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Disclaimer
 The analyses and conclusions of Queen’s Capital contained herein are based on publicly available information. The
 analyses provided may include certain statements, estimates and projections prepared with respect to, among other
 things, the historical and anticipated operating performance of the companies, access to capital markets and the values
 of assets and liabilities. Such statements, estimates, and projections reflect various assumptions by Queen’s Capital
 concerning anticipated results that are inherently subject to significant economic, competitive, and other uncertainties
 and contingencies and have been included solely for illustrative purposes. Actual results may vary materially from the
 estimates and projected results contained herein.
 Queen’s Capital assumes no responsibility or liability for any error, inaccuracy, or omission contained that may be made
 of such information by the viewer. No information herein may be replicated without prior consent by the Executive Board
 of Queen’s Capital.
 www.queenscapital.ca 2
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Summary
 Management Overview
 • One of the leading engineering and construction groups in the world,
 and major player in the ownership of Infrastructure
 • Has International presence - located in over 50 countries
 • Mining & Metallurgy
 • Oil & Gas
 • Infrastructure
 • Power
 • SNC-Lavalin provides: engineering, construction, procurement,
 financing & asset management, operations & maintenance
 4
 Company Overview Industry Overview Investment Thesis Catalysts & Risks Valuation Appendix
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 Company Overview
 Key Markets & Services
 Price Volume Chart
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 SNC-Lavalin Group Inc. (TSX:SNC) - Common Stock - Volume TSX:SNC - Share Pricing
 Name Neil Bruce Alain-Pierre Raynaud
 David G. Wilkins
 Position CEO, President & Director
 CFO, Executive VP Chief Compliance Officer
 Background Former COO at SNC, and former COO of AMEC plc. Has over 30 years of experience in oil and gas and natural resources.
 Former CEO of AREVA UK.
 Former VP of the American Red Cross, and former Associate General Director of Ethics & Compliance at Dow Chemical Company.
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Industry Expansion
 Current Performance
 • Over the past five years, the Engineering Services industry has
 experienced mixed conditions and is expected to increase at an
 annualized 3.3% to $29.6 billion.
 • Primarily, private investments are expected to drive new growth in
 industry, especially in power generation engineering services
 • Revenue is projected to increase at an average annual rate of 2.0%
 to $32.7 billion over the next four years
 • Value of nonresidential construction is expected to grow at ~2.67% on
 average over the next 5 years with 6.62% growth in 2016
 • Increase in government expenditure creates a potential threat for
 industry
 • Increased demand from building, developing & general contracting but
 decreased demand from mining sector
 • Engineering Services industry provides services to a variety of large
 projects often funded through lending. Increase in overnight rate rises
 project costs.
 5www.queenscapital.ca
 Industry Outlook
 Key External Drivers
 Short Term Recovery
 • Supply downstream sectors including infrastructure, mining, power &
 energy
 • Industry has benefited from increased demand of energy clients
 (renewable)
 Deterioration in Investments
 • Inflation in property market caused investor uncertainty to rise leading to
 many companies reevaluating new investments
 • Mining & oil extraction industries hurt by falling commodity prices
 reduced demand for engineering services
 • Engineering firms are looking to offer value-added services (O&M)
 Government Intervention
 • Recently there has been a slowdown in government expenditure &
 investment –expected to remain stagnant over the next 5 years
 Profit & Technology
 • Increased margins over the past five years
 • Industry has undergone significant consolidation & strategic acquisitions
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Investment Thesis I – Revenue Backlog & Intl. Expansion
 Revenue Backlog
 • Strong overall revenue backlogs in Q3 2015 of $12.7bn, an
 increase from Q3 2014 of $12.5bn
 • 3-year CAGR of 12.75%
 • Big portion of this can be attributed to Kentz Acqusition
 • Likely to see delayed synergies realized in late ‘16-’17
 • Good to see backlogs rising in tough economic conditions,
 especially in such a cyclical industry
 • Out of backlogged Revenue the most problematic sub-sector is
 M&M
 • $400mm compared to $891mm in 2014 Q3
 • ICI to increase this year based upon Liberal party infrastructure
 policy
 • Offset losses in other lacking sectors (M&M, O&G)
 6
 Continued International Expansion
 www.queenscapital.ca
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 • SNC-Lavalin has noticed the need to reduce their exposure to
 their domestic markets
 • Mitigating this through focusing more on markets that
 possess high growth in their core competencies, such
 as MEA and Latin America
 • Synergies from the acquisition of Kentz in August 2014 are just
 starting to be realized
 • Kentz are still continuing to sign contracts in the
 Middle-East, even in such a turbulent O&G market
 SNC-LAVALIN
 KENTZ
 Company Overview Industry Overview Catalysts & Risks Valuation AppendixInvestment Thesis
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Investment Thesis II – Strong recovery from 2012 scandal
 407 & Developing ICI Portfolio Strong Revenue Growth
 • Revenues hold increasing trend for the
 past 6+ years
 • Most recently, following scandal,
 experiencing 3Y CAGR of 7.24%
 • Mgmt. has goals to double revenues
 between 2013-2018
 7www.queenscapital.ca
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 Dividend Yield
 Safe, Consistent, and Growing Dividends
 • Maintained a trend of increasing dividend
 payments for the past 14 years
 • Most recently, following scandal,
 experiencing 3Y CAGR of 7.71%
 • While it is a reasonably low yield, it is
 nice given current stock market
 environment
 • SNC-Lavalin has continued its efforts to
 re-focus its overall business strategy to
 returning to its E&C core business
 • This has been done through divesting
 some of its assets in its ICI business over
 the past few years
 • One of their biggest ICI assets is their
 16.67% stake in the 407, which they are
 taking offers for
 • In the Q3 2015:
 • Sold 5% stake in Ambatovy
 Nickel Project ($600.7mm)
 • Sold 100% stake in Ovation
 ($77.6mm)
 Industry Overview Catalysts & Risks Valuation AppendixInvestment ThesisCompany Overview
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Investment Thesis III – Infrastructure Policy (Macro Outlook)
 Policy Overview
 Infrastructure Bank
 • Trudeau and the Liberal party have a
 commitment to improving the
 infrastructure across Canada
 • Allocated an additional $60bn, bringing
 the total budget to $125bn over 10 years
 • As SNC-Lavalin is one of the leaders in
 the Canadian E&C industry, they will be
 in a prime position to acquire some of
 these contracts
 • Although it is planned to be implemented
 in early 2016, realise that these
 implementations will not be quick to take
 place
 • They will likely only be realized in late ‘16
 to ’17
 • Additionally, Trudeau is not afraid to run a
 deficit of up to $10bn, before returning to
 a balanced budget in ‘19
 • There are also plans to implement a
 Canadian infrastructure bank, where its
 primary function would be to fund ‘public
 infrastructure projects while leveraging on
 the government healthy credit and
 lending powers.’
 • The budget will be equally allocated
 towards three sectors: public transit,
 social, and green infrastructure
 • Especially beneficial to SNC-
 Lavalin as they have focused on
 transit in a lot of their past
 projects
 8
 Improving CAD Economy
 • This will also benefit the CAD economy
 as a whole, providing potential for growth
 in an expected growth lacking year
 • According to Finance Canada,
 every $1 spent on infrastructure
 increases economic growth by
 $1.5
 • Infrastructure spending the most
 effective form of stimulus
 • Private sector economists
 speculate this spending will
 boost growth by ~0.5%
 www.queenscapital.ca
 Company Overview Industry Overview Investment Thesis Catalysts & Risks Valuation Appendix
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Potential Buyout
 • Low loonie value and share price could trigger potential buy offers
 from international companies
 • Previous companies who were said to be interested included Grupo
 ACS of Spain and WorleyParsons of Australia
 • SNC owns a 16.77% stake
 • Conservative estimate of 8.4% revenue growth in 2016 for 407 ETR
 • Traffic growth (2% annually) & expansion eastward of ETR will add to
 revenue
 • Plans to sell stake in 407… “Sytchev also addressed SNC’s plan to
 sell its stake in the 407, noting that he doesn’t think investors are too
 worried about any delays given the economic downturn.”
 9
 Company Overview Industry Overview Investment Thesis Catalysts & Risks Valuation Appendix
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 Catalysts
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Risks
 10www.queenscapital.ca
 Risk II: International Operations
 • SNC-Lavalin’s business is dependent on
 continued success of international
 projects
 • Risks include:
 • Recessions/economic crises
 • FX risk
 • Changes in foreign government
 policies, laws, etc.
 • Acts of war, civil unrest, etc.
 • Changes in tax laws
 • Limitations of company’s ability
 to recover funds outside of
 Canada
 Risk I: Canadian Dependency
 • The company obtains the majority of its
 revenues from Canada and 1/3 of
 revenues from O&G worldwide
 • Increase in international companies
 entering into Canadian marketplace has
 made market more competitive
 • Company is very tied to oil and Canadian
 economy
 Risk III: Fraud Scandal
 • SNC is accused of fraud and corruption
 by the RCMP in relation to operations in
 Libya from 2001-2011
 • Accusation alone tarnishes brand image;
 guilty verdict could lead to debarment
 from participating in projects from certain
 governments
 • Company is already barred from bidding
 in World Bank related projects for 10
 years due to corruption
 • Settling accusations out of court could
 benefit SNC, however there is no known
 news related to this
 SNC charged with fraud in
 Libya by RCMP
 Preliminary hearing of trials
 relating to MUHC beginSNC awarded contract to
 build McGill University
 Health Centre (MUHC)
 April 2010
 Duhaime & Aissa (former
 CEO & VP) charged with
 fraud relating to MUHC
 contract
 November 2012 February 2015 March 2015 2016
 No trials thus far relating to
 Libya scandal –remains
 potential business risk for
 SNC
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Valuation
 11www.queenscapital.ca
 Company Comparable Analysis
 Industry Overview Investment Thesis Catalysts & Risks Appendix
 EV/EBITDA EV/Revenue
 (All values listed in CA$ Day Close Price Market
 Latest
 Total
 Value Latest
 LTM NTM FY+1 LTM NTM FY+1 P/E P/BV Dividen
 Yield
 Aecon Group Inc. (TSX:ARE) 14.63 826.0 1,240.1 7.80x 7.54x 7.15x 0.40x 0.41x 0.44x 15.43x 1.20x 2.7%
 Stuart Olson Inc. (TSX:SOX) 5.69 150.4 248.3 6.10x 5.20x 4.91x 0.20x 0.23x 0.22x 14.40x 0.70x 8.4%
 Bird Construction Inc. 12.0 510.2 357.4 5.00x 5.33x 4.90x 0.30x 0.22x 0.25x 13.01x 3.00x 6.3%
 Stantec Inc. (TSX:STN) 30.88 2,916.2 3,222.6 10.6x 8.87x 9.68x 1.4x 1.24x 1.32x 15.15x 1.10x 1.4%
 WSP Global Inc. (TSX:WSP) 38.39 3,829.0 4,325.8 11.40x 8.50x 9.80x 0.80x 0.89x 0.98x 14.24x 1.30x 3.9%
 SNC-Lavalin Group Inc. 40.98 6,137.7 5,076.4 11.1x 7.02x 8.11x 0.5x 0.55x 0.54x 15.12x 1.6x 2.4%
 Mean 23.76 2,394.92 2,411.77 8.7x 7.1x 6.9x 0.6x 0.6x 0.6x 14.6x 1.5x 4%
 Premium28% -1% 9% -17% -7% -14% 4% 8% -43%
 Company Overview Valuation
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Valuation
 12www.queenscapital.ca
 3 Year EBITDA Multiple Method
 E&C Value
 EBITDA mean 389
 2017E EV/EBITDA 6.9x
 E&C EV 2,678
 Add: Cash 2,448
 Less: Total Debt (1,364)
 Less: Minority (22)
 E&C Equity Value 3,739
 Shares Outstanding 150
 Price Portion $24.93
 Highway 407 - Dividend Discount Method
 2015 Dividend 750
 Weighting 16.67%
 Dividend (2015) 125
 Dividend (2016E) 131
 Re 9.74%
 Dividend Growth Rate 6.5%
 Lease Years Remaining 81
 Highway 407 Stake 2,766
 Post Tax 2,229
 Shares Outstanding 150
 Price Portion $14.86
 Other ICI at Net Book Value
 ICI Investments, at Net Book Value 803
 Shares Outstanding 150
 Price Portion $5.36
 Industry Overview Investment Thesis Catalysts & Risks Appendix
 Historical Forecast Period
 (All values listed in CA$ millions) 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
 E&C Revenue 7,149 7,335 9,094 8,990 9,505 10,087 10,620 9,986 10,418 10,643 10,876 11,119 11,370
 Revenue Growth - 2.6% 24.0% (1.1%) 5.7% 6.1% 5.3% (6.0%) 4.3% 2.2% 2.2% 2.2% 2.3%
 Operating Expenses (892) (1,017) (1,000) (935) (922) (928) (4,778) (4,592) (4,791) (4,895) (5,002) (5,113) (5,229)
 Operating Income (242) (316) 168 216 295 363 5,842 5,394 5,627 5,748 5,875 6,005 6,141
 Add: Depreciation & Amortization (E&C) 68 114 145 106 93 94 98 103 101 103 105 107 109
 EBITDA (E&C) (174) (202) 313 322 388 457 5,940 5,496 5,728 5,851 5,979 6,112 6,250
 Company Overview Valuation
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Target Price
 13www.queenscapital.ca
 Industry Overview Investment Thesis Catalysts & Risks Valuation Appendix
 Sum of the Parts Valuation
 EBITDA Multiple Method
 Implied Share Price $24.93
 Highway 407 - Dividend Discount Method
 Implied Share Price $14.86
 Other ICI, Net Book Value
 Implied Share Price $5.36
 Total Implied Share Price $45.15
 Share Price (Feb 22) $40.05
 Estimated Upside 12.7%
 Dividend Yield (Feb 22) 2.6%
 Total Return 15.3%
 • SNC-Lavalin’s share price has been heavily affected by bad mistakes
 it has made in its history, which has caused its share price to fall far
 below what its core business is worth
 • The core catalyst to whether it will be a viable investment decision
 lies mainly in its forth coming litigation case over the coming years
 Analyst Estimates
 Final Recommendations
 Target Price
 Company Overview
 $43.00
 $45.15
 $46.00
 $47.00
 $49.00
 $42.00 $44.00 $46.00 $48.00 $50.00
 Raymond…
 Personal
 TD
 CIBC
 RBC
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Thank You
 14
 Andi Geng
 Analyst – Queen’s Capital
 Alexandra Baccellieri
 Analyst – Queen’s Capital
 www.queenscapital.ca
 Cameron Piening
 Portfolio Manager – Queen’s Capital
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