 
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10.8 MARKET INDICES 

SNC-Lavalin is listed on the Toronto Stock Exchange and is included in the S&P/TSX Composite Index, which is the principal broad market 

measure for the Canadian equity markets. In addition, the Company’s stock is part of the following two S&P/TSX indices: 

> The S&P/TSX 60 Index, which is comprised of 60 large Canadian publicly-traded companies with a view to matching the sector 

balance of the S&P/TSX Composite Index. 

> The S&P/TSX Canadian Dividend Aristocrats Index, an index designed to measure the performance of S&P Canada Broad Market Index 

(“BMI”) constituents, which have consistently increased dividends annually for at least five years. The index consists of approximately 

40 stocks and tracks Canada’s most consistent dividend-raisers. The Company’s stable and increasing dividends signal that management 

has confidence in the Company’s strength and growth. 

10.9 RETURN ON AVERAGE SHAREHOLDERS’ EQUITY (“ROASE”) 

ROASE, a non-GAAP financial measure, is a key performance indicator used to measure the Company’s return on equity. ROASE, as 

calculated by the Company, corresponds to the trailing 12-month after-tax earnings, divided by a trailing 13-month average shareholders’ 

equity, excluding “accumulated other comprehensive income (loss)”. 

The Company excludes accumulated other comprehensive income (loss) because it results mainly from the accounting treatment of 

cash flow hedges, and is not representative of the way the Company evaluates its management of its foreign currency exchange risk, 

and is not representative of the Company’s fi nancial position. 

For 2010 and 2009, ROASE was significantly higher than the Company’s objective of long-term Canada Bond Yield plus 600 basis 

points. The graph below illustrates that the Company generated a ROASE of 16.4% or better per year over the past five years, surpassing 

its target mentioned above by at least an additional 600 basis points each year. The Company strives to position itself to achieve a 

consistently high ROASE while maintaining a strong balance sheet, which it has achieved over the last years. 

06 07 08 09 

ROASE 

29.1% 
27.3% 

19.0% 16.4%

 Actual ROASE 
10.3% 10.3% 10.1% 9.9% ROASE target 

(Canada long-term 
bonds + 600 basis 
points) 

10 

27.4% 

9.8% 

THE COMPANY GENERATED A 

ROASE OF 16.4% OR BETTER PER YEAR 

OVER THE PAST FIVE YEARS. 
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11 Shareholders and Employee Shareholdings 
The Company’s shares are held by a variety of different shareholders, including its employees. The majority of the Company’s shares are 

held by institutional investors, and based on the most recent publicly available information at February 23, 2011, the only investor who 

owns or exercises control or direction over shares carrying more than 10% of the voting rights attached to all shares of the Company 

is Jarislowsky, Fraser Limited, a fund manager, representing approximately 16.9% of the outstanding common shares of the Company. 

The Company encourages its employees to invest in its shares by offering multiple programs, detailed in the table below: 

PLAN 

Stock Option Plan 

Employee Share 

Ownership Program 

(“ESOP”) 

Management Share 

Ownership Program 

(“MSOP”) 

DESCRIPTION 

Stock options are granted to selected employees based on recommendations of the executive 

management and approved by the Board of Directors. Stock options issued since 2009 have 

a five-year term and are vesting in three equal tranches two years, three years and four years, 

respectively, after grant date. 

The Company’s voluntary common share purchase plan, provides for a matching contribution 

by the Company of 35% of the participants contribution, up to 10% of his base salary. 

SNC-Lavalin’s contributions are paid in the second and third year following the employee’s 

contribution of a given year. 

Plan under which the selected participants can elect to contribute 

25% of their gross bonus toward the purchase of the Company’s common shares, with the 

Company matching the participant’s contributions in equal installments over a period of fi ve 

years, which is also the vesting period. 

ELIGIBLE PARTICIPANTS 

Selected 

key employees 

All regular 

employees 

in Canada 

Selected key 

employees, based on 

their responsibilities 

and performance 

The Company also provides incentive compensation plans based on the value of its share price, such as: 

PLAN 

Deferred Share Unit 

Plan (“DSU”) 

Performance Share 

Unit Plan (“PSU”) 

Restricted Share Unit 

Plan (“RSU”) 

DESCRIPTION 

Plan under which participants are granted units based on salary and the share price at 

time of grant. Units vest over a period of five years, at the rate of 20% per year. Vested 

units are redeemable in cash within 30 days, one year following the participant’s last day 

of employment. The redemption price is based on an average of the share price one year 

following the participant’s last day of employment, using a 12-week average. In the event 

of death or eligibility for retirement, units vest immediately. 

Plan under which participants are granted units based on salary and the share price at time of 

grant. Units fully vest at the end of the third calendar year following the date of grant. At that 

time, the number of units initially granted is adjusted by a multiplier based on the three-year 

cumulative growth in earnings per share. The redemption price is based on the share price at 

the time of vesting. Units are redeemable in cash or convertible to DSUs. In the event of death 

or eligibility for retirement, units vest immediately. 

Plan under which selected participants are granted units which vest at the end of a three-year 

period. Vested units are redeemable in cash based on the share price at that time. In the event 

of death or eligibility for retirement, the units vest on a pro-rata basis with no payment made 

until the end of the vesting period. 

ELIGIBLE PARTICIPANTS 

Key executives 

Key executives 

Selected employees 

At December 31, 2010, the holdings from the ESOP and MSOP plans coupled with private holdings of the reporting insiders, as defi ned 

under Canadian securities regulations as individuals who are required to report their respective Company shareholdings, and for which the 

Company maintains records, totalled 3.6% of the total outstanding shares of the Company compared to 3.4% as at December 31, 2009. 
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12 Critical Accounting Estimates and Judgment Applied 
The preparation of the Company’s consolidated financial statements in conformity with GAAP requires management to apply judgment 

when making estimates that affect the reported amounts of assets and liabilities at the date of the financial statements, the reported 

amounts of revenues and expenses of the reporting period, as well as disclosures made in the accompanying notes to the fi nancial 

statements. The estimates and associated assumptions are based on past experience and other factors that are considered relevant. 

Actual results could differ from these estimates. The following are the Company’s most critical accounting estimates, which are those 

that require management’s most challenging, subjective and complex judgments, requiring the need to make estimates about the effect 

of matters that are inherently uncertain and may change in subsequent periods. 

REVENUE RECOGNITION 

Revenues are generated from Services, Packages, O&M, and ICI activities. Services revenues are derived primarily from cost-plus 

reimbursable contracts. Packages revenues are derived primarily from fixed-price contracts. Revenues from O&M activities are derived 

primarily from cost reimbursable with fixed-fee contracts and from fi xed-price contracts. 

SERVICES, PACKAGES, AND O&M ACTIVITIES 

TYPES OF CONTRACTS ACTIVITIES 

Cost-plus reimbursable Services and 

contracts Packages 

Cost reimbursable with O&M 

a fi xed-fee contracts 

Fixed-price contracts Services and 

Packages 

O&M 

REVENUE RECOGNITION 

Revenues are recognized as costs are incurred, and include applicable fees earned as services 

are provided. Revenue recognition for cost-plus reimbursable contracts does not usually involve 

signifi cant estimates. 

Fixed-fee revenues are recognized on a straight-line basis over the term of the contract and do 

not usually involve signifi cant estimates. 

Revenues are recorded on the percentage-of-completion basis over the duration of the contract, 

which consists of recognizing revenue on a given contract proportionately with its percentage 

of completion at any given time. The percentage of completion is determined by dividing the 

cumulative costs incurred as at the balance sheet date by the sum of incurred costs and 

anticipated costs for completing a contract. 

Revenues are recognized based on the stage of completion of the contract activity, which 

involves taking the costs incurred as at the balance sheet date and dividing by the estimated 

total costs for the activity. This measure of progress is then applied to the related anticipated 

revenue, resulting in recognizing revenue proportionately with the stage of completion at any 

given time. 

The determination of anticipated costs for completing a contract is based on estimates that can be affected by a variety of factors such 

as potential variances in scheduling and cost of materials along with the availability and cost of qualified labour and subcontractors, 

productivity, as well as possible claims from subcontractors. 

The determination of anticipated revenues includes the contractually agreed revenue and may also involve estimates of future revenues 

from claims and unapproved change orders if such additional revenues can be reliably estimated and it is considered probable that they 

will be recovered. A change order results from a change to the scope of the work to be performed compared to the original contract 

that was signed. An example of such contract variation could be a change in the specifications or design of the project, whereby costs 

related to such variation might be incurred prior to the client’s formal contract amendment signature. A claim represents an amount 

expected to be collected from the client or a third-party as reimbursement for costs incurred that are not part of the original contract. 

In both cases, management’s judgment is required in determining the probability that additional revenue will be recovered from these 

variations and in determining the measurement of the amount to be recovered. 

Estimates used to determine revenues and costs of fixed-price contracts involve uncertainties that ultimately depend on the outcome of 

future events and are periodically revised as projects progress. The cumulative effect of changes to anticipated revenues and anticipated 

costs for completing a contract is recognized in the period in which the revisions are identifi ed. In the event that the anticipated costs 

exceed the anticipated revenue on a contract, such loss is recognized in its entirety in the period it becomes known. 

The determination of estimates is based on SNC-Lavalin’s business practices as well as its historical experience. Furthermore, management 

regularly reviews underlying estimates of project profi tability. 
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GOODWILL IMPAIRMENT 

Goodwill is subject to at least an annual assessment of impairment by applying a fair value based test at the reporting unit level. An 

impairment loss is recognized to the extent that the carrying amount of goodwill for each reporting unit exceeds its estimated fair value. 

The fair values of the reporting units are derived from certain valuation models, which may consider various factors such as normalized 

and estimated future earnings, price earnings multiples, terminal values and discount rates. All factors used in the valuation models are 

based on management’s estimates and are subject to uncertainties and judgment. Changes in any of these estimates could affect the fair 

value of the reporting units and, consequently, the value of the reported goodwill. The Company performs the annual review of goodwill 

as at October 31 of each year. Based on the impairment test performed as at October 31, 2010 and 2009, the Company concluded that 

no goodwill impairment loss was required. 

LONG-LIVED ASSETS 

SNC-Lavalin reviews its long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount 

of the asset may not be recoverable. To determine whether impairment exists, management compares the estimated undiscounted 

future cash flows that are projected to be generated by those assets to their respective carrying value. If the undiscounted future cash 

flows and fair value are lower than the carrying value, then an impairment loss is recognized. Estimated undiscounted future cash fl ows 

reflect management’s estimates, and changes in those estimates could affect the carrying amount of the long-lived assets. The Company 

concluded that no impairment charge was required for its long-lived assets for 2010 and 2009. 

In addition, management is required to estimate the useful life, residual value and related depreciation method for each signifi cant category 

of depreciable assets. These estimates affect the net carrying value of these assets and, as such, have an impact on the Company’s 

consolidated balance sheets and statements of income. 

STOCK OPTION COMPENSATION 

The Company offers a stock option compensation plan to selected individuals within the organization. At each measurement date, 

management is required to estimate the fair value of the options awarded. Management uses the Black-Scholes option pricing model 

to value its options, which requires assumptions related to the risk-free interest rate (with a term that matches the expected life of the 

options), the expected stock price volatility, the expected life of the options and the expected dividend yield on the Company’s shares. 

FINANCIAL INSTRUMENTS 

The Company measures certain of its financial instruments at fair value. The determination of such fair value is based on the most readily 

available market data. When no readily available data is available, management is required to estimate the fair value of the instrument 

using various inputs that are either, directly or indirectly observable, or not based on observable market data. Refer to Notes 2C and 20 

to the 2010 audited annual consolidated financial statements for further details. 

PENSION PLANS 

SNC-Lavalin’s obligations and expenses relating to defi ned benefits pension plans are determined using actuarial valuations, and are 

dependent on significant weighted average assumptions such as the expected long-term rate of return on plans’ assets and the rate 

of compensation increase as determined by management. While management believes these assumptions are reasonable, differences 

in actual results or changes in assumptions could have an impact on the obligations and expenses recorded by the Company. Refer to 

Notes 2Q and 22 to the 2010 audited annual consolidated financial statements for further details. 

INCOME TAXES 

The Company uses the liability method of accounting for income taxes. Under this method, future income tax assets and liabilities arise 

from temporary differences between the tax bases of assets and liabilities and their carrying amounts reported in the fi nancial statements. 

Future income tax assets also reflect the benefi t of unutilized tax losses that can be carried forward to reduce income taxes in future 

years. Such method requires the exercise of significant judgment in determining whether or not the Company’s future tax assets are “more 

likely than not” to be recovered from future taxable income and therefore, can be recognized in the Company’s consolidated fi nancial 

statements. Also estimates are required to determine the expected timing upon which tax assets will be realized and upon which tax 

liabilities will be settled, and the enacted or substantially enacted tax rates that will apply at such time. 
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13 Accounting Changes 

13.1 FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS IN CANADA 

In February 2008, the Canadian Accounting Standards Board (“AcSB”) announced the changeover to IFRS for Canadian publicly accountable 

enterprises for interim and annual financial statements relating to fiscal years beginning on or after January 1, 2011. In October 2009, the 

AcSB reconfirmed January 1, 2011 as the date of changeover to move financial reporting for Canadian publicly accountable enterprises 

to IFRS, as issued by the International Accounting Standards Board (“IASB”). Accordingly, the Company will issue its last fi nancial 

statements prepared in accordance with GAAP in 2010. Starting from the first quarter of 2011, the Company’s financial statements will 

be prepared in accordance with IFRS in effect in 2011, with 2010 comparative figures and January 1, 2010 (“Date of Transition”) opening 

balance sheet restated to conform with such IFRS, along with reconciliations from GAAP to IFRS, as per the guidance provided in IFRS 1, 

First-Time Adoption of International Financial Reporting Standards. 

Regarding the progress made during 2010 on its IFRS implementation plan, SNC-Lavalin substantially completed all the following: 

i) assessment of the impact of the accounting differences on the consolidated financial statements; ii) training provided to key fi nance 

personnel; and iii) review of the potential impact on the Company’s business activities, its disclosure controls and internal controls over 

financial reporting, and its financial reporting systems. Additionally, the preparation of the Company’s consolidated fi nancial statements 

and note disclosures in compliance with IFRS is progressing well as at December 31, 2010. 

The current section has been prepared to explain to the reader the impact of the Company’s transition from GAAP to IFRS, and is 

structured as follows: 

SECTION 

13.1.1 

TITLE 

Executive summary 

13.1.2 Summary of main accounting differences 

13.1.3 Effect of IFRS adoption on the Company’s 

consolidated balance sheets 

13.1.4 Effect of IFRS adoption on the Company’s 

consolidated statement of income 

13.1.5 

13.1.6 

13.1.7 

Effect of IFRS adoption on the key 

performance indicators 

Potential impact on business activities, 

disclosure controls and internal controls 

over financial reporting, and fi nancial 

reporting systems 

Training sessions 

OBJECTIVE 

Provides an overview of the main impacts from the adoption of IFRS, the 

Company’s main choices under IFRS, and the quantitative impact on the 

Company’s opening equity as at the Date of Transition 

Provides a description of the main accounting differences on the 

Company’s accounting policies resulting from the adoption of IFRS 

Provides a quantitative reconciliation between GAAP and IFRS for the 

Company’s consolidated balance sheets as at the Date of Transition and 

as at March 31, 2010, with detailed explanations on the reconciling items 

Provides a quantitative reconciliation between GAAP and IFRS for 

the Company’s consolidated statement of income for the three-month 

period ended March 31, 2010 with detailed explanations of the 

reconciling items 

Explains the impact of the transition to IFRS on the key performance 

indicators of the Company 

Explains the impact of IFRS on business activities, disclosure 

controls and internal controls over financial reporting, and fi nancial 

reporting systems 

Provides information on the training sessions regarding IFRS and 

its implementation 
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13.1.1 EXECUTIVE SUMMARY 
In order to provide the reader with a better understanding of the impact from the adoption of IFRS, the Company provides, in the following 

section, unaudited qualitative and quantitative information as at the Date of Transition and March 31, 2010, as well as for the fi rst quarter 

of 2010. Additional information is currently being finalized and will be provided in 2011, along with the reporting of quarterly results 

under IFRS. 

It should be noted that the numbers provided in this section are for indicative purposes only and might be adjusted, pending further work, 

analysis and audit. Numbers are also subject to changes in the event that the Company early adopts any newly issued international 

financial reporting standard prior to the end of 2011. 

It should also be outlined that the changes resulting from the transition to IFRS do not affect the business activities or strategy, but relate 

to accounting differences only. None of the adjustments, transitional elections, or policy choices made by the Company as part of the 

transition process are unique to SNC-Lavalin, as these elections and policy choices will be adopted by many other Canadian companies. 

MAIN IMPACTS OF IFRS ON SNC-LAVALIN’S ACCOUNTING 

The most significant impacts of adopting IFRS, other than the reclassification of non-controlling interests within equity, relate to accounting 

for the Company’s ICI, accounted for under IFRIC Interpretation 12 (“IFRIC 12”), Service Concession Arrangements, and for its jointly 

controlled entities, accounted for under IAS 31, Interests in Joint Ventures, and will have a limited impact on the Company’s other activities. 

ACCOUNTING STANDARD OR INTERPRETATION 

IFRIC 12 

IAS 31 

MAIN IMPACT ON SNC-LAVALIN 

Certain public-private partnership arrangements will be accounted for under the financial asset model, 

further explained in section 13.1.3 A 

Jointly controlled entities will be accounted for by the equity method. Highway 407, which had a 

negative carrying amount under GAAP, will be accounted for by the equity method and will have a 

carrying value of $nil as at the Date of Transition. Until the carrying value of Highway 407 becomes 

positive, the Company will recognize dividends from Highway 407 in its statement of income, under the 

ICI revenues line, as further explained in section 13.1.3 B 

Considering the impact of the aforementioned accounting standard and interpretation on its ICI, the Company decided it will no longer 

disclose its revenue backlog for ICI activities when reporting its financial results under IFRS. 

SNC-LAVALIN’S MAIN CHOICES UNDER IFRS 

As it was the case under GAAP, certain accounting standards in IFRS allow for choices between different available accounting methods. 

The following table presents a summary of SNC-Lavalin’s main choices under IFRS: 

TOPIC CHOICES UNDER IFRS SNC-LAVALIN’S CHOICES 

Jointly controlled entities 
(excluding jointly controlled operations) 

> Equity method; or 
> Proportionate consolidation method 

Equity method 

Property and equipment > Cost model; or 
> Revaluation model (i.e. the revalued amount 

represents the fair value) 

Cost model 

Employee benefits Actuarial gains and losses from defi ned benefi t In other comprehensive income 

 

 

   

 

 

 
 and post-retirement benefit plans included in: 

> Net income; or 
> Other comprehensive income 
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QUANTITATIVE IMPACT ON OPENING EQUITY 

As required by IFRS, the Company will apply IFRS 1 in preparing its first IFRS consolidated financial statements. The general principle 

underlying IFRS 1 is that the first IFRS financial statements are to be prepared as if IFRS were the framework for the Company’s accounting 

since its inception (i.e., retrospective application). While IFRS 1 does not require the restatement of all historical fi nancial statements 

previous to the Date of Transition (January 1, 2010), the cumulative differences on net income between GAAP and IFRS resulting from 

transactions prior to that date are to be accounted for as adjustments to the opening balance of retained earnings as at January 1, 2010. 

As the burden of issuers adopting IFRS for the first time could be significant, IFRS 1 provides a limited number of mandatory exceptions 

and of optional exemptions to the general principle of retrospective application. All issuers adopting IFRS for the first time are required 

to apply the mandatory exceptions, but they have a choice whether or not to apply the optional exemptions. The Company intends to 

apply all mandatory exceptions and certain optional exemptions that are detailed in the current section, resulting in the prospective 

application of IFRS for these exceptions and exemptions. 

The following chart presents the quantitative impact on SNC-Lavalin’s equity as at the Date of Transition: 

TOTAL IMPACT ON SNC-LAVALIN’S EQUITY UPON TRANSITION TO IFRS ON JANUARY 1, 2010 

(in millions CA$) 
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13.1.2 SUMMARY OF MAIN ACCOUNTING DIFFERENCES 
The following table summarizes the main differences between IFRS and GAAP that will impact the Company’s consolidated 

fi nancial statements: 

Impact on the Company at the Date of Retrospective 

IFRS GAAP Transition Future impact on the Company application 

Service Concession Arrangements (IFRIC 12) [note A in section 13.1.3] 

IFRIC 12 provides guidance on the No equivalent standard. The The adjustments relating to the The Company will Yes 

accounting for certain qualifying accounting treatment is derived retrospective application of IFRIC 12 follow the guidance of 

public-private partnership from other relevant standards were recorded in the Company’s IFRIC 12 to account for its 

arrangements. Under such based on the arrangement’s facts opening retained earnings at the qualifying public-private 

arrangements, the concessionaire and circumstances. Date of Transition to IFRS. partnership agreements. 

accounts for the infrastructure 

asset by applying the intangible 

asset model, the fi nancial asset 

model, or a combination of both. 

Interests in Joint Ventures (IAS 31) [note B in section 13.1.3] 

IFRS currently allows accounting GAAP requires the use of the Upon transition to IFRS, the Company The Company continues to Yes 

for jointly controlled entities proportionate consolidation elected to account for its jointly account for its share of the 

using either the equity method or method for all types of controlled entities, mainly ICI, using assets, liabilities, revenues 

the proportionate consolidation joint ventures. the equity method. At the Date of and expenses from its jointly 

method. IFRS requires a venturer Transition, the adjustment relating controlled operations and 

to account for its share of the to this change in accounting policy jointly controlled assets while 

assets, liabilities, revenues was recorded in the opening retained the equity method applies to 

and expenses for jointly earnings of the Company. This its jointly controlled entities 

controlled operations and jointly adjustment is related to investments (mainly ICI). 

controlled assets. that had a negative carrying amount. 

Business Combinations (IFRS 3) 

IFRS requires all business Under GAAP, business acquisitions As per the optional exemption in All business combinations No 

combinations to be accounted were accounted for using the IFRS 1, an entity may elect not to undertaken on or after 

for using the acquisition method. purchase method. As per the apply IFRS 3 retrospectively to January 1, 2010 are 

As per the acquisition method, purchase method, identifi able business combinations undertaken accounted for using the 

identifiable net assets acquired net assets and goodwill acquired prior to the Date of Transition. The acquisition method. 

in a business combination are in a business combination were Company has elected not to restate 

recorded at “full fair value”, with recorded at the acquirer’s share business combinations undertaken 

components of non-controlling of the fair value of the net assets prior to January 1, 2010. However, 

interests in the acquiree recorded acquired. Any non-controlling the Company applied all of the 

at either: i) fair value; or ii) non- interest in the acquiree was requirements prescribed by IFRS 1 

controlling interests’ proportionate recorded at the non-controlling to business combinations that the 

share in the recognized amounts interest’s proportionate share Company recognized before the 

of the acquiree’s identifi able net in the net book value of the Date of Transition, with no adjustment 

assets. All acquisition-related acquiree’s identifiable net assets. relating to business combinations 

costs are recognized as period All acquisition-related costs recorded by the Company on the 

expenses, unless they constitute were capitalized in goodwill, Date of Transition to IFRS. 

the costs associated with issuing unless they constituted the costs 

debt or equity securities. associated with issuing debt or 

equity securities. 

Employee Benefits (IAS 19) [note D.2 in section 13.1.3] 

IFRS allows accounting for 

actuarial gains and losses arising 

from defi ned benefi t plans 

and post-retirement benefi t 

plans in net income or in other 

comprehensive income. 

GAAP requires to account for 

recognized actuarial gains or 

losses arising from defi ned benefi t 

plans and post-retirement benefi t 

plans in net income. 

The optional exemption in IFRS 1 

provides for the recognition of all 

cumulative unrecognized actuarial 

gains and losses through an adjustment 

to the opening balance of retained 

earnings at the Date of Transition 

to IFRS. The Company elected to 

apply this exemption and recorded 

an adjustment in the amount of the 

GAAP balance of its cumulative 

unrecognized net actuarial losses in 

its opening retained earnings at the 

Date of Transition. 

The effect of actuarial gains No 

and losses arising from 

defi ned benefit plans and 

post-retirement benefi t plans 

will no longer affect net 

income under the Company’s 

accounting policy choice. The 

effects of actuarial gains and 

losses will be recognized 

immediately in equity, rather 

than being recognized over a 

period of time in net income. 
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Impact on the Company at the Date of Retrospective 

IFRS GAAP Transition Future impact on the Company application 

The Effects of Changes in Foreign Exchange Rates (IAS 21) [note D.3 in section 13.1.3] 

IFRS does not distinguish between GAAP requires self-sustaining The optional exemption in IFRS 1 Starting January 1, 2010, the No 

self-sustaining or integrated foreign operations to be translated allows an entity to reset its cumulative Company applies the IFRS 

foreign operations. It rather using the current rate method translation differences for all foreign guidance on foreign currency 

requires all entities, including and integrated foreign operations operations to $nil by transferring the on a prospective basis, 

foreign operations, to determine to be translated using the balance of its cumulative translation with no signifi cant impact 

their functional currency and to temporal method. differences account, included in the expected on net income. 

translate their results and fi nancial statement of changes in equity, to 

position into that functional its retained earnings at the Date 

currency. Then, the fi nancial of Transition to IFRS. The Company 

statements of foreign operations elected to apply this exemption and 

with a functional currency different transferred to retained earnings the 

from the functional currency of GAAP balance included in accumulated 

the reporting entity are translated comprehensive income (loss), under 

in the presentation currency, “exchange differences on translating 

so that the foreign operations foreign operations” account, at the 

can be included in the fi nancial Date of Transition to IFRS. 

statements of the reporting entity 

by consolidation, proportionate 

consolidation or the equity method 

by using a method equivalent to 

the current rate method. 

Rate-regulated Activities [note C.5 in section 13.1.3] 

No specific standard for GAAP provides guidance The carrying amount of items of Property and equipment No for property 

rate-regulated activities for entities subject to rate property and equipment or intangible and intangible assets of and equipment 

regulation on the recognition assets subject to rate regulation might AltaLink used in operations and intangible 

of their regulatory assets and include amounts, under GAAP, that subject to rate regulation assets 

regulatory liabilities. do not qualify for capitalisation under constructed or acquired on subject to 

IFRS. As per the optional exemption in or after January 1, 2010 rate regulation. 

IFRS 1, an entity may elect to use the 

GAAP carrying amount of such items 

as its opening IFRS balance at the Date 

of Transition to IFRS. The Company 

are accounted for under 

applicable relevant standards 

of IFRS. No material impact 

on AltaLink’s net income 

Yes for all 

other assets 

and liabilities. 

elected to apply this exemption to is expected following the 

the qualifying items of property and transition to IFRS. 

equipment and intangible assets of 

AltaLink, its subsidiary involved with 

rate-regulated transmission lines 

and substations in Alberta, Canada. 

AltaLink’s qualifying items of property 

and equipment and intangible assets 

subject to rate regulation are therefore 

carried at their GAAP balance in the 

Company’s consolidated balance 

sheet at the Date of Transition to IFRS 

and thereafter. 

All other assets and liabilities 

of AltaLink were subject to the 

IFRS 1 requirement of retrospective 

application, except for those subject 

to the mandatory exceptions and 

optional exemptions. 

Financial Instruments: Recognition and Measurement (IAS 39) [note D.1 in section 13.1.3] 

IFRS requires all available-for-sale Under GAAP, unlisted securities The Company measured its unlisted Subsequent to Yes 

financial assets to be measured at are measured at cost, even securities at fair value on January 1, January 1, 2010, revaluation 

fair value, unless fair value is not if their fair value could be 2010, unless fair value was not gains (losses) on these 

reliably determinable. reliably determined. reliably measurable, and recorded securities are recognized 

a corresponding adjustment in its in the statement of 

accumulated other comprehensive comprehensive income. 

income at January 1, 2010. 
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13.1.3 EFFECT OF IFRS ADOPTION ON THE COMPANY’S JANUARY 1, 2010 (“OPENING BALANCE SHEET”) AND MARCH 31, 2010 
CONSOLIDATED BALANCE SHEETS 

(IN THOUSANDS OF CANADIAN DOLLARS) 

GAAP IFRIC 12 

(NOTE 13.1.3 A) 

ASSETS 

Current assets 
Cash and cash equivalents  $ 1,218,225  $ –

Restricted cash 68,185 – 

Trade and other receivables 1,480,478 (16,537) 

Other current fi nancial assets – – 

Contracts in progress 479,637 – 

Contracts in progress from 

concession arrangements 33,941 (33,941) 

Deferred tax asset 112,557 – 

Other current assets – – 

3,393,023 (50,478) 

Non-current assets 
Property and equipment: 

From ICI 2,217,047 (144,309) 

From other activities 113,952 – 

ICI accounted for by the equity 

or cost method 469,402 40,547 

Goodwill 520,862 – 

Deferred tax asset – – 

Receivables under service 

concession arrangements – 192,293 

Non-current fi nancial assets – – 

Other non-current assets 491,997 – 

Total assets  $ 7,206,283  $ 38,053

January 1, 2010 

EFFECT OF TRANSITION TO IFRS 

IAS 31 

(NOTE 13.1.3 B)

 $ (26,827) 

(36,808) 

(6,588) 

(3,824) 

– 

– 

– 

(56) 

(74,103) 

(384,747) 

– 

9,976 

– 

(8,555) 

– 

(52,585) 

(271,438)

 $ (781,452) 

RECLASSI-
FICATIONS 

(NOTE 13.1.3 C)

 $ – 

– 

(414,932) 

281,935 

– 

– 

(112,557) 

132,997 

(112,557) 

37,215 

– 

– 

– 

112,557 

– 

188,670 

(146,585)

 $ 79,300 

OTHER 

(NOTE 13.1.3 D)

 $ – 

– 

– 

– 

– 

– 

– 

– 

– 

– 

(2,280) 

12,800 

– 

38,775 

– 

2,632 

–

 $ 51,927 

TAX EFFECT

 $ – 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

(3,512) 

– 

– 

–

 $ (3,512) 

IFRS

 $ 1,191,398 

31,377 

1,042,421 

278,111 

479,637 

– 

– 

132,941 

3,155,885 

1,725,206 

111,672 

532,725 

520,862 

139,265 

192,293 

138,717 

73,974

 $ 6,590,599 
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(IN THOUSANDS OF CANADIAN DOLLARS) 

GAAP IFRIC 12 

(NOTE 13.1.3 A) 

EQUITY AND LIABILITIES 

Current liabilities 
Trade and other payables  $ 1,702,034  $ –

Other current fi nancial liabilities – – 

Downpayments on contracts 397,329 – 

Deferred revenues 505,531 (328) 

Other current liabilities – – 

Current portion of long-term debt: 

Recourse 104,874 – 

Non-recourse from ICI 139,183 – 

2,848,951 (328) 

Non-current liabilities 
Long-term debt: 

Recourse 348,048 – 

Non-recourse from ICI 2,005,485 – 

Other non-current fi nancial liabilities – – 

Provisions – – 

Deferred tax liability 24,408 – 

Deferred revenues – – 

Other non-current liabilities 464,666 – 

Total liabilities 5,691,558 (328) 

Non-controlling interests 80,033 – 

Equity 
Share capital 397,735 – 

Contributed surplus 33,473 – 

Accumulated other comprehensive 

(loss) income (23,306) – 

Retained earnings 1,026,790 36,963 

Equity attributable to the 

Company’s shareholders 1,434,692 36,963 

Non-controlling interests – 1,418 

Total equity 1,434,692 38,381 

Total liabilities and equity  $ 7,206,283  $ 38,053

January 1, 2010 

EFFECT OF TRANSITION TO IFRS 

IAS 31 

(NOTE 13.1.3 B)

 $ (16,975) 

4,094 

– 

(620) 

– 

– 

(135,193) 

(148,694) 

– 

(699,477) 

– 

– 

– 

– 

6,654 

(841,517) 

– 

– 

– 

(3,131) 

63,196 

60,065 

– 

60,065

 $ (781,452) 

RECLASSI-
FICATIONS 

(NOTE 13.1.3 C)

 $ (390,307) 

235,989 

– 

5,606 

121,757 

– 

– 

(26,955) 

– 

– 

256,510 

109,529 

(24,408) 

195,069 

(430,445) 

79,300 

(80,033) 

– 

– 

– 

– 

– 

80,033 

80,033

 $ 79,300 

OTHER 

(NOTE 13.1.3 D)

 $ – 

– 

– 

– 

– 

– 

– 

– 

– 

– 

(1,528) 

21,882 

– 

– 

38,775 

59,129 

– 

– 

(1,308) 

24,724 

(30,652) 

(7,236) 

34 

(7,202)

 $ 51,927 

TAX EFFECT

 $ – 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

2,295 

2,295 

– 

– 

– 

(2,322) 

(3,485) 

(5,807) 

– 

(5,807)

 $ (3,512) 

IFRS

 $ 1,294,752 

240,083 

397,329 

510,189 

121,757 

104,874 

3,990 

2,672,974 

348,048 

1,306,008 

254,982 

131,411 

– 

195,069 

81,945 

4,990,437 

– 

397,735 

32,165 

(4,035) 

1,092,812 

1,518,677 

81,485 

1,600,162

 $ 6,590,599 
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(IN THOUSANDS OF CANADIAN DOLLARS) 

GAAP IFRIC 12 

(NOTE 13.1.3 A) 

ASSETS 

Current assets 
Cash and cash equivalents  $ 1,230,916  $ –

Restricted cash 73,858 – 

Trade and other receivables 1,411,398 (16,537) 

Other current fi nancial assets – – 

Contracts in progress 481,925 – 

Contracts in progress from 

concession arrangements 38,893 (38,893) 

Deferred tax asset 101,943 – 

Other current assets – – 

3,338,933 (55,430) 

Non-current assets 
Property and equipment: 

From ICI 2,306,522 (143,168) 

From other activities 108,932 – 

ICI accounted for by the equity 

or cost method 453,348 45,364 

Goodwill 512,103 – 

Deferred tax asset – – 

Receivables under service 

concession arrangements – 196,950 

Non-current fi nancial assets – – 

Other non-current assets 566,238 – 

Total assets  $ 7,286,076  $ 43,716

March 31, 2010 

EFFECT OF TRANSITION TO IFRS 

IAS 31 

(NOTE 13.1.3 B)

 $ (22,532) 

(38,984) 

(6,050) 

(4,954) 

(2,708) 

– 

– 

(111) 

(75,339) 

(383,648) 

– 

24,567 

– 

(9,729) 

– 

(126,517) 

(271,283)

 $ (841,949) 

RECLASSI-
FICATIONS 

(NOTE 13.1.3 C)

 $ – 

– 

(448,286) 

327,749 

– 

– 

(101,943) 

120,537 

(101,943) 

21,706 

– 

– 

– 

101,943 

– 

262,465 

(198,393)

 $ 85,778 

OTHER 

(NOTE 13.1.3 D)

 $ – 

– 

– 

61 

– 

– 

– 

– 

61 

(2,495) 

(2,290) 

18,375 

(220) 

77,719 

– 

5,377 

–

 $ 96,527 

TAX EFFECT

 $ – 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

(3,759) 

– 

– 

–

 $ (3,759) 

IFRS

 $ 1,208,384 

34,874 

940,525 

322,856 

479,217 

– 

– 

120,426 

3,106,282 

1,798,917 

106,642 

541,654 

511,883 

166,174 

196,950 

141,325 

96,562

 $ 6,666,389 
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(IN THOUSANDS OF CANADIAN DOLLARS) 

GAAP IFRIC 12 

(NOTE 13.1.3 A) 

EQUITY AND LIABILITIES 

Current liabilities 
Trade and other payables  $ 1,615,232  $ –

Other current fi nancial liabilities – – 

Downpayments on contracts 353,788 – 

Deferred revenues 527,886 (355) 

Other current liabilities – – 

Current portion of long-term debt: 

Recourse 104,917 – 

Non-recourse from ICI 231,321 – 

2,833,144 (355) 

Non-current liabilities 
Long-term debt: 

Recourse 348,086 – 

Non-recourse from ICI 2,067,218 – 

Other non-current fi nancial liabilities – – 

Provisions – – 

Deferred tax liability 24,637 – 

Deferred revenues – – 

Other non-current liabilities 466,615 – 

Total liabilities 5,739,700 (355) 

Non-controlling interests 82,751 – 

Equity 
Share capital 400,550 – 

Contributed surplus 40,130 – 

Accumulated other comprehensive 

(loss) income (42,068) – 

Retained earnings 1,065,013 42,627 

Equity attributable to the 

Company’s shareholders 1,463,625 42,627 

Non-controlling interests – 1,444 

Total equity 1,463,625 44,071 

Total liabilities and equity  $ 7,286,076  $ 43,716

March 31, 2010 

EFFECT OF TRANSITION TO IFRS 

IAS 31 

(NOTE 13.1.3 B)

 $ (19,338) 

19,891 

– 

(1,679) 

(9) 

– 

(227,291) 

(228,426) 

– 

(685,202) 

– 

– 

– 

– 

4,493 

(909,135) 

– 

– 

– 

(3,107) 

70,293 

67,186 

– 

67,186

 $ (841,949) 

RECLASSI-
FICATIONS 

(NOTE 13.1.3 C)

 $ (291,603) 

176,407 

– 

5,718 

82,149 

– 

– 

(27,329) 

– 

– 

262,247 

110,811 

(24,637) 

197,731 

(433,045) 

85,778 

(82,751) 

– 

– 

– 

– 

– 

82,751 

82,751

 $ 85,778 

OTHER 

(NOTE 13.1.3 D)

 $ – 

13 

– 

– 

– 

– 

– 

13 

– 

– 

(1,187) 

21,455 

– 

– 

77,719 

98,000 

– 

– 

(1,517) 

30,256 

(30,246) 

(1,507) 

34 

(1,473)

 $ 96,527 

TAX EFFECT

 $ – 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

3,881 

3,881 

– 

– 

– 

(3,018) 

(4,622) 

(7,640) 

– 

(7,640)

 $ (3,759) 

IFRS

 $ 1,304,291 

196,311 

353,788 

531,570 

82,140 

104,917 

4,030 

2,577,047 

348,086 

1,382,016 

261,060 

132,266 

– 

197,731 

119,663 

5,017,869 

– 

400,550 

38,613 

(17,937) 

1,143,065 

1,564,291 

84,229 

1,648,520

 $ 6,666,389 
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RECONCILIATION OF EQUITY 

(IN THOUSANDS OF CANADIAN DOLLARS) 

NOTE 

Total shareholders' equity under GAAP 
Service concession arrangements 13.1.3 A 

Jointly controlled entities 13.1.3 B 

Reclassification of non-controlling interests to equity 13.1.3 C.1 

Measurement of available-for-sale securities 13.1.3 D.1 

Defi ned benefit plans and other post-retirement benefi ts 13.1.3 D.2 

Other 

Total adjustment to equity, before income taxes 

Income tax effect of the above 

Total adjustment to equity 

Total equity under IFRS 

13.1.3 A. SERVICE CONCESSION ARRANGEMENTS (IFRIC 12) 

EFFECT OF TRANSITION TO IFRS 

January 1, 2010 March 31, 2010

 $ 1,434,692  $ 1,463,625 

38,381 44,071 

60,065 67,186 

80,033 82,751 

15,432 20,964 

(19,366) (19,083) 

(3,268) (3,354) 

171,277 192,535 

(5,807) (7,640) 

165,470 184,895

 $ 1,600,162  $ 1,648,520 

Upon transition to IFRS, the Company will retrospectively adopt IFRIC 12, which provides guidance on the accounting for certain qualifying 

public-private partnership arrangements, whereby the grantor (i.e., usually the government): 

> controls or regulates what services the operator (the “concessionaire”) must provide with the infrastructure, to whom it must provide 

them, and at what price, and 

> controls any significant residual interest in the infrastructure at the end of the term of the arrangement. 

Typically, in a public-private service concession arrangement within the scope of IFRIC 12, the underlying infrastructure is used to deliver 

public services (e.g., roads, bridges, hospitals, electricity supply plants, etc.) to users of those services. The contractual arrangement 

between the government and the concessionaire is referred to as a “concession agreement”, under which the government specifi es the 

responsibilities of the concessionaire and governs the basis upon which the concessionaire will be remunerated. The concessionaire is 

usually responsible for the construction of the infrastructure, its operation and maintenance and its rehabilitation and is usually either 

paid by the government, the users, or both. In certain cases, the concessionaire can receive payments from the government during the 

initial construction phase. At the end of the term of a concession agreement, the infrastructure is returned to the government, often for 

no additional consideration. These arrangements vary greatly in duration, but terms of 20 to 40 years are usual. 

Under such concession arrangements, the concessionaire accounts for the infrastructure asset depending on the allocation of the demand 

risk between the government and the concessionaire, as follows: 

IFRIC 12 

S
N

C
-L

A
V

A
L

IN
 

2
0

1
0

 F
IN

A
N

C
IA

L
 R

E
P

O
R

T
 If the concessionaire does not If the concessionaire and 

If the concessionaire 
bear demand risk through the the government share

bears demand risk
usage of the infrastructure the demand risk 

Financial asset model Intangible asset model Bifurcated model 

62 



 

 

 

 

 

 

 

 

  

 

 

  

2010 MANAGEMENT’S 
DISCUSSION AND ANALYSIS 

The following Company’s ICI were identified as being within the scope of IFRIC 12 and will all be accounted for under the fi nancial 

asset model: 

NAME 

Chinook 

Ovation 

InTransit BC 

MIHG 

Okanagan Lake Concession 

TC Dôme 

EXISTING AS AT 
DATE OF TRANSITION 

ENTERED INTO AFTER 
DATE OF TRANSITION 

OWNERSHIP 
INTEREST 

50.0% 

100.0% 

33.3% 

60.0% 

100.0% 

51.0% 

DURATION 
INFRASTRUCTURE (YEARS) 

Road 33 

Concert hall 29 

Transit line 35 

Hospital 34 

Bridge 30 

Railway 35 

In these concession arrangements, the concessionaire usually subcontracts the EPC and O&M contracts to the Company’s subsidiaries 

or joint ventures. 

The table below highlights the main characteristics of the financial asset model being applied to the Company’s concession arrangements 

within the scope of IFRIC 12: 

Demand risk 

Impact on the Company’s 
consolidated statements 
of income 

Impact on the Company’s 
consolidated balance sheets 

The government bears demand risk as the government pays the Company a fixed monetary amount, usually conditional on 

availability and performance conditions, regardless of the usage of the infrastructure. 

General principle: 
The Company accounts for the total consideration as revenue, based on the fair value of each deliverable activity. Consistent 

with IFRS, intercompany profits generated by the Company’s subsidiaries or joint ventures acting as a contractor or operator 

for the concessionaire are not eliminated, resulting in the Company recognizing revenues and profit (loss) from all activities 

provided through the concession arrangement. 

Construction revenues: 
The Company recognizes revenues and costs relating to construction of an infrastructure in accordance with IAS 11, 

Construction Contracts, (“IAS 11”) under the same methodology as any other construction contract and classifi es these 

revenues as “Packages” activities. 

Operations and maintenance revenues: 
The Company recognizes revenues and costs relating to operations and maintenance of an infrastructure as any other 

operations and maintenance contract and classifies these revenues as “O&M” activities. 

Rehabilitation revenues: 
When rehabilitation activities are considered revenue-generating activities, revenues are recognized in accordance with 

IAS 11 under the same methodology as any other similar contract and classifies these revenues as “O&M” activities. 

Finance income: 
Finance income generated on financial assets is recognized using the effective interest method and is classified as revenue 

from “ICI” activities. 

Revenues recognized by the Company under the financial asset model are accumulated in “Receivables under service 

concession arrangements” on the Company’s consolidated balance sheets. The balance of this “Receivables under service 

concession arrangements” is reduced by the payments received from the government. 

13.1.3 B. INTERESTS IN JOINT VENTURES (IAS 31) 

The Company carries out certain of its activities through joint ventures, which are mainly jointly controlled operations for its Services, 

Packages and O&M activities, and jointly controlled entities for its ICI activities. 

JOINTLY CONTROLLED OPERATIONS 

Under GAAP, jointly controlled operations were accounted for by the proportionate consolidation method. Under IFRS, the Company 

will recognize the assets that it controls, the liabilities and expenses that it incurs, and its share of the revenues of the jointly controlled 

operations. Therefore, the Company does not expect any significant impact on its consolidated financial statements at the Date of 

Transition to IFRS or thereafter relating to the accounting of its jointly controlled operations. 

JOINTLY CONTROLLED ENTITIES 

Under IFRS, interests in jointly controlled entities are to be accounted for using either the equity method or the proportionate consolidation 

method. Under GAAP, such interests were accounted for using the proportionate consolidation method. 
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To better reflect the Company’s view of the nature of its jointly controlled entities, which are mainly ICI, the Company elected to use the 

equity method upon its transition to IFRS. The use of the equity method for jointly controlled entities provides the reader with a greater 

understanding of the Company’s underlying assets, earning base and financial resources as opposed to the proportionate consolidation 

method which recognizes the Company’s proportionate share of assets and liabilities that it does not control or for which it has no 

obligation, including debt that is non-recourse to the Company. 

IMPACT ON THE COMPANY’S CONSOLIDATED BALANCE SHEETS 

At the Date of Transition and at March 31, 2010 , the Company will eliminate its share of proportionately consolidated assets and liabilities 

of its interests in jointly controlled entities and recognize its net investment in these entities as “ICI accounted for by the equity or cost 

method” for its jointly controlled entities from ICI. 

Under GAAP, the proportionate consolidation method of accounting required the Company to recognize its proportionate share of the 

jointly controlled entities’ losses irrespective of the carrying amount of its investment in such jointly controlled entities. As a result, the 

balance of interests in jointly controlled entities was negative $60.1 million at January 1, 2010 (March 31, 2010: $67.2 million), mainly 

due to Highway 407. 

Under IFRS, the equity method requires the Company to stop recognizing its share of the losses of a jointly controlled entity when 

the recognition of such losses results in a negative balance for its investment, unless the Company has incurred legal or constructive 

obligations or made payments on behalf of the jointly controlled entity. Since the Company did not incur any legal or constructive 

obligations or did not make payments on behalf of these jointly controlled entities, the carrying amount of the Company’s investments 

in these jointly controlled entities is not negative under IFRS, but is recorded at $nil. 

Therefore, the change in accounting policy from the proportionate consolidation method used to account for the Company’s jointly 

controlled entities under GAAP to the equity method which is used to account for the Company’s jointly controlled entities under IFRS 

will be accounted for on a retrospective basis and will result in an increase of the Company’s equity of $60.1 million at the Date of 

Transition (an increase of $63.2 million in retained earnings and a decrease of $3.1 million in accumulated other comprehensive income) 

and of $67.2 million at March 31, 2010 (an increase of $70.3 million in retained earnings and a decrease of $3.1 million in accumulated 

other comprehensive income), mainly from the Company’s investment in Highway 407. 

IMPACT ON THE COMPANY’S CONSOLIDATED STATEMENT OF INCOME 

In regards to the statement of income, under GAAP, the proportionate consolidation method required the Company to consolidate its 

proportionate share of the jointly controlled entities’ revenues and expenses on a line-by-line basis. 

Under IFRS, the equity method requires the Company to recognize in its statement of income its share of net income (loss) of its jointly 

controlled entities for the period. Also, under the equity method, distributions receivable from a jointly controlled entity reduce the 

carrying amount of the investment recorded by the Company. Where dividends receivable from the jointly controlled entity are in excess 

of the carrying amount of the investment, the carrying value is reduced to $nil, but does not become negative, unless the Company has 

incurred legal or constructive obligations or made payments on behalf of the jointly controlled entity. Such excess amount of dividends 

receivable from a jointly controlled entity is recognized in net income of the Company. 

Accordingly, the adjustments to the Company’s consolidated statement of income for the three-month period ended March 31, 2010 

include: i) an elimination of revenues and expenses previously recognized by the Company under the proportionate consolidation method; 

ii) a recognition by the Company of its share of net income (loss) for the period of its jointly controlled entities which investment account 

shows a positive carrying amount as at March 31, 2010; and iii) a recognition by the Company of dividends from its jointly controlled 

entities where dividends are in excess of the carrying amount of the investment. 
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13.1.3 C. RECLASSIFICATIONS 

The following reclassifications will be made to the Company’s consolidated balance sheets as at January 1, 2010 and as at March 31, 2010, 

with the total impact presented under the “Reclassifications” column of the “Effect of IFRS adoption on the Company’s January 1, 2010 

(“opening balance sheet”) and March 31, 2010 consolidated balance sheets” tables: 

(IN THOUSANDS OF CANADIAN DOLLARS) 

BALANCE SHEET LINE ITEMS 

Current assets 
Trade and other receivables 

Other current fi nancial assets 

Deferred tax asset 

Other current assets 

Net impact on current assets 

Non-current assets 
Property and equipment: 

From ICI 

Deferred tax asset 

Non-current fi nancial assets 

Other non-current assets 

Net impact on non-current assets 

Total impact on assets 

Current liabilities 
Trade and other payables 

Other current fi nancial liabilities 

Deferred revenues 

Other current liabilities 

Net impact on current liabilities 

Non-current liabilities 
Other non-current 

fi nancial liabilities 

Provisions 

Deferred tax liability 

Deferred revenues 

Other non-current liabilities 

Net impact on non-current liabilities 

Non-controlling interests 
Equity 

Non-controlling interests 

Total impact on liabilities and equity 

January 1, 2010 

RECLASSI FICATIONS 

NOTE 13.1.3 C.1 NOTE 13.1.3 C.2 NOTE 13.1.3 C.3 NOTE 13.1.3 C.4

 $ –  $ (414,932)  $ –  $ – 

– 281,935 – – 

– – (112,557) – 

– 132,997 – – 

– – (112,557) – 

– – – 200,675 

– – 112,557 – 

– 188,670 – – 

– (188,670) – – 

– – 112,557 200,675 

– – – 200,675 

– (359,438) – – 

– 235,989 – – 

– – – 5,606 

– 121,757 – – 

– (1,692) – 5,606 

– 191,580 – – 

– – – – 

– (24,408) – – 

– – – 195,069 

– (165,480) – – 

– 1,692 – 195,069 

(80,033) –  –  –  

80,033  –  –  –  

80,033  –  –  –

 $ –  $ –  $ –  $ 200,675 

NOTE 13.1.3 C.5

 $ – 

– 

– 

– 

– 

(163,460) 

– 

– 

42,085 

(121,375) 

(121,375) 

– 

– 

– 

– 

– 

64,930 

– 

– 

– 

(186,305) 

(121,375) 

– 

– 

–

 $ (121,375) 

NOTE 13.1.3 C.6 TOTAL

 $ –  $ (414,932) 

– 281,935 

– (112,557) 

– 132,997 

– (112,557) 

– 37,215 

– 112,557 

– 188,670 

– (146,585) 

– 191,857 

– 79,300 

(30,869) (390,307) 

– 235,989 

– 5,606 

– 121,757 

(30,869) (26,955) 

– 256,510 

109,529 109,529 

–  (24,408) 

– 195,069 

(78,660) (430,445) 

30,869 106,255 

–  (80,033) 

–  80,033  

–  80,033

 $ –  $ 79,300 

Only line items of the Company’s consolidated balance sheet affected by the reclassifications at January 1, 2010 are shown in the table above. 
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(IN THOUSANDS OF CANADIAN DOLLARS) 

BALANCE SHEET LINE ITEMS 

Current assets 
Trade and other receivables 

Other current fi nancial assets 

Deferred tax asset 

Other current assets 

Net impact on current assets 

Non-current assets 
Property and equipment: 

From ICI 

Deferred tax asset 

Non-current fi nancial assets 

Other non-current assets 

Net impact on non-current assets 

Total impact on assets 

Current liabilities 
Trade and other payables 

Other current fi nancial liabilities 

Deferred revenues 

Other current liabilities 

Net impact on current liabilities 

Non-current liabilities 
Other non-current 

fi nancial liabilities 

Provisions 

Deferred tax liability 

Deferred revenues 

Other non-current liabilities 

Net impact on non-current liabilities 

Non-controlling interests 
Equity 

Non-controlling interests 

Total impact on liabilities and equity 

NOTE 13.1.3 C.1

 $ – 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

(82,751) 

82,751  

82,751

 $ – 

NOTE 13.1.3 C.2

 $ (448,286) 

327,749 

– 

120,537 

– 

– 

– 

262,465 

(262,465) 

– 

– 

(259,786) 

176,407 

– 

82,149  

(1,230) 

191,461 

– 

(24,637) 

– 

(165,594) 

1,230 

– 

– 

–

 $ – 

NOTE 13.1.3 C.3

 $ – 

– 

(101,943) 

– 

(101,943) 

– 

101,943 

– 

– 

101,943 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

–

 $ – 

March 31, 2010 

RECLASSI FICATIONS 

NOTE 13.1.3 C.4

 $ – 

– 

– 

– 

– 

203,449 

– 

– 

– 

203,449 

203,449 

– 

– 

5,718 

– 

5,718 

– 

– 

– 

197,731 

– 

197,731 

– 

– 

–

 $ 203,449 

NOTE 13.1.3 C.5

 $ – 

– 

– 

– 

– 

(181,743) 

– 

– 

64,072 

(117,671) 

(117,671) 

– 

– 

– 

– 

– 

70,786 

– 

– 

– 

(188,457) 

(117,671) 

– 

– 

–

 $ (117,671) 

NOTE 13.1.3 C.6

 $ – 

– 

– 

– 

– 

– 

– 

– 

– 

– 

– 

(31,817) 

– 

– 

– 

(31,817) 

– 

110,811 

– 

– 

(78,994) 

31,817 

– 

– 

–

 $ – 

TOTAL

 $ (448,286) 

327,749 

(101,943) 

120,537 

(101,943) 

21,706 

101,943 

262,465 

(198,393) 

187,721 

85,778 

(291,603) 

176,407 

5,718 

82,149  

(27,329) 

262,247 

110,811 

(24,637) 

197,731 

(433,045) 

113,107 

(82,751) 

82,751  

82,751

 $ 85,778 

Only line items of the Company’s consolidated balance sheet affected by the reclassifications at March 31, 2010 are shown in the table above. 
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13.1.3 C.1 RECLASSIFICATION OF NON-CONTROLLING INTERESTS 

Under IFRS, non-controlling interests are presented within equity as the non-controlling interests represent the residual interest in the 

net assets of the subsidiaries and therefore meet the definition of equity as per the Framework for the Preparation and Presentation of 
Financial Statements. Under GAAP, non-controlling interests were presented outside shareholders’ equity. The effect of the change is 

an increase in equity of $80.0 million at January 1, 2010 and of $82.8 million at March 31, 2010. 

13.1.3 C.2 RECLASSIFICATION OF FINANCIAL AND NON-FINANCIAL INSTRUMENTS 

Certain figures relating to financial and non-financial instruments have been reclassified to conform to the presentation adopted by the 

Company upon transition to IFRS as required by IAS 1, Presentation of Financial Statements, with no impact on the Company’s total 

assets, total liabilities or equity. 

13.1.3 C.3 RECLASSIFICATION OF DEFERRED TAX ASSET AND DEFERRED TAX LIABILITY 

Under GAAP, when an enterprise segregated its assets and liabilities between current and non-current assets and liabilities, the current 

and non-current portions of deferred tax liabilities and deferred tax assets were also segregated. 

Under IFRS, when an entity classifies its balance sheet by presenting current assets and current liabilities separately from non-current 

assets and non-current liabilities, it needs to classify deferred tax assets and deferred tax liabilities as non-current assets and non-

current liabilities. Therefore, a deferred tax asset of $112.6 million included in current assets will be reclassified to non-current assets 

on the Date of Transition ($101.9 million at March 31, 2010). 

13.1.3 C.4 TRANSFERS OF ASSETS FROM CUSTOMERS (IFRIC 18) 

AltaLink, a 76.92%-owned subsidiary of the Company, enters into certain transactions whereby it receives cash from customers dedicated 

to the construction of transmission lines and substations, which provide these customers with ongoing access to a supply of electricity. 

Under GAAP, there is no specific guidance applicable to such agreements and the amount of such cash received by AltaLink was presented 

as a reduction of the carrying value of the related items of property and equipment on the balance sheet. 

Upon transition to IFRS, the Company will retrospectively adopt IFRIC Interpretation 18, Transfers of Assets from Customers, (“IFRIC 18”). 

IFRIC 18 applies to transactions described above. As per IFRIC 18, when an entity receives a transfer of cash from a customer, it shall 

assess whether the constructed or acquired item of property, plant and equipment meets the definition of an asset. If the defi nition of 

an asset is met, the entity recognizes the item of property, plant and equipment at its cost and recognizes revenue or deferred revenue, 

as applicable, for the same amount based on the appropriate revenue recognition policy. 

The effect of this change will result in an increase in property and equipment of $200.7 million at January 1, 2010 ($203.4 million at 

March 31, 2010), with an equivalent increase to deferred revenues, of which $5.6 million is in current liabilities and $195.1 million is 

in non-current liabilities ($5.7 million and $197.7 million at March 31, 2010). This change will not have any impact on the Company’s 

retained earnings at January 1, 2010. 

The effect of this change will also result in an increase of revenue and of the depreciation expense by $1.4 million for the three-month 

period ended March 31, 2010, with no impact on net income. 

13.1.3 C.5 ASSET RETIREMENT OBLIGATION AND RATE-REGULATED ACTIVITIES 

Under IFRS, AltaLink’s asset retirement obligation at January 1, 2010 will be reduced from $186.3 million (March 31, 2010: $188.5 million) 

to $nil, combined with a decrease of $121.4 million (March 31, 2010: $117.7 million) in property and equipment and an increase of 

$64.9 million (March 31, 2010: $70.8 million) in other non-current fi nancial liabilities. 

AltaLink is an entity whose operations are subject to rate regulation. Under GAAP, it is subject to accounting for entities subject to rate 

regulation. Consequently, AltaLink presented certain of its intangible assets, such as land rights, together with property and equipment. 

Under IFRS, such intangible assets are to be presented as a separate line item on the balance sheet. Therefore, the effect of this 

reclassification will be a decrease of property and equipment of $42.1 million at January 1, 2010 ($64.1 million at March 31, 2010) and 

an increase in other non-current assets of the same amount. 
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13.1.3 C.6 PROVISIONS 

Under GAAP, the short-term portion of provisions was included in “trade and other payables” and the long-term portion of provisions 

was presented within “other non-current liabilities” on the balance sheet. Under IFRS, provisions have to be included in the balance sheet 

as a separate line item. Therefore, the effect of this reclassification will be a decrease of trade and other payables of $30.9 million and 

of other non-current liabilities of 78.7 million at January 1, 2010 ($31.8 million and $79.0 million at March 31, 2010) and an increase in 

provisions of the same amount. 

13.1.3 D. OTHER ADJUSTMENTS 

The following other adjustments will be made to the Company’s consolidated balance sheets at January 1, 2010 and March 31, 2010, 

with the total impact presented under the “Other” column of the “Effect of IFRS adoption on the Company’s January 1, 2010 (“opening 

balance sheet”) and March 31, 2010 consolidated balance sheets” tables: 

(IN THOUSANDS OF CANADIAN DOLLARS) 

BALANCE SHEET LINE ITEMS 

Non-current assets 
Property and equipment: 

From other activities 

ICI accounted for by the equity or cost method 

Deferred tax asset 

Non-current fi nancial assets 

Total impact on assets 

Non-current liabilities 
Other non-current fi nancial liabilities 

Provisions 

Other non-current liabilities 

Net impact on non-current liabilities 

Equity 
Contributed surplus 

Accumulated other comprehensive income (loss) 

Retained earnings 

Non-controlling interests 

Net impact on equity 

Total impact on liabilities and equity 

January 1, 2010 

OTHER ADJUSTMENTS 

NOTE 13.1.3 D.1 NOTE 13.1.3 D.2 NOTE 13.1.3 D.3 OTHER 

$ –  $ –  $ –  $ (2,280)

12,800 – – – 

– – – 38,775 

2,632 – – – 

15,432 – – 36,495 

– (1,528) – – 

– 20,894 – 988 

– – – 38,775 

– 19,366 – 39,763 

– – – (1,308) 

15,432 – 9,292 – 

– (19,400) (9,292) (1,960) 

–  34  –  –  

15,432 (19,366) – (3,268) 

$ 15,432  $ –  $ –  $ 36,495

Only line items of the Company’s consolidated balance sheet affected by the adjustments at January 1, 2010 are shown in the table above. 

TOTAL

 $ (2,280) 

12,800 

38,775 

2,632 

51,927 

(1,528) 

21,882 

38,775 

59,129 

(1,308) 

24,724 

(30,652) 

34  

(7 202)

 $ 51,927 
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(IN THOUSANDS OF CANADIAN DOLLARS) 

BALANCE SHEET LINE ITEMS 

Current assets 
Other current fi nancial assets 

Net impact on current assets 

Non-current assets 
Property and equipment: 

From infrastructure concession investments 

From other activities 

ICI accounted for by the equity or cost method 

Goodwill 

Deferred tax asset 

Non-current fi nancial assets 

Net impact on non-current assets 

Total impact on assets 

Current liabilities 
Other current fi nancial liabilities 

Net impact on current liabilities 

Non-current liabilities 
Other non-current fi nancial liabilities 

Provisions 

Other non-current liabilities 

Net impact on non-current liabilities 

Equity 
Contributed surplus 

Accumulated other comprehensive income (loss) 

Retained earnings 

Non-controlling interests 

Net impact on equity 

Total impact on liabilities and equity 

March 31, 2010 

OTHER ADJUSTMENTS 

NOTE 13.1.3 D.1 NOTE 13.1.3 D.2 NOTE 13.1.3 D.3 OTHER 

$ –  $ –  $ –  $ 61

– – – 61 

– – – (2,495) 

– – – (2,290) 

18,375 – – – 

– – – (220) 

– – – 77,719 

2,589 – – 2,788 

20,964 – – 75,502 

20,964 – – 75,563 

– – – 13 

– – – 13 

– (1,528) – 341 

– 20,611 – 844 

– – – 77,719 

– 19,083 – 78,904 

– – – (1,517) 

20,964 – 9,292 – 

– (19,117) (9,292) (1,837) 

–  34  –  –  

20,964 (19,083) – (3,354) 

$ 20,964  $ –  $ –  $ 75,563

Only line items of the Company’s consolidated balance sheet affected by the adjustments at March 31, 2010 are shown in the table above. 

13.1.3 D.1 MEASUREMENT OF UNLISTED SECURITIES 

TOTAL

 $ 61 

61 

(2,495) 

(2,290) 

18,375 

(220) 

77,719 

5,377 

96,466 

96,527 

13 

13 

(1,187) 

21,455 

77,719 

97,987 

(1,517) 

30,256 

(30,246) 

34  

(1,473)

 $ 96,527 

Under GAAP, available-for-sale equity securities that are not traded on an active market were measured at cost. Under IFRS, all available-

for-sale financial assets are measured at fair value, unless fair value is not reliably determinable. Upon transition to IFRS, the effect of 

the change will be an increase in equity of $15.4 million (March 31, 2010: $21.0 million), with an increase to ICI accounted for by the 

equity or cost method of $12.8 million ($18.4 million at March 31, 2010) and to non-current financial assets of $2.6 million ($2.6 million 

at March 31, 2010). 

After the Date of Transition, revaluation gains (losses) on these available-for-sale financial assets that are not traded on an active 

market are to be recognized in the statement of comprehensive income. When these available-for-sale financial assets are disposed 

of or are determined to be impaired, the cumulative amount of gains (losses) recognized in the statement of comprehensive income is 

reclassified from the “other components of equity” to the statement of net income and presented as a reclassification adjustment within 

the statement of comprehensive income. 

For the three-month period ended March 31, 2010, the revaluation gain on these equity securities amounted to $5.5 million. 
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13.1.3 D.2 DEFINED BENEFIT PLANS AND OTHER POST-RETIREMENT BENEFITS 

The Company has elected to apply the optional exemption in IFRS 1 and to recognize unamortized net actuarial losses for all its defi ned 

benefit plans in the consolidated balance sheet, i.e., the full net pension liability is recognized at January 1, 2010. The Company also 

applied IFRIC Interpretation 14 (“IFRIC 14”), The Limit on a Defi ned Benefit Asset, Minimum Funding Requirements and Their Interaction. 

The total effect of IFRS 1 and IFRIC 14 will be a decrease to equity at the Date of Transition of $19.4 million. 

13.1.3 D.3 CUMULATIVE TRANSLATION DIFFERENCE FROM FOREIGN OPERATIONS 

The Company has elected to reclassify cumulative translation losses included in accumulated other comprehensive income (loss), under 

“exchange differences on translating foreign operations” account, to retained earnings. The gain or loss on a subsequent disposal of any 

foreign operation excludes translation differences that arose before the Date of Transition. 

Upon transition to IFRS, the effect of the change will be a decrease to retained earnings and an increase to accumulated other comprehensive 

income of $9.3 million at January 1, 2010. 

13.1.4 EFFECT OF IFRS ADOPTION ON THE COMPANY’S CONSOLIDATED STATEMENT OF INCOME FOR THE THREE-MONTH PERIOD 
ENDED MARCH 31, 2010 

THREE-MONTH PERIOD ENDED MARCH 31, 2010 
(IN THOUSANDS OF CANADIAN DOLLARS, EXCEPT PER SHARE AMOUNTS) 

Revenues by activity: 
Services 

Packages 

O&M 

ICI 

Direct cost of activities 

Gross margin 
Selling, general and administrative expenses 

Net fi nancial expenses 

Interest and capital taxes 

Income before income taxes 
Income tax expense 

Non-controlling interests 

Net income for the period 

Net income attributable to: 
The Company’s shareholders 

Non-controlling interests 

Net income for the period 

Net income per share attributable to the 
Company’s shareholders (in $) 
Basic 

Diluted 

EFFECT OF TRANSITION TO IFRS 

RECLASSI-
GAAP IFRIC 12 IAS 31 FICATIONS OTHER IFRS 

(NOTE 13.1.3 A) (NOTE 13.1.3 B) (NOTE 13.1.4 A) 

$ 457,256  $ –  $ –  $ –  $ –  $ 457,256 

447,438 2,167 – – – 449,605 

383,212 (140) – – – 383,072 

98,284 4,049 (14,846) 1,413 108 89,008 

1,386,190 6,076 (14,846) 1,413 108 1,378,941 

1,120,336 (108) (6,197) 1,413 (209) 1,115,235 

265,854 6,184 (8,649) – 317 263,706 

133,116 (32) (2,187) 904 (788) 131,013 

– 534 (12,564) 36,675 462 25,107 

36,658 – – (36,658) – – 

96,080 5,682 6,102 (921) 643 107,586 

21,576 – (995) (921) 1,198 20,858 

2,584 – – (2,584) – – 

71,920 5,682 7,097 2,584 (555) 86,728 

71,920 5,656 7,097 – (547) 84,126 

– 26 – 2,584 (8) 2,602 

$ 71,920  $ 5,682  $ 7,097  $ 2,584  $ (555)  $ 86,728 

$ 0.48  $ 0.56 

$ 0.47  $ 0.55 
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13.1.4 A. RECLASSIFICATIONS 

Certain figures have been reclassified to conform to the presentation adopted by the Company upon transition to IFRS as required by 

IAS 1, Presentation of Financial Statements, with no impact on net income attributable to the Company’s shareholders. 

13.1.5 EFFECT OF IFRS ADOPTION ON KEY PERFORMANCE INDICATORS 
Following the initial adoption of IFRS, net income will now comprise the non-controlling interests’ portion of net income, while it does 

not under GAAP. Since the non-controlling interests do not significantly impact the net income of the Company and considering the 

potential impact on net income from the transition to IFRS, the Company’s annual long-term net income growth objective of 7% to 12% 

will remain unchanged under IFRS. 

As for the other key performance indicators mentioned in section 4 of this document, the ROASE and the net cash position objectives 

will also remain unchanged. 

13.1.6 POTENTIAL IMPACT ON BUSINESS ACTIVITIES, DISCLOSURE CONTROLS AND INTERNAL CONTROLS OVER FINANCIAL 
REPORTING, AND FINANCIAL REPORTING SYSTEMS 

As at December 31, 2010, the Company does not foresee any significant impact on clauses referring to GAAP contained in 

contractual agreements. 

As at December 31, 2010, the Company does not expect its disclosure controls and internal controls over financial reporting to be 

significantly impacted by its transition to IFRS. As part of its IFRS implementation plan, the Company has developed and implemented 

internal controls over its transition to IFRS process and has completed its update of internal policies and procedures for IFRS. 

As at December 31, 2010, the assessment of the impact on information systems regarding IFRS requirements for capturing data is 

substantially completed and no significant impact is expected. 

13.1.7 TRAINING SESSIONS 
In 2010, a number of additional IFRS internal training sessions were offered by the IFRS implementation team to management, audit 

committee members, members of the Board of Directors, as well as key finance personnel, such as divisional business controllers and 

other finance staff. Additional training sessions are planned to be provided as needed. 
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14 Risks and Uncertainties 
While management remains optimistic about SNC-Lavalin’s long-term outlook, the Company is subject to a number of risks and uncertainties 

in carrying out its activities. The Company has adopted various strategies, policies and practices to mitigate its risks and uncertainties. 

OVERVIEW 
SNC-Lavalin’s business is conducted under various types of contractual arrangements, including cost-plus, fi xed-fee, and 
fixed-price contracts, as well as investments in infrastructure concessions. SNC-Lavalin has developed and applies rigorous 
risk assessment, mitigation and management practices to reduce the nature and extent of the financial, technical and legal 
risks under each of these types of contractual agreements. 

Prior to submitting a proposal for a fixed-price project that exceeds a certain revenue threshold and/or contains elements 
considered to have a high or unusual risk, the proposal must be reviewed and analyzed by a Risk Evaluation Committee 
(“REC”). The REC is composed of managers with appropriate know-how who are responsible for recommending a course of 
action to both the proposal team as well as senior management for the project under consideration. In addition, proposals 
for projects exceeding a certain threshold must also be reviewed by the Company’s Bid and Investment Approval Committee 
(“BIAC”). The BIAC is composed of senior executives and, under certain circumstances, is expanded to include members of 
the Company’s Board of Directors when certain levels are reached or under specifi c circumstances. The BIAC also reviews 
proposed acquisitions or dispositions of businesses and ICI. 

As a result of the involvement of the REC and BIAC in a wide variety of projects, both committees are capable of bringing to 
the proposal team all lessons learned from other past and ongoing projects. This is an important method of bringing the latest 
developments directly to the attention of the proposal team for its consideration and action. 

In addition to the REC and BIAC, there are committees in charge of analyzing, among other factors, project proposals and 
performances at the divisional level, as well as peer reviews scheduled throughout the duration of certain selected projects. 

SERVICES, PACKAGES, AND O&M 
SNC-Lavalin’s continued commitment to sound risk management practices when undertaking Services, Packages, and O&M 
type contracts, includes technical risk assessments, rigorous drafting and legal review of contracts, applying stringent cost 
and schedule control to projects, the regular review of project forecasts to complete, the structuring of positive cash fl ow 
arrangements on projects, securing project insurance, obtaining third party guarantees, being selective when choosing partners, 
subcontractors and suppliers and other risk mitigating measures. Maintaining insurance coverage for various aspects of its 
business and operations is an important element in SNC-Lavalin’s risk management process. SNC-Lavalin elects, at times, 
to retain a portion of losses that may occur by applying selective self-insurance practices and professionally managing such 
retention through its regulated captive insurance companies. 
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In accordance with its business strategy, SNC-Lavalin makes select investments in infrastructure concessions, for which 
its technical, engineering and construction, project management, and O&M expertise, along with its experience in arranging 
project financing, represent a distinct advantage. 

Such investments give rise to risks and uncertainties, detailed below, that are mitigated by sound risk management practices 
applied when investing in infrastructure concessions, such as: 

> Independence of the Investment group from the engineering, construction, and O&M groups within SNC-Lavalin; 

> Detailed review and structuring of concession contract arrangements; 

> Detailed analysis of the risks specific to each investment, such as construction, operation, environment, and supply and 
demand estimates; 

> Ensuring, when applicable, the financial strength of equity partners, as well as ensuring that SNC-Lavalin’s interests in the 
concession are well aligned with those of its equity partners; 

> In-depth financial modelling performed in-house, coupled with independent third party modelling review; and 

> Review by independent third party consultants of financial projections and forecasts performed in-house. 

Despite all efforts deployed to mitigate risks and uncertainties, there is no guarantee that there will be no impact on the Company’s 

financial results and position if such risks or uncertainties materialized. 

Below is the list of risks and uncertainties facing the Company, for which it applies, in addition to the measures mentioned above, 

specifi c mitigating measures. 

COST OVERRUNS 

SNC-Lavalin benefits from cost savings, but bears the risk for cost overruns from fixed-price contracts. Contract revenues and costs 

are established, in part, based on estimates which are subject to a number of assumptions, such as those regarding future economic 

conditions, productivity, performance of our people and of subcontractors or equipment suppliers, price, availability of labour, equipment 

and materials and other requirements that may affect project costs or schedule, such as obtaining the required environmental permits 

and approvals on a timely basis. The risk of cost overruns is mitigated by regular and proactive monitoring by employees with appropriate 

expertise, regular review by senior management, and by securing the purchase price of certain equipment and material with suppliers. 

Cost overruns may also occur when unforeseen circumstances arise. 

PROJECT PERFORMANCE 

In certain instances, SNC-Lavalin may guarantee a client that it will complete a project by a scheduled date or that a facility will achieve 

certain performance standards. As such, SNC-Lavalin may incur additional costs, should the project or facility subsequently fail to meet 

the scheduled or performance standards. 
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LABOUR FACTORS 

The success of SNC-Lavalin ultimately depends on its workforce and the ability to attract and retain qualified personnel in a competitive 

work environment. The inability to attract and retain qualified personnel could result in, among other factors, lost opportunities, cost 

overruns, failure to perform on projects and inability to mitigate risks and uncertainties. This risk is mitigated by providing diversifi ed and 

compelling career opportunities, a safe and healthy work environment, as well as competitive compensation and benefi ts. 

Also, a portion of the Company’s workforce is unionized, mainly in its O&M activities, and unionized employees are working for various 

subcontractors. The Company’s or its subcontractors’ inability to reach satisfactory labour agreements, or a failure in a negotiation 

process with a union, could result in a strike, partial work stoppages, or other labour actions, potentially affecting the performance and 

execution of one or more projects. 

JOINT VENTURE PARTNERS 

SNC-Lavalin undertakes certain contracts with joint venture partners. The success of its joint ventures depends on the satisfactory 

performance of SNC-Lavalin’s joint venture partners in their joint venture obligations. The failure of the joint venture partners to perform 

their obligations could impose additional financial and performance obligations on SNC-Lavalin that could result in increased costs. 

SUBCONTRACTORS AND SUPPLIERS 

SNC-Lavalin undertakes contracts as Packages activities wherein it subcontracts a portion of the project or the supply of material 

and equipment to third parties. Should the subcontractors or suppliers fail to meet these standards by not delivering their portion of a 

project according to the contractual terms, including not meeting the delivery schedule or experiencing a deterioration of their fi nancial 

conditions, the ability of SNC-Lavalin to perform and/or to achieve the anticipated profitability on the project may be impacted. This risk 

is managed by rigorously selecting the third party subcontractors and suppliers, by proactively monitoring the project schedules and 

budgets and by obtaining letters of credit or other guarantees. 

CONCESSIONAIRE RISK 

When SNC-Lavalin holds an ownership interest in an infrastructure concession, it assumes a degree of risk associated with the fi nancial 

performance of the ICI during the concession period. Erosion of the Company’s investment value in such concessions is dependent on 

the ability of the concession to attain its revenue and cost projections as well as the ability to secure financing, both of which can be 

influenced by numerous factors, some partially beyond the concessionaire’s control, such as, but not limited to, political or legislative 

changes, lifecycle maintenance, traffic demand, when applicable, operating revenues, collection success and cost management. While 

ICI often have measures in place to mitigate their own risks, the value of the investments in these infrastructure concessions can be 

impaired. However, when investing in infrastructure concessions, the Company typically structures such transactions with debt fi nancing 

that is non-recourse to the general credit of the Company, which mitigates the potential impact on its financial results and position. 

CONTRACT AWARDS 

Obtaining new awards, which is a key component for the sustainability of profits, is a risk factor in a competitive environment for which 

SNC-Lavalin’s globally recognized technical expertise and diversity of activities, segments and geographic base have proven to be 

mitigating factors. 

BACKLOG 

Backlog includes contract awards that are considered firm and is thus an indication of future revenues. However, there can be no assurance 

that cancellations or scope adjustments will not occur, that the revenue backlog will ultimately result in earnings or when revenues and 

earnings from such backlog will be recognized. 
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FOREIGN CURRENCY RISK 

The Company’s activities outside Canada expose SNC-Lavalin to foreign currency exchange risks, which could adversely impact its 

operating results. SNC-Lavalin has a hedging strategy in place to protect itself against foreign currency exposure. The hedging strategy 

includes the use of forward foreign exchange contracts, which contain an inherent credit risk related to default on obligations by the 

counterparty. SNC-Lavalin reduces this credit risk by entering into foreign exchange contracts with sound fi nancial institutions, which 

SNC-Lavalin anticipates will satisfy their obligations under the contracts. 

INTEREST RATE RISK 

The Company’s non-recourse long-term debt from ICI and recourse long-term debt from other activities are interest-bearing and therefore, 

can be affected by fluctuations in interest rates. 

ICI usually reduce their exposure to interest rate risk by entering into fi xed-rate financing arrangements or by hedging the variability 

of interest rates through derivative financial instruments. Fixing the interest rates gives the ICI stable and predictable fi nancing cash 

outflows, which are usually structured to match the expected timing of their cash inflows. As a result, the changes in interest rates do 

not have a significant impact on SNC-Lavalin’s consolidated net income. 

The Company’s recourse long-term debt bears interest at a fixed rate and is measured at amortized cost, therefore, the Company’s net 

income is not exposed to a change in interest rates on these fi nancial liabilities. 

CREDIT RISK AND DELAY IN COLLECTION 

Credit risk corresponds to the risk of loss due to the client’s inability to fulfill its obligations with respect to trade and other receivables 

and contracts in progress. Delay in collection occurs when payments from clients exceed the contractually agreed payment terms. 

SNC-Lavalin’s capability to structure positive cash flow arrangements on projects significantly reduces the credit risk on certain projects. 

Furthermore, while a client may represent a material portion of trade and other receivables, and contracts in progress at any given time, 

the concentration of credit risk is limited due to the large number of clients comprising SNC-Lavalin’s revenue base, and their dispersion 

across different industry segments and geographic areas. 

SNC-Lavalin’s objective is to reduce credit risk by ensuring collection of its trade and other receivables on a timely basis. SNC-Lavalin 

internally allocates imputed interest to provide an incentive to project managers to collect trade and other receivables, as uncollected 

balances result in an internal cost for the related project, and as such, impacts the profitability of projects and of the associated operating 

segment, which is used to determine managers’ compensation. 

INFORMATION MANAGEMENT 

Information is critical to SNC-Lavalin’s success. The integrity, reliability and security of information in all forms are critical to the Company’s 

daily and strategic operations. Inaccurate, incomplete or unavailable information and/or inappropriate access to information could lead 

to incorrect financial and/or operational reporting, poor decisions, delayed reaction times to the resolution of problems, privacy breaches 

and/or inappropriate disclosure or leaking of sensitive information. The development of policies and procedures pertaining to security 

access, system development and change management is implemented with a view to enhancing and standardizing the controls to manage 

the information management risk. Recognizing the value of information, the Company is committed to managing and protecting it wisely, 

responsibly and cost effectively. SNC-Lavalin maintains accounting systems and internal controls over financial reporting which, in the 

opinion of management, provides reasonable assurance regarding the accuracy, relevance and reliability of financial information. The 

Company strives to improve upon its procedures and software in the control of project budgets and schedules, as well as the overall 

process of risk management. Important focus is put on continuous training of the Company’s employees so they will have the best tools 

and software to better manage projects. 
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ECONOMIC AND POLITICAL CONDITIONS 

A significant portion of SNC-Lavalin’s revenues are attributable to projects in international markets, which exposes SNC-Lavalin to a 

number of risks such as uncertain economic and political conditions in the countries in which SNC-Lavalin does business, restrictions on 

the right to convert and repatriate currency, political risks, and the lack of well-developed legal systems in some countries, which could 

make it difficult to enforce SNC-Lavalin’s contractual rights. SNC-Lavalin has over 40 years of involvement in international markets, 

which provides a valuable source of experience in assessing risks related to the international economic and political conditions. 

HEALTH AND SAFETY RISK 

SNC-Lavalin’s activities encompass a responsibility for health and safety. A lack of strong safety practices by SNC-Lavalin or its 

subcontractors may expose SNC-Lavalin to lost time on projects, penalties, lawsuits, and may impact future project awards as certain 

clients will take into account health and safety records when selecting suppliers. SNC-Lavalin has programs in place and policies and 

procedures that must be followed to ensure all its employees and subcontractors are fully committed to recognizing and understanding 

the hazards of their work site, assessing the risks with competence and mitigating the potentially harmful outcomes. Furthermore, the 

Company’s Board of Directors has established a Board committee to oversee all aspects of health and safety and environment. 

ENVIRONMENTAL RISK 

SNC-Lavalin, in providing engineering and construction, and O&M expertise and investing in infrastructure concession entities, is exposed 

to various environmental risks and is subject to complying with environmental laws and regulations which vary from country to country 

and are subject to change. The Company’s inability to comply with environmental laws and regulations could result in penalties, lawsuits 

and potential harm to its reputation. While mitigating its environmental risk through its monitoring of environmental laws and regulations 

and the expertise of its professionals in the environmental sector, SNC-Lavalin is committed to helping its clients continuously improve 

the integration of environmental protection issues into all their activities, both in Canada and abroad. Furthermore, the Company’s Board 

of Directors has established a Board committee to oversee all aspects of health and safety and environment. 

REPUTATIONAL RISK 

The consequence of reputational risk is a negative impact to the Company’s public image, which may influence its ability to obtain future 

projects. Reputational risk may arise under many situations including, among others, quality or performance issues on the Company’s 

projects, a poor health and safety record, non-compliance with laws or regulations, or creation of pollution and contamination. Prior to 

accepting work on a particular project, the Company mitigates reputational risk by performing due diligence, which includes a review of 

the client, the country, the scope of the project and local laws and culture. Once the decision to participate in a project has been taken, 

the corporate risk management process continues to mitigate reputational risk during both the proposal and execution stages through 

regular reviews including the Company’s Risk Evaluation Committee, and Bid and Investment Approval Committee process, and Audit 

Committee reviews, peer reviews and internal audits. 

BUSINESS ACQUISITIONS 

The integration of a business acquisition can be a challenging task that includes, but is not limited to, realization of synergies, cost 

management to avoid duplication, information systems integration, staff reorganization, establishment of controls, procedures, and 

policies, as well as cultural alignment. The inability to adequately integrate an acquired business in a timely manner might result in 

departures of qualified personnel, lost business opportunities and/or higher than expected integration costs. SNC-Lavalin manages this 

risk by selectively acquiring businesses with strong management and compatible culture and values, performing extensive due diligence 

procedures prior to completing any business acquisition and using its extensive experience from previous business integrations. 
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REGULATORY AND LEGAL RISK 

Given the nature of its operations and its global geographic presence, the Company is subject to various rules, regulations, laws, and other 

legal requirements, enforced by governments or other authorities. Non-compliance to these, and further regulatory developments, namely 

abrupt changes in foreign government policies and regulations, could have a significant impact on the Company’s results. Although it is 

not possible to predict the changes that may arise, SNC-Lavalin ensures it has in-depth knowledge of the actual rules and regulations 

of the industries and countries in which it performs activities. 

ANTI-BRIBERY LAWS 

As part of the regulatory and legal environments in which it operates, the Company is subject to anti-bribery laws that prohibit improper 

payments directly or indirectly to government officials, authorities or persons defined in those anti bribery laws in order to obtain or retain 

business or other improper advantages in the conduct of business. Failure to comply with such laws by the Company, could impact the 

Company in various ways that include, but are not limited to, criminal, civil and administrative legal sanctions. The Company’s controls, 

policies and practices are designed to ensure internal and external compliance with these laws. 

LITIGATION AND LEGAL MATTERS 

In the normal course of business, the Company is involved in various litigation, claims, and legal actions and proceedings, which arise 

from time to time, and that can implicate, although not exclusively, subcontractors, suppliers, employees and clients. Litigation and 

legal matters are subject to many uncertainties, and the outcome of individual matters is not predictable with assurance. SNC-Lavalin 

mitigates this risk by rigorous drafting and legal review of contracts and agreements, relying on the expertise of both internal and external 

legal resources, as well as maintaining proper insurance coverage. 

15 Fourth Quarter Results 
For the fourth quarter of 2010, net income increased to $139.2 million ($0.91 per share on a diluted basis), compared to $98.7 million 

($0.65 per share on a diluted basis) for the comparable quarter in 2009. The increase mainly reflects higher contributions from 

Infrastructure & Environment, Mining & Metallurgy, and Other Industries, partially offset by a lower contribution from Chemicals & 

Petroleum. The increase also reflects a net income increase from ICI, which included a net gain after taxes of $26.1 million from the 

disposals of Valener and Trencap in the fourth quarter of 2010. 

Revenues for the fourth quarter of 2010 totalled $1,895.4 million, compared to $1,583.2 million for the fourth quarter of 2009, due to 

higher volumes in all categories, mainly in Packages. 

The Company’s backlog totalled $13.0 billion as at December 31, 2010, compared to $12.7 billion as at the end of the third quarter 

of 2010, mainly reflecting an increase in Packages, primarily in Power. 

At the end of December 2010, the Company’s cash and cash equivalents were $1,288.2 million, compared to $1,049.3 million at 

the end of September 2010, mainly reflecting cash generated from operating activities, primarily from net income, and proceeds from 

disposals of two ICI, Valener and Trencap. 
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16 Additional Information 
The Company’s quarterly and annual financial information, its Annual Information Form and other financial documents are available on 

the Company’s website (www.snclavalin.com) as well as on SEDAR (www.sedar.com), the system used for electronically fi ling most 

securities-related information with the Canadian securities regulatory authorities. 

17 Controls and Procedures 
SNC-Lavalin’s CEO and the CFO are responsible for establishing and maintaining the Company’s disclosure controls and procedures 

(as defined in the rules of the Canadian Securities Administrators) as well as the internal control over fi nancial reporting. 

17.1 DISCLOSURE CONTROLS AND PROCEDURES 

The CEO and the CFO have designed disclosure controls and procedures, or have caused them to be designed under their supervision, 

in order to provide reasonable assurance that: 

> Material information related to the Company is made known to them; and 

> Information required to be disclosed in the Company’s filings is recorded, processed, summarized and reported within the time periods 

specified in securities legislation. 

Based on an evaluation carried out to assess the effectiveness of the Company’s disclosure controls and procedures, the CEO and the 

CFO have concluded that the disclosure controls and procedures were designed and operated effectively as of December 31, 2010. 

17.2 INTERNAL CONTROL OVER FINANCIAL REPORTING 

The CEO and the CFO have also designed internal controls over financial reporting, or have caused them to be designed under their 

supervision, in order to provide reasonable assurance regarding the reliability of financial reporting and the preparation of fi nancial 

statements for external purposes in accordance with GAAP. 

Based on an evaluation carried out to assess the effectiveness of the Company’s internal control over financial reporting, the CEO and the 

CFO have concluded that the internal control over financial reporting were designed and operated effectively as of December 31, 2010, 

using the framework set forth by the Committee of Sponsoring Organizations (“COSO”) of the Treadway Commission. 

17.3 CHANGES IN INTERNAL CONTROLS OVER FINANCIAL REPORTING 

There have been no changes in the Company’s internal controls over financial reporting that occurred during the most recent interim 

period and year ended December 31, 2010 that have materially affected, or are reasonably likely to materially affect, the Company’s 

internal controls over fi nancial reporting. 

18 Subsequent Event 
On February 10, 2011, SNC-Lavalin announced that it will acquire a 23.08% ownership interest in AltaLink from Macquarie Essential 

Assets Partnership (“MEAP”) for $213 million. The offer was presented in response to a binding offer received by MEAP from a third party 

pursuant to a right of first refusal held by SNC-Lavalin and would bring SNC-Lavalin’s ownership in AltaLink to 100%. The transaction 

is subject to customary closing conditions and regulatory approval, including approval from the Alberta Utilities Commission. 
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19 Quarterly Information 
YEAR ENDED DECEMBER 31 
(IN MILLIONS OF CANADIAN DOLLARS, 
EXCEPT PER SHARE AMOUNTS) 

Revenues by activity: 

Services 

Packages 

O&M 

ICI 

Gross margin 

Selling, general and 

administrative expenses 

Interest and capital taxes: 

From ICI 

From other activities 

Income before income taxes and 

non-controlling interests 

Income taxes: 

From ICI 

From other activities 

Non-controlling interests 

Net income 

Basic earnings per share ($)(1) 

Diluted earnings per share ($)(1) 

Dividend declared per share ($) 

Depreciation of property and equipment 

and amortization of other assets: 

From ICI 

From other activities 

SNC-Lavalin’s net income (loss) from ICI: 

From Highway 407 

From other ICI 

SNC-Lavalin’s net income excluding ICI 

Net income 

Revenue backlog (at end of quarter) 

Services 

Packages 

O&M 

2010 2009 

FIRST SECOND THIRD FOURTH FIRST SECOND THIRD FOURTH 
QUARTER QUARTER QUARTER QUARTER TOTAL QUARTER QUARTER QUARTER QUARTER TOTAL 

457.3 501.5 491.8 601.3 2,051.9 559.8 568.8 535.7 557.1 2,221.4 

447.4 537.8 666.1 757.7 2,409.0 566.8 575.5 472.5 587.4 2,202.2 

383.2 255.9 308.2 383.2 1,330.5 409.4 241.3 311.9 335.3 1,297.9 

98.3 130.9 141.2 153.2 523.6 89.7 84.8 102.3 103.4 380.2 

1,386.2 1,426.1 1,607.3 1,895.4 6,315.0 1,625.7 1,470.4 1,422.4 1,583.2 6,101.7 

265.9 320.7 347.6 397.5 1,331.7 267.8 260.8 306.0 316.5 1,151.1 

133.1 147.6 133.9 171.0 585.6 137.0 131.7 128.8 148.1 545.6 

29.8 33.9 43.7 44.4 151.8 26.3 21.1 32.6 32.2 112.2 

6.9 8.6 4.1 3.5 23.1 0.3 1.2 7.2 7.3 16.0 

36.7 42.5 47.8 47.9 174.9 26.6 22.3 39.8 39.5 128.2 

96.1 130.6 165.9 178.6 571.2 104.2 106.8 137.4 128.9 477.3 

1.0 7.0 4.5 2.6 15.1 1.6 5.6 1.1 0.1 8.4 

20.6 22.1 31.6 34.0 108.3 23.1 19.1 31.7 25.9 99.8 

21.6 29.1 36.1 36.6 123.4 24.7 24.7 32.8 26.0 108.2 

2.6 3.8 1.6 2.8 10.8 2.0 2.1 1.4 4.2 9.7 

71.9 97.7 128.2 139.2 437.0 77.5 80.0 103.2 98.7 359.4 

0.48 0.65 0.85 0.92 2.89 0.51 0.53 0.68 0.65 2.38 

0.47 0.64 0.84 0.91 2.87 0.51 0.53 0.68 0.65 2.36 

0.17 0.17 0.17 0.21 0.72 0.15 0.15 0.15 0.17 0.62 

22.1 22.4 23.9 25.4 93.8 22.7 19.9 20.8 23.2 86.6 

10.2 9.7 9.5 10.2 39.6 10.0 10.9 11.6 11.0 43.5 

32.3 32.1 33.4 35.6 133.4 32.7 30.8 32.4 34.2 130.1 

2.1 5.6 4.8 0.4 12.9 1.4 1.3 2.2 4.9 9.8 

6.6 19.1 12.5 31.8 70.0 3.0 (1.0) 7.3 17.8 27.1 

63.2 73.0 110.9 107.0 354.1 73.1 79.7 93.7 76.0 322.5 

71.9 97.7 128.2 139.2 437.0 77.5 80.0 103.2 98.7 359.4 

1,412.7 1,485.4 1,429.1 1,410.7 1,520.4 1,612.1 1,570.2 1,464.9 

4,477.1 4,348.3 5,764.3 5,912.1 3,154.5 3,809.9 3,495.2 4,197.5 

2,914.5 2,808.8 2,621.3 2,732.8 1,893.5 2,004.9 2,587.0 2,596.1 

2,637.0 2,740.5 2,846.4 2,949.9 2,412.3 2,487.3 2,543.7 2,578.7 

11,441.3 11,383.0 12,661.1 13,005.5 8,980.7 9,914.2 10,196.1 10,837.2 
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(1) Quarterly basic and diluted earnings per share are calculated using the weighted average number of shares outstanding for the quarter, while annual basic 

and diluted earnings per share are calculated using the weighted average number of shares for the full year. 
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