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The following Management Discussion and Analysis (“MD&A”) of operating results and financial position of
IBI Group Inc. and its subsidiaries (the “Company”) for the year ended December 31, 2021 should be read
in conjunction with the accompanying audited consolidated financial statements for the year ended
December 31, 2021, including the notes thereto. Additional information relating to the Company, including
its Annual Information Form for the year ended December 31, 2021 is available on SEDAR at
www.sedar.com.

The financial information and tables presented herein have been prepared on the basis of International
Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board
(“IASB”), for financial statements and are expressed in thousands of Canadian dollars except for per share
amounts. Certaininformation in this MD&A are based on non-IFRS measures, which have been defined on
page 57 of this MD&A.

FORWARD-LOOKING STATEMENTS

This report includes certain forward-looking statements that are based on the available information and
management’s judgements as at the date of this report. The forward-looking statements are subject torisks
and uncertainties that may cause the actual results to differ materially from those anticipated in the
discussion. See “Forward-Looking Statements and Risk Factors” below for more information.

FORWARD-LOOKING STATEMENTS AND RISK FACTORS

Certain statements in this MD&A may constitute “forward-looking” statements which involve known and
unknown risks, uncertainties and other factors which may cause the actual results, performance or
achievements of the Company and its subsidiary entities, including 1Bl Group Partnership (“IBI Group”) or
the industry in which they operate, to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. When used in this MD&A, such
statements use words such as “may”, “will”, “expect”, “believe”, “plan” and other similar terminology. These
statements reflect management’s current expectations regarding future events and operating performance
and speak only as of the date of this MD&A. These forward-looking statements involve a number of risks
and uncertainties, including those related to: (i) the Company’s ability to maintain profitability and manage
its growth; (ii) the Company’s reliance on its key professionals; (iii) competition in the industry in which the
Company operates; (iv) timely completion by the Company of projects and performance by the Company
of its obligations; (v) fixed-price contracts; (vi) the general state of the economy; (vii) risk of future legal
proceedings against the Company; (viii) the international operations of the Company; (ix) reduction in the
Company’s backlog; (x) fluctuations in interest rates; (xi) fluctuations in currency exchange rates; (xii)
upfront risk of time invested in participating in consortia bidding on large projects and projects being
contracted through private finance initiatives; (xiii) limits under the Company’s insurance policies; (xiv) the
Company’s reliance on distributions from its subsidiary entities and, as a result, its susceptibility to
fluctuations in their performance; (xv) unpredictability and volatility in the price of Common Shares (defined
below); (xvi) the degree to which the Company is leveraged and the effect of the restrictive and financial
covenants in the Company’s credit facilities; (xvii) the possibility that the Company may issue additional
Common Shares (defined below) diluting existing Shareholders’ interests; (xviii) income tax matters. These
risk factors are discussed in detail under the heading “Risk Factors” in the Company’s Annual Information
Form for the year ended December 31, 2021. New risk factors may arise from time to time and it is not
possible for management of the Company to predict all of those risk factors or the extent to which any factor
or combination of factors may cause actual results, performance or achievements of the Company to be
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materially different from those contained in forward-looking statements. Given these risks and uncertainties,
investors should not place undue reliance on forward-looking statements as a prediction of actual results.
Although the forward-looking statements contained in this MD&A are based upon what management
believes to be reasonable assumptions, the Company cannot assure investors that actual results will be
consistent with these forward-looking statements. These forward-looking statements are made as of March
9, 2022.

The factors used to develop the Company’s revenue forecast in this MD&A include the total amount of work
the Company has signed an agreement with its clients to complete, the timeline in which that work will be
completed based on the current pace of work the Company achieved over the last 12 months and which it
expects to achieve over the next 12 months. The Company updates these assumptions at each reporting
period and adjusts its forward-looking information as necessary.

COMPANY PROFILE

The business of the Company is conducted through IBI Group, a technology-driven design firm providing
clients globally with architecture, engineering, planning, systems and technology services operating out of
over 60 offices in major urban centres across the globe.

IBI’s Consulting services business is concentrated in three practice areas;

INTELLIGENCE BUILDINGS INFRASTRUCTURE
e Software e Architecture o Civil engineering
e Systems design e Interior design e Landscape architecture
e Systems integration e Mechanical, Structural & e Planning
e Operations Electrical engineering e Transportation
e End-user services e Urban design

By integrating productivity tools, processes and technology innovations developed through IBI’s Intelligence
practice, the Company has been able to drive incremental growth in its traditional Buildings and
Infrastructures practices, while generating more efficient results for IBI clients. IBI's track record of
delivering premium, technology-driven results is a key firm differentiator and when combined with rising
urbanization, is expected to contribute to the Company’s continued growth across all three practice areas.

IBI Group’s professionals have a broad range of professional backgrounds and experience in urban design
and planning, architecture, civil engineering, transportation engineering, traffic engineering, systems
engineering, urban geography, real estate analysis, landscape architecture, communications engineering,
software development, and many other areas of expertise, all contributing to the three areas in which IBI
Group practices.

The firm’s clients include national, provincial, state, and local government agencies and public institutions,
as well as leading companies in the real estate building, land and infrastructure development, transportation
and communication industries, as well as other business areas.
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CORE BUSINESS OVERVIEW

IBI markets its services and technologies through the three practice areas outlined above and manages
business operations both by geographic region, in Canada and international locations, and by sector in the
United States and the United Kingdom.

Intelligence

The skills and solutions within IBI’s Intelligence practice are key elements that support IBI’s position as a
technology-driven design firm. The consulting practice includes advisory services, the design of systems,
strategic advice on systems operation, deployment and assistance through to the implementation of
industry solutions. IBI provides complete systems solutions in tolling, traffic and transit management, airport
groundside management, lighting, and Supervisory Control and Data Acquisition (SCADA) applications for
control of water and waste-water systems. Work to deliver new solutions that can be introduced to clients
is underway in the areas of smart cities, asset management (including the InForm by IBI Group solution),
energy optimization (including BluelQ), traveller information systems (including TravellQ) and data
analytics.

Buildings

The Company’s expertise in architecture, interior design and mechanical, structural & electrical engineering
support IBI’s Buildings sector, which includes projects across a variety of building types, including social
infrastructure in health care, design for education, including schools, colleges, and universities; high
density, high rise residential and mixed-use developments, low-rise buildings; industrial facilities, high-rise
office buildings, retail space, institutional buildings, recreation, hotel and resort facilities. While the IBI
Buildings practice covers a wide range of projects, the majority of the Company’s practice is focused on
four building types: mixed-use and residential development, healthcare, education and transportation
facilities. Continued urbanization in global centres is expected to provide a growing portfolio of potential
projects.

Infrastructure

The Company’s expertise in civil engineering, landscape architecture, planning, transportation and urban
design support IBI's Infrastructure practice. Services provided within the Infrastructure practice support
transportation development, deployment and management - within and between urban areas - including all
modes of private and public transportation for passengers (bus, light rail transit, heavy commuter rail,
subway, heavy rail, high-speed rail, airports, marine transportation, and highway and road systems)and for
freight transportation (trucks, rail, air, and marine). While the Infrastructure business is quite diverse, the
majority of the Company’s practice is focused on three core areas: land engineering covering all municipal
utilities (sewer, power, water, and roads); placemaking services related to brownfield redevelopment in
major metropolitan areas; and transportation planning and engineering.
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OUTLOOK
The following represents forward-looking information and users are cautioned that actual results may vary.

Management is forecasting approximately $457 million in total net revenue for the year ended December
31, 2022. The Company currently has $623 million of work that is committed and under contract for the
next five years, and at the same date has 17 months of backlog (calculated on the basis of the current pace
of work that the Company has achieved during the 12 months ended December 31, 2021). The Company
is alsoin a strong position to meet its current and future working capital needs with its current cash reserves
and available credit facility borrowings.

The Company bases its view of industry performance on their results in relation to their direct competitors
and by reports published by market analysts.

Ongoing efforts to improve the monitoring of financial results, identify synergies and implement cost
management initiatives, as well as strengthen the billings and collections process continue to be an area
of focus as the Company continues to seek out opportunities to enhance profitability. In addition, the
Company remains committed to strengthening its balance sheet by directing free cash flow to ongoing debt
reduction, with the ultimate goal of increasing capital allocation flexibility.
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FINANCIAL HIGHLIGHTS

(in thousands of Canadian dollars except for per share amounts)
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THREE MONTHS ENDED

TWELVE MONTHS ENDED

(Unaudited)
DECEMBER 31, DECEMBER 31,
% %
2021 2020 Change 2021 2020 Change
Number of working days 63 63 251 252
Gross revenue $145,872  $135,641 8% $556,510 $505,077 10%
Less: Subconsultants and direct $33,096 $37,058 -11% $112,021 $111,867 0%
costs
Net revenue $112,776 $98,583 14% $444,489 $393,210 13%
Net income $4,473 ($929) 581% $25,247 $17,681 43%
Basic earnings per share $0.12 $(0.02) 700% $0.67 $0.47 43%
Diluted earnings per share $0.12 $(0.02) 700% $0.66 $0.47 40%
Cash flows provided by operating $20,624 $20,762 -1% $65,571 $57,391 14%
activities
Recurring billings' $5,076 $5,300 -4% $20,635 $20,600 0%
Days Sales Outstanding? 54 63 -14% 54 63 -14%
Backlog ($ millions) $623 578 8% $623 578 8%
Backlog (months) 17 18 -6% 17 18 -6%
Net Debt! $22,190 $57,188 -61% $22,190 $57,188 -61%
Net Debt' / Adj. EBITDA' ratio o) 13 -69% o) 13| -69%
Net Revenue
Intelligence $20,820 $19,025 9% $79,525 $79,460 0%
Buildings $56,045 $50,769 10% $220,462 $200,768 10%
Infrastructure $35,540 $28,472 25% $143,143 $112,147 28%
Corporate $371 $317 17% $1,359 $835 63%
Total $112,776 $98,583 14% $444,489 $393,210 13%
Adjusted EBITDA net of IFRS
16 impacts
Intelligence $4,556 $5,642 -19% $17,534 $18,545 -5%
Buildings $10,465 $10,618 -1% $42,900 $39,732 8%
Infrastructure $4,588 $2,786 65% $22,102 $14,860 49%
Corporate $(4,705)  ($5,367) -12%|  ($14,539)  ($12,111) 20%
Total $14,904 $13,679 9% $67,997 $61,026 11%
Adjusted EBITDA1 net of IFRS
16 impacts as a % of net
revenue
Intelligence 22% 30% -27% 22% 23% -6%
Buildings 19% 21% -11% 20% 20% -2%
Infrastructure 13% 10% 32% 15% 13% 17%
Corporate 0% 0% - 0% 0% -
Total 13.2% 13.9% -5% 15.3% 15.5% -1%

' See “Definition of Non-IFRS Measures”.
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OVERVIEW

KEY EVENTS

Net revenue increased to $112.8 million for the three months ended December 31, 2021 compared
to $98.6 million for the same period in 2020, which reflects an increase of $14.2 million or 14.4%.
Net revenue increased to $444.5 million for the year ended December 31, 2021 compared to
$393.2 million for the same period in 2020, which reflects an increase of $51.3 million or 13.0%.

Net revenue increased by $14.2 million in the three months ended December 31, 2021 compared
to the same period in 2020, of which $9.3 million was organic growth, representing an increase of
9.6%. Revenue increased by $51.3 million for the year ended December 31, 2021 for the same
period in 2020, of which $29.3 million was organic growth, representing an increase of 7.5%.

Net income for the three months ended December 31, 2021 was $4.5 million, an increase of $5.4
million compared to the same period in 2020. Net income for the year ended December 31, 2021
was $25.2 million, an increase of $7.6 million compared to the same period in 2020.

Adjusted EBITDA" net of IFRS 16 impacts increased to $14.9 million (or 13.2% of revenue) for the
three months ended December 31, 2021 compared to $13.7 million (or 13.9% of revenue) for the
same period in 2020, which reflects an increase of $1.2 million or 9.0%. Adjusted EBITDA"
increased to $68.0 million (or 15.3% of revenue) for the year ended December 31, 2021 compared
to $61.0 million (or 15.5% of revenue) for the same period in 2020, which reflects an increase of
$7.0 million or 11.4%. The following tables represent the revenue and Adjusted EBITDA! net of
IFRS 16 impacts by sector for the three months and year ended December 31, 2021 and 2020:
Cole Engineering Ltd. represents 13.5% and 15.0% of the Infrastructure net revenue for the three
months and year ended December 31, 2021:

' See “Definition of Non-IFRS Measures”.
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(in thousands of Canadian dollars) THREE MONTHS ENDED DECEMBER 31, 2021

(unaudited) INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL
Gross revenues $ 28,133 71,388 § 46,046 $ 305 $ 145,872
Less: subconsultants and direct expenses 7,313 15,343 10,506 (66) 33,096
Net revenue $ 20,820 $ 56,045 § 35,540 § 371§ 112,776
Percentage of total revenue 18.5% 49.7% 31.5% 0.3% 100.0%
Adjusted EBITDA " net of IFRS 16 impacts $ 4556 $ 10,465 § 4,588 § (4,705) $ 14,904
Adjusted EBITDA " net of IFRS 16 impacts as a

percentage of revenue 21.9% 18.7% 12.9% 13.2%
(in thousands of Canadian dollars) THREE MONTHS ENDED DECEMBER 31, 2020

(unaudited) INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL
Gross revenues $ 25,370 72,086 $ 37,856 §$ 329 $ 135,641
Less: subconsultants and direct expenses 6,345 21,317 9,384 12 37,058
Net revenue $ 19,025 $ 50,769 $ 28,472  § 317 $ 98,583
Percentage of total revenue 19.3% 51.5% 28.9% 0.3% 100.0%
Adjusted EBITDA " net of IFRS 16 impacts $ 5642 $ 10,618 § 2,786 $ (5,367) $ 13,679

Adjusted EBITDA " net of IFRS 16 impacts as a
percentage of revenue 29.7% 20.9% 9.8% 13.9%

' See “Definition of Non-IFRS Measures”.
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(in thousands of Canadian dollars)

(unaudited)

YEAR ENDED DECEMBER 31, 2021

INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL

Gross revenues

Less: subconsultants and direct expenses

Net revenue

Percentage of total revenue

Adjusted EBITDA " net of IFRS 16 impacts

Adjusted EBITDA " net of IFRS 16 impacts as a
percentage of revenue

99,900 $ 281,710 § 173,532 § 1,368 $ 556,510
61,248 30,389 9 112,021
79,525 § 220,462 § 143,143 § 1,359 § 444,489
49.6% 32.2% 0.3% 100.0%
17,534 § 42,900 $ 22,102 $ (14,539) $ 67,997
19.5% 15.4% 15.3%

(in thousands of Canadian dollars)

(unaudited)

YEAR ENDED DECEMBER 31, 2020

INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL

Gross revenues

Less: subconsultants and direct expenses

Net revenue

Percentage of total revenue

Adjusted EBITDA " net of IFRS 16 impacts

Adjusted EBITDA " net of IFRS 16 impacts as a
percentage of revenue

264,890 $ 142,382 § 871 $ 505,077

64,122 30,235 36 111,867

79,460 §$ 200,768 $ 112,147 § 835 $ 393,210
51.1% 28.5% 0.2% 100.0%

18,545 § 39,732 § 14,860 § (12,111) $ 61,026
19.8% 13.3% 15.5%

e For the year ended December 31, 2021, net revenue in the Intelligence sector was $79.5 million, a
nominal increase compared to the year ended December 31, 2020. Growth in the intelligence
sector was affected by a number of factors during 2021.The negative impact of foreign exchange on
net revenue was $2.2 million or 2.8% for the year ended December 31, 2021. Net revenue was
negatively affected by the COVID-19 pandemic within the India offices for five months with an
estimated negative impact of $1.2 million. There was a decrease in net revenue from transitioning
between large projects in the Greece office, the Company had a reduction in revenue of

approximately $1.2 million.

e For the three months ended December 31, 2021 the Company billed $5.1 million to clients relating
to recurring software support and maintenance. For the same period in 2020, the Company billed

' See “Definition of Non-IFRS Measures”
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$5.3 million. The impact of foreign exchange resultedin a decrease of $0.2 million or 3.1%. For the
year ended December 31, 2021 and 2020 the Company billed $20.6 million to clients relating to
recurring software support and maintenance’. The impact of foreign exchange resulted in a
decrease of $0.9 million or 4.4%.

e The impact of the acquisition of Cole Engineering Ltd. on net revenue for the three months and
year ended December 31, 2021 was $4.8 million and $21.4 million, respectively. This represents 4.3%
and 4.8% of the total net revenue for the three months and year ended December 31, 2021.

e As aresult of an improved pace of securing future work, the Company has an increase in backlog to
be completed relative to December 31, 2020 of 8% across the firm. Backlog at December 31, 2021
was $623 million or 17 months.

e OnJanuary 15, 2021, the Company redeemed the 5.5% debentures for total consideration of $47.6
million.

e On February 02, 2021, the Company acquired all the issued and outstanding shares of Peter’s
Energy Solutions Inc. for total consideration of $0.7 million. Included in the total considerationis an
estimated amount of deferred consideration over a three-year period based on a percentage of
Adjusted EBITDA".

e On December 01, 2021 the Company acquired all the issued and outstanding shares of Teranis
Consulting Ltd. for total consideration of $1.7 million. Included in the total consideration is an
estimated amount of deferred consideration over a two-year period of $0.4 million based on a
percentage of Adjusted EBITDA. *

e  On December 10, 2021, the Company acquired the assets of Telenium Inc. including all intellectual
property and technology assets for consideration of $0.8 million. Included in the total consideration is
an estimated amount of deferred consideration over a two-year period of $0.3 million based on a
percentage of Adjusted EBITDA. "

STATEMENT OF COMPREHENSIVE INCOME (LOSS)

Net revenue for the three months ended December 31, 2021 was $112.8 million, compared with $98.6
million in the same period in 2020, an increase of $14.2 million or 14%. The increase in revenue for the
three months ended December 31, 2021 is a result of improved performance across all business units,
Intelligence increased by $1.8 million (9.4%), Buildings $5.3 million (10.4%), Infrastructure $7.1 million
(24.8%) and Corporate $0.1 million (17.0%).

Organic growth for the three months ended December 31, 2021 was $9.3 million compared to $5.2 million
in the same period of 2020.

' See “Definition of Non-IFRS Measures”

11— 1Bl Group Inc. — December 31,2021



Net revenue for the year ended December 31, 2021 was $444.5 million, compared with $393.2 million in
the same period in 2020, an increase of $51.3 million or 13.0%. The increase in revenue for the year ended
December 31, 2021 compared to the same period in 2020 is a result of improved across all business units,
Intelligence increased by $0.1 million (0.1%), Buildings $19.7 million (9.8%), Infrastructure $31.0 million
(27.6%) and Corporate $0.5 million (62.8%).

Organic growth for the year ended December 31, 2021 was $29.3 million compared to $14.7 million in the
same period of 2020.

As a result of an improved pace of securing future work, the Company has an increase in backlog to be
completed relative to December 31, 2020 of 8% across the firm.

Basic and diluted earnings per share is $0.67 and $0.66 respectively, for the year ended December 31,
2021, compared to $0.47 per share for the same period in 2020. Basic and diluted earnings per share
increased primarily due to an increase in net income of $7.5 million offset slightly by an increase in the
weighted average number of common shares outstanding which totaled 31,298,038 as at December 31,
2021 compared to 31,257,544 for the same period in 2020. The increase in common shares outstanding is
a result of the exercise of stock options subsequent to December 31, 2020.

' See “Definition of Non-IFRS Measures”.

12— IBI Group Inc. — December 31,2021



RESULTS OF OPERATIONS

The results of operations presented below should be read in conjunction with the applicable annual audited
consolidated financial statements and related notes thereto, prepared in accordance with IFRS.
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THREE MONTHS ENDED
DECEMBER 31, (Unaudited)

TWELVE MONTHS ENDED
DECEMBER 31,

2021 2020 2021 2020
i of Canadian dollars. except per share
Revenue
Gross Revenue $ 145872 $ 135641 § 556,510 $ 505,077
Less: Subconsultants and direct costs 33,096 37,058 112,021 111,867
NET REVENUE $ 112776 $ 98,583 $ 444,489 $ 393,210
Expenses
Salaries, fees and employee benefits 81,252 70,262 318,726 278,440
Variable lease expense 2,011 2,324 8,533 10,086
Other operating expenses 13,772 11,217 45,696 41,040
Foreign exchange loss 227 (77) 723 1,196
Amortization of intangible assets 1,140 840 4,140 2,837
Depreciation of property, equipment, and other assets 1,296 1472 5,512 5,754
Depreciation of right of use assets 3,175 3,010 12,165 12,815
Change in fair value of other financial liabilities - 465 908 (2,112)
Impairment of financial assets 1,108 1,287 3,989 3,142
__Impairment of right of use assets - 782 - 782
103,981 91,582 400,392 353,980
OPERATING INCOME $ 8,795 § 7,001 $ 44,097 $ 39,230
Interest expense, net 2,066 6,986 8,023 14,884
Other finance costs 247 168 986 820
FINANCE COSTS $ 2313 § 7154 $ 9,009 $ 15,704
Gain on sale of investment - - (866) -
NET INCOME BEFORE TAX $ 6,482 $ (153)$ 35954 § 23,526
Current tax expense 3,129 80 10,371 3,719
Deferred tax expense (1,120) 696 336 2,126
INCOME TAX EXPENSE $ 2,009 $ 776 $ 10,707 _§ 5,845
NET INCOME $ 4,473 $ (929) $ 25,247 $ 17,681
OTHER COMPREHENSIVE INCOME
Items that are or may be reclassified to profit or loss
Gain on translating financial statements of foreign
operations, from continuing operations, net of tax (889) (2,730) (1,496) (759)
OTHER COMPREHENSIVE INCOME (889) (2,730) (1,496) (759)
TOTAL COMPREHENSIVE INCOME $ 3,584 $ (3,659) $ 23,751 $ 16,922
NET INCOME ATTRIBUTABLE TO:
Common shareholders 3,723 (771) 21,026 14,723
Non-controlling _interests 750 (158) 4,221 2,958
NET INCOME $ 4,473 $ (929)$ 25247 S 17,681
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Common shareholders 2,983 (3,045) 19,780 14,091
Non-controlling interests 601 (614) 3,971 2,831
TOTAL COMPREHENSIVE INCOME $ 3,584 $ (3,659) $ 23751 $ 16,922
EARNINGS PER SHARE ATTRIBUTABLE TO COMMON SHAREHOLDERS
Basic earnings per share $ 012 $ (0.02)$ 0.67 $ 0.47
Diluted earnings per share $ 012 $ (0.02)$ 0.66 $ 047
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DESCRIPTION OF VARIANCES IN OPERATING RESULTS

i) REVENUE

The Company presents revenue on a gross basis as it represents the contract values earned during the
period.

Net revenue for the three months ended December 31, 2021 was $112.8 million, compared with $98.6
million in the same period in 2020, an increase of $14.2 million or 14.4%. The increasein revenue for the
three months ended December 31, 2021 compared to the same period in 2020 is a result of improved
performance across all business units compared to the same period in 2020. Intelligence increased by $1.8
million (9.4%), Buildings $5.3 million (10.4%), Infrastructure $7.1 million (24.8%) and Corporate $0.1 million
(17.4%).

Net revenue for the year ended December 31, 2021 was $444.5 million, compared with $393.2 million in
the same period in 2020, an increase of $51.3 million or 13.0%. The increase in revenue for the year ended
December 31, 2021 compared to the same period in 2020 is a result of improved performance across all
business units when compared to the same period in 2020. Intelligence increased by $0.1 million (0.1%),
Buildings $20.0 million (9.8%), Infrastructure $31.0 million (27.6%) and Corporate $0.5 million (62.8%).

As a result of an improved pace of securing future work, the Company has an increase in backlog to be
completed relative to December 31, 2020 of 8% across the firm.
The following table provides quarterly historical financial working days for the Company for each of the eight

most recently completed quarters:

DECEMBER 31, SEPTEMBER 30, JUNE30, MARCH31, DECEMBER 31, SEPTEMBER 30, JUNE30, MARCH 31,

(unaudited) 2021 2021 2021 2021 2020 2020 2020 2020

Number of working
days 63 63 63 62 63 63 63 63
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ii) SALARIES, FEES, AND EMPLOYEE BENEFITS

Salaries, fees, and employee benefits for the three months ended December 31, 2021 was $81.3 million
compared to $70.3 million in the same period in 2020. As a percentage of net revenues, salaries, fees and
employee benefits for the three months ended December 31, 2021 was 72.% compared to 71.3% for the
same period.

The impact of foreign exchange on salaries, fees and employee benefits for the three months ended
December 31, 2021 was a decrease in expense of $0.9 million compared to the same period in 2020.

Salaries, fees, and employee benefits for the year ended December 31, 2021 was $318.7 million compared
to $278.4 million in the same period in 2020. As a percentage of net revenues, salaries, fees and employee
benefits for the year ended December 31, 2021 was 71.7% compared to 70.8% for the same period.

For the three months and year ended December 31, 2021 salaries, fees and employee benefits were
impacted by the upward pressure in the labour market. During the normal course of business there is a
delay between the increases in salaries being reflected in revenue by way of rate changes on projects.

The impact of foreign exchange on salaries, fees and employee benefits for the year ended December 31,
2021 was a decrease in expense of $5.5 million compared to the same period in 2020.

The following table is a summary of salaries, fees and employee benefits for the three months and year
ended December 31, 2021.

THREE MONTHS ENDED TWELVE MONTHS
(Unaudited)
DECEMBER 31, DECEMBER 31,
2021 2020
2021 2020
Salaries and wages
73,210 64,133 284,832 249,693
Benefits
7,238 5,066 31,127 26,468
Performance share units
104 98 424 388
Change in fair value of deferred
share units 461 803 1,430 1,159
Stock options expense 239 162 913 730
TOTAL SALARIES , FEES AND
EMPLOYEE BENEFITS
$ 81,252 $ 70,262 $ 318,726 $ 278,440

iii) VARIABLE LEASE EXPENSE

Variable lease expenses for the three months ended December 31, 2021 was $2.0 million compared to
$2.3 million in the same period in 2020. Variable lease expenses for the year ended December 31, 2021
was $8.5 million compared to $10.1 million in the same period in 2020. Variable lease expenses include
items such as utilities, property taxes, and other common area maintenance costs on real estate contracts,
as well as any real estate contracts where the practical expedient was applied under IFRS 16 (short-term
leases or low-dollar value leases). The Company is implementing a plan to reduce it’s office footprint as
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part of it's adoption of a hybrid working model. This resulted in lower rental rates for the three months and
year ended December 31, 2021.

iv) OTHER OPERATING EXPENSES

Other operating expenses for the three months ended December 31, 2021 totaled $13.8 million compared
with $11.2 million in the same period in 2020, an increase of $2.6 million or 23.2%. As a percentage of net
revenues, operating expenses for the three months ended December 31, 2021 were 12.2% compared to
11.4% for the same period in 2020.

For the three months and year ended December 31, 2021, there were significant increases in computer
costs due to vendor increased rates.

The impact of foreign exchange on other operating expenses for the three months ended December 31,
2021 was a decrease in expenses of $0.4 million compared to the same period in 2020.

Other operating expenses for the year ended December 31, 2021 totaled $45.7 million compared with $41.0
million in the same period in 2020, an increase of $4.7 millionor 11.5%. As a percentage of net revenues,
operating expenses for the year ended December 31, 2021 were 10.3% compared to 10.4% for the same
period in 2020.

The impact of foreign exchange on other operating expenses for the year ended December 31, 2021 was
a decrease in expense of $1.2 million compared to the same period in 2020.

v) FOREIGN EXCHANGE GAIN & LOSS

Foreign exchange loss for the three months ended December 31, 2021 was $0.2 million compared to a
gain of $0.1 million for the same period in 2020. Foreign exchange loss for the year ended December 31,
2021 was $0.7 million compared to $1.2 million for the same period in 2020.

The foreign exchange loss is primarily attributable to foreign exchange rate movements between the
Canadian dollar, U.S dollar and British pound as functional currencies of the Company’s subsidiaries and

other local currencies of international subsidiaries, intercompany loans made by the Canadian parent

company in the functional currencies of foreign subsidiaries that are not considered part of the permanent

investmentin those foreign subsidiaries.

Although the Company strives to minimize its exposure to foreign exchange fluctuations on the translation
of foreign-denominated intercompany loans held in the Company’s Canadian operations by matching U.S
dollar liabilities when possible, the Company’s primary objective is to ensure it has sufficient cash flow to
meet its short and long-term obligations. As such, the Company closely monitors the available liquidity of
its credit facilities which is impacted by foreign exchange rate fluctuations between the Canadian and U.S
dollar, and strives to ensure that tax efficiencies continue to exist in order to meet its short and long-term
cash obligations.
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Vi) CHANGE IN FAIR VALUE OF OTHER FINANCIAL LIABILITIES

The change in fair value of other financial liabilities for the year ended December 31, 2021 was a loss of
$0.9 million compared to a gain of $2.1 million for the same period in 2020. The movement of the fair value
of other financial liabilities is attributed to the revaluation of the derivative liability, which was set up in
September 2016 as a result of the issuance of the 5.5% Debentures and redeemed on January 15, 2021.

vii) AMORTIZATION OF INTANGIBLE ASSETS

Amortization of intangible assets for the three months ended December 31, 2021 was $1.1 million
compared to $0.8 million for the same period in 2020. Amortization of intangible assets for the year ended
December 31, 2021 was $4.1 million compared to $2.8 million for the same period in 2020. The increase
in amortization of intangible assets for the three months and year ended December 31, 2021 is due to
additions to intangible assets and bringing new processes and assets into use subsequent to the prior
period and the additions on the acquisition of Cole Engineering Group Ltd had a full year of amortization in
2021.

viii) DEPRECIATION OF PROPERTY AND EQUIPMENT

Depreciation of property and equipment for the three months ended December 31, 2021 was $1.3 million
compared to $1.5 million for the same period in 2020. Depreciation of property and equipment for the year
ended December 31, 2021 was $5.5 million compared to $5.8 million for the same period in 2020.

iX) IMPAIRMENT OF FINANCIAL ASSETS

Impairment of financial assets for the three months ended December 31, 2021 was $1.1 million compared
to $1.3 million for the same period in 2020. Impairment of financial assets for the year ended December 31,
2021 was $4.0 million compared to $3.1 million for the same period in 2020. This is based on the Company’s
historical collection and loss experience and incorporates forward looking factors, where appropriate.

X) IMPAIRMENT OF RIGHT-OF-USE ASSET

Impairment of-right-of-use assets for the year ended December 31, 2021 was $nil compared to $0.8 million
for the same period in 2020. This was as a result of changes in managements assessment of a real-estate
sublease, which due to COVID-19, the Company was unable to acquire a subtenant for a portion of the
sublease.

Xi) DEPRECIATION OF RIGHT-OF-USE ASSET

Depreciation of right-of-use assets for the three months ended December 31, 2021 was $3.2 million
compared to $3.0 million for the same period in 2020. Depreciation of right-of-use assets for the year ended
December 31, 2021 was $12.2 million compared to $12.8 million for the same period in 2020. The decrease
is due to a number of leases whose lease term ended subsequent to December 31, 2020.

Xii) INTEREST EXPENSE & OTHER FINANCE COSTS

Interest expense for the three months ended December 31, 2021 was $2.1 million compared to $7.0 million
for the same period in 2020. Interest expense for the year ended December 31, 2021 was $8.0 million
compared to $14.9 million for the same period in 2020. Relative to the same period in 2020 for the three
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months and year ended, interest on credit facilities increased by $0.1 million and decreased by $0.4 million
respectively. The overall decrease is a result of a lower average amount borrowed and reduced interest
rates under the credit facility for the year ended December 31, 2021 compared to the same period in 2020.

Non-cash accretion of debentures decreased by $4.1 million and $5.9 million respectively for the three
months and year ended December 31, 2021. The decrease is due to the early redemption of the 5.5%
convertible debentures in January 2021,which resulted in accelerated accretion on the debentures after the
redemption notice was issued on December 15, 2020. Interest on debentures also decreased by $0.6 million
and $0.2 million respectively. This was due to the timing of the issuance of the 6.5% hybrid debenture in
October 2020 and the redemption of 5.5% debenture in January 2021, resulting in interest being paid on
both debentures for the three months ended December 31, 2020.

Other finance costs for the three months and year ended December 31, 2021 were $0.3 million and $1.0
million, respectively, compared to $0.2 million and $0.8 million for the same periods in 2020.

Following is a summary of finance costs for the three months and year ended December 31, 2021 and
2020:

THREE MONTHS ENDED YEAR ENDED
DECEMBER 31, DECEMBER 31,
(Unaudited)

2021 2020 2021 2020
Interest on credit facilities $ 303 $ 198 799 $ 1,246
Interest on debentures 754 1,374 3,133 3,273
Non-cash accretion of debentures 123 4,192 477 6,339
Interest on lease liability 826 867 3,329 3,862
Interest on lease receivable (41) (64) (198) (304)
Other 101 419 483 468
INTEREST EXPENSE $ 2,066 $ 6,986 $ 8,023 $ 14,884
Amortization of deferred financing costs  $ 9% $ 759 490 $ 414
Other 151 93 496 406
OTHER FINANCE COSTS $ 247 $ 168 $ 986 $ 820
FINANCE COSTS $ 2,313 $ 7,154 $ 9,009 $ 15,704

Xiii) INCOME TAXES

Income taxes for the three months and year ended December 31, 2021 was $2.0 million and $10.7
million, respectively (three months and year ended December 31, 2020 - $0.8 million and $5.8 million
respectively). The effective income tax rate for the three months and year ended December 31, 2021

19— IBI Group Inc. — December 31,2021



was 31.0% and 29.8%, respectively (three months and year ended December 31, 2020 — 507.2% and
24.8% respectively). The change in the effective income tax rate was primarily due a release/decrease
of valuation allowance in 2020 on US federal and state losses, that was deducted for tax purposes and
reduced the effective tax rate. This same deduction is not applicable in the current period and as such,
effective tax rate is higher in 2021. Another factor is the increase in valuation allowance in 2021 for
current period 1Bl Israel losses which further increased effective tax rate in the current year. This is
expected to reversein future years as the IBI Israel entity becomes profitable. Lastly, 5.5% debentures
were redeemed in January 2021 that resulted in an increase in effective tax rate since the cash premium
on the settlement of the conversion option on the 5.5% debentures is non-deductible and therefore
increased the effective tax rate in the current period. This is considered a one-time occurrence.

NET INCOME

Net income for the three months and year ended December 31, 2021 was $4.5 million and $25.2 million,
respectively, compared to ($0.9) million and $17.7 million, respectively, for the same periods in 2020. The
factors impacting this have been set out in the description of individual line items above.
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SUMMARY OF FOREIGN EXCHANGE IMPACT

The following is a summary of the foreign exchange impact on revenue and total expenses for the three
months and year ended December 31, 2021 and 2020:

THREE MONTHS ENDED FOREIGN
(in thousands of Canadian dollars) DECEMBER 31 EXCHANGE OPERATING
(unaudited) 2021 2020 CHANGE  IMPACT _ CHANGE
Gross revenue 145,872 135,641 10,231 (1,636) 11,867
Less: Subconsultants and direct costs 33,096 37,058 (3,962) 449 (4,411)
Net revenue 112,776 98,583 14,193 (2,085) 16,278
Total operating expenses, net of
foreign exchange gain & loss 103,754 91,659 12,095 (1,078) 13,173
YEAR ENDED FOREIGN
DECEMBER 31 EXCHANGE OPERATING
(in thousands of Canadian dollars) 2021 2020 CHANGE IMPACT CHANGE
Gross revenue 556,510 505,077 51,433 (12,053) 63,486
Less: Subconsultants and direct costs 112,021 111,867 154 3,696 (3,542)
Net revenue 444,489 393,210 51,279 (15,749) 67,028
Total operating expenses, net of
foreign exchange gain & loss 399,669 352,784 46,885 (6,865) 53,750

RECONCILIATION OF NON-IFRS MEASURES

ADJUSTED EBITDA' FOR BANK COVENANT PURPOSES

All of the factors outlined above have been adjusted for the discussionin the non-IFRS measure,
Adjusted EBITDA' for bank covenant purposes. The following tables provide revenue and Adjusted
EBITDA for bank covenant purposes by Business unit for the three months and year ended
December 31, 2021 and 2020.

' See “Definition of Non-IFRS Measures”.
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Adjusted EBITDA' for bank covenant purposes was $11.0 million for the three months ended December
31, 2021 compared to $10.6 million for the same period in 2020.

Adjusted EBITDA' for bank covenant purposes was $52.9 million for the year ended December 31, 2021
compared to $45.7 million for the same period in 2020.

(in thousands of Canadian dollars)

THREE MONTHS ENDED DECEMBER 31, 2021

(Unaudited) INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL
Gross revenues $ 28,133 71,388 46,046 305 $ 145,872
Less: subconsultants and direct expenses 7,313 15,343 10,506 (66) 33,096
Net revenue $ 20,820 $ 56,045 $ 35540 § 371§ 112,776
Adjusted EBITDA! $ 3,757  § 8,475 $ 3,304 $ (4,548) $ 10,988
Items excluded in calculation of Adjusted EBITDA":
Interest expense, net 210 497 349 1,010 2,066
Amortization and depreciation 1,595 2,272 1,737 7 5,611
Foreign exchange (gain)loss (24) (55) 50 256 227
Gain on sale of investment - - - - -
Change in fair value of deferred share units - - - 461 461
Payment of DSP - - - (380) (380)
Stock based compensation 30 41 68 98 237
Performance share units - - - 104 104
Payment of performance share units - - - - -
Deferred financing charges - - - 96 96
IFRS 16 lease accounting adjustment (799) (1,990) (1,284) 157 (3,916)
Net income before tax 2,745 7,710 2,384 (6,357) 6,482

(in thousands of Canadian dollars)

THREE MONTHS ENDED DECEMBER 31, 2020

(Unaudited) INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL
Gross revenues $ 25,370 $ 72,086 $ 37,856 $ 329 $ 135,641
Less: subconsultants and direct expenses 6,345 21,317 9,384 12 37,058
Net revenue $ 19,025  $ 50,769 $ 28472  § 317§ 98,583
Adjusted EBITDA $ 5107 § 9,612 § 1,455  § (5,534) $ 10,640
Items excluded in calculation of Adjusted EBITDA™:
Interest expense, net 124 269 784 5,809 6,986
Amortization and depreciation 932 2,464 1,766 160 5,322
Foreign exchange (gain)loss 42) 406 69) (372) 77)
Change in fair value of otherfinancial liabilities - - - 465 465
Change in fairvalue of deferred share units - - - 803 803
Stock based compensation 19 23 22 97 161
Performance share units - - - 97 97
Payment of performance share units - - - - -
Deferred financing charges - - - 75 75
IFRS 16 lease accounting adjustment (535) (1,006) (1,331) (167) (3,039)
Net income before tax $ 4609 $ 7456 $ 283 $ (12,501)  $ (153)

' See “Definition of Non-IFRS Measures”.
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(in thousands of Canadian dollars)

YEAR ENDED DECEMBER 31, 2021

(Unaudited) INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL
Gross revenues $ 99,900 281,710 173,532 1,368 $ 556,510
Less: subconsultants and direct expenses 20,375 61,248 30,389 9 112,021
Net revenue $ 79,525 220,462 143,143  § 1359 § 444,489
Adjusted EBITDA! $ 14,879 35,145 16,920 § (14,065) $ 52,879
Items excluded in calculation of Adjusted EBITDA™: - - -
Interest expense, net 624 1,826 1,333 4,240 8,023
Amortization and depreciation 4,791 9,567 7,433 26 21,817
Foreign exchange (gain)loss 6 5 434 278 723
Gain on sale of investment - - - (866) (866)
Change in fair value of otherfinancial liabilities - - - 908 908
Change in fair value of deferred share units - - - 1,430 1,430
Payment of DSP - - - (1,520) (1,520)
Stock based compensation 119 159 247 388 913
Performance share units - - - 424 424
Payment of performance share units - - - (299) (299)
Deferred financing charges - - - 490 490
IFRS 16 lease accounting adjustment (2,655) (7,755) (5,182) 474 (15,118)
Net income before tax $ 11,994 31,343 12,655 $ (20,038) $ 35,954
(in thousands of Canadian dollars) YEAR ENDED DECEMBER 31, 2020
(Unaudited) INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL
Gross revenues $ 96,934 264,890 142,382 § 871  § 505,077
Less: subconsultants and direct expenses 17,474 64,122 30,235 36 111,867
Net revenue $ 79,460 200,768 112,147  § 835 § 393,210
Adjusted EBITDA! $ 16,079 32,613 9,899 § (12,857) $ 45,734
Items excluded in calculation of Adjusted EBITDA":
Interest expense, net 537 1,625 1,641 11,081 14,884
Amortization and depreciation 4,177 9,564 6,611 1,054 21,406
Foreign exchange (gain)loss (98) 449 208 637 1,196
Change in fairvalue of otherfinancial liabilities - - - (2,112) (2,112)
Change in fair value of deferred share units - - - 1,159 1,159
Payment of DSP - - - (184) (184)
Stock based compensation 90 92 112 438 732
Performance share units - - - 388 388
Payment of performance share units - - - (383) (383)
Deferred financing charges - - - 414 414
IFRS 16 lease accounting adjustment (2,466) (7,119) (4,961) (746) (15,292)
Netincome before tax 13,839 28,002 6,288 % (24,603) $ 23,526

' See “Definition of Non-IFRS Measures”.
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ADJUSTED EBITDA' FOR BANK COVENANT PURPOSES AND NET OF IFRS 16
IMPACTS FOR THE PREVIOUS EIGHT QUARTERS

The following table summarizes the impact of the IFRS 16 adjustment on Adjusted EBITDA" and as a
percentage of net revenue for the previous eight quarters.

(in thousands of Canadian dollars DECEMBER SEPTEMBER JUNE MARCH DECEMBER SEPTEMBER JUNE MARCH

(unaudited) 31, 2021 30, 2021 30, 2021 31, 2021 31, 2020 30, 2020 30, 2020 31, 2020

Adjusted EBITDA' for bank covenant

purposes 10,988 14,607 14,398 12,885 10,640 12,727 13,148 9,219
Adjusted EBITDA" for bank covenant

purposes as a percentage of revenue 9.7% 13.3% 12.7% 11.8% 10.8% 13.0% 13.2% 9.5%
IFRS 16 lease accounting adjustment 3,916 4,115 3,603 3,484 3,039 3,492 3,945 4,816
Adjusted EBITDA" net of IFRS 16 impacts 14,904 18,722 18,001 16,369 13,679 16,219 17,093 14,035

Adjusted EBITDA" net of IFRS 16 impacts
as a
percentage of revenue 13.2% 171% 15.9%  15.0% 13.9% 16.5% 17.1% 14.5%

" See “Definition of Non-IFRS Measures”.
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The following table summarizes quarterly historical financial results for the Company for each of the eight
most recently completed quarters and outlines the items which comprise the difference between net income
(loss) and Adjusted EBITDA' for bank covenant purposes. This information should be read in conjunction
with the applicable unaudited and annual audited consolidated financial statements and related notes
thereto, prepared in accordance with IFRS.

' See “Definition of Non-IFRS Measures”.
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(in thousands of Canadiandollars

exceptforper share amounts) DECEMBER SEPTEMBER JUNE MARCH DECEMBER SEPTEMBER JUNE  MARCH
(unaudited) 31,2021 30,2021 30,2021 31,2021 31,2020 30,2020 30,2020 31,2020
Gross revenue 145,872 136,350 141,356 132,932 135,641 124,355 123,915 121,166
Less: Subconsultants and
direct costs 33,096 26,748 28,147 24,030 37,058 26,307 24,017 24,485
Netrevenue 112,776 109,602 113,209 108,902 98,583 98,048 99,898 96,681
NetIincome 4,473 8,176 8,301 4,297 (929) 6,270 6,756 5,584
Add:
Interestexpense, net 2,066 1,932 2,042 1,983 6,986 2,512 2,547 2,839
Currentand defemred tax
expense (recovery) 2,009 3,038 3,085 2,575 776 1,639 2,008 1,422
Amortization and
Depreciation 5,611 5,461 5,451 5,294 5,322 5,348 5,445 5,291
9,686 10,431 10,578 9,852 13,084 9,499 10,000 9,552
EBITDA 14,159 18,607 18,879 14,149 12,155 15,769 16,756 15,136
EBITDA as a percentage
of revenue 12.6% 17.0% 16.7% 13.0% 12.3% 16.1% 16.8% 15.7%
Items excluded in calculation of
Adjusted EBITDA'forbank
covenantpurposes
Foreign exchange loss 227 (188) 190 494 (77) 367 (628) 1,534
Gain on sale of investment - - (866)
Change in fair value of other financial
liabilities - - - 908 465 (999) 484 (2,062)
Change in fair value of deferred
share units 461 153 8 808 803 897 440 (981)
Stock based compensation expenses 237 294 227 155 161 157 215 199
Performance share units expenses 104 104 110 106 97 98 96 97
Paymentof deferred share units
expenses (380) (380) (380) (380) - (184) - -
Paymentof performance share units
expenses - - (299) - - - (383) -
Deferred financing charges 96 132 132 129 75 114 113 112
IFRS 16 lease accounting adjustment (3,916) (4,115) (3,603) (3,484) (3,039) (3,492) (3,945) (4,816)
(3,171) (4,000) (4,481) (1,264) (1,515) (3,042) (3,608) (5,917)
Adjusted EBITDA! for bank
covenant purposes 10,988 14,607 14,398 12,885 10,640 12,727 13,148 9,219
Adjusted EBITDA! for bank
covenant purposes as a
percentage of revenue 9.7% 13.3% 12.7% 11.8% 10.8% 13.0% 13.2% 9.5%
Adjusted EBITDA! net of
IFRS 16 impacts 14,904 18,722 18,001 16,369 13,679 16,219 17,093 14,035
Adjusted EBITDA! net of
IFRS 16 impacts as a
percentage of revenue 13.2% 17.1% 15.9% 15.0% 13.9% 16.5% 17.1% 14.5%
Basic and diluted earnings per
share attributed to
commonshareholders 0.12 0.22 0.22 0.11 (0.02) 0.17 0.18 0.15
Diluted earnings per share
attributed to
commonshareholders 0.12 0.21 0.22 0.11 (0.02) 0.17 0.18 0.15
Weighted average share
outstanding 31,298,038 31,295,588 31,298,280 31,265,733 31,257,544 31,246,674 31,240,044 31,240,044

' See “Definition of Non-IFRS Measures”.
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IMPACT OF TRENDS ON QUARTERLY RESULTS
i) REVENUE

Consolidated quarterly revenue is impacted by the available chargeable hours which are typically lowest in
the third quarter due to staff taking vacation during the summer months. Chargeable hours are also
impacted by the number of working days in the quarter (see historical working days table in the Description
of Variances in Operating Results section of this MD&A). The number of working days remained consistent
for the three months and year ended December 31, 2021 and 2020.

Net revenue is also impacted by the movement in foreign exchange rates. For the eight most recently
completed quarters, the following table provides the impact foreign exchange on net revenue when
compared to the same period in the previous year:

(in thousands of Canadiandollars) DECEMBER SEPTEMBER JUNE MARCH DECEMBER SEPTEMBER JUNE MARCH
(unaudited) 31,2021 30,2021 30,2021 31,2021 31,2020 30,2020 30,2020 31,2020
Gain (loss) of foreignexchangeon
grossrevenue (1,636) (2,583) (5413) (2,421) (379) 2,807 1,879 482
Loss (gain) of foreign exchange on
subconsultants and direct costs 449 812 1,647 789 82 (766) (519) (124)

Gain (loss) of foreignexchangeon
netrevenue (2,085) (3.395) (7.060) (3.210) (461) 3,573 2,398 606

iy  NET INCOME (LOSS)

Net income (loss) is impacted by the fluctuations of foreign exchange and the fair value in other financial
liabilities. The impact of these gains (losses) are noted in the adjusted EBITDA" for bank covenant
purposes table.

' See “Definition of Non-IFRS Measures”.
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SEGMENTED ADJUSTED EBITDA'FOR BANK COVENANT PURPOSES

The following tables provide financial data for the three months ended December 31, 2021 and 2020 for
the following geographic segments of the Company: Canada, U.S., U.K., and Other International.

' See “Definition of Non-IFRS Measures”.
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THREE MONTHS ENDED DECEMBER 31, 2021

UNALLOCATED
UNITED UNITED OTHER CORPORATE
(Unaudited) CANADA STATES KINGDOM _ INTERNATIONAL COSTS TOTAL
Gross revenues $ 85,882 $ 41,841 $ 10,195 $ 7,954 $ - 8 145,872
Less: subconsultants and direct expenses 12,751 14,002 3,114 3,229 33,096
Net revenue $ 73,131 _§ 27,839 $ 7,081 % 4,725 % - 3 112,776
Adjusted EBITDA' $ 9916 $ 1573 (180) $ (321) $ -5 10,988
Iltems excluded in calculation of Adjusted EBITDA':
Interest expense, net 641 204 28 13 1,180 2,066
Amortization and depreciation 3.232 1,745 332 302 5,611
Foreign exchange (gain)loss 293 @3 49) (14) 227
Gain on sale of investment - - - -
Change in fairvalue of deferred share units - - - 461 461
Payment of DSP : - - (380 (380)
Stock based compensation 211 14 8 4 237
Performance share units 104 - - 104
Payment of performance share units : - - :
Deferred financing charges : - - 96 98
IFRS 16 lease accounting adjustment (1,937) (1,592 (238) (149) (3.916)
Netincome (loss) before tax $ 7,372 $ 1,205 $ (261) $ 477) $ (1,357, $ 6,482
THREE MONTHS ENDED DECEMBER 31, 2020
UNALLOCATED
UNITED UNITED OTHER CORPORATE
(Unaudited) CANADA STATES KINGDOM _ INTERNATIONAL COSTS TOTAL
Gross revenues $ 71,523 § 45,568 $ 8,777 § 9,773 § - $ 135,641
Less: subconsultants and direct expenses 12,346 18,405 1,904 4,403 37,058
Net revenue $ 59,177 § 27,163 $ 6,873 § 5370 $ - $ 98,583
Adjusted EBITDA' $ 8,565 $ 2,179 $ 103 $ (207) $ $ 10,640
Items excluded in calculation of Adjusted EBITDA':
Interest expense, net 609 175 22 419 5,761 6,986
Amortization and depreciation 2,953 1,717 375 217 5,322
Foreign exchange (gain)loss 89 (305, 61 190 a7)
Change in fairvalue of otherfinancial liabilities : ° ° 465 465
Change in fair value of deferred share units : ° ° 803 803
Payment of DSP - - - -
Stock based compensation 146 6 3 6 161
Performance share units 97 : ) ) 97
Payment of performance share units : ° ° -
Deferred financing charges h ) - - 75 75
IFRS 16 lease accounting adjustment (1.291) (1,204 (304) (150) (3,039)
Netincome (loss) before tax $ 5962 $ 1,880 $ 58 $ (949) $ (7,104, $ (153)

' See “Definition of Non-IFRS Measures”.
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YEAR ENDED DECEMBER 31, 2021

UNITED UNITED OTHER ”2‘3',;',;%%‘,‘@?
CANADA STATES KINGDOM  INTERNATIONAL COSTS TOTAL
Gross Revenues $ 321,627 $ 169,039 $ 39,012 §$ 26,832 $ - $ 556,510
Less: subconsultants and direct expenses 39,748 54,216 9,565 8,492 - 112,021
Net revenue $ 281879 $ 114823 § 29,447 $ 18,340 §$ - 3 444,489
Adjusted EBITDA' $ 37,387 $ 14,455 § 1,795 § (758) $ - $ 52,879
Items excluded in calculation of Adjusted EBITDA':
Interest expense, net 2,614 832 109 61 4,407 8,023
Amortization and depreciation 12,572 6,499 1,523 1,223 . 21,817
Foreign exchange (gain) loss 682 63 (108) 212 . 723
Gain on sale of investment (866) - - - - (866)
Change in fairvalue of otherfinancial liabilities - - - - 908 908
Change in fair value of deferred share units - - - - 1,430 1,430
Payment of DSP - . - - (1,520 (1,520)
Stock based compensation 808 56 25 24 - 913
Performance share units 424 - - - - 424
Payment of performance share units (299) - - - - (299)
Deferred financing charges - - - - 490 490
IFRS 16 lease accounting adjustment 7,719 5,729 (1,097 (573) . (15,118)
Netincome (loss) before tax $ 29,171 $ 12,860 $ 1,343 $ (1,705) $ (5,715 $ 35,954
YEAR ENDED DECEMBER 31, 2020
UNITED UNITED OTHER ”2‘3',;,5%%’,‘@?
CANADA STATES KINGDOM INTERNATIONAL COSTS TOTAL
Gross revenues $ 271,974 $ 167,549 $ 33,689 $ 31,865 $ - $ 505,077
Less: subconsultants and direct expenses 40,910 52,273 6,781 11,903 - 111,867
Net revenue $ 231,064 $ 115,276 $ 26,908 $ 19,962 $ - $ 393,210
Adjusted EBITDA' $ 30,633 $ 13,794 § 1,470 $ (163) $ - $ 45,734
Items excluded in calculation of Adjusted EBITDA':
Interest expense, net 2,398 1,030 107 402 10,857 14,884
Amortization and depreciation 11,090 7,399 1,576 1,341 21,406
Foreign exchange (gain)loss 1,024 63 42 67 1,196
Change in fairvalue of other financial liabilities - ) ° ° 2,112 (2,112)
Change in fairvalue of deferred share units - ) - - 1,159 1,159
Payment of DSP : ) ° ° (184) (184)
Stock based compensation 660 33 " 28 732
Performance share units 388 ) ° ° ) 388
Payment of performance share units (383) ) ° ° ) (383)
Deferred financing charges : ) ° ° 414 414
IFRS 16 lease accounting adjustment (7.895) (5474 (1,264) (659) (15,292)
Netincome (loss) before tax $ 23,351 $ 10,743 $ 998 § (1,432) $ (10,134 $ 23,526

' See “Definition of Non-IFRS Measures”.
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As a result of an improved pace of securing future work, the Company has an increase in backlog to be
completed relative to December 31, 2020 of 8% across the firm.

LIQUIDITY AND CAPITAL RESOURCES

WORKING CAPITAL!
The following table represents the working capital information:

DECEMBER 31, DECEMBER 31,
(in thousands of Canadian
dollars) 2021 2020 CHANGE
Current assets $ 244,998 $ 253,771 $ (8,773)
Current liabilities (145,779) (182,403) 36,624
WORKING CAPITAL! $ 99,219 $ 71,368 $ 27,851

Current assets decreased by $8.8 million as at December 31, 2021 when compared with December 31,
2020. This was due to a decrease in cash of $11.2 million, a decrease in contract assets of $7.8 million, a
decrease in income tax recoverable of $0.9 million and a decrease in prepaid expenses and other current
assets of $1.4 million. This is offset by an increase in account receivables of $12.8 million.

There was a decrease in current assets due to foreign exchange as at December 31, 2021 of $2.0 million.

Current liabilities decreased by $36.6 million as at December 31, 2021 when compared with December 31,
2020. This was due to a decrease in the convertible debentures of $46.0 million and a decrease in other
financial liabilities of $0.7 million, both of which are related to the redemption of the 5.5% debentures in
January 2021. There was also a decrease in accounts payable and accrued liabilities of $4.3 million and
decrease in lease liabilities of $0.2 million. This is offset by an increase of $8.7 million in contract liabilities,
an increase in bank indebtedness of $2.3 million and an increase of $3.4 million in income taxes payable.

There was a decrease in current liabilities due to foreign exchange as at December 31, 2021 of $0.9 million.

' See “Definition of Non-IFRS Measures”.
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WORKING CAPITAL MEASURED IN NUMBER OF DAYS OF GROSS BILLINGS'

Included in working capital of the Company are amounts reflecting project costs and sub-consultant
expenses. The Company only reports its net fee volume as revenue, which would not include the billings
for the recovery of these incurred costs. Therefore, to measure number of days outstanding of working
capital, the gross billings, which include the billings for recovery of project expenses, would resultin a more
consistent calculation.

The table below calculates working days on a trailing twelve-month basis, measured as days outstanding on
gross billings'.

WORKING DAYS OF GROSS DECEMBER SEPTEMBER JUNE MARCH DECEMBER

BILLINGS OUTSTANDING' 31, 2021 30, 2021 30, 2021 31, 2021 31, 2020

(unaudited)

Accounts receivable 56 57 55 61 60

Contract assets 28 29 31 32 32

Contract liabilities (29) (29) (28) (30) (29)
54 57 58 63 63

The days sales outstanding' as at December 31, 2021 has decreased by nine days compared to
December 31, 2020. The Company continues to carry out regular comprehensive reviews of its contract
assets and accounts receivable. Improving the days outstanding in contract assets and accounts
receivable is a significant area of focus for the Company. There are ongoing programs and initiatives to
accelerate billings and to reduce days outstanding.

COMPONENTS OF WORKING CAPITAL

(in millions of DECEMBER SEPTEMBER JUNE MARCH DECEMBER
Canadian dollars) 31, 2021 30, 2021 30, 2021 31, 2021 31, 2020
(unaudited) (unaudited) (unaudited)
Accounts receivable 140.1 132.7 124.7 132.9 127.3
Contract assets 60.3 66.6 69.6 68.9 68.1
Contract liabilities (69.7) (67.3) (63.1) (64.4) (61.0)
130.7 132.0 131.2 137.4 134.4

' See “Definition of Non-IFRS Measures”.

32— IBI Group Inc. — December 31,2021



i) Accounts Receivable

The table below demonstrates the aging of receivables:

Accounts receivable aging (net of

allowance) DECEMBER SEPTEMBER JUNE MARCH DECEMBER
31,2021 % 30,2021 % 30,2021 % 30,2021 % 31,2020 %

(in thousands of Canadiandollars) (unaudited) (unaudited) (unaudited)

Current 57,571 40 55,812 40 50,964 39 56,734 41 56,843 42

30 to 90 days 36,368 25 33,726 25 32,746 25 37,238 27 36,241 27

Over 90 days 50,759 35 47,475 35 48,408 36 45,992 33 40,885 31

Gross Accounts Receivable 144,698 100 137,013 100 132,118 100 139,964 100 133,969 100

Allowance forimpairment

losses (4,634) (4,279) (7,420) (7,114) (6,622)

TOTAL 140,064 132,734 124,698 132,850 127,347

The table below demonstrates the impact of foreign exchange on the change in gross receivables from
December 31, 2020 to December 31, 2021.

(in thousands of Canadian dollars) CURRENT 30 ggeso ovgﬁygso TOTAL
December 31, 2021 gross accounts receivable 57,571 36,368 50,759 144,698
December 31, 2020 gross accounts receivable 56,843 36,241 40,885 133,969
Change in gross accounts receivable in period 728 127 9,874 10,729
December 31, 2021 impact of foreign exchange (571) (216) (325) (1,112)
December 31, 2020 impact of foreign exchange (503) (115) (194) (812)
Increase (decrease) due to foreign exchange in period (68) (101) (131) (300)
Increase (decrease) due to operations in period 796 228 10,005 11,029

Gross accounts receivable has increased by $10.7 million since December 31, 2020. There was a decrease
in accounts receivable due to foreign exchange as at December 31, 2021 of $1.1 million compared to a
decrease due to foreign exchange of $0.8 million as at December 31, 2020.

As at December 31, 2021, the Company had $36.4 million in accounts receivable outstanding on large

transit projects which are expected to be collected in the normal course of business.

33 - IBI Group Inc. — December 31,2021

The accounts



receivable outstanding on the same projects as at December 31, 2020 was $23.1 million, of which $20.2
million in 2021 and $9.2 millionin 2020 were in the over 90 days gross receivable bucket.

if) Contract Assets

Contract assets decreased by $7.8 million since December 31, 2020. There was a decrease of $0.6 million
in contract assets due to foreign exchange as at December 31, 2021 compared to an increase due to
foreign exchange of $0.2 million as at December 31, 2020. As at December 31, 2021, the Company had
$11.5 million in contract assets outstanding on large transit projects which are expected to be billed and
collected in the normal course of business. The contract assets outstanding on the same projects as at
December 31, 2020 totaled $19.3 million.

i) Contract Liabilities

Contract liabilities has increased by $8.7 million since December 31, 2020. There was a decrease in
contract liabilities due to foreign exchange as at December 31, 2021 of $0.4 million compared to a decrease
due to foreign exchange of $0.9 million as at December 31, 2020. The balance is monitored on a regular
basis to ensure that amounts are appropriately recognized in fee revenue.

TOTAL ASSETS AND LIABILITIES

TOTAL ASSETS

Total assets have decreased by $18.3 million since December 31, 2020. This is primarily due to a decrease
in current assets of $8.8 million which is described above in working capital, a decrease in right of use
assets of $3.3 million, a decrease in property, plant and equipment of $3.0 million and a decrease in lease
receivable of $1.9 million and a decrease in deferred tax assets of $2.8 million. This is offset by an increase
in goodwill of $1.4 million related to the acquisitions.

TOTALLIABILITIES

Total liabilities have decreased by $42.8 million since December 31, 2020. This is primarily due to a
decrease in current liabilities of $36.6 million which is described above in working capital, a decrease in
lease liability of $4.4 million and a decrease of $2.4 million in deferred tax liabilities this is offset by an
increase of $0.5 in senior unsecured debentures.
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CASH FLOWS

Cash flows from operating, financing, and investing activities, as reflected in the Consolidated Statement
of Cash Flows, are summarized in the following table:

THREE MONTHS ENDED
(in thousands of Canadian dollars) DECEMBER 31
(unaudited) 2021 2020 CHANGE
Cash flows provided by operating activities 20,624 20,762 (138)
Cash flows from (used in) financing activities (38,484) 11,605 (50,089)
Cash flows used in investing activities (3,702) (9,254) 5,652
YEAR ENDED
(in thousands of Canadian dollars) DECEMBER 31
2021 2020 CHANGE
Cash flows provided by operating activities 65,571 57,391 8,180
Cash flows used in financing activities (58,526) (22,084) (36,442)
Cash flows used in investing activities (7,303) (14,280) 6,977

OPERATING ACTIVITIES

Cash flows provided by operating activities for the three months ended December 31, 2021 were $20.6
million, a decrease of $0.1 million compared to cash flows provided by operating activities of $20.8 million
for the same period in 2020. The decrease in operating cash flows provided is mainly attributable to an
increase in underlying cash operating performance, decrease in taxes paid of $0.8 million and a decrease
in interest paid of $0.8 million.

Cash flows provided by operating activities for the year ended December 31, 2021 were $65.6 million, an
increase of $8.2 million compared to cash flows provided by operating activities of $57.4 million for the
same period in 2020. The decrease in operating cash flows used is mainly attributable to an increase in
underlying cash operating performance, offset by, an increase in taxes paid of $0.5 million, a decrease in
interest paid of $1.0 million and an increase in the change in fair value of other financial liabilities of $3.0
million.

FINANCING ACTIVITIES

Cash flows used in financing activities for the three months ended December 31, 2021 were $38.5 million,
an increase of $50.1 million compared with cash flows from financing activities of $11.6 million for the same
period in 2020. The increase in cash flows used in financing activities is mainly attributable to an increase
in payments on credit facilities of $5.8 million, an increase of $46.0 million in relation receipt on the issuance
of debentures in 2020 and an increase in bank indebtedness of $2.3 million, offset by a decrease of $2.9
million in the deferred financing costs relating to the issuance of the debenture in 2020.
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Cash flows used in financing activities for the year ended December 31, 2021 were $58.5 million, an
increase of $36.4 million compared with cash flows used in financing activities of $22.1 million for the same
period in 2020. The increasein cashflows used in financing activities is mainly attributable the redemption
of the 5.5% debentures in January 2021 of $47.6 million, offset by an increase in bank indebtedness of
$2.3 million and an increase in deferred financing costs in relation to the renewal of the credit facility in
September 2021.

INVESTING ACTIVITIES

Cash flows used in investing activities for the three months ended December 31, 2021 were $3.7 million, a
decrease of $5.5 million compared to cash flows used in investing activities $9.3 million for the same period
in 2020. The decrease in cash flows used in investing activities is mainly attributable to the proceeds from
sale of investment of $0.9 million, a decrease in capital expenditure of property and equipment of $0.7
million, offset by an increase in capital expenditure of intangible assets of $1.0 million and a decrease in
acquisition payments of $5.5 million.

Cash flows used in investing activities for the year ended December 31, 2021 were $7.3 million, a decrease
of $7.0 million compared to cash flows used in investing activities $14.3 million for the same period in 2020.
The decrease in cash flows used in investing activities is mainly attributable to the proceeds from sale of
investment of $0.9 million, a decrease in capital expenditure of property and equipment of $1.7 million and
a decrease in acquisition payments of $5.5 million, offset by an increase in capital expenditure of intangible
assets of $0.8 million

CREDIT FACILITY

On September 29, 2021, 1Bl Group entered into an amended agreement on its credit facilities extending
the maturity date to September 29, 2025 maintaining the maximum amount available on the swing line
facility to $20 million. The total revolver facility remains unchanged at $130 million. As at December 31,
2021, the interest on Canadian borrowings was 2.45% (December 31, 2020 — 2.45%).

The definitions and financial covenants under the new facility are substantially the same.

Facility interest margins:

Applicable Margin

for Libor Loans,
Acceptances and
for Floating Rate [Standby Instruments|for the Commitment
Level R isthe Leverage Ratig Loans is is Fee is
I R <1.00:1 0% +1.45% +0.29%
Il 1.00:1 <R <1.50:1 +0.75% +1.70% +0.34%
11 1.50:1 <R <2.00:1 +1.00% +2.00% +0.45%
v 2.00:1 <R <2.50:1 +1.25% +2.25% +0.50625%
\Y R > 2.50:1 +1.50% +2.50% +0.5625%
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As at December 31, 2021, IBI Group has borrowings of $nil (December 31, 2020 - $nil) under the credit
facilities, which has been recognized net of deferred financing costs of $nil (December 31, 2020 - $nil).

As at December 31, 2021, IBI Group has bank indebtedness of $2.3 million (December 31, 2020 - $nil)

As at December 31, 2021, IBI Group has letters of credit outstanding of $9.0 million (December 31, 2020 -
$10.8 million), of which $8.1 million (December 31, 2020 - are issued under a $20.0 million facility which
matures on June 30, 2022 and supports letters of credit backstopped by Export Development Canada.
Advances under the revolver facility bear interest at a rate based on the Canadian dollar prime rate, US
dollar base rate, CDOR, SOFR or Banker’s Acceptance rates plus, in each case, an applicable margin. At
December 31, 2021 $nil million was outstanding under Bankers’ Acceptance (December 31, 2020 - $nil).

As at December 31, 2021, IBI Group has surety bonds outstanding of $4.6 million (December 31, 2020 -
$4.6 million), with Liberty Mutual Insurance. These bonds are security agreements necessary to backstop
certain Intelligence projects in the U.S segment.

This facility is subject to compliance with certain financial, reporting and other covenants. The financial
covenants under the agreement include a leverage ratio, interest coverage ratio, and restrictions on
distributions, if certain conditions are not met. IBl Group was in compliance with its credit facility covenants
as at December 31, 2021.

Continued compliance with the covenants under the amended credit facilities is dependent on 1Bl Group
achieving revenue forecasts, profitability, reducing costs and continued improvements in working capital.
Market conditions are difficult to predict and there is no assurance that IBI Group will achieve its forecasts.
In the event of non-compliance, IBI Group’s lenders have the right to demand repayment of the amounts
outstanding under the lending agreements or pursue other remedies if 1Bl Group cannot reach an
agreement with its lenders to amend or waive the financial covenants. As in the past, the Company will
carefully monitor its compliance with the covenants and will seek waivers, subject to lender approval, as
may become necessary from time to time. During the year end December 31, 2021, no waivers were
sought.

SECURITY INTEREST OF SENIOR LENDERS

Guarantees from certain subsidiaries of 1Bl Group as well as 1Bl Group Architects (Ontario), and a first
ranking security interest in all of the assets of IBl Group and the guarantors, subject to certain permitted
encumbrances, have been pledged as security for the indebtedness and obligations of IBI Group under the
credit facilities. The indebtedness secured by these security interests will rank senior to all other security
over the assets of IBI Group and the guarantors, subject to certain permitted encumbrances.
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DEBENTURES

The carrying value of the convertible debentures as at December 31, 2021 is as follows:

OTHER
FINANCIAL
LIABILITY LIABILITY
COMPONENT COMPONENT TOTAL
5.5% Debentures (Redeemed on January 15,
2021)

Balance at December 31, 2020 $ 46,000 $ 730 $ 46,730
Accretion of 5.5% Debentures - - -
Change in fair value of other financial liabilities - 908 908
Redemption of 5.5% Debentures (46,000) (1,638) (47,638)

BALANCE, DECEMBER 31, 2021 $ -9 -3 -
6.5% Debentures (matures on December 31,
2025)

Balance at December 31, 2020 $ 43,186 $ -3 43,186

Accretion of 6.5% Debentures 477 - 477
BALANCE, DECEMBER 31, 2021 $ 43,663 $ -$ 43,663

5.5% DEBENTURES ($46.0 MILLION PRINCIPAL, REDEEMED ON JANUARY 15, 2021)

In September 2016, the Company issued 5.5% Debentures of $46.0 million with a maturity date of
December 31, 2021. The 5.5% Debentures were convertible into common shares of the Company at the
option of the holder at a conversion price of $8.35 per common share. The 5.5% Debentures were not
redeemable at the option of the Company before December 31, 2019. The 5.5% Debentures were
redeemable by the Company at a price of $1,000 per 5.5% Debenture, plus accrued and unpaid interest,
on or after December 31, 2019 and prior to December 31, 2020 (provided that the volume weighted average
trading price of the shares of the Company on the TSX for the 20 consecutive trading days ending five
trading days preceding the date on which notice of redemption was given, is not less than 125% of the
conversion price of $8.35 per share). On or after December 31, 2020 and prior to the maturity date, the
5.5% Debentures were redeemable by the Company at a price of $1,000 per 5.5% Debenture, plus accrued
and unpaid interest. The 5.5% Debentures bore interest from the date of issue at 5.5% per annum, payable
in equal semi-annual payments in arrears on June 30th and December 31st of each year, commencing
June 30, 2017.

The 5.5% Debentures were recorded as a hybrid financial instrument. The non-derivative debt (interest and
principal portion) was recorded at fair value on the date of issue and was recognized at $32.5 million which
was net of deferred financing costs of $2.6 million, estimated using discounted future cash flows at an
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estimated discount rate of 11.5%. Subsequently the non-derivative debt component was measured at
amortized cost using the effective interest method over the life of the debenture.

The derivative component of this hybrid financial instrument representing the conversion feature of the 5.5%
Debentures was measured at fair value of $10.9 million at the date of issuance, and recorded as part of
Other financial liabilities in the consolidated statement of financial position. This conversion feature was
unique to this issuance of convertible debt given IBI had the right to settle any request to convert debentures
to IBI shares by the Debenture holders for an equivalent amount of cash. As at December 31, 2021, the
fair value of the derivative component was $nil (December 31, 2020 - $0.7 million).

On December 15, 2020, the Company issued a redemption notice pursuant to the convertible debenture
indenture dated September 2016 (the “Indenture”) to redeem the entire aggregate principle amount of $46.0
million of its outstanding 5.5% convertible unsecured subordinated debentures due December 31, 2021
and having a conversion price of $8.35 per common share, which were listed for trading on the Toronto
Stock Exchange under symbol “IBG.DB.D” in accordance with the terms of the Debentures. The Company
satisfied its obligation to pay to the holders of the Debentures the Redemption Price in cash through
available funds. The Debentures were redeemed on January 15, 2021 (Redemption Date). The total
redemption amount paid for the Debentures was $47.6 million.
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6.5% DEBENTURES ($46.0 MILLION PRINCIPAL, MATURES ON DECEMBER 31, 2025)

On October 02, 2020, the Company issued 6.5% senior, unsecured Debentures of $46.0 million with a
maturity date of December 31, 2025. The Debentures bear interest at the rate of 6.5% per annum, payable
semi-annually in arrears on June 30 and December 31 of each year, commencing December 31, 2020. The
use of the net proceeds was to repay the 5.5% Debentures.

On or after December 31, 2023, but prior to December 31, 2024, the 6.5% Debentures are redeemable, in
whole or in part from time to time at the option of the Company at a price equal to 103.25% of the principal
amount of the Debentures redeemed plus accrued and unpaid interest. On or after December 31, 2024
but prior to the maturity date of December 31, 2025, the Debentures are redeemable at a price equal to
their principal amount plus accrued and unpaid interest.

On redemption or at maturity on December 31, 2025, the Company has the option to repay the debentures
in either cash or freely tradable voting shares of the Company obtained by dividing $1 by 95% of the current
market price of the share on the date fixed for redemption or the maturity date.

In the event of a change in control, as defined in the indenture, on or after December 31, 2023 but before
December 31, 2024, the Company will be required to make an offer to the holders of the debentures to
repurchase the debentures at a price equal to 103.25% of the principal amount plus accrued and unpaid
interest. On or after December 31, 2024 the price is equal to the principal plus accrued and unpaid interest.

Each embedded feature was evaluated separately, and it was determined that the economic and risk
characteristics are not closely related to the host contract. It has been assessed that the identified
embedded derivative as at the date of issuance and December 31, 2021 had nominal value and therefore
were not accounted for as separate financial instruments.

The 6.5% Debentures were therefore recorded as a financial instrument. The debt was recorded at carrying
value of $46.0 million net of deferred financing costs of $2.9 million on the date of issuance.

The 6.5% Debentures are measured subsequently at amortized cost using the effective interest method
over the life of the debenture.

RISK MANAGEMENT

The Company has exposure to market, credit and liquidity risk and other business risks. The Company’s
primary risk management objective is to protect the Company’s audited consolidated statement of financial
position, comprehensive income (loss) and cash flow in support of sustainable growth and earnings. The
Company’s financial risk management activites are governed by financial policies that cover risk
identification, tolerance, measurement, authorization levels, and reporting.

MARKET RISK

In December 2019, a novel coronavirus disease (“COVID-19”) was reported and in January 2020, the World
Health Organization (“WHO”) declared it as a Public Health Emergency of International Concern. On
February 28, 2020 the WHO raised its assessment of the COVID-19 threat from high to very high at a global
level due to the continued increase in the number of cases and affected countries, on March 11, 2020, the
WHO characterized COVID-19 as a pandemic.
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To date, the Company has been able to operate under normal business conditions, however the broader
implications of COVID-19 on the results of operations and overall financial performance remain uncertain.
The COVID-19 pandemic and its adverse effects have become more prevalent in the locations where the
Company, our customers, suppliers, and third-party business partners conduct business. The Company
may experience curtailed customer demand that could have a material adverse impact the business, results
of operations, and overall financial performance of future periods, specifically the Company may experience
impacts from customers delaying consulting services and reduced market spending.

The duration and extent of the impact from the COVID-19 pandemic depends on future developments that
cannot be accurately predicted at this time, such as the severity and transmission rate of the virus, the
extent and effectiveness of containment actions, and the impact of these and other factors on our
employees, customers, partners, and vendors.

INTEREST RATE RISK

The Company’s credit facilities have floating-rate debt, which subjects it to interest rate cash flow risk.
Advances under these credit facilities bear interest at a rate based on the Canadian dollar, US dollar base
rate, CDOR, SOFR or banker’s acceptance rates, plus, in each case, an applicable margin.

In response to the COVID-19 pandemic the Canadian dollar and US dollar prime rates were drastically
decreased by the respective governing bodies.

If the interest rate on the Company’s variable rate loan balance as at December 31, 2021, had been 50
basis points higher or lower, with all other variables held constant, net income for the year ended
December 31, 2021 would have decreased or increased by a nominal amount.

CURRENCY RISK

The Company’s foreign exchange risk is the risk that the fair value of the future cash flows of a financial
instrument will fluctuate as a result of changes in foreign exchange rates. The Company’s policy has been
to economically hedge foreign exchange exposures rather than purchasing currency swaps and forward
foreign exchange contracts.

Foreign exchange gains or losses in the Company’s net income arise on the translation of foreign-
denominated intercompany loans held in the Company’s Canadian operations and financial assets and
liabilities held in the Company’s foreign operations. The Company minimizes its exposure to foreign
exchange fluctuations on these items by matching U.S dollar liabilities when possible.

If the exchange rates had been 100 basis points higher or lower as at December 31, 2021, with all other
variables held constant, total comprehensive income would have increased or decreased by $0.1 million
for the year ended December 31, 2021. If the exchange rates had been 100 basis points higher or lower as
at December 31, 2021, with all other variables held constant, net income would also have increased or
decreased by $0.2 million for the year ended December 31, 2021.

CREDIT RISK

Financial instruments that subject the Company to credit risk consist primarily of accounts receivable. The
Company maintains an allowance for estimated credit losses on accounts receivable. The estimate is based
on the best assessment of the ultimate collection of the related accounts receivable balance based, in part,
on the age of the outstanding accounts receivable and on its historical impairment loss experience.
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The Company provides services to diverse clients in various industries and sectors of the economy, and its
credit risk is not concentrated in any particular client, industry, economic or geographic sector. In addition,
management reviews accounts receivable past due on an ongoing basis with the objective of identifying
matters that could potentially delay the collection of funds (at an early stage). The Company monitors
accounts receivable with an internal target of working days of revenue in accounts receivable (a non-IFRS
measure). At December 31, 2021 there were 63 working days of revenue in accounts receivable, which
remained unchanged from December 31, 2020. The maximum exposure to credit risk, at the date of the
consolidated statement of financial position to recognized financial assets is the carrying amount, net of
any provisions for impairment of those assets, as disclosed in the consolidated statement of financial
position.

A significant portion of the accounts receivable are due from government and public institutions.
Receivables that are neither past due nor impaired are considered by management to have no significant
collectionrisk. The liquidity of customers and their ability to pay receivables are considered in assessing
the impairment of such assets. No collateral is held in respect of impaired assets or assets that are past
due but not impaired.

As a result of the COVID-19 pandemic the Company is closely monitoring its outstanding receivables and
unbilled effort and working with our customers to assess whether additional impairments and reserves are
required. The Company has not identified any increased risk in collections at this time.

The Company, upon entering in a contract as the lessor assesses the credit risk of the lease receivable
balance at the inception of the contract. The impact of the credit risk is included as part of the discount rate
upon recording the asset on the statement of financial position. The Company assesses the asset for
changes in the credit risk at each reporting period, with the impact of any gains and losses recognized on
the statement of financial position. For the three and year ended December 31, 2021, no changes in credit
risk were identified.

LIQUIDITY RISK

The Company strives to maintain sufficient financial liquidity to withstand sudden adverse changes in
economic circumstances. Management forecasts cash flows for its current and subsequent fiscal years to
identify financing requirements. These requirements are then addressed through a combination of
committed credit facilities (as described in the consolidated financial statements Note 6 — Financial
Instruments) and access to capital markets.

As a result of COVID-19 the Company’s existing cash and cash equivalents may fluctuate as a result of
increased collection risk and the risk of a slowdown in work to be completed and billed. However, based
on the Company’s current business plan and revenue prospects, the Company believes that the existing
cash and cash equivalents, anticipated cash flows from operations, and available credit facility will be
sufficient to meet the working capital and operating resource expenditure requirements.

On September 29, 2021, 1Bl Group signed an amendment to refinance its credit facilities with its senior
lenders. (refer to the condensed consolidated interim financial statements Note 6 — Financial Instruments).

As at December 31, 2021, a foreign subsidiary of the Company had issued letters of credit in the amount
of U.S $2.3 million, which is equal to CAD $2.9 million (December 31, 2020 — CAD $3.0 million). The
Company has pledged U.S $2.3 million (December 31, 2020 — U.S $2.3 million) of cash as security for
these letters of creditissued by a foreign financial institution on behalf of the foreign subsidiary.

As at December 31, 2021, a foreign subsidiary of the Company issued letters of creditin the amount of INR
0.7 million INR, which is equal to a nominal CAD amount (December 31, 2020 — nominal CAD amount).
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The Company has pledged INR 0.7 million (December 31, 2020 — INR 0.7 million) of cash as security for
these letters of creditissued by a foreign financial institution on behalf of the foreign subsidiary.

As at December 31, 2021, the Company has letters of credit outstanding of $9.0 million (December 31,
2020 - $10.8 million), of which $0.8 million (December 31, 2020 - $0.7 million) are outstanding to foreign
institutions with the remaining $8.1 million (December 31, 2020 — $10.1 million) being issued under a $20.0
million facility which matures on June 30, 2022 and supports letters of credit backed by Export Development
Canada.

As at December 31, 2021, IBI Group has surety bonds outstanding of $4.6 million (December 31, 2020 -
$4.6 million), with Liberty Mutual Insurance. These bonds are security agreements necessary to backstop
certain Intelligence projects in the U.S segment.

ABILITY TO MAINTAIN PROFITABILITY AND MANAGE GROWTH

There can be no assurance that IBl's business and growth strategy will enable it to sustain profitability in
future periods. IBI's future operating results will depend on a number of factors, including its ability to
continue to successfully execute its business and growth strategy. There can be no assurance that 1Bl will
be successful in achieving its strategic plan or that its strategic plan will enable it to maintain its historical
revenue growth rates or to sustain profitability. Failure to successfully execute any material part the strategic
plan could have a material adverse effect on IBI's business, financial condition and operating results.

There can be no assurance that IBI will be able to effectively manage its growth, and any failure to do so
could have a material effect on IBl's business, financial condition and results of operations.

GENERAL STATE OF THE ECONOMY

The industries in which IBI operates are affected by general economic conditions, including international,
national, regional and local economic conditions, all of which are outside of the control of IBl. Economic
slowdowns or downturns, adverse economic conditions, cyclical trends, increases in interest rates,
variations in currency exchange rates or currency restrictions and other factors could have a material
adverse effect on the business, financial condition and results of operations of IBI. Although IBl's operations
are functionally and geographically diversified, significant erosion in levels of activity in any practice area
could have a negative impact on IBl's business, financial condition and results of operations. Clients may
undertake fewer projects during difficult economic times, resulting in limited implementation of new
technology and smaller engagements. Competition may increase and pricing for services may decline as
competitors may decrease rates to maintain or increase their market share in the industry.

IBI'S OPERATIONS AND FINANCIAL RESULTS MAY BE ADVERSELY AFFECTED BY THE COVID-19
PANDEMIC

In December 2019, COVID-19 was reported and in January 2020, the World Health Organization declared
it as a Public Health Emergency of International Concern. On February 28, 2020, the World Health
Organization raised its assessment of the COVID-19 threat from high to very high at a global level due to
the continued increase in the number of cases and affected countries. On March 11, 2020, the World Health
Organization characterized COVID-19 as a pandemic.

Todate, the Corporation has been able to operate under normal business conditions. However, the broader
implications of COVID-19 on IBI's results of operations and overall financial performance remain uncertain.
The COVID-19 pandemic and its adverse effects have become more prevalent in the locations where the
Corporation, its clients, suppliers, and third-party business partners conduct business. IBl may experience
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curtailed client demands that could have a material adverse impact on its business, results of operations,
and overall financial performance of future periods, specifically IBI may experience impacts from clients
delaying consulting services and reduced market spending.

The duration and extent of the impact from the COVID-19 pandemic depends on future developments that
cannot be accurately predicted at this time, such as the severity and transmission rate of the virus, the
extent and effectiveness of containment actions, and the impact of these and other factors on the
Corporation's employees, clients, partners, and vendors.

RELIANCE ON KEY PROFESSIONALS

IBI's operations are dependent on the abilities, experience and efforts of its professionals, many of whom
have significant reputations and contacts in the industries serviced by IBl. Hiring and retaining highly
qualified professionals with the appropriate training and expertise may be difficult. Should members of IBl's
professional staff be unable or unwilling to continue their relationship with 1BI, IBI would be required to
recruit and/or train new employees. This could result in lost revenue and/or increased costs.

COMPETITION IN THE INDUSTRY

IBl operates in a competitive global marketplace. Some of its competitors have achieved substantially more
market penetration in certain of the areas in which IBI provides services and technologies. In addition, some
of IBl's competitors have substantially more financial, marketing and sales resources and/or financial
flexibility than IBI. These competitive forces could have a material adverse effect on IBI's business, financial
condition and results of operations by reducing its relative market share in the areas it serves. There can
be no assurance that IBI will succeed in providing competitively priced services and technologies at levels
of service and quality that will enable IBI to continue to maintain and grow its market share.

IBI must constantly adapt its services and technologies and solutions to maintain and improve its
competitive advantage and remain able to provide cost effective services and technologies and solutions
that are in demand. The markets in which IBI operates are extremely competitive and there can be no
assurance that IBI will succeed in developing and adapting its business in a timely manner. If IBI does not
keep pace, its ability to retain existing clients and gain new business may be adversely affected.

REPUTATION AND GOODWILL IN THE INDUSTRY

Reputation and goodwill play an important role in the long-term success of any firm in the professional
services and technologies industry. Negative opinion may impact long-term results and can arise from a
number of factors including competence, losses on specific projects, questions concerning business ethics
and integrity, corporate governance, the accuracy and quality of financial reporting and public disclosure
as well as the quality and timing of the delivery of key products and services. IBl has implemented various
procedures and policies to help mitigate this risk including the adoption of the Code which all employees
are expected to review and abide by. Nevertheless, the adoption of corporate policies and training of
employees cannot guarantee that a future breach or breaches of the Code or other corporate policies will
not occur which may or may not impact the financial results of IBI.

TIMELY COMPLETION OF PROJECTS AND PERFORMANCE OF OBLIGATIONS

IBI may sometimes guarantee to its clients that it will complete a project by a scheduled date. If the project
is not completed by the scheduled date, 1Bl may incur significant additional costs or be held responsible for
the costs incurred by the client to rectify damages due to the late completion. To the extent that such an
event occurs, the total costs of the project could exceed IBl's estimates and it could experience reduced
profits or, in some cases, a loss on that project.
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IBl's success depends in large part on whether Bl fulfills its contractual obligations with clients and keeps
its clients satisfied. If IBI fails to satisfactorily perform its contractual obligations or address performance
issues, or makes professional errors in the services that it provides, then clients could terminate projects,
exposing IBI to legal liability, loss of its professional reputation and risk of reduced profits or, in some cases,
a loss on that project.

FIXED-PRICE CONTRACTS

A portion of IBl's revenues come from fixed-price contracts. A fixed-price contract requires IBI to either
perform all or a specified part of work under the contract for a specified lump-sum. Fixed-price contracts
expose IBl to a number of risks not inherent in cost-plus contracts, including underestimation of costs,
ambiguities in specifications, unforeseen costs or difficulties, problems with new technologies, delays
beyond the control of IBI, failures of subcontractors to perform and economic or other changes that may
occur during the contract period. Increasing reliance on fixed-price contracts and/or increasing size of such
contracts would increase this exposure. The failure to properly assess a wide variety of risks, appropriately
execute such contracts, or contractual disputes may have an adverse impact on financial results.

SUBCONTRACTOR PERFORMANCE

The profitable completion of some contracts depends to a large degree on the satisfactory performance of
subcontractors and design and engineering consultants who complete different elements of the work. If
these subcontractors do not perform to accepted standards, IBI may be required to hire different
subcontractors to complete the tasks, which may impact schedule, add costs to a contract, impact
profitability on a specific job and, in certain circumstances, lead to significant losses. A major subcontractor
default or failure to properly manage subcontractor performance could materially impact results.

INTERNATIONAL OPERATIONS SUBJECT TO NUMEROUS RISKS

In addition to its operations in Canada, IBI has operations in the United States, the United Kingdom,
Western Europe, the Middle East and Asia, and derives a significant percentage of its revenues from
operations outside of Canada. International business is subject to a variety of specific risks, including: (i)
greater risk of uncollectible accounts and longer collection cycles; (ii) currency fluctuations; (iii) logistical
and communications challenges; (iv) potential adverse changes in laws and regulatory practices; (v)
changes in labour conditions; (vi) general economic and political conditions in the foreign markets; and (vii)
international hostilities. These and other risks associated with international operations could harm IBl's
overall operations and adversely affect its business, financial condition and results of operations.

REGULATORY RISK

IBI's global operations require it to be compliant with laws in many jurisdictions on matters such as:
professional licensing, taxation, immigration, and anti-corruption, trade restrictions, securities regulation,
antitrust, data privacy and labour relations, amongst others. Complying with these diverse requirements
worldwide is a challenge and consumes significant resources. Some of these laws may impose conflicting
requirements; IBl may face the absence in some jurisdictions of effective laws to protect IBI's intellectual
property rights; there may be restrictions on the movement of cash and other assets; or restrictions on the
import and export of certain technologies; or restrictions on the repatriation of earnings and reduce IBl's
earnings, any of which may expose IBI to risks for non-compliance and harm IBI's reputation in those
jurisdictions.
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REDUCTION OF BACKLOG

IBI cannot guarantee that the revenues projected in its backlog will be realized or, if realized, will result in
profits. Projects may remainin IBl's backlog for an extended period of time. In addition, project cancellations
or scope adjustments may occur from time to time with respect to contracts reflected in IBl's backlog.
Backlog reductions adversely affectthe revenue and profit that IBI actually receives from contracts reflected
in its backlog. Future project cancellations and scope adjustments could further reduce the dollar amount
of IBl's backlog and the revenues and profits that IBI actually receives. Most of IBl's contracts for
professional services with its clients are terminable by the clients on short notice. If a reduction in IBl's
backlog occurs, IBI could incur costs resulting from reductions in staff that would have the effect of reducing
its profits.

INTEREST RATE FLUCTUATIONS

IBI Group may be exposed to fluctuations in interest rates under its floating-rate debt. Increases in interest
rates may have an adverse effect on the earnings of IBI.

EXCHANGE RATE FLUCTUATIONS AND CURRENCY CONTROLS

IBl earns a significant percentage of its revenues outside of Canada. IBl's functional and reporting currency
is the Canadian dollar. As such, the United States, the United Kingdom, European, Middle Eastern and
Asian investments, operations and assets are exposed to variances in currency exchange rates. Volatility
in exchange rates could have an adverse effect on IBl's business, financial condition and results of
operations.

ASSUMPTION OF UPFRONT RISK IN PARTICIPATING IN CONSORTIA BIDDING ON LARGE
PROJECTS

In order to adapt to the current trends affecting the manner in which professional services are provided in
the areas in which IBl operates, IBl is, among other things, participating inlarger projects and projects being
contracted through alternative project delivery and assuming a significant amount of upfront risk in order to
participate in consortia formed to bid on these projects. Both the participation in these projects and the
assumption of greater degrees of upfront risk for time invested in participating in consortia for such projects
which may ultimately not be recoverable could have a material adverse effect on IBI's business, financial
condition and results of operations.

INFORMATION SYSTEMS, CYBER SECURITY, DATA PROTECTION AND INFRASTRUCTURE RISKS

In the ordinary course of its business, IBI collects, stores, processes and/or transmits sensitive data
belonging to its clients, partners, vendors, employees and contractors as well as IBl's own proprietary
business information and intellectual property. Processing, maintaining, retiring and transmitting
confidential information securely is critical to IBI's workflow operations and delivery of products and services
to its clients. IBI faces risks inherent in protecting the security of such confidential data which have grown
in complexity, magnitude and frequency in recent years. Despite the robust security measures IBI has
implemented, its data, systems and infrastructure may be vulnerable to cyber attacks or breached due to
employee error, malfeasance or other disruptions. These security breaches could materially compromise
IBI's information, disrupt its business operations or cause IBI to breach its client obligations thereby
exposing IBI to liability, reputational harm and/or significant remediation costs. A theft, loss, corruption,
exposure, fraudulent use or misuse of client information whether by third parties or as a result of employee
malfeasance could result in significant remediation and other costs, fines, litigation or regulatory actions
against IBI, as well as cause reputational harm, negatively impact IBl's competitive position and affect its
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financial results. IBI is increasingly relying on third-party data storage providers, including cloud storage
solution providers, resulting in less direct control over its data and system processing. Such third parties
may also be vulnerable to security breaches for which IBI may not be indemnified and which could cause
materially adverse harm to IBI's reputation and competitive position and affect its financial results. IBl is
continuously working to install new, and upgrade its existing, IT systems and provide employee awareness
training around phishing, malware, and other cyber risks to ensure that 1Bl is protected, to the greatest
extent possible, against cyber risks and security breaches.

PROTECTION OF INTELLECTUAL PROPERTY AND PROPRIETARY RIGHTS

IBl's success depends, in part, on its ability to protect its proprietary methodologies, processes, know-how,
tools, techniques and other intellectual property that IBI uses to provide its services. Although IBI takes
reasonable steps (e.g. available copyright protection and, in some cases, patent protection) to protect and
enforce its intellectual property rights, there is no assurance that such measures will be enforceable or
adequate. The cost of enforcing IBI's rights can be substantial and, in certain cases, may prove to be
uneconomic. In addition, the laws of some countries in which IBI conducts business may offer only limited
intellectual property rights protection. Despite IBl's efforts, the steps taken to protect IBl's intellectual
property may not be adequate to prevent or deter infringement or other misappropriation of intellectual
property, and IBI may not be able to detect unauthorized use of its intellectual property, or take appropriate
steps to enforce its intellectual property rights.

INSURANCE LIMITS

Management believes that IBI's professional errors and omissions insurance and director and officer liability
insurance coverage addresses all material insurable risks, provides coverage that is similar to that which
would be maintained by a prudent operator of a similar business and is subject to deductibles, limits and
exclusions which are customary or reasonable given the cost of procuring insurance and current operating
conditions. However, there can be no assurance that such insurance will continue to be offered on an
economically feasible basis, that all events that could give rise to a loss or liability are insurable, or that the
amounts of insurance will at all times be sufficient to cover each and every loss or claim that may occur
involving the assets or operations of IBI.

DIVIDENDS

The Corporation has not paid any dividends since prior to the Arrangement. The declaration and payment
of dividends on Shares is at the discretion of the board of Corporate Directors. The cash available for
dividends is a function of numerous factors, including IBl's financial performance, the impact of interest
rates, debt covenants and obligations under the Credit Facilities, working capital requirements and future
capital requirements. Currently IBI's business strategy is to use available cash to repay outstanding loans
and for general corporate purposes. The Corporation does not expect to declare and issue any dividends
on the Shares in the immediate future.

BENEFITS OBTAINED FROM GOVERNMENT SPONSORED PROGRAMS

IBI benefits from some government sponsored programs designed to support research and development,
labour and economic growthin jurisdictions where IBI operates. Government programs reflect government
policy and depend on various political and economic factors. There can be no assurance that such
government programs will continue to be available to IBI or its clients in the future, or will not be reduced,
amended or eliminated. Any future government program reductions or eliminations or other amendments
to relevant tax credit programs could increase operating or capital expenditures incurred by IBl and have a
material adverse effect on net earnings or cash flow.
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RISK OF FUTURE LEGAL PROCEEDINGS

From time to time IBl is named as a defendant in, or may become subject to, various legal proceedings in
the ordinary course of conducting its business, including lawsuits based upon professional errors and
omissions. A significant judgment against IBI or the imposition of a significant fine or penalty as a result of
a finding that IBI has failed to comply with laws or regulations could have a significant adverse impact on
IBI's business, financial condition and results of operations. IBI typically uses reasonable efforts to include
provisions in contracts which are designed to limit exposure to legal claims relating to services and the
applications IBI develops. IBI may not always be able to include such provisions and, where successful,
they may not adequately cover such risks or may not be enforceable under some circumstances or under
the laws of some jurisdictions.

DEPENDENCE OF THE CORPORATION ON IBI GROUP

The Corporation is a holding company which is entirely dependent on the operations and assets of IBI
Group through the ownership of Class A Units and is susceptible to fluctuations in performance of IBl Group
and its subsidiaries.

UNPREDICTABILITY AND VOLATILITY OF SHARE PRICE

A publicly-traded corporation will not necessarily trade at values determined by reference to the underlying
value of its business. The prices at which the Shares trade cannot be predicted. The market price of the
Shares could be subject to significant fluctuations in response to variations in quarterly operating results
and other factors. In addition, the securities markets have experienced significant price and volume
fluctuations from time to time in recent years that often have been unrelated or disproportionate to the
operating performance of particular issuers. These broad fluctuations may adversely affect the market price
of the Shares.

LEVERAGE AND RESTRICTIVE COVENANTS

IBI has third-party debt service obligations under the Credit Facilities. See "Credit Facilities" below. The
degree to which IBI is leveraged could have important consequences to the Shareholders, including: (i)
IBI's ability to obtain additional financing for working capital in the future may be limited; (ii) a portion of IBI
Group's cash flow from operations may be dedicated to the payment of the principal of and intereston its
indebtedness, thereby reducing funds available for distribution to IBI; and (iii) certain of 1Bl Group's
borrowings will be at variable rates of interest, which will expose IBI to the risk of increased interest rates.
IBI's ability to make scheduled payments of the principal of or interest on, or to refinance, its indebtedness
will depend on its future cash flow, which is subject to the operations of IBI, prevailing economic conditions,
prevailing interest rate levels, and financial, competitive, business and other factors, many of which are
beyond its control.

The Credit Agreement contains numerous restrictive covenants that limit IBI's discretion with respect to
certain business matters, including the ability to incur additional indebtedness, create liens or other
encumbrances, to pay distributions, to make certain other investments and loans, to sell or otherwise
dispose of assets and to merge or consolidate with another entity. In addition, the Credit Agreement
contains a number of financial covenants that require IBI Group to meet certain financial ratios and financial
condition tests. A failure by IBI to comply with its obligations under the Credit Agreement could resultin a
default, which, if not waived, could permit acceleration of the relevant indebtedness. Ifindebtedness under
the Credit Facilities were to be accelerated, there can be no assurance that the assets of IBl Group would
be sufficient to repay in full that indebtedness.
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IBI Group's Credit Facilities will need to be renewed or refinanced no later than September 29, 2025.
Although IBI believes that it can negotiate an extension or renewal of the Credit Facilities or obtain
replacement financing prior to the expiration of the Credit Facilities, there can be no assurance that the
Credit Facilities will be extended or renewed or that future borrowings will be available to 1Bl Group, or
available on acceptable terms, in an amount sufficient to meet IBl's financing requirements at that time. If
such an extension or renewal or future borrowings were not available, or not available on acceptable terms,
it would have a material adverse impact on IBl's business and financial condition.

THE CORPORATION MAY ISSUE ADDITIONAL SHARES DILUTING EXISTING SHAREHOLDERS'
INTERESTS

The Corporation is authorized by its articles to issue an unlimited number of Shares for such consideration
and on such terms and conditions as shall be established by the Corporate Directors without the approval
of the Shareholders. Additional Shares will be issued by the Corporation upon the exchange of the
Partnership Units held by the Management Partnership and may be issued upon the conversion of IBl's
convertible debentures. The issuance of additional Shares will dilute existing Shareholder's interests.

INCOME TAX MATTERS — CANADA

The income of IBI and its related entities must be computed in accordance with Canadian and foreign tax
laws, as applicable, and IBI is subject to Canadian tax laws, all of which may be changed in a manner that
could adversely affect IBI's profitability. IBl's competitiveness may be negatively affected by reduced tax
rates applicable to competitors resident in jurisdictions outside than Canada.

If the Shares cease to be listed on a "designated stock exchange" as defined in the Income Tax Act
(Canada) and the regulations thereunder (the "Tax Act"), the Shares may cease to be qualified investments
for registered retirement savings plans, registered retirement income funds, deferred profit sharing plans,

registered education savings plans, registered disability savings plans and the tax-free savings accounts

(collectively, the "Plans"). IBI will endeavour to ensure that the Shares continue to be qualified investments

for the Plans. The Tax Act imposes penalties for the acquisition or holding of non-qualified investments in

such plans and there is no assurance that the conditions prescribed for such qualified investments will be
adhered to at any particular time. There can also be no assurance that taxation authorities will accept other
tax positions adopted by IBI, including its determination of the amounts of federal and provincial income
and capital taxes and interest expense, which could adversely affect IBl's profitability.

Although it is anticipated that all expenses including any interest expenses claimed and to be claimed by
the Corporation, IBI Group and the other entities indirectly owned by IBI and operating in numerous
jurisdictions are or will be reasonable and deductible and that the allocation of income amongst such entities
will not be challenged, there can be no assurance that the relevant taxing authorities will agree. If any
relevant taxing authority successfully challenges the deductibility of any such expenses or the allocation of
such income, the profitability of IBI may be adversely affected.

INCOME TAX MATTERS — UNITED STATES

There can be no assurance that United States federal income tax laws and the administrative policies of the
United States Internal Revenue Service (the "IRS") respecting the United States tax consequences of an
investment in the Shares and the structure of IBI and its subsidiary entities will not develop or be changed in a
manner that adversely affects Shareholders.

The United States transfer pricing rules may limit the ability of 1Bl Group (US) Inc. ("U.S. Subco") or IBI
Group U.S. to deduct the full amount of any management fees to be paid by U.S. Subco or IBl Group U.S.
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to IBI Group or their applications may result in the reallocation of income between 1Bl Group and 1Bl Group
U.S. for United States federal income tax purposes. The IRS may disallow a deduction for that portion of
any management fees that exceed an arm's length fee normally charged for such services or may reallocate
income away from IBI Group in favour of 1Bl Group U.S. IBI has obtained advice from independent tax
advisors as to the requirements to be satisfied under the United States transfer pricing rules and IBI has
developed its policies in light of such rules. While there can be no assurance that the IRS will not take a
contrary position, IBI believes that its position should prevail in such circumstances. A limitation on the
ability of U.S. Subco or IBI Group U.S. to claim deductions for the full amount of management fees paid to
IBI Group or a reallocation of income away from IBI Group in favour of U.S. Subco or IBI Group U.S. could
increase the United States federal income tax liability of U.S. Subco, which could reduce the amount of
distributions which IBI Group would otherwise receive and thereby could have an adverse effect on IBl's
profitability.

INTERNAL AND DISCLOSURE CONTROLS

Inadequate disclosure controls or ineffective internal controls over financial reporting could result in an
increased risk of material misstatements in the financial reporting and public disclosure record of IBI.
Inadequate controls could also result in system downtime, giverise to litigation or regulatory investigation,
fraud or the inability of IBI to continue its business as presently constituted. IBI has designed and
implemented a system of internal controls and a variety of policies and procedures to provide reasonable
assurance that material misstatements in the financial reporting and public disclosures are prevented and
detected on a timely basis and other business risks are mitigated. An internal control system, no matter
how well conceived and operated, can provide only reasonable, not absolute, assurance to management
and the Corporate Directors regarding achievement of intended results. IBI's current system of internal and
disclosure controls places reliance on key personnel to perform a variety of control functions including key
reviews, analysis, reconciliations and monitoring. The failure of individuals to perform such functions or
properly implement the controls as designed could adversely impact results.
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CONTRACTUAL OBLIGATIONS

As part of continuing operations, the Company enters into contractual obligations from time to time. The
table below summarizes the material changes to the contractual obligations due on financial liabilities and
commitments as of December 31, 2021:

Contractual
Obligations Payment Due by Period

(in millions of

Canadian LESS

dollars) THAN 1-3 4-5 AFTER 5
(unaudited) TOTAL 1 YEAR YEARS YEARS YEARS
Accounts

payable and

accrued liabilities® 53.7 $ 537 $ - $ - $ -

Credit facilities’ - - - - -

Interest on credit
facilities'? - - - - -

Senior
unsecured
debentures 46.0 - - 46.0 -

Interest on

senior

unsecured

debentures? 12.0 3.0 6.0 3.0 -

Lease liabilities 76.4 15.7 24.7 19.5 16.5

IFRS 16 exempt

obligations 5.1 2.7 2.3 0.1 -
TOTAL

CONTRACTUAL

OBLIGATIONS _$ 193.2 $ 751 % 33.0% 68.6 $ 16.5

" See liquidity risk section of this MD&A.

2 Advances under the revolver facility bear interest at a rate based on the Canadian dollar prime rate, U.S dollar base rate, CDOR,
SOFR orBanker's Acceptance rates plus, in each case, an applicable margin.

3Includes the amount of cash interest due on the convertible debentures and does not include non-cash accretion.

CAPITAL MANAGEMENT

The Company’s objective in managing capital is to maintain a capital base that will maintain investor,
creditor, and market confidence and to sustain future growth within the business. The Company defines its
capital as the aggregate of credit facilities, convertible debentures, and equity.

The Company has reviewed its anticipated revenues and costs over future years and has determined that
the business has the ability to generate sufficient cash resources to fund its activities. A downturn in the
economy or other unfavourable events may cause this situation to change. In conjunction with this analysis,
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the Company’s financing strategy is to access capital markets to raise debt and equity financing and utilize
the banking market to provide committed term and operating credit facilities to support its short-term and

long-term cash flow needs.

The Company continues to improve their processes and procedures to maximize liquidity and minimize
operational debt. The following table presents the Company’s debt as a ratio of the trailing twelve months
Adjusted EBITDA' for bank covenant purposes in each of the last eight quarters which demonstrates the
improvements made to maximize value and returns to stakeholders while minimizing debt held.

DECEMBER SEPTEMBER JUNE MARCH DECEMBER SEPTEMBER JUNE MARCH
(in thousands of Canadian
dollars) 31,2021 30,2021 30,2021 31,2021 31,2020 30,2020 30,2020 31,2020
Creditfacilities - 33,836 34,342 34,210 - 28,206 46,492 50,486
Debentures 43,663 43,540 43,419 43,301 89,186 41,915 41,180 40,462
Otherfinancialliabilities - - - - 730 265 1,264 780
Less: unrestricted cash (21,473) (44,168) (33,607) (24,906) (32,728) (9,343) (13,491) (7,172)
Netdebt’ 22,190 33,208 44,154 52,605 57,188 61,043 75,445 84,556
Adjusted EBITDA' for bank
covenant purposes
(Trailing 12 months) 52,879 52,530 50,650 49,400 45,734 41,903 41,474 40,501
Netdebt'as a multiple of
adjusted EBITDA"for bank
covenant purposes 0.4 0.6 0.9 1.1 1.3 1.5 1.8 2.1

The following graph represents the Company’s debt at the end of each of the last eight complete annual

fiscal periods.

Total Debt
200,000
' 179,162
180,000
160,000 156,334
140,000 118,141
120,000 ‘ 114,176 107,295
100,000
77,310
80,000
57,188
60,000
40,000 22,190
20,000 -
) 2014 2015 2016 2017 2018 2019 2020 2021
2014 2015 2016 2017 2018 2019 2020 2021
Net debt! as a multiple of
Adjusted EBITDA? for bank
covenant purposes (trailing 12
months) 7.6 3.0 2.8 2.9 1.8 1.3 0.4

' See “Definition of Non-IFRS Measures”.
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FUTURE CASH GENERATION

Specific items of consideration in future cash generation are as follows:

1.

ABILITY TO GENERATE SUFFICIENT CASH

The Company’s existing business plan indicates that future earnings and cash flow generated will
be sufficient to pay down and re-finance existing amounts outstanding within current thresholds
acceptable to lenders. Reference should be made to commentary on forward looking statements
in this document.

CIRCUMSTANCES THAT COULD AFFECT FUNDING

In the event that capital markets deteriorate, or the Company does not execute on its business plan
this will affect ability to attract and / or generate sufficient funds.

WORKING CAPITAL REQUIREMENTS

In the short term the business has sufficient financing to fund its working capital requirements.
Procedures and systems are being implemented that are expected to assist management in
achieving their objective to reduce the level of working capital on the balance sheet. If achieved,
this will reduce existing borrowing amounts.

SITUATIONS INVOLVING EXTENDED PAYMENT

There are situations where arrangements with clients result in extended payment arrangements on
projects. Management is implementing procedures and systems to improve cash flow forecasting
before contracts are signed with clients to continue to ensure that sufficient cash flow is generated
from each project.

CIRCUMSTANCES THAT IMPACT ESSENTIAL TRANSACTIONS

Certain larger projects in the architecture and engineering marketplace require capital investment
to participate in the business opportunity. While the Company will continue to participate in these
activities it will continue to do so only where probability of sufficient cash flow generation is
determined at the beginning of the project.

SOURCES OF FUNDS TO MEET CAPITAL EXPENDITURE REQUIREMENTS

The Company does not have significant capital needs in relation to its cash generating ability. In
the event that capital markets deteriorate, or the Company does not execute on its business plan
this situation may change. Reference should be made to commentary on forward looking
statements in this document.

CREDIT FACILITY

On September 29, 2021, IBI Group entered into an amended agreement to its Credit Facilities
under the existing banking arrangement with its senior lenders. See liquidity risk section of this
MD&A.
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8. DEBENTURES

As outlined above, the Company has one series of debentures as at December 31, 2021 that
provides a basis of capital which requires repayment or refinancing on December 2025. On January
15, 2021, the 5.5% debentures were redeemed for a total of $47.6 million.

SHARE CAPITAL

The Company is authorized to issue an unlimited number of common shares. As at March 9, 2021, the
Company’s common share capital consisted of 31,263,997 shares issued and outstanding.

Each share entitles the holder to one vote at all meetings of shareholders.

The 6,282,222 Class B partnership units of IBI Group are indirectly exchangeable for common shares of
the Company on the basis of one share of the Company for each Class B partnership unit. If all such Class
B partnership units of IBI Group had been exchanged for shares on December 31, 2021 the units issued
on such exchange would have represented a 16.72% interest in the Company.

The holders of the Class B partnership units hold an equal number of non-participating voting shares
which entitle the holder to voting rights at the meetings of shareholders of the Company. The Class B
partnership units have been recorded as a non-controlling interest in these consolidated financial statements
as at December 31, 2021.

On June 14, 2021 The Company received approval from the TSX for a normal course issuer bid (NCIB) to
purchase up to 750,000 of its issued and outstanding shares during the period of June 21, 2021 to June 20,
2022. During the year ended months December 31, 2021, the Company repurchased 52,728 common shares
at a cost of $0.6 million, of which all were cancelled pursuant to the NCIB.

SHARE ISSUANCES

During the three months and year ended December 31, 2021, 6,333 and 76,333 shares, respectively, were
issued as a result of exercises of stock options.

ACCUMULATED OTHER COMPREHENSIVE LOSS

During the three months and year ended December 31, 2021, the Company incurred a $0.9 million and
$1.5 million loss, respectively, related to the translation of financial statements of foreign operations, of
which 83.28% is attributable to common shareholders.

TRANSACTIONS WITH RELATED PARTIES

Pursuant to the Administration Agreement, IBI Group and certain of its subsidiaries are paying to the
Management Partnership an amount representing the base compensation for the services of the partners of
the Management Partnership. The amount paid for such services during the three months ended
December 31, 2021 was $3.2 million and $13.1 million, respectively (three months ended December 31,
2020 - $3.4 million and $14.0 million respectively). As at December 31, 2021, there were 38 partners
(December 31, 2020 — 40 partners). As at December 31, 2021, the amount payable to the Management
Partnership was $0.1 million (December 31, 2020 - $nil).

IBI Group from time to time makes a monthly distribution to each Class B partnership unit holder equal to the
dividend per share (on a pre-tax basis) declared to each shareholder. All of the Class B partnership units
are held by the Management Partnership.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of these consolidated financial statements in accordance with IFRS requires management
to exercise judgement and make estimates and assumptions that affect the application of accounting
policies on reported amounts of assets and liabilities, disclosure of contingent liabilities at the date of the
consolidated statement of financial position, and the reported amounts of revenue and expenses for the
period covered by the consolidated statement of comprehensive income (loss). Actual amounts may differ
from these estimates.

ACCOUNTING DEVELOPMENTS
FUTURE ACCOUNTING POLICY CHANGES

Classification of Liabilities as Current or Non-current (Amendments to IAS 1)

On January 23, 2020, the IASB issued amendments to IAS 1 Presentation of Financial Statements, to
clarify the classification of liabilities as current or non-current. The amendments are effective for annual
periods on or after January 1, 2023 with early adoption permitted. The extent of the impact of the change
has not yet been determined.

Reference to the Conceptual Framework (Amendments to IFRS 3)

On May 14, 2020, the IASB issued References to the Conceptual Framework (Amendments to IFRS 3).
The announcements update a referencein IFRS 3 to the Conceptual Framework for Financial Reporting
without changing the accounting requirements for business combinations. The amendments are
effective for business combinations for which the acquisition date is on or after the beginning of the first
annual reporting period beginning on or after January 1, 2022 with early adoption permitted. The extent
of the impact of the change has not yet been determined.

Definition of Accounting Estimates (Amendments to IAS 8)

On February 12, 2021, the IASB issued Definition of Accounting Estimates (Amendments to IAS 8).
The amendments introduce a new definition for accounting estimates, clarifying that they are monetary
amounts in the financial statements that are subject to measure uncertainty. The amendments also
clarify the relationship between accounting policies and accounting estimates by specifying that a
company develops an accounting estimate to achieve the objective set out by an accounting policy.
The amendments are effective for annual periods beginning on or after January 1, 2023. Early adoption
is permitted. The extent of the impact of the change has not yet been determined.

Disclosure initiative — Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2)

On February 12, 2021, the IASB issued Disclosure Initiative-Accounting Policies (Amendments to IAS
1 and IFRS Practice Statement 2 Making Materiality Judgements).

The amendments help companies provide useful accounting policy disclosures. The key
amendments include:

requiring companies to disclose their material accounting policies rather than their significant
accounting policies;
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clarifying that accounting policies related to immaterial transactions, other events or conditions are
themselves immaterial and as such need not be disclosed; and

clarifying that not all accounting policies that relate to material transactions, other events or conditions
are themselves material to a company'’s financial statements.

The amendments are effective for annual periods beginning on or after January 1, 2023. Early adoption
is permitted. The extent of the impact of the change has not yet been determined.

Annual Improvements to IFRS Standards 2018-2020
On May 14, 2020, the IASB issued Annual Improvements to IFRS Standards 2018-2020.

The amendments relate to the following:
— IFRS 1 First-time Adoption of International Financial Reporting Standards

Simplifies the application of IFRS 1 for a subsidiary that becomes a first-time adopter of IFRS later
than its parent.

— |IFRS 9 Financial Instruments

Clarifies which fees are included for the purpose of performing the ‘10 per cent test’ for derecognition
of financial liabilities.

- IFRS 16 Leases

Removes the illustration of payments from the lessor relating to leasehold improvements in the
Illustrative Example 13.

The amendments are effective for annual periods beginning on or after January 1, 2022. Early
adoption is permitted. The extent of the impact of the change has not yet been determined.

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS
12 Income Taxes)

On May 7, 2021, the IASB issued Deferred Tax related to Assets and Liabilities arising from a Single
Transaction (Amendments to IAS 12).

The amendments narrow the scope of the initial recognition exemption (IRE) so that it does not apply
to transactions that giverise to equal and offsetting temporary differences. As a result, companies will
need to recognize a deferred tax asset and a deferred tax liability for temporary differences arising on
initial recognition of a lease and a decommissioning provision.

The amendments are effective for annual periods beginning on or after January 1, 2023. Earlier
adoption is permitted. The extent of the impact of the change has not yet been determined.
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DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROL OVER
FINANCIAL REPORTING

As required by National Instrument 52-109 of the Canadian Securities Administrators, the Company’s Chief
Executive Officer (“CEQ”) and Chief Financial Officer (“CFO”) will be making certifications related to the
information contained in the Company’s quarterly filings. As part of certification, the CEO and CFO must
certify as to the design of disclosure controls and procedures (“DC&P”) and internal controls over financial
reporting (“ICFR”).

DC&P are designed to provide reasonable assurance that information required to be disclosed by the
Company is processed and reported on a timely basis to the Company’s management, including the CEO
and CFO, as appropriate, to allow timely decisions with respect to required disclosure. The Company has
adopted or formalized such controls as it believes are necessary and consistent with its business and
internal management and supervisory practices. ICFR is a process designed to provide reasonable
assurances regarding the reliability of the Company’s financial reporting and of the preparation of financial
statements for external purposes in compliance with generally accepted accounting principles. A control
system, no matter how well designed and operated, can provide only reasonable, not absolute, assurance
with respect to the reliability of the financial reporting and of the preparation of the financial statements.

The Company’s CEO and CFO have evaluated, or caused to be evaluated under their supervision, the
effectiveness of the Company’s ICFR and disclosure controls and DC&P as at December 31, 2021 and
have concluded that such controls and procedures are effective. There have been no changes in the
Company’s internal control over financial reporting that occurred during the period beginning on January 1,
2021, and ended December 31, 2021 that have materially affected, or are reasonably likely to materially
affect, the Company’s internal control over financial reporting.

DEFINITION OF NON-IFRS MEASURES

Non-IFRS measures do not have a standardized meaning within IFRS and are therefore unlikely to be
comparable to additional measures presented by other issuers. In commentary and tables within this
document IFRS measures are presented along with non-IFRS measures. Where non-IFRS measures are
used, there is a reconciliation to IFRS amounts provided. Any changes in the definition of non-IFRS are
disclosed and quantified.

1. ADJUSTED EBITDA FOR BANK COVENANT PURPOSES

The Company believes that Adjusted EBITDA for bank covenant purposes, defined below, is an important
measure for investors to understand the Company’s ability to generate cash to honour its obligations.
Management of the Company believes that in addition to net income (loss), Adjusted EBITDA for bank
covenant purposes is a useful supplemental measure as it provides readers with an indication of cash
available for debt service, capital expenditures, income taxes and dividends. Readers should be cautioned,
however, that Adjusted EBITDA for bank covenant purposes should not be construed as an alternative to
net income (loss) determined in accordance with IFRS as an indicator of the Company’s performance or to
cash flows from operating activities as a measure of liquidity and cash flows.
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The Company defines Adjusted EBITDA for bank covenant purposes in accordance with what is required
in its lending agreements with its senior lenders.

References in this MD&A to Adjusted EBITDA for bank covenant purposes are based on EBITDA adjusted
for the following items:

- Gain/loss arising from extraordinary, unusual or non-recurring items, such as debt extinguishments

- Acquisition costs and deferred consideration revenue (i.e. restructuring costs, integration costs,
compensation expenses, transaction fees and expenses)

- Non-cash expenses (i.e. grant of stock options, restricted share units or Capital stock toemployees
as compensation)

- Gain/Loss realized upon the disposal of capital property

- Gain/loss on foreign exchange translation

- Gain/loss on purchase or redemption of securities issued by that person or any subsidiary

- Gain/loss on fair valuation of financial instruments

- Amounts attributable to minority equity investments

- Interestincome

Adjusted EBITDA for bank covenant purposes is not a recognized measure under IFRS and does not have
a standardized meaning prescribed by IFRS, and the Company’s method of calculating Adjusted EBITDA
for bank covenant purposes may differ from the methods used by other similar entities. Accordingly,
Adjusted EBITDA for bank covenant purposes may not be comparable to similar measures used by such
entities. Reconciliations of net income (loss) to adjusted EBITDA for bank covenant purposes have been
provided under the heading “Reconciliation of Non-IFRS measures”.

2. NET DEBT

Net debt is a non-IFRS measure that does not have a standardized meaning under IFRS and therefore
may not be comparable to similar measures presented by other issuers. The Company calculates net debt
as the balance of the credit facilities, debentures and other financial liabilities less the company’s
unrestricted cash.

Net debt as a multiple of adjusted EBITDA is determined as net debt as defined divided by adjusted EBITDA
(as defined in point 1 above). There is no directly comparable measures for Net debt as a multiple of
adjusted EBITDA. Net debt as a multiple of adjusted EBITDA is quantified under the heading “Capital
Management”.

3. WORKING CAPITAL

Working Capital is a non-IFRS measure that does not have a standardized meaning under IFRS and
therefore may not be comparable to similar measures presented by other issuers. The Company use
working capital as a measure of assessing overall liquidity and is calculated by subtracting current liabilities
from current assets. There is no directly comparable IFRS measure for working capital. Working capital is
quantified under the heading “Liquidity and Capital resources”.
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4. WORKING CAPITAL MEASURED IN NUMBER OF DAYS OF GROSS BILLINGS

Included in working capital of the Company are amounts reflecting project costs and sub-consultant
expenses. The Company only reports its net fee volume as revenue, which would not include the billings
for the recovery of these incurred costs. Therefore, to measure number of days outstanding of working
capital, the gross billings, which include the billings for recovery of project expenses, would result in more
consistent calculations.

The information included is calculated based on working days on a twelve-month trailing basis, measured
as days outstanding on gross billings, which is estimated to be approximately 30% greater than net fee
volume.

The Company believes that informing investors of its progress in managing its accounts receivable, contract
assets and contract liabilities is important for investors to anticipate cash flows from the business and to
compare the Company with other businesses that operate in the same industry. There is no directly
comparable IFRS measure. Working capital measured in number of Days of Gross Billings is quantified
under the heading “Liquidity and Capital resources”.

5. BILLING FROM RECURRING SOFTWARE SUPPORT AND MAINTENANCE

The amount of recurring software support and maintenance gross billings represents the annualized invoice
amount the Company is able to charge clients and is recognized to revenue in accordance with the
Company’s accounting policy through the movement in the accounts receivable and contract assets
balances in the statement of financial position. There is no directly comparable IFRS measure.
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of IBI Group Inc.
Opinion

We have audited the consolidated financial statements of IBI Group Inc. (the Entity), which
comprise:

e the consolidated statement of financial position as at December 31, 2021 and December 31,
2020

e the consolidated statement of income and comprehensive income for the years then ended
e the consolidated statement of cash flows for the years then ended
e the consolidated statement of changes in equity (deficit) for the years then ended

e and notes to the consolidated financial statements, including a summary of significant
accounting policies
(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
consolidated financial position of the Entity as at December 31, 2021 and December 31, 2020,
and its consolidated financial performance and its consolidated cash flows for the years then
ended in accordance with International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the “Auditors’ Responsibilities
for the Audit of the Financial Statements” section of our auditors’ report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to
our audit of the financial statements in Canada and we have fulfiled our other ethical
responsibilities in accordance with these requirements.

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

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee.
KPMG Canada provides services to KPMG LLP.


http://www.kpmg.ca/
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements for the year ended December 31, 2021. These matters
were addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

We have determined the matters described below to be the key audit matters to be communicated
in our auditors’ report.

Evaluation of total expected professional costs to complete fixed price
contracts for revenue recognition

Description of the matter

We draw attention to notes 2(e) and 3(a) to the financial statements. The Entity recorded net
revenues of $444,489 thousand. The Entity recognizes revenue on performance obligations in
fixed price contracts satisfied over time with reference to professional costs incurred to date as a
percentage of total expected professional costs for each performance obligation. Estimating total
expected professional costs is subjective and requires the use of the Entity’s best estimate based
on the information available at that point in time.

Why the matter is a key audit matter

We identified the evaluation of total expected professional costs to complete fixed price contracts
for revenue recognition as a key audit matter. This matter represented an area of significant risk
of material misstatement due to the magnitude of the balance and the high degree of subjectivity
and estimation uncertainty in determining the total expected professional costs to be incurred for
each performance obligation. Significant auditor judgment was required in evaluating the results
of our audit procedures over the estimation of total expected professional costs.

How the matter was addressed in the audit

The following are the primary procedures we performed to address this key audit matter.

We evaluated the design and tested the operating effectiveness of certain controls over the
Entity’s review of total expected professional costs to complete fixed price contracts for
revenue recognition. These controls included application controls related to the Entity’s IT
system and management review controls over the analysis of contract assets.

For a selection of revenue contracts:

e We inquired of the personnel in charge of the project over project status to evaluate progress
to date and inspected source documentation such as contracts, change orders and
correspondence to assess the total expected professional costs by performance obligation
with respect to the contract

e We evaluated the total expected professional costs to be incurred on the remaining
performance
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obligations by comparing the costs incurred subsequent to year-end to the total expected
professional costs

e We evaluated the total expected professional costs to be incurred on the remaining
performance

obligations by comparing the hourly rate incurred before and after year-end.

Other Information

Management is responsible for the other information. Other information comprises:
e the information included in Management’s Discussion and Analysis filed with the relevant
Canadian Securities Commissions.

Our opinion on the financial statements does not cover the other information and we do not and
will not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit and remain alert
for indications that the other information appears to be materially misstated.

We obtained the information included in Management’s Discussion and Analysis filed with the
relevant Canadian Securities Commissions as at the date of this auditors’ report. If, based on the
work we have performed on this other information, we conclude that there is a material
misstatement of this other information, we are required to report that fact in the auditors’ report.

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for
the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with International Financial Reporting Standards (IFRS), and for such internal
control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Entity’s ability
to continue as a going concern, disclosing as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Entity or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting
process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion.
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Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with Canadian generally accepted auditing standards will always detect a material
misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit.

We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Entity's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Entity's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditors’
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditors’ report. However, future events or conditions may cause the Entity to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

Provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.
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Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the group Entity to express an opinion on the financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

Determine, from the matters communicated with those charged with governance, those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our auditors’ report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Chartered Professional Accountants, Licensed Public Accountants

Kins 42
e L

The engagement partner on the audit resulting in this auditors’ report is Brendan

Gerard Maher.

Vaughan, Canada

March 9, 2022



IBI GROUP INC.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

DECEMBER 31,

DECEMBER 31,

(thousands of Canadian dollars) NOTES 2021 2020

ASSETS

Current Assets
Cash 6(c) $ 21,473 $ 32,728
Accounts receivable 6(c),12(b) 140,064 127,347
Contract assets 60,281 68,137
Prepaid expenses and other current assets 19,181 20,575
Lease receivable 17 2,115 2,167
Income taxes recoverable 1,884 2,817

Total Current Assets $ 244,998 $ 253,771
Restricted cash 6(c),12(c) 2,958 2,992
Property and equipment 7 17,705 20,731
Goodwill 8,16 4,792 3,384
Intangible assets 8 11,488 11,356
Lease receivable 17 1,344 3,320
Right-of-use assets 17 52,138 55,413
Investment 335 333
Deferred tax assets 9 5,645 8,427

TOTAL ASSETS $ 341,403 $ 359,727

LIABILITIES AND DEFICIT

LIABILITIES

Current Liabilities
Accounts payable and accrued liabilities 6(c) 53,712 57,979
Bank Indebtedness 6(a) 2,318 -
Contract liabilities 69,684 61,022
Income taxes payable 4,467 1,069
Lease liability 17 13,871 14,099
Deferred consideration 6(c) 1,727 1,504
Convertible debentures 6(b) - 46,000
Other financial liabilities 6(c) - 730

Total Current Liabilities $ 145,779 $ 182,403
Credit facilities 6(a) - -
Senior unsecured debentures 6(b) 43,663 43,186
Lease liability 17 53,266 57,729
Deferred consideration 6(c) 1,437 1,241
Deferred tax liabilities 9 3,508 5,913

TOTAL LIABILITIES $ 247,653 $ 290,472

EQUITY

Shareholders’ Equity
Share capital 11 279,980 280,080
Capital reserve 11 5,757 4,913
Contributed surplus 11 7,958 7,958
Deficit (213,158) (234,184)
Accumulated other comprehensive loss (7,305) (6,059)

Total Shareholders’ Equity $ 73,232 $ 52,708
Non-controlling interest 11 20,518 16,547

TOTAL EQUITY $ 93,750 $ 69,255

TOTAL LIABILITIES AND EQUITY $ 341,403 $ 359,727

See accompanying notes to the consolidated financial statements.
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IBI GROUP INC.

CONSOLIDATED STATEMENT OF INCOME AND COMPREHENSIVE INCOME

(thousands of Canadian dollars, except per share amounts) NOTES 2021 2020
Revenue
Gross Revenue $ 556,510 $ 505,077
Less: Subconsultants and direct costs 112,021 111,867
NET REVENUE $ 444,489 $ 393,210
Expenses
Salaries, fees and employee benefits 10,19 318,726 278,440
Variable lease expense 8,533 10,086
Other operating expenses 45,696 41,040
Foreign exchange loss 12(a) 723 1,196
Amortization of intangible assets 8 4,140 2,837
Depreciation of property and equipment 7 5,512 5,754
Depreciation of right-of-use assets 17 12,165 12,815
Change in fair value of other financial liabilities 6(b) 908 (2,112)
Impairment of financial assets 12(b) 3,989 3,142
Impairment of right-of-use assets 17 - 782
400,392 353,980
OPERATING INCOME $ 44,097 $ 39,230
Interest expense, net 12(a), 14 8,023 14,884
Other finance costs 14 986 820
FINANCE COSTS $ 9,009 $ 15,704
Gain onsale of investment (866) -
NET INCOME BEFORE TAX $ 35,954 $ 23,526
Current tax expense 9 10,371 3,719
Deferred tax expense 9 336 2,126
INCOME TAXES $ 10,707 $ 5,845
NET INCOME $ 25,247 $ 17,681
Items that are or may be reclassified to profit or loss
Gain (loss) on translating financial statements of
foreign operations
(1,496) (759)
OTHER COMPREHENSIVE INCOME (LOSS) (1,496) (759)
TOTAL COMPREHENSIVE INCOME $ 23,751 $ 16,922
NET INCOME ATTRIBUTABLE TO:
Common shareholders 21,026 14,723
Non-controlling interests 11 4,221 2,958
NET INCOME $ 25,247 $ 17,681
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Common shareholders 19,780 14,091
Non-controlling interests 11 3,971 2,831
TOTAL COMPREHENSIVE INCOME $ 23,751 $ 16,922
EARNINGS PER SHARE ATTRIBUTABLE TO
COMMON SHAREHOLDERS
Basic earnings per share 11 $ 0.67 $ 0.47
Diluted eamings per share 1 $ 0.66 $ 0.47

See accompanying notes to the consolidated financial statements.
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IBI GROUP INC.
CONSOLIDATED STATEMENT OF CASH FLOWS

(thousands of Canadian dollars) NOTES 2021 2020
CASH FLOWS PROVIDED BY
OPERATING ACTIVITIES
Net income $ 25,247 $ 17,681
ltems not affecting cash:
Depreciation of property, equipment, and other assets 7 5,512 5,754
Amortization of intangible assets 8 4,140 2,837
Depreciation of right of use assets 17 12,165 12,815
Amortization of deferred financing costs 14 490 414
Impairment of financial assets 12(b) 3,989 3,142
Impairment of right of use assets 17 - 782
Foreign exchange loss 12(a) 723 1,196
Interest expense, net 14 8,023 14,884
Income tax expense 9 10,707 5,845
Share based compensation 19 1,337 1,120
Deferred share units issued 18 496 401
Change in fair value of deferred share units 18 1,430 (1,159)
Change in fair value of other financial liabilities 6(b) 908 (2,112)
Redemption of PSU's 19 (299) (383)
Interest paid (7,507) (8,545)
Income taxes received (paid) (5,435) (4,925)
Gain on sale of investment (866) -
Change in non-cash operating working capital net of acquisition 13 4,511 7,644
NET CASH FLOWS PROVIDED BY
OPERATING ACTIVITIES $ 65,571 $ 57,391
CASH FLOWS USED IN
FINANCING ACTIVITIES
Bank indebtedness 2,318 -
Payments on principal of notes payable - -
Draws (Payments) on principal of credit facilities 6(a) - (52,600)
Issuance of Senior unsecured debenture 6(b) - 46,000
Costs from issuance of Senior unsecured debenture 6(b) - (2,921)
Redemption of convertible debentures 6(b) (47,638) -
Deferred financing costs 6(a) (975) -
Net Payment of lease liabilities 17 (11,937) (12,621)
Purchase and cancellation of shares under NCIB 11 (641) -
Proceeds from shares issued 11 347 58
NET CASH FLOWS USED IN
FINANCING ACTIVITIES $ (58,526) (22,084)
CASH FLOWS USED IN
INVESTING ACTIVITIES
Purchase of property and equipment 7 (2,341) (4,087)
Purchase of intangible assets 8 (3,144) (2,328)
Proceeds from sale of investment 866 -
Earnout payments for acquisitions (447) -
Acquisitions 16 (2,237) (7,742)
Increase in investment - (134)
Restricted cash 12(c) - 11
NET CASH FLOWS USED IN
INVESTING ACTIVITIES $ (7,303) (14,280)
Effects of currency translation on cash and cash equivalents 12(a) (10,997) (3,927)
NET INCREASE (DECREASE) IN CASH $ (11,255) % 17,100
Cash, beginning of period 32,728 15,628
CASH, END OF PERIOD $ 21,473 $ 32,728

See accompanying notes to the consolidated financial statements.
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IBI GROUP INC.

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (DEFICIT)

(thousands of Canadian dollars) NOTES 2021 2020
SHARE CAPITAL
Share capital, beginning of period 280,080 $ 279,993
Shares issued 11 541 $ 87
Cancellation of shares under NCIB 11 (641) -
SHARE CAPITAL, END OF PERIOD 279,980 $ 280,080
CAPITAL RESERVE
Capital reserve, beginning of period 4,913 $ 4,205
Stock options granted 11 913 732
Stock options exercised 11 (194) (29)
Performance share units granted 11 424 388
Performance share units redeemed 19 (299) (383)
CAPITAL RESERVE, END OF PERIOD 5,757 $ 4,913
CONTRIBUTED SURPLUS
Contributed surplus, beginning of period 7,958 $ 7,958
CONTRIBUTED SURPLUS, END OF PERIOD 7,958 $ 7,958
DEFICIT
Deficit, beginning of period, as reported (234,184) $ (248,907)
Net income attributable to
common shareholders 21,026 14,723
DEFICIT, END OF PERIOD (213,158) $ (234,184)
ACCUMULATED OTHER COMPREHENSIVE LOSS
Accumulated other comprehensive loss,
beginning of period (6,059) $ (5,427)
Other comprehensive income (loss) attributable to
common shareholders (1,246) (632)
ACCUMULATED OTHER COMPREHENSIVE LOSS,
END OF PERIOD (7,305) $ (6,059)
TOTAL SHAREHOLDERS' EQUITY 73,232 $ 52,708
NON-CONTROLLING INTEREST
Non-controlling interest, beginning of period 16,547 $ 13,716
Total comprehensive income attributable to
non-controlling interests 11 3,971 2,831
NON-CONTROLLING INTEREST, END OF PERIOD 20,518 $ 16,547
TOTAL EQUITY, END OF PERIOD 93,750 $ 69,255

See accompanying notes to the consolidated financial statements.



IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

NOTE 1: ORGANIZATION AND DESCRIPTION OF THE BUSINESS

IBI Group Inc. (the “Company”) is a company incorporated pursuant to the provisions of the Canada
Business Corporations Act (the “CBCA”) on September 30, 2010 and is the successor to IBI Income
Fund (the “Fund”), an unincorporated, open-ended limited purpose trust established under the laws of
Ontario.

The Fund was created on July 23, 2004, to indirectly acquire the outstanding Class A partnership units
of IBI Group Partnership (“IBI Group”), a general partnership formed and carrying on business under
the laws of the Province of Ontario. As at December 31, 2021, the Company’s common share capital
consisted of 31,288,649 (December 31, 2020 — 31,265,044) issued and outstanding shares. Each
common share entitles the holder to one vote at all meetings of shareholders.

IBI Group also issued Class B partnership units to IBI Group Management Partnership (the
“Management Partnership”), the entity that carried on the operations of the Fund prior to its acquisition
by the Fund. The Class B partnership units of IBI Group are indirectly exchangeable for common shares
on the basis of one share of the Company for each Class B partnership unit. The holders of the Class B
partnership units hold an equal number of non-participating voting shares which entitle the holder to
voting rights at the meetings of shareholders of the Company.

If all of the outstanding Class B partnership units were converted to common shares, the number of
outstanding common shares as at December 31, 2021 would be 37,570,871 (December 31, 2020 —
37,547,266). If the Class B partnership units were converted, the Management Partnership and affiliated
partnerships would hold 32.8% of the voting shares as at December 31, 2021 (December 31, 2020 —
35.9%).

The table below summarizes the ownership of the Company by the Management Partnership and
affiliated partnerships as at December 31, 2021:

PERCENTAGE
NUMBER OF OF TOTAL
UNITS HELD OWNERSHIP

Class B partnership units and non-participating voting shares held
by the Management Partnership 6,282,222 16.72%

Common shares held by the Management Partnership and
affiliated partnerships 6,027,746 16.04%

Through IBI Group, the Company is a global design and technology firm, who provides of a broad range
of professional services focused on the physical development of cities. IBI Group's business is
concentrated in three main areas of development, being intelligence, buildings, and infrastructure. The
professional services provided by IBI Group include planning, design, implementation, analysis of
operations and other consulting and technology services related to these three main areas of
development.



IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

The table below summarizes the trading symbols of the Company’s securities which are listed on the

Toronto Stock Exchange (“TSX”) as at December 31, 2021:

SECURITY TRADING SYMBOL
Common shares “IBG”
6.5% listed senior unsecured debentures, $46,000 principal, matures on "IBG.DB.E"

December 31, 2025 ("6.5% Debentures")

The Company’s registered head office is 55 St. Clair Ave. West, 7th Floor, Toronto, Ontario, M4V 2Y7.

NOTE 2: BASIS OF PREPARATION

(a) STATEMENT OF COMPLIANCE
These consolidated financial statements of the Company and its subsidiaries (the “consolidated group”)
have been prepared in accordance with International Financial Reporting Standards (“IFRS”), as
issued by the International Accounting Standards Board (“IASB”) and interpretations of the
International Financial Reporting Interpretations Committee (“IFRIC”).
These consolidated financial statements were approved and authorized for issuance by the Company’s
Board of Directors on March 09, 2022.

(b) BASIS OF MEASUREMENT
These consolidated financial statements were prepared on a going concern basis. Amounts are
recorded under the historical cost convention, except for certain other financial liabilities, change in stock
compensation related expenses measured at fair value through profit or loss (“FVTPL”) and cash and

restricted cash and certain assets initially recognized in connection with business combinations which are

measured at fair value on the balance sheet.

(c) BASIS OF CONSOLIDATION
SUBSIDIARIES

Subsidiaries are entities over which the Company has control. An investor controls an investee when the

investor is exposed, or has rights, to variable returns from its involvement with the investee and has the
ability to affect those returns through its power over the investee. The financial statements of
subsidiaries are included in these consolidated financial statements from the date that effective control
commences and are de-consolidated from the date control ceases.

JOINT ARRANGEMENTS

The Company performs a number of its major projects through wholly owned subsidiary entities, which are

fully consolidated. However, several projects, particularly some larger, multi-year, multi-disciplined projects,

are executed through partnering agreements. As such, the classification of these entities as a
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

(d)

subsidiary, joint operation, joint venture or associate requires judgment by management to analyze the
various indicators that determine whether control exists. In particular, when assessing whether a joint
arrangement should be classified as either a joint operation or a joint venture, management considers
the contractual rights and obligations, voting shares, share of board members and the legal structure of
the joint arrangement. Subject to reviewing and assessing all the facts and circumstances of each joint
arrangement, joint arrangements contracted through agreements and general partnerships would
generally be classified as joint operations whereas joint arrangements contracted through corporations
would be classified as joint ventures. All current partnering arrangements are classified as joint
operations.

The Company recognizes its assets, liabilities and transactions in relation to its proportionate share of
joint operations in these consolidated financial statements.

TRANSACTIONS ELIMINATED ON CONSOLIDATION

Transactions, balances, income and expenses incurred within the consolidated group are eliminated in
full on consolidation.

NON-CONTROLLING INTEREST

Non-controlling interestin IBI Group is exchangeable into common shares of the Company. Changes in
the equity of IBI Group and distributions to the non-controlling interest are recorded in non-controlling
interest.

FUNCTIONAL AND PRESENTATION CURRENCY

These consolidated financial statements are presented in Canadian dollars, which is the currency of the
primary economic environment in which the Company and its Canadian subsidiaries, including IBI
Group, operate (the “functional currency”).

Each of the Company’s subsidiaries determines its functional currency, and items included in the
financial statements of each subsidiary are measured using that functional currency. The Company’s
foreign operations are translated into its reporting currency (Canadian dollar) as follows: assets and
liabilities are translated at the rate of exchange in effect at the date of the consolidated statement of
financial position, and items of revenues and expenses are translated at the average rate of exchange
for the period. The resulting unrealized exchange gains and losses on foreign subsidiaries are
recognized in accumulated other comprehensive loss (“AOCL”).

Transactions in foreign currencies are translated to the functional currency of the respective entity at
exchange rate in effect on the date of the transaction. Foreign exchange gains and losses on such
transactions, as well as from the translation of monetary assets and liabilities not denominated in the
functional currency of the respective entity, are recorded in earnings. On disposal, or partial disposal, of
a foreign entity, or repatriation of the net investmentin a foreign entity, resulting in a loss of control,
significant influence or joint control, the cumulative translation recognized in AOCL relating to that
particular foreign entity is recognized in earnings as part of the gain or loss on sale. On a partial
disposition of a subsidiary that does not result in a loss of control, the amounts are reallocated to the
non-controlling interest in the foreign operation based on their proportionate share of the cumulative
amounts recognized in AOCL. On partial disposition of jointly controlled foreign entities or associates,
the proportionate share of translation differences previously recognized in AOCL are reclassified to
earnings.



IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

(e)

References to “$” in these consolidated financial statements denote Canadian dollars and references to
“U.S$” are to U.S dollars.

All amounts presented in Canadian dollars have been rounded to the nearest thousand.
USE OF ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of these consolidated financial statements requires management to exercise judgment
and make estimates and assumptions that affect the application of accounting policies on reported
amounts of assets and liabilities, disclosure of contingent liabilities at the date of the consolidated
statement of financial position, and the reported amounts of revenue and expenses for the period
covered by the consolidated statement income and comprehensive income. Actual amounts may differ
from these estimates.

Within the context of these consolidated financial statements, a judgment is a decision made by
management in respect of the application of an accounting policy, a recognized or unrecognized
financial statement amount and/or note disclosure, following an analysis of relevant information that may
include estimates and assumptions. Estimates and assumptions are used mainly in determining the
measurement of balances recognized or disclosed in these consolidated financial statements and are
based on a set of underlying data that may include management’s historical experience, knowledge of
current events and conditions and other factors that are believed to be reasonable under the
circumstances. Management continually evaluates the estimates and judgments it uses.

Information about judgments made in applying accounting policies that have the most significantimpact
on the amounts recognized in these consolidated financial statements as well as significant assumptions
used to measure estimates are as follows:

REVENUE RECOGNITION

The Company recognizes revenue on performance obligations in fixed price contracts satisfied over
time with reference to professional costs incurred to date as percentage of total expected professional
costs for each performance obligation. Estimating total expected professional costs is subjective and
requires the use of management’s best estimate based on the information available at that point in time.
Changes in the estimates are reflected in the period in which they are made and would affect the
Company’s revenue and contract assets.

IMPAIRMENT OF ACCOUNTS RECEIVABLE

In each stage of the impairment model, impairment is determined based on the probability that the
accounts receivable will not be collectable. The application of the expected credit loss model requires
management to apply the following significant judgements, assumptions, and estimations:

e Movement of impairment measurement between the three stages of the expected credit loss
model, based on the assessment of increase credit risks on receivables. The assessment
changes in credit risks includes qualitative and quantitative factors of the accounts, such as
historical credit loss.

e Thresholds for significant increase in credit risks based on the changes in probability of loss
over the expected life of the instrument relative to initial recognition; and

e Forecasts of future economic conditions.
9



IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

DETERMINING PROBABLE FUTURE UTILIZATION OF TAX LOSS CARRYFORWARDS

Deferred tax assets are recognized for all unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilized. Significant management judgment is
required to determine the amount of deferred tax assets that can be recognized, based on the likely
timing and the level of future taxable profits, together with future tax-planning strategies.

GOODWILL AND INTANGIABLE ASSETS

The value in use of goodwill and intangible assets has been estimated using forecasts prepared by
management. The key assumptions for the estimate are relating to revenue growth, earnings before
interest, taxes, depreciation and amortization (“EBITDA”) margin, tax rates, discount rates and the level
of working capital required to support the business. These estimates are based on past experience and
management’s expectations of future changes in the market and forecasted growth initiatives.

NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) REVENUE RECOGNITION
REVENUE RECOGNITION

The Company enters into contracts with clients to provide professional services in three main areas
intelligence, buildings and infrastructure. The professional services range from planning, design,
implementation, analysis of operations and other consulting services as required by the customer.

The Company has determined that the customer controls contract assets as the deliverables are being
created and they lack an alternative use to the Company. The Company’s standard contracting
templates entitles the Company to an enforceable right to reimbursement of costs incurred to the
cancellation date including a reasonable profit margin. Revenue from these contracts are recognized
over-time as services are rendered with invoices being issued based on the billing terms of the contract.
Uninvoiced amounts are recognized as contract assets.

Certain contracts will include multiple deliverables and can span more than one fiscal period.
Management applies judgement when assessing whether certain deliverables in a customer
arrangement should be included or excluded as a separate performance obligation, and the allocation
of transaction price to each identified performance obligation.

The Company recognizes revenue on performance obligations in fixed price contracts satisfied over
time with reference to expected professional costs incurred to date as percentage of total expected
professional costs for each performance obligation. Estimating total expected professional costs is
subjective and requires the use of management’s best estimate based on the information available at
that point in time. Changes in the estimates are reflected in the period in which they are made and would
affect the Company’s revenue and contract assets.

10



IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

DISAGGREGATION OF REVENUE

The Company considers economic factors that may impact the nature, amount, timing and uncertainty
of revenue and cash flows on a geographical basis.

CONTRACT BALANCES

The contract assets primarily relate to the Company’s rights to consideration for services rendered but
not billed at the report date. The contract assets are transferred to accounts receivable when the rights
become unconditional. This usually occurs when the Company issues an invoice to the customer. The
contract liabilities relate to the advance consideration received from customers, for which revenue is
recognized over time.

COMMITTED REVENUE

At the end of December 31, 2021, the Company has $623,435 of work that is committed to performance
obligations for the next five years.

AS AT DECEMBER 31, 2021

2022 2023 2024 2025 2026

Total committed $

411,625 $ 120,430 § 56,647 $ 24,343 ' $ 10,390
revenue

(b) CONTRACT ASSETS AND CONTRACT LIABILITIES

Contract asset represents the fee revenue and recoverable disbursements which have not been billed
but are expected to be billed and collected from clients for contract work performed to date and is valued
at estimated net realizable value.

Billings in excess of time value incurred on jobs in progress, for which future services will be provided,
are included in contract liabilities in the consolidated statement of financial position.

An allowance account is also maintained on work in process, measured by the estimated amount of

professional costs that are expected not to be invoiced. When contract assets are not recoverable due
to collectionrisks, the amount is written off in the reserve for contract assets.

(c) CASH

Cash is comprised of cash on hand and short-term deposits. Cash balances, which the Company has
the ability and intent to offset, are used to reduce reported bank indebtedness and fund operations.
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

(d) PROPERTY AND EQUIPMENT

ltems of property and equipment are measured at cost less accumulated depreciation, net of
accumulated impairment losses, and amortized over their estimated useful lives as follows:

ASSET BASIS RATE

Office furniture and equipment Diminishing balance 20%
Computer equipment Straight line 2 years
Vehicles Diminishing balance 20%
Leasehold improvements Straight line Term of lease

Depreciation methods, useful lives and residual values are reviewed at each annual reporting date and
adjusted if appropriate.

The cost of repairs and maintenance of property and equipment are recognized as an expense as
incurred.

(e) LEASES

The Company assesses at contract inception whether a contractis a lease or contains a lease; that is,
if the contract conveys the right to control the use of an identified asset for a time period in exchange
for consideration. The Company recognizes right of use assets and lease liabilities for all leases, except
for leases of low-value assets and short-term leases with a term of 12 months or less. The lease
payments associated with those exempted leases are recognized in variable lease expense and other
operating expenses lines of the statement of profit and loss on a straight-line basis over the lease term.
The right of use assetis recognized at the commencement date of the lease and initially measured at
cost, which is comprised of the amount of the initial lease liability recognized less any incentives
received from the lessor. Lease asset cost alsoincludes any initial direct costs incurred, lease payments
made before the commencement date, and estimated restoration costs. The right of use asset is
subsequently depreciated on a straight-line basis from the commencement date to the earlier of the
end of the useful life of the right of use asset or the end of the lease term. The right of use asset is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease
liability. The lease liability is recognized at the commencement date of the lease and initially measured
at the present value of lease payments to be made over the lease term. Lease payments relate to base
rent of office space and equipment with the non-lease components expensed through the variable lease
expense and other operating expenses lines of the statement of profit and loss. Vehicle lease payments
include non-lease components in the determination of the lease liability. The lease liability is discounted
using the interest rate implicitin the lease or, if that rate cannot be readily determined, the Company’s
incremental borrowing rate. The lease liability is subsequently measured at amortized cost using the
effective interest method. The Company has applied judgement to determine the incremental borrowing
rate and the lease term for some lease contracts in which it is a lessee that include renewal options.
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

()

The assessment of whether the Company is reasonably certain to exercise such options impacts the
lease term, which affects the amount of lease liabilities and right-of-use assets recognized.

GOODWILL AND INTANGIBLE ASSETS

Goodwill arising in a business combination is recognized as an asset at the date control is acquired.
Goodwill is subsequently measured at cost less accumulated impairment losses. Goodwill is not
amortized but is tested for impairment at least annually, more frequently if certain indicators arise that
indicate the asset might be impaired. Goodwill is allocated to the cash generating units (“CGUs”) that
are expected to benefit from the synergies of the acquisition.

Intangible assets are initially recorded at fair value at their acquisition date and stated at cost less
accumulated amortization and net impairment losses, where applicable. The cost of intangible assets
with determinable lives is amortized over the period in which the benefits of such assets are expected
to be realized as follows:

AMORTIZATION

ASSET BASIS PERIOD

Customer relationships Straight line 8-10 years
Contracts backlog Straight line 1-2 years
ERP Systems Straightline 10 years
Backlog Straight line 2 years
Internally generated products Straight line 5 years

(g) IMPAIRMENT OF NON-FINANCIAL ASSETS

The Company evaluates the recoverability of property and equipment and intangible assets with
determinable lives for impairment at the end of each reporting period. If there are indicators of
impairment, a review is undertaken to determine whether the carrying amounts are in excess of their
recoverable amounts.

The determination of recoverable amount is based on the higher of value in use or fair value less costs
to sell.

For the purposes of assessing impairment where it is not possible to estimate the recoverable amount
of an individual asset, the recoverable amount of the cash generating unit (“CGU”) to which the asset
belongs is estimated. A CGU is the smallest identifiable group of assets for which there are separately
identifiable cash inflows.

The carrying amount of a CGU includes the carrying amount of only those assets that can be attributed
directly, or allocated on a reasonable and consistent basis, and are expected to generate the future cash
inflows.
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

An impairment loss is recognized in the consolidated statement of comprehensive income when a CGU's
carrying amount exceeds its recoverable amount. The impairment loss is allocated on a pro rata basis
to the assets in the CGU.

For property and equipment and intangible assets with determinable useful lives, an impairment loss is
reversed only to the extent that the asset’s carrying value does not exceed the carrying value that would
have been determined, net of amortization, had no impairment loss been recognized.

(h) IMPAIRMENT OF FINANCIAL ASSETS

The Company recognizes a loss allowance for expected credit losses (ECL’s) on financial assets based
on a 12-month ECL or lifetime ECL. The lifetime ECL (simplified approach) is applied to accounts
receivable. ECL’s are based on the difference between contractual cash flows due in accordance with
the contract and all the cash flows that the Company expects to receive.

The loss allowance provisionis based on the Company’s historical collection and loss experience and
incorporates forward looking factors, where appropriate.

(i) BUSINESS COMBINATIONS

Business combinations are accounted for using the acquisition method, and the results of operations
after the date of acquisition are included in the consolidated statement of income and comprehensive
income. Acquisition-related costs are expensed when incurred in other operating expenses. The cost
of an acquisitionis measured as the consideration transferred at fair value at the acquisition date. Any
contingent consideration to be transferred by the Company is recognized at fair value at the acquisition
date. In accordance with IFRS 3 Business Combinations the Company has one year from the date of
the acquisition to finalize the purchase equation.

(i) INCOME TAXES

Income tax expense consists of current tax charge and the change in deferred tax assets and liabilities.
Current tax and deferred tax is recognized in the consolidated statement of comprehensive income
except to the extent that it relates to a business combination, or to items recognized directly in equity or
other comprehensive loss.

Current tax represents the current tax payable (receivable) on the taxable income for the period,
calculated in accordance with the rates and legislation of the respective tax jurisdiction in which the
Company operated, enacted or substantively enacted as at the date of the consolidated statement of
financial position; it also reflects any adjustment resulting from new information to taxes payable
(recoverable) in respect of previous years.
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

Deferred tax assets and liabilities are recognized in respect of the expected income tax consequences
attributable to temporary differences between the financial statement carrying values of existing assets
and liabilities in the consolidated statement of financial position and their respective income tax bases.
Deferred tax assets and liabilities are measured using enacted, or substantively enacted, tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to
be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in the consolidated statement of comprehensive income in the period that includes the date
of enactment or of substantive enactment of the future tax rates.

Deferred tax assets are recognized for unused tax losses, tax credits, and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they
can be utilized. Deferred tax assets are evaluated at each reporting period and are reduced to the extent
that itis no longer probable that future taxable profits will be available against which they can be utilized.

(k) SHARE-BASED COMPENSATION
Cash settled transactions

The Company has a share-based compensation plan (“Deferred Share Plan”) which allows directors to
receive director fees in the form of deferred shares rather than cash. These awards are accounted for
as liabilities at FVTPL. On the grant date, the deferred shares are measured at fair value based on the
market price with subsequent changes to the fair value recorded as salaries, fees and employee benefit
expenses until settled.

Equity settled transactions

Stock options

The grant date fair value of share-based payment awards granted to employees is recognized as an
employee expense, with a corresponding increase in equity, over the period that the employees
unconditionally become entitled to the awards. An option valuation model is used to fair value the stock
options on the grant date. The amount recognized as an expense is adjusted to reflect the number of
awards for which the related service and non-market vesting conditions are expected to be met, such
that the amount ultimately recognized as an expense is based on the number of awards that do meet
the related service and non-market performance conditions at the vesting date.

Performance share units

The grant date fair value of share-based payment awards granted to employees is recognized as an
employee expense, with a corresponding increase in equity, over the period that the employees
unconditionally become entitled to the awards. A Monte Carlo valuation model is used to fair value the
stock options on the grant date. The amount recognized as an expense is adjusted to reflect the number
of awards for which the related service and non-market vesting conditions are expected to be met, such
that the amount ultimately recognized as an expense is based on the number of awards that do meet
the related service and non-market performance conditions at the vesting date. The vesting and
performance conditions are determined by the Board of Directors at the time of each grant.
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

(I) FINANCIAL INSTRUMENTS
Financial assets

Accounts receivable that do not have a significant financing component are initially measured at the
transaction price determined in accordance with /FRS 15. Purchase and sales of financial assets are
accounted for at trade dates.

Financial liabilities and equity

Debt and equity instruments are classified as either financial liabilities or as equity (in accordance with
the substance of the contractual arrangement). An equity instrument is any contract that evidences a
residual interest in the assets of an entity after deducting all of its liabilities. Equity instruments are
recorded net of directissue costs.

Debt securities issued and other liabilities are recognized at fair value on the date that they originated.
Other financial liabilities are recognized initially on the trade date at which the Company becomes party
to the contractual provisions on the instrument. Financial liabilities are classified as either financial
liabilities at FVTPL or at amortized cost.

Financial liabilities at FVTPL

At the end of each reporting period subsequent to initial recognition, financial liabilities at FVTPL are
measured at fair value, with changes in fair value recognized directly in profit or loss in the period in
which they arise.

Financial liabilities at amortized cost

These financial liabilities are recognized initially at fair value, net of any directly attributable transaction
costs. Subsequent to initial recognition, these financial liabilities are carried at amortized cost using the
effective interest rate method.

Compound financial instruments

Compounded financial instruments issued by the Company consist of convertible debentures that can
be converted into share capital at the option of the holder. The liability component of a compound
financial instrument is measured initially at fair value, calculated as the net present value of the liability
without conversion option and using a discount rate reflective of liability instrument without a conversion
factor. The equity and derivative liability component is recognized initially at the difference between the
fair value of the compound financial instrument as a whole and the fair value of the liability component.
Any directly attributable transaction costs are allocated to the liability, derivative liability, and equity
components in proportion to their initial carrying amounts.

Subsequent toinitial recognition, the liability component of a compound financial instrument is measured
at amortized cost using the effective interest method. The derivative liability component is remeasured
subsequent to initial recognition at fair value. The equity component of a compound financial instrument
is not remeasured subsequent to initial recognition. Upon derecognition, the equity component of a
compound financial instrument is reclassified to contributed surplus.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

DERECOGNITION OF FINANCIAL INSTRUMENTS

A financial asset is derecognized when the contractual rights to the cash flows from the asset expire or
when the Company transfers the financial asset to another party without retaining control or substantially
all the risks and rewards of ownership of the assets. Any interestin transferred assets that are created
or retained by the Company is recognized as a separate asset or liability.

A financial liability is derecognized when the underlying contractual obligation is legally discharged,
cancelled or expires.

The following table summarizes the classification and sequent measurement of the Company’s financial
assets and liabilities:

FINANCIAL INSTRUMENT CLASSIFICATION

FINANCIAL ASSETS

Cash FVTPL
Restricted cash FVTPL
Accounts receivable Loans and receivables

FINANCIAL LIABILITIES

Accounts payable and

accrued liabilities Other liabilities

Deferred share plan liability FVTPL
Due to related parties Other liabilities
Finance lease obligation Other liabilities
Credit facilities Other liabilities
Deferred consideration FVTPL
Other Financial Liabilities FVTPL
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

NOTE 4: CHANGES IN ACCOUNTING POLICIES

FUTURE ACCOUNTING POLICIES
Classification of Liabilities as Current or Non-current (Amendments to IAS 1)

On January 23, 2020, the IASB issued amendments to IAS 1 Presentation of Financial Statements, to
clarify the classification of liabilities as current or non-current. The amendments are effective for annual
periods on or after January 1, 2023 with early adoption permitted. The extent of the impact of the change
has not yet been determined.

Reference to the Conceptual Framework (Amendments to IFRS 3)

On May 14, 2020, the IASB issued References to the Conceptual Framework (Amendments to IFRS 3).
The announcements update a reference in IFRS 3 to the Conceptual Framework for Financial Reporting
without changing the accounting requirements for business combinations. The amendments are
effective for business combinations for which the acquisition date is on or after the beginning of the first
annual reporting period beginning on or after January 1, 2022 with early adoption permitted. The extent
of the impact of the change has not yet been determined.

Definition of Accounting Estimates (Amendments to IAS 8)

On February 12, 2021, the IASB issued Definition of Accounting Estimates (Amendments to IAS 8).
The amendments introduce a new definition for accounting estimates, clarifying that they are monetary
amounts in the financial statements that are subject to measure uncertainty. The amendments also
clarify the relationship between accounting policies and accounting estimates by specifying that a
company develops an accounting estimate to achieve the objective set out by an accounting policy.
The amendments are effective for annual periods beginning on or after January 1, 2023. Early adoption
is permitted. The extent of the impact of the change has not yet been determined.

Disclosure initiative — Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2)

On February 12, 2021, the IASB issued Disclosure Initiative-Accounting Policies (Amendments to IAS
1 and IFRS Practice Statement 2 Making Materiality Judgements).

The amendments help companies provide useful accounting policy disclosures. The key
amendments include:

requiring companies to disclose their material accounting policies rather than their significant
accounting policies;

clarifying that accounting policies related to immaterial transactions, other events or conditions are
themselves immaterial and as such need not be disclosed; and

clarifying that not all accounting policies that relate to material transactions, other events or conditions
are themselves material to a company’s financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

The amendments are effective for annual periods beginning on or after January 1, 2023. Early adoption
is permitted. The extent of the impact of the change has not yet been determined.

Annual Improvements to IFRS Standards 2018-2020

On May 14, 2020, the IASB issued Annual Improvements to IFRS Standards 2018—-2020.
The amendments relate to the following:

— IFRS 1 First-time Adoption of International Financial Reporting Standards

Simplifies the application of IFRS 1 for a subsidiary that becomes a first-time adopter of IFRS later
than its parent.

— IFRS 9 Financial Instruments

Clarifies which fees are included for the purpose of performing the ‘10 per cent test’ for derecognition
of financial liabilities.

—IFRS 16 Leases

Removes the illustration of payments from the lessor relating to leasehold improvements in the
Illustrative Example 13.

The amendments are effective for annual periods beginning on or after January 1, 2022. Early
adoption is permitted. The extent of the impact of the change has not yet been determined.

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS
12 Income Taxes)

On May 7, 2021, the IASB issued Deferred Tax related to Assets and Liabilities arising from a Single
Transaction (Amendments to IAS 12).

The amendments narrow the scope of the initial recognition exemption (IRE) so that it does not apply
to transactions that give rise to equal and offsetting temporary differences. As a result, companies will
need to recognize a deferred tax asset and a deferred tax liability for temporary differences arising on
initial recognition of a lease and a decommissioning provision.

The amendments are effective for annual periods beginning on or after January 1, 2023. Earlier
adoption is permitted. The extent of the impact of the change has not yet been determined.

NOTE 5: SEGMENT INFORMATION

The Company is a global design and technology firm, multi-disciplinary provider of a broad range of
professional services focused on the physical development of cities. The Company considers the basis
on which it is organized, including geographic areas and service offerings, in identifying its reportable
segments.
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

(a) OPERATING SEGMENTS

Operating segments of the Company are defined as components for which separate financial
information is available that is evaluated regularly in allocating resources and assessing performance.
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IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

(b) GEOGRAPHIC SEGMENTS

The following table demonstrates certain information contained in the consolidated statement of financial
position segmented geographically as at December 31, 2021, with comparatives as at December 31,
2020:

AS AT DECEMBER 31, 2021
UNITED UNITED OTHER

CANADA STATES  KINGDOM  INTERNATIONAL TOTAL
Property and equipment $ 12,879 $ 3,630 $ 583 $ 613 $ 17,705
Goodwill 4,792 - - - 4,792
Intangible assets 11,291 197 - - 11,488
Contract assets 30,781 15,818 3,439 10,243 60,281
Contract liabilities 36,828 24,922 4,605 3,329 69,684
Total assets 201,368 81,694 18,698 39,643 341,403

AS AT DECEMBER 31, 2020
UNITED UNITED OTHER

CANADA  graTES KINGDOM INTERNATIONAL TOTAL
Property and equipment $ 15,041 $ 4,424 % 634 $ 632 $ 20,731
Goodwill 3,384 - - - 3,384
Intangible assets 10,587 653 116 - 11,356
Contract assets 36,877 15,370 2,958 12,932 68,137
Contract liabilities 30,912 20,744 5,098 4,268 61,022
Total assets 208,085 81,340 21,361 48,941 359,727

The following table demonstrates certain information contained in the consolidated statement ofincome
and comprehensive income segmented geographically for the year ended December 31, 2021 and
2020. The unallocated amounts for the year ended December 31, 2021 and 2020 pertain to intereston
debentures, accretion expense on debentures, amortization of deferred financing costs, long term debt
interest, change in fair value of other financial liabilities, change in fair value and payout of deferred
share units.

21



IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

YEAR ENDED DECEMBER 31, 2021

UNALLOCATED
UNITED UNITED OTHER CORPORATE
CANADA STATES KINGDOM _ INTERNATIONAL COSTS! TOTAL

Gross Revenues $ 321,627 $§ 169,039 $ 39,012 § 26,832 $ - $ 556,510
Less: subconsultants and direct expenses 39,748 54,216 9,565 8,492 - 112,021
Net revenue $ 281,879 § 114,823 § 29,447 $ 18,340 $ - $ 444,489
Adjusted EBITDA? $ 37,387 $ 14,455 $ 1,795 $ (758) $ - $ 52,879
Items excluded in calculation of Adjusted EBITDAZ2:

Interest expense, net 2,614 832 109 61 4,407 8,023

Amortization and depreciation 12,572 6,499 1,523 1,223 . 21,817

Foreign exchange (gain)loss 682 (63, (108) 212 - 723

Gain on sale of investment (866) - - - - (866)

Change in fair value of otherfinancial liabilities - - - - 908 908

Change in fairvalue of deferred share units - - - - 1,430 1,430

Payment of DSP - . - - (1,520 (1,520)

Stock based compensation 808 56 25 24 - 913

Performance share units 424 - - - - 424

Payment of performance share units (299) - - - - (299)

Deferred financing charges - - - - 490 490

IFRS 16 lease accounting adjustment (7.719) (5,729, (1,097) (573) . (15,118)
Netincome (loss) before tax $ 29,171 $§ 12,860 $ 1,343 $ (1,705) $ (5,715, $§ 35,954

YEAR ENDED DECEMBER 31, 2020

UNITED UNITED OTHER ”2‘3',;;%%‘,‘&“
CANADA STATES KINGDOM INTERNATIONAL COSTS! TOTAL
Gross revenues $ 271,974 $ 167,549 § 33,689 $ 31,865 $ - $ 505,077
Less: subconsultants and direct expenses 40,910 52,273 6,781 11,903 - 111,867
Net revenue $ 231,064 $ 115276 § 26,908 $ 19,962 $ - $ 393,210
Adjusted EBITDA? $ 30,633 $ 13,794 $ 1,470 $ (163) $ - $ 45,734
Items excluded in calculation of Adjusted EBITDAZ2:
Interest expense, net 2,398 1,030 107 492 10,857 14,884
Amortization and depreciation 11,090 7,399 1,576 1,341 ) 21,406
Foreign exchange (gain)loss 1,024 63 42 67 1,196
Change in fairvalue of otherfinancial liabilities - : - - @112 2,112)
Change in fair value of deferred share units : ) ° ° 1,159 1,159
Payment of DSP - : - - (184] (184)
Stock based compensation 660 33 " 28 732
Performance share units 388 : ) ) : 388
Payment of performance share units (383) ) ° ° ) (383)
Deferred financing charges h ) - - 414 414
IFRS 16 lease accounting adjustment (7.895) (5,474, (1.264) (659) (15,292)
Netincome (loss) before tax $ 23,351 $§ 10,743 $ 998 $ (1,432) $ (10,134} $ 23,526

1 Unallocated corporate costs represent costs not associated with a particular operating segment and are borne by the Company as a whole. These costs include interest on credit facility, interest and
accretion on convertible debentures, the change in fair value on other financial liabilities, the change in fair value in deferred share units, and the amortization of deferred financing costs associated with the
credit facilities.

2 As defined in the credit facilities agreement, references to “Adjusted EBITDA" is to earnings before interest, income taxes, depreciation and

amortization; adjusted for gain/loss arising from extraordinary, unusual or non-recurring items; acquisition costs and deferred consideration revenue; non-cash expenses; gain/loss realized upon the disposal
of capital property; gain/loss on foreign exchange translation; gain/loss on purchase or redemption of securities issued; gain/loss on fair valuation of financial instruments; amounts attributable to minority
equity investments; IFRS lease accounting adjustments; and interest income. Adjusted EBITDA is not a recognized measure under IFRS and does not have a standardized meaning prescribed by IFRS, and
the Company’s method of calculating Adjusted EBITDA may differ from the methods used by other similar entities.
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(in thousands of Canadian dollars, except per share and share amounts)

(c) BUSINESS UNIT SEGMENTS

The following table demonstrates certain information contained in the consolidated statement of income
and comprehensive income segmented by business unit for the year ended December 31, 2021 and
2020. The Company does not consider the business unit segments to be an important factor in
management the business in regards to the consolidated statement of financial position.

(in thousands of Canadian dollars) YEAR ENDED DECEMBER 31, 2021

(unaudited) INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL

Gross revenues $ 99,900 281,710 173,532 1,368 § 556,510
Less: subconsultants and direct expenses 20,375 61,248 30,389 9 112,021
Net revenue $ 79,525 § 220,462 $ 143,143  § 1,359 § 444,489
Adjusted EBITDA! $ 14879 $ 35,145 $ 16,920 $ (14,085) $ 52,879

Items excluded in calculation of Adjusted EBITDA": - - -

Interest expense, net 624 1,826 1,333 4,240 8,023
Amortization and depreciation 4,791 9,567 7,433 26 21,817
Foreign exchange (gain)loss 6 5 434 278 723
Gain on sale of investment - - - (866) (866)
Change in fairvalue of otherfinancial liabilities - - - 908 908
Change in fair value of deferred share units - - - 1,430 1,430
Payment of DSP - - - (1,520) (1,520)
Stock based compensation 119 159 247 388 913
Performance share units - - - 424 424
Payment of performance share units - - - (299) (299)
Deferred financing charges - - - 490 490
IFRS 16 lease accounting adjustment (2,655) (7,755) (5,182) 474 (15,118)
Netincome before tax $ 11,994 § 31,343 § 12,655 $ (20,038)  $ 35,954
(in thousands of Canadian dollars) YEAR ENDED DECEMBER 31, 2020
(unaudited) INTELLIGENCE BUILDINGS INFRASTRUCTURE CORPORATE TOTAL
Gross revenues $ 96,934 $ 264,890 $ 142,382 $ 871 $ 505,077
Less: subconsultants and direct expenses 17,474 64,122 30,235 36 111,867
Net revenue $ 79,460 $ 200,768 §$ 112,147 § 835 § 393,210
Adjusted EBITDA! $ 16,079 $ 32613 § 9,899 § (12,857) $ 45,734

Items excluded in calculation of Adjusted EBITDA™:

Interest expense, net 537 1,625 1,641 11,081 14,884
Amortization and depreciation 4177 9,564 6,611 1,054 21,406
Foreign exchange (gain)loss (98) 449 208 637 1,196
Change in fair value of otherfinancial liabilities - - - 2,112) 2,112)
Change in fairvalue of deferred share units - - - 1,159 1,159
Payment of DSP - - - (184) (184)
Stock based compensation 90 92 112 438 732
Performance share units - - - 388 388
Payment of performance share units - - - (383) (383)
Deferred financing charges - - - 414 414
IFRS 16 lease accounting adjustment (2,466) (7,119) (4,961) (746) (15,292)
Net income before tax $ 13,839 $ 28,002 $ 6,288 $ (24,603) $ 23,526

1 As defined in the credit facilities agreement, references to “Adjusted EBITDA” is to earnings before interest, income taxes, depreciation and amortization; adjusted for gain/loss arising from extraordinary,

unusual or non-recurring items; acquisition costs and deferred consideration revenue; non-cash expenses; gain/loss realized upon the disposal of capital property; gain/loss on foreign exchange translation; gain/
loss on purchase or redemption of securities issued; gain/loss on fair valuation of financial instruments; amounts attributable to minority equity investments; IFRS lease accounting adjustments; and interest
income. Adjusted EBITDA is not a recognized measure under IFRS and does not have a standardized meaning prescribed by IFRS, and the Company’s method of calculating Adjusted EBITDA may differ from
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

NOTE 6: FINANCIAL INSTRUMENTS

(a) INDEBTEDNESS

On September 29, 2021, IBI Group entered into an amended agreement on its credit facilities extending
the maturity date to September 29, 2025 and maintaining the swing line facility maximum available
amount to $20,000. The total revolver facility remains unchanged at $130,000. As at December 31,
2021, the interest rate on Canadian dollar borrowings was 2.45% (December 31, 2020 — 2.45%).

As at December 31, 2021, IBI Group has borrowings of $Nil (December 31, 2020 - $Nil) under the credit
facilities, which has been recorded on the balance sheet net of deferred financing costs of $Nil
(December 31, 2020 - $Nil).

As at December 31, 2021, IBI Group has borrowed to $2,318 (December 31, 2020 - $Nil) on the
overdraft facility.

As at December 31, 2021, IBI Group has letters of credit outstanding of $8,960 (December 31, 2020 -
$10,811), of which $8,114 (December 31, 2020 - $10,068) is issued under a $20,000 facility which
matures on June 30, 2022 and supports letters of credit back stopped by Export Development Canada.
Advances under the revolver facility bear interest at a rate based on the Canadian dollar prime rate,
U.S dollar base rate, CDOR, SOFR or Banker’'s Acceptance rates plus, in each case, an applicable
margin. At December 31, 2021, $Nil was outstanding under Bankers’ Acceptance (December 31, 2020

- $Nil).

As at December 31, 2021, IBI Group has surety bonds outstanding of $4,554 (December 31, 2020 -
$4,554), with Liberty Mutual Insurance. These bonds are security agreements necessary to backstop
certain Intelligence projects in the U.S segment.

This facility is subject to compliance with certain financial, reporting and other covenants. The financial
covenants under the agreement include a leverage ratio, interest coverage ratio, and restrictions on
distributions, if certain conditions are not met. 1Bl Group was in compliance with its credit facility
covenants as at December 31, 2021.

Continued compliance with the covenants under the amended credit facilities is dependent on IBI Group
achieving revenue forecasts, continued profitability, executing contracts for clients and continued
monitoring of working capital. Market conditions are difficult to predict and there is no assurance that
IBI Group will achieve its forecasts. In the event of non-compliance, 1Bl Group’s lenders have the right
to demand repayment of the amounts outstanding under the lending agreements or pursue other
remedies if IBI Group cannot reach an agreement with its lenders to amend or waive the financial
covenants. As in the past, IBI Group will carefully monitor its compliance with the covenants and will
seek waivers, subject to lender approval, as may become necessary from time to time. No waivers
were requested for the year ended December 31, 2021.
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The following table demonstrates the activity on the credit facilities for the year ended December 31,
2021 and 2020.

YEAR ENDED
DECEMBER 31, DECEMBER 31,
2021 2020

Opening Balance $ -$ 50,328
Draws on credit facilities 35,000
Payments on principal of credit facilities (35,000) (52,600)
Payment of deferred financing charges (975) -
Cash movement $ (975) $ (2,272)
Amortization of deferred financing costs 490 414
Transfer to prepaid expenses and other current
assets 485 920
Impact of foreign exchange - 938
Non-cash movement $ 975$% 2,272
Ending Balance $ -9 -
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(b) CONVERTIBLE DEBENTURES

OTHER
FINANCIAL
LIABILITY LIABILITY
COMPONENT COMPONENT TOTAL
5.5% Debentures (Redeemed on January 15,
2021)

Balance at December 31, 2020 $ 46,000 $ 730 $ 46,730
Accretion of 5.5% Debentures - - -
Change in fair value of other financial liabilities - 908 908
Redemption of 5.5% Debentures (46,000) (1,638) (47,638)

BALANCE, DECEMBER 31, 2021 $ - 9% - % -
6.5% Debentures (matures on December 31,
2025)

Balance at December 31, 2020 $ 43,186 $ -$ 43,186

Accretion of 6.5% Debentures 477 - 477
BALANCE, DECEMBER 31, 2021 $ 43,663 $ -$ 43,663

5.5% DEBENTURES ($46,000 PRINCIPAL, REDEEMED ON JANUARY 15, 2021)

In September 2016, the Company issued 5.5% Debentures of $46,000 with a maturity date of
December 31, 2021. The 5.5% Debentures were convertible into common shares of the Company at
the option of the holder at a conversion price of $8.35 per common share. The 5.5% Debentures were
not redeemable at the option of the Company before December 31, 2019. The 5.5% Debentures were
redeemable by the Company at a price of $1,000 per 5.5% Debenture, plus accrued and unpaid
interest, on or after December 31, 2019 and prior to December 31, 2020 (provided that the volume
weighted average trading price of the shares of the Company on the TSXfor the 20 consecutive trading
days ending five trading days preceding the date on which notice of redemption was given, was not
less than 125% of the conversion price of $8.35 per share). On or after December 31, 2020 and prior
to the maturity date, the 5.5% Debentures were redeemable by the Company at a price of $1,000 per
5.5% Debenture, plus accrued and unpaid interest. The 5.5% Debentures bore interest at 5.5% per
annum, payable in equal semi-annual payments in arrears on June 30" and December 31st of each
year.
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The 5.5% Debentures were recorded as a hybrid financial instrument. The non-derivative debt (interest
and principal portion) was recorded at fair value on the date of issue and was recognized at $32,498
which was net of deferred financing costs of $2,594, estimated using discounted future cash flows at
an estimated discount rate discount rate of 11.5%. Subsequently the non-derivative debt component
was measured at amortized cost using the effective interest method over the life of the debenture.

The derivative component of this hybrid financial instrument representing the conversion feature of the
5.5% Debentures was measured at fair value of $10,908 at the date of issuance, and recorded as part
of other financial liabilities in the consolidated statement of financial position. This conversion feature
was unigue to this issuance of convertible debt given IBI had the right to settle any request to convert
debentures to IBI shares by the Debenture holders for an equivalent amount of cash. As at December
31, 2021, the fair value of the derivative component was $nil (December 31, 2020 - $730). The
movement in fair value was impacted by the redemption of the 5.5% debentures in January 2021.

On December 15, 2020, the Company issued a redemption notice pursuant to the convertible
debenture indenture dated September 2016 (the “Indenture”) to redeem the entire aggregate principle
amount of the outstanding 5.5% convertible unsecured subordinated debentures due December 31,
2021 and having a conversion price of $8.35 per common share, which were listed for trading on the
Toronto Stock Exchange under symbol “IBG.DB.D” in accordance with the terms of the Debentures.
The Company satisfied its obligation to pay to the holders of the Debentures the Redemption Price in
cash through available funds. The Debentures were redeemed on January 15, 2021 (Redemption Date)
for a total consideration of $47,638. The total redemption amount paid for each $ principal amount of
the debentures equals a redemption price of $1 plus all accrued and unpaid interest up to but excluding
the Redemption Date.
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6.5% DEBENTURES ($46,000 PRINCIPAL, MATURES ON DECEMBER 31, 2025)

On October 02, 2020, the Company issued 6.5% senior, unsecured Debentures of $46,000 with a
maturity date of December 31, 2025. The Debentures bear interest at the rate of 6.5% per annum,
payable semi-annually in arrears on June 30 and December 31 of each year, commencing December
31, 2020. The intended use of the net proceeds was to repay the 5.5% Debentures.

On or after December 31, 2023, but prior to December 31, 2024, the 6.5% Debentures are redeemable,
in whole or in part from time to time at the option of the Company at a price equal to 103.25% of the
principal amount of the Debentures redeemed plus accrued and unpaid interest. On or after December
31, 2024 but prior to the maturity date of December 31, 2025, the Debentures are redeemable at a
price equal to their principal amount plus accrued and unpaid interest.

On redemption or at maturity on December 31, 2025, the Company has the option to repay the
debentures in either cash or freely tradable voting shares of the Company obtained by dividing $1 by
95% of the current market price of the share on the date fixed for redemption or the maturity date.

In the event of a change in control, as defined in the indenture, on or after December 31, 2023 but
before December 31, 2024, the Company will be required to make an offer to the holders of the
debentures to repurchase the debentures at a price equal to 103.25% of the principal amount plus
accrued and unpaid interest. On or after December 31, 2024 the price is equal to the principal plus
accrued and unpaid interest.

Each embedded feature was evaluated separately, and it was determined that the economic and risk
characteristics are not closely related to the host contract. It has been assessed that the identified
embedded derivative as at the date of issuance and December 31, 2021 had nominal value and
therefore were not accounted for as separate financial instruments.

The 6.5% Debentures were therefore recorded as a financial instrument. The debt was recorded at
carrying value of $46,000 net of deferred financing costs of $2,921 at the date of issuance.

The 6.5% Debentures are measured subsequently at amortized cost using the effective interest method
over the life of the debenture.

The fair value of the debentures as at December 31, 2021, based on a Level 1 quoted market price, is

as follows:
Carrying Value Fair Value
5.5% Debentures $ -5 -
6.5% Debentures 43,663 49,220
BALANCE, DECEMBER 31, 2021 $ 43,663 $ 49,220
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The fair value of the convertible debentures as at December 31, 2020, based on a Level 1 quoted
market price, is as follows:

Carrying Value Fair Value
5.5% Debentures $ 46,000 $ 46,000
6.5% Debentures 43,186 46,920
BALANCE, DECEMBER 31, 2020 $ 89,186 $ 92,920

(c) FINANCIAL ASSETS AND LIABILITIES

The fair values of accounts receivable, current and non-current lease receivable, accounts payable and
accrued liabilities approximate their carrying amounts due to their short-term maturity. The fair value of
the credit facilities approximate its carrying amount due to the variable rate of interest.

The carrying amount of the Company’s financial instruments as at December 31, 2021 are as follows:

FINANCIAL
ASSETS
AND
LIABILITIES AMORTIZED
AT FVTPL COST TOTAL

FINANCIAL ASSETS

Cash $ 21,473 $ -$ 21,473

Restricted cash 2,958 - 2,958

Accounts receivable - 140,064 140,064

Investment 335 - 335
TOTAL $ 24,766 $ 140,064 $ 164,830
FINANCIAL LIABILITIES

Accounts payable and accrued

liabilities $ -3 49,060 $ 49,060

Deferred share plan liability 4,652 - 4,652

Credit facilities - - -

Debentures - 43,663 43,663

Other financial liabilities - - -

Deferred consideration 3,164 - 3,164
TOTAL $ 7,816 $ 92,723 $ 100,539
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The carrying amount of the Company'’s financial instruments as at December 31, 2020 are as follows:

FINANCIAL
ASSETS
AND
LIABILITIES AMORTIZED
AT FVTPL COST TOTAL

FINANCIAL ASSETS

Cash $ 32,728 $ -$ 32,728

Restricted cash 2,992 - 2,992

Accounts receivable - 127,347 127,347

Investment 333 - 333
TOTAL $ 36,053 $ 127,347 $ 163,400
FINANCIAL LIABILITIES

Accounts payable and accrued

liabilities $ -$ 53,894 $ 53,894

Deferred share plan liability 4,085 - 4,085

Credit facilities - - -

Debentures - 89,186 89,186

Other financial liabilities 730 - 730

Deferred consideration 2,745 - 2,745
TOTAL $ 7,560 $ 143,080 $ 150,640
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The following tables summarize the Company’s fair value hierarchy for those assets and liabilities that
are measured at fair value on a recurring basis as at December 31, 2021 and December 31, 2020:

AS AT DECEMBER 31, 2021

LEVEL 1 LEVEL 2 LEVEL 3

Cash 21,473 $ -$ -
Restricted cash 2,958 - -
Investment - - 335
Deferred share plan liability - (4,652) -
Other Financial Liabilities - - -
Deferred consideration - - (3,164)

24431 % (4,652)% (2,829)

AS AT DECEMBER 31, 2020

LEVEL 1 LEVEL 2 LEVEL 3
Cash 32,728 $ -$ -
Restricted cash 2,992 - -
Investment - - 333
Deferred share plan liability - (4,085) -
Other Financial Liabilities - (730) -
Deferred consideration - - (2,745)

35,720 $ (4,815)% (2,412)
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NOTE 7: PROPERTY AND EQUIPMENT

The following table presents the Company’s property and equipment as at December 31, 2021 and
2020:

OFFICE
FURNITURE
AND COMPUTER
EQUIPMENT EQUIPMENT VEHICLES LEASEHOLDS TOTAL

COsT

January 1, $ $ $ $ $
2020 14,208 18,492 429 24,592 57,721

Additions 569 2,127 114 1,635 4,445

Additions

through

business

combinations 282 201 15 - 498

Disposals - - - - -

Foreign

currency

translation

gain (66) (34) (2) (35) (137)
December $ $ $ $ $

31, 2020 14,993 20,786 556 26,192 62,527

Additions 856 1,386 202 88 2,632

Additions

through

business

combinations 13 41 - - 54

Disposals - - (35) - (35)

Foreign

currency

translation

gain (106) (113) (8) (86) (313)

DECEMBER $ $ $ $ $
31, 2021 15,756 22,100 715 26,194 64,765
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OFFICE
FURNITURE
AND COMPUTER

EQUIPMENT EQUIPMENT VEHICLES LEASEHOLDS TOTAL
ACCUMULATED
DEPRECIATION

$ $ $ $
January 1, 2020 9,402 16,448 389 9,862 36,101
Depreciation 1,405 1,887 38 2,424 5,754
Disposals - - - - -
Foreign currency
translation gain (45) (26) 3 9 (59)
DECEMBER 31, $ $ $ $
2020 10,762 18,309 430 12,295 41,796
Depreciation 1,250 1,836 51 2,375 5,512
Disposals - - (24) - (24)
Foreign currency
translation gain (74) (100) (7) (43) (224)
DECEMBER 31, $ $ $ $
2021 11,938 20,045 450 14,627 47,060
NET
CARRYING
AMOUNT
DECEMBER 31, $ $ $ $ $
2020 4,231 2,477 126 13,897 20,731
DECEMBER 31, $ $ $ $ $
2021 3,818 2,055 265 11,567 17,705

Additions to leasehold improvements as at December 31, 2021 of $88 related to renovations on new office

spaces.
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NOTE 8: INTANGIBLE ASSETS AND GOODWILL

The following table presents the Company’s intangible assets as at December 31, 2021 and 2020:

ERP CLIENT
SYSTEM RELATIONSHIPS

BACKLOG

GOODWILL

INTERNALLY
GENERATED
PRODUCTS

TOTAL

COST

Balance at
January 1,
2020

Additions

Additions
through
business
combinations

Foreign
exchange
translation
gain

7,168 7,654 -
239 154

- 1,077 949

- (78)

3,384

2,522

17

935

215

17,344
2,328

5,625

(78)

DECEMBER
31, 2020

Additions

Additions
through
business
combinations

Foreign
exchange
translation
gain

7,407 8,807 949

1,014

1,140

- (62) -

3,384

1,408

4,672

2y

130

25,219
3,144

2,548

(62)

DECEMBER §

31, 2021

8,421 9,885 949

4,792

6,802

30,849
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INTERNALLY
ERP CLIENT GENERATED
SYSTEM RELATIONSHIPS BACKLOG GOODWILL PRODUCTS TOTAL

ACCUMULATED
AMORTIZATION

Balance at $ $ $ $ $ $
January 1, 2020 2,380 4,084 - - 1,260 7,724

Amortization 899 1,272 92 - 574 2,837

Foreign
exchange
translation gain - (82) - - (82)

DECEMBER 31, $ $ $ $ $ $
2020 3,279 5,274 92 - 1,834 10,479

Amortization 1,012 1,186 428 - 1,514 4,140

Foreign
exchange
translation gain - (50) - - (50)

DECEMBER 31, $ $ $ $ $ $
2021 4,291 6,410 520 - 3,348 14,569

NET
CARRYING
AMOUNT

DECEMBER 31, $ $ $ $ $ $
2020 4,128 3,533 857 3,384 2,838 14,740
DECEMBER 31, $ $ $ $ $ $
2021 4,130 3,475 429 4,792 3,454 16,280

Details of the Company’s Goodwill as of December 31, 2021 and 2020 are listed as follows

December 31, December 31,
2020 Acquisitions Impairment 2021
Cole Engineering Group Ltd. 3,384 - - 3,384
Peter's Energy Solutions Inc. - 648 - 648
Teranis Consulting Ltd. - 466 - 466
Telenium Inc. - 294 294
Total $ 3,384 $ 1,408 $ - $ 4,792
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December 31, December 31,
2019 Acquisitions Impairment 2020
Cole Engineering Group Ltd. 3,384 - 3,384
Peter's Energy Solutions Inc. - - - -
Teranis Consulting Ltd. - - - -
Telenium Inc. - - - -
Total $ - $ 3,384 § - $ 3,384

IMPAIRMENT TESTING FOR CASH GENERATING UNITS CONTAINING GOODWILL

The annual impairment test of goodwill was performed as of December 31, 2021. The recoverable amount
of the Company’s CGU’s was estimated based on an assessment of their value in use using a discounted
cash flow approach. Cash flows for the years thereafter are extrapolated using an estimated terminal growth
rate. The risk premiums expected by market participants related to uncertainties about the industry and
assumptions relating to future cash flows may differ and can change quickly, depending on economic
conditions and other events.

The Company has made certain assumptions in determining the cash flow projections based over a five-
year period from 2022 to 2026 on budgets approved by management and include managements best
estimate of expected market conditions. The cash flow projections include certain key assumptions
regarding revenue growth rates, terminal revenue growth rates and currentincome tax rates. Therefore, it
is reasonably possible that future changes in assumptions may negatively impact future valuations of
goodwill and the Company would be required to recognize an impairment loss. The Company determined
the revenue growth rate and terminal revenue growth rate based on past performance and its expectations for
market developments. As of December 31, 2021, and 2020, no impairment on the goodwill was identified.
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NOTE 9: INCOME TAXES

The major components of income tax expense includes the following:

YEAR ENDED
DECEMBER 31,
2021 2020

CURRENT TAX EXPENSE
Current period $ 9,678 $ 2,748
Change in estimate related to prior period
and withholding taxes 693 971

10,371 3,719
DEFERRED TAX EXPENSE / (RECOVERY)
Origination and reversal of temporary differences 659 4,615
Reduction in tax rates (565) (134)
Adjustment for prior periods (657) 360
Change in unrecognized deductible temporary differences 899 (2,715)

336 2,126

TOTAL TAX EXPENSE / (RECOVERY) $ 10,707 $ 5,845

The provision for income taxes in the consolidated statement of comprehensive income represents an
effective tax rate different than the Canadian enacted or substantively enacted statutory rate of
approximately 26.5% (December 31, 2020 — 26.5%). The differences are as follows:
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YEAR ENDED
DECEMBER 31,
2021 2020
Net income $ 25247 $ 17,681
Total tax expense / (recovery) 10,707 5,845
Net income before tax $ 35,954 $ 23,526
Income tax using the Company's domestic tax rate $ 9,528 $ 6,234
Income tax effect of:
Non-deductible expenses 781 2,578
Change in deferred tax rates (565) (134)
(Gain) / Loss on financial derivative 233 (734)
Operating in jurisdictions with different tax rates (347) (158)
Change in unrecognized temporary differences 899 (2,715)
Change in estimate related to prior period current tax 663 (58)
Change in estimate related to prior period deferred tax (657) 360
Withholding taxes 30 537
Other 142 (65)
INCOME TAX EXPENSE / (RECOVERY) $ 10,707 $ 5,845

The applicable tax rate is the aggregate of the Canadian Federal income tax rate of 15% (2020 — 15%)

and the Provincial income tax rate of 11.5% (2020 — 11.5%).

UNRECOGNIZED DEFERRED TAX LIABILITIES

As at December 31, 2021, taxable temporary differences related to the investment in subsidiaries were
not recognized because the Company controls the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in the foreseeable future.

38



IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

UNRECOGNIZED DEFERRED TAX ASSETS

Deferred tax assets have not been recognized in respect of the following gross temporary differences:

YEAR ENDED
DECEMBER 31,
2021 2020
Deductible temporary differences $ 620 $ -
Tax losses — Federal 7,551 5,815
Tax losses — State 11,527 12,104
$ 19,698 $ 17,919

The tax effected amount of unrecognized gross temporary differences is as follows:

YEAR ENDED
DECEMBER 31,
2021 2020
Deductible temporary differences $ 143 $ -
Tax losses — Federal 1,776 1,352
Tax losses — State 634 539
$ 2,553 § 1,891

Deferred tax assets are recognized for operating loss carry forwards to the extent that the realization of
the related tax benefit through future taxable profits is probable. As at December 31, 2021, the
Company’s affiliated entities have $11,824 of Federal and $30,976 of U.S State operating loss carry
forwards (December 31, 2020 - $23,452 and $37,038 respectively) available for income tax purposes.
Approximately $1,419 of Federal losses will expire by 2026 while the remaining portion can be carried
forward indefinitely. Approximately $25,812 of State losses will start to expire from 2028 onwards, while
the remaining portion can be carried forward indefinitely.

The Company regularly assesses the status of open tax examinations and its historical tax filing positions
for the potential for adverse outcomes to determine the adequacy of the provision for income and other
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taxes. The Company believes that it has adequately provided for any tax adjustments that are more
likely than not to occur as a result of ongoing tax examinations or historical filing positions.

The tax effect of temporary differences between the financial statement carrying amounts of assets and
liabilities and their respective tax bases that giverise to significant portions of the deferred tax assets at
December 31, 2021 and December 2020 are presented below.

RECOGNIZED DEFERRED TAX ASSETS AND LIABILITIES

Deferred tax assets and liabilities are attributable to the following:

YEAR ENDED DECEMBER 31, 2021

ASSETS LIABILITIES TOTAL

Property and equipment $ 784 % (3,259) $ (2,475)
Non-capital loss 2,020 (138) 1,882
Reserves 2,247 (2,715) (468)
Financing costs - (285) (285)
Intangible assets 552 (69) 483
IFRS 16 lease receivables and lease liabilities 1,995 (52) 1,943
Other 1,100 (43) 1,057

$ 8,698 $ (6,561)$ 2,137

YEAR ENDED DECEMBER 31, 2020

ASSETS LIABILITIES TOTAL

Property and equipment $ 937 % (2,034)$ (1,097)
Non-capital loss 5,235 - 5,235
Reserves 1,084 (3,405) (2,321)
Financing costs - (281) (281)
Intangible assets 258 (94) 164
IFRS 16 lease receivables and lease liabilities 270 (55) 215
Other 643 (44) 599

$ 8,427 $ (5,913)$ 2,514
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NOTE 10: RELATED PARTY TRANSACTIONS

Pursuant to the Administration Agreement, IBI Group and certain of its subsidiaries are paying to the
Management Partnership an amount representing the base compensation for the services of the
partners of the Management Partnership. The amount paid for such services during the year ended
December 31, 2021 was $13,128 (year ended December 31, 2020 - $13,961). As at December 31,
2021, there were 38 partners (December 31, 2020 — 40 partners). As at December 31, 2021, the amount
payable to the Management Partnership was $139 (December 31, 2020 - $nil).

IBI Group from time to time makes a monthly distributionto each Class B partnership unit holder equal
to the dividend per share (on a pre-tax basis) declared to each shareholder. All of the Class B partnership
units are held by the Management Partnership.

COMPENSATION OF KEY MANAGEMENT PERSONNEL

The Company’s key management personnel are comprised of members of the executive team, to the
extent that they have the authority and responsibility for planning, directing, and controlling the day-to-
day activities of the Company. The Company also provides compensation to the members of the Board
of Directors.

YEAR ENDED
DECEMBER 31,
2021 2020
Directors fees, salaries and other short-term employee benefits $ 7,303 % 6,613
Share-based compensation 1,372 1,258
Total compensation $ 8,675 % 7,871

NOTE 11: EQUITY

(a) SHAREHOLDERS’ EQUITY

The Company is authorized to issue an unlimited number of common shares. As at December 31, 2021,
the Company’s common share capital consisted of 31,288,649 shares issued and outstanding
(December 31, 2020 — 31,265,044 shares).

Each share entitles the holder to one vote at all meetings of shareholders.

The 6,282,222 Class B partnership units of IBl Group are indirectly exchangeable for common shares
of the Company on the basis of one share of the Company for each Class B partnership unit. If all such
Class B partnership units of IBI Group had been exchanged for shares on December 31, 2021, the units
issued on such exchange would have represented a 16.72% interestin the Company.
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The holders of the Class B partnership units hold an equal number of non-participating voting shares
which entitle the holder to voting rights at the meetings of shareholders of the Company. The Class B
partnership units have been recorded as a non-controlling interest in these consolidated financial
statements as at December 31, 2021.

On June 14, 2021 The Company received approval from the TSX for a normal course issuer bid (NCIB)
to purchase up to 750,000 of its issued and outstanding shares during the period of June 21, 2021 to
June 20, 2022. During the year ended months December 31, 2021, the Company repurchased 52,728
common shares at a cost of $641, of which all were cancelled pursuant to the NCIB.

SHARE ISSUANCES

During the year ended December 31, 2021, the Company issued 76,333 common shares as a result of
exercises of stock options granted in January 2016, July 2017, May 2019 and May 2020.

EARNINGS PER SHARE

For the purposes of calculating diluted earnings per share, any impact of the convertible rights on the
convertible debentures are not included in the calculation of net income per common share or weighted
average number of common shares outstanding as they would be anti-dilutive.
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For the purposes of calculating diluted earnings per share, any impact of the stock options are included
in the calculation of net income per common share or weighted average number of common shares
outstanding.

YEAR ENDED
DECEMBER 31,
2021 2020
Net income $ 25247 $ 17,681
Net income attributable to common shareholders $ 21,026 $§ 14,723
Weighted average common shares outstanding 31,296 31,246
Dilutive effect of Class B partnership units 6,282 6,282
Dilutive effect of stock options granted 881 284
Diluted weighted average common shares outstanding 38,459 37,812
Basic earnings per common share $ 0.67 $ 0.47
Diluted earnings per common share $ 0.66 $ 0.47

(b) NON-CONTROLLINGINTEREST

Non-controlling interest in the Company’s subsidiaries is exchangeable into the common shares of the
Company on a one for one basis, subject to certain conditions. The movement in non-controlling interest
is shown in the consolidated statement of changes in equity (deficit) for the year ended December 31,
2020.

The calculation of net income and total comprehensive income attributable to non-controlling interest is
set out below:

YEAR ENDED
DECEMBER 31,
2021 2020
Net income $ 25,247 $ 17,681
Non-controlling interest share of ownership 16.72% 16.73%

Net income attributable to
non-controlling interest $ 4,221 % 2,958
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YEAR ENDED
DECEMBER 31,
2021 2020
Total comprehensive income $ 23,751 $ 16,922
Non-controlling interest share of ownership 16.72% 16.73%
Total comprehensive income attributable
to non-controlling interest $ 3,971 § 2,831

NOTE 12: FINANCIAL RISK MANAGEMENT

The Company has exposure to market, credit and liquidity risk. The Company’s primary risk
management objective is to protect the Company’s consolidated statement of financial position, income
and comprehensive income and cash flow in support of sustainable growth and earnings. The
Company’s financial risk management activities are governed by financial policies that cover risk
identification, tolerance, measurement, authorization levels, and reporting.

(a) MARKET RISK

In December 2019, a novel coronavirus disease (“COVID-19") was reported and in January 2020, the
World Health Organization (“WHQO”) declared it as a Public Health Emergency of International Concern.
On February 28, 2020 the WHO raised its assessment of the COVID-19 threat from high to very high at
a global level due to the continued increase in the number of cases and affected countries, on March
11, 2020, the WHO characterized COVID-19 as a pandemic.

To date the Company has been able to operate under normal business conditions, however the broader
implications of COVID-19 on the Company’s results of operations and overall financial performance
remain uncertain. The COVID-19 pandemic and its adverse effects have become more prevalent in the
locations where IBI Group, the Company’s customers, suppliers, and third party business partners
conduct business. The Company may experience curtailed customer demand that could have a material
adverse impact our business, results of operations, and overall financial performance of future periods,
specifically the Company may experience impacts from customers delaying consulting services and
reduced market spending.

44



IBI GROUP INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, except per share and share amounts)

The duration and extent of the impact from the COVID-19 pandemic depends on future developments
that cannot be accurately predicted at this time, such as the severity and transmission rate of the virus,
the extent and effectiveness of containment actions, and the impact of these and other factors on our
employees, customers, partners, and vendors.

INTEREST RATE RISK

The Company’s credit facilities have floating-rate debt, which subjects it to interest rate cash flow risk.
Advances under these credit facilities bear interest at a rate based on the Canadian dollar, U.S dollar
base rate, CDOR, SOFR or banker’s acceptance rates, plus, in each case, an applicable margin.

If the interest rate on the Company’s variable rate loan balance as at December 31, 2021, had been 50
basis points higher or lower, with all other variables held constant, net income for the year ended
December 31, 2021 would have decreased or increased by a nominal amount.

CURRENCY RISK

The Company’s foreign exchange risk is the risk that the fair value of the future cash flows of a financial
instrument will fluctuate as a result of changes in foreign exchange rates. The Company’s policy has
been to economically hedge foreign exchange exposures rather than purchasing currency swaps and
forward foreign exchange contracts.

Foreign exchange gains or losses in the Company’s net income arise on the translation of foreign-
denominated intercompany loans held in the Company’s Canadian operations and financial assets and
liabilities held in the Company’s foreign operations. The Company minimizes its exposure to foreign
exchange fluctuations on these items by matching U.S dollar liabilities when possible.

If the exchange rates had been 100 basis points higher or lower as at December 31, 2021, with all other
variables held constant, total comprehensive income would have increased or decreased by $180 for
the year ended December 31, 2021. If the exchange rates had been 100 basis points higher or lower as
at December 31, 2021, with all other variables held constant, net income would have increased or
decreased by $135 for the year ended December 31, 2021.

(b) CREDIT RISK

Financial instruments that subject the Company to credit risk consist primarily of accounts receivable.
The Company maintains an allowance for estimated credit losses on accounts receivable. The estimate
is based on the best assessment of the ultimate collection of the related accounts receivable balance
based, in part, on the age of the outstanding accounts receivable and on its historical impairment loss
experience.

The Company provides services todiverse clients in various industries and sectors of the economy, and
its credit risk is not concentrated in any particular client, industry, economic or geographic sector. In
addition, management reviews accounts receivable past due on an ongoing basis with the objective of
identifying matters that could potentially delay the collection of funds (at an early stage). The Company
monitors accounts receivable with an internal target of working days of revenue in accounts receivable
(a non-IFRS measure). At December 31, 2021 there were 63 working days of revenue in accounts
receivable, consistent with 2020. The maximum exposure to creditrisk, at the date of the consolidated
statement of financial position to recognized financial assets is the carrying amount, net of any
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provisions for impairment of those assets, as disclosed in the consolidated statement of financial
position.

A significant portion of the accounts receivable are due from government and public institutions.
Receivables that are neither past due nor impaired are considered by management to have no
significant collection risk. The liquidity of customers and their ability to pay receivables are considered
in assessing the impairment of such assets. No collateral is held in respect of impaired assets or assets
that are past due but not impaired.

The aging of the accounts receivable are detailed below:

AS AT
DECEMBER 31, DECEMBER 31,
2021 2020
Current $ 57,571 $ 56,843
30 to 90 days 36,368 36,241
Over 90 days 50,759 40,885
Gross accounts receivable 144,698 133,969
Allowance for impairment losses (4,634) (6,622)
Total $ 140,064 $ 127,347
Changes in the allowance for impairment losses were as follows:
AS AT
DECEMBER 31, DECEMBER 31,
2021 2020
Balance at beginning of period $ (6,622)% (4,065)
Provision for doubtful accounts (3,355) (3,857)
Amounts written-off 5,293 1,215
Effect of foreign currency exchange rate changes 50 85
Total $ (4,634)$ (6,622)

Impairment loss provision of contract assets is determined by applying a weighted average loss rate
based on the Company’s historical experience and informed credit assessment. The weighted average
loss rate as at December 31, 2021 was 3.15% on contract assets for impairment loss of $1,961
(December 31, 2020 — loss rate of 1.52% and impairment loss of $1,051).

The Company, upon entering in a contract as the lessor assesses the credit risk of the lease receivable
balance at the inception of the contract. The impact of the credit risk is included as part of the discount
rate upon recording the asset on the statement of financial position. The Company assesses the asset
for changes in the credit risk at each reporting period, with the impact of any gains and losses recognized
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on the statement of financial position. For the year ended December 31, 2021, no changes in credit risk
were identified.

(c) LIQUIDITY RISK

The Company strives to maintain sufficient financial liquidity to withstand sudden adverse changes in
economic circumstances. Management forecasts cash flows for its current and subsequent fiscal years
to identify financing requirements. These requirements are then addressed through a combination of
committed credit facilities (as described in Note 6 — Financial Instruments) and access to capital
markets.

As a result of COVID-19 our existing cash and cash equivalents may fluctuate as a result of increased
collection risk and the risk of a slowdown in work to be completed and billed. However, based on the
Company’s current business plan and revenue prospects, the Company believes that the existing cash
and cash equivalents, anticipated cash flows from operations, and available credit facility will be
sufficient to meet the working capital and operating resource expenditure requirements.

On September 29, 2021, 1Bl Group signed an amendment to refinance its credit facilities with its senior
lenders. (referto Note 6 — Financial Instruments).

As at December 31, 2021, a foreign subsidiary of the Company issued letters of creditin the amount of
U.S $2,300, which is equal to CAD $2,947 (December 31, 2020 — CAD $2,981). The Company has
pledged U.S $2,300 (December 31, 2020 — U.S $2,300) of cash as security for these letters of credit
issued by a foreign financial institution on behalf of the foreign subsidiary.

As at December 31, 2021, a foreign subsidiary of the Company issued letters of creditin the amount of
INR 650,000, which is equal to CAD $11 (December 31, 2020 — CAD $11). The Company has pledged
INR 650,000 (December 31, 2020 — INR 650,000) of cash as security for these letters of credit issued
by a foreign financial institution on behalf of the foreign subsidiary.

As at December 31, 2021, the Company has letters of credit outstanding of $8,960 (December 31, 2020
- $10,811), of which $846 (December 31, 2020 - $743) are outstanding with foreign institutions with the
remaining $8,114 (December 31, 2020 - $3,537) being issued under a $20,000 facility which matures
on June 30, 2022 and supports letters of credit back stopped by Export Development Canada.

As at December 31, 2021, 1Bl Group has surety bonds outstanding of $4,554 (December 31, 2020 -
$4,554), with Liberty Mutual Insurance. These bonds are security agreements necessary to backstop
certain Intelligence projects in the U.S segment.
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The company has the following contractual obligations as at December 31, 2021:

YEAR ENDED DECEMBER 31, 2021

CARRYING
AMOUNT

2022 2023 AND 2024

2025 AND 2026

2027 AND
BEYOND

Accounts

payable and
accrued

liabilities $

Credit facilities

Interest on credit
facilities

Senior
unsecured
Debentures $

Intereston
Senior
unsecured
Debentures

53,712

43,663

53,712 -

2,990 5,980

46,000

2,990

Total obligations$

97,375

56,702 $ 5,980

48,990

(d) CAPITAL MANAGEMENT

The Company’s objective in managing capital is to maintain a strong capital base so as to maintain
investor, creditor, and market confidence and to sustain future growth within the business. The Company
defines its capital as the aggregate of credit facilities, convertible debentures and equity.

The Company’s financing strategy is to access capital markets to raise debt and equity financing and
utilize the banking market to provide committed term and operating credit facilities to support its short-

term and long-term cash flow needs.

The Company has used the credit facilities to fund working capital. The credit facilities contain financial
covenants including a leverage ratio, interest coverage ratio, minimum Adjusted EBITDA" threshold,
and restrictions on distributions, if certain conditions are not met. The Company was in compliance with
the credit facility covenants as at December 31, 2021.

1As definedin the creditfacilities agreement, references to “AdjustedEBITDA”isto earnings before interest,income taxes, depreciationand
amortization;adjustedforgain/loss arising from extraordinary, unusual or non-recurringitems; acquisition costs and deferred consideration revenue; non-cash expenses;
gain/lossrealized upon the disposal of capital property; gain/loss on foreign exchange translation; gain/loss on purchase or redemption of securitiesissued; gain/losson
fairvaluation of financial instruments; amounts attributable to minority equity investments; IFRS lease accounting adjustments;and interestincome. Adjusted EBITDAis not
arecognizedmeasure underIFRS and does nothave a standardized meaning prescribed by IFRS,and the Company's method of calculatingAdjusted EBITDA may differ
fromthe methods usedby othersimilarentities.
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(e) FAIR VALUE MEASUREMENTS

The fair values of accounts receivable, accounts payable, accrued liabilities, and investments
approximate their carrying amounts due to their short-term maturity.

The fair value of the Company’s credit facilities (net of deferred financing costs) approximate carrying
value due to the variable rate of interest of the debt.

IFRS 7 Financial Instruments — Disclosures, requires disclosure of all financial instruments at fair value
other than short term and carried at amortized cost, grouped in Levels 1 to 3, in the fair value hierarchy,
based on the degree to which the fair value is observable. The three levels of the fair value hierarchy
are:

e Level 1 — inputs derived from quoted prices (unadjusted) in active markets for identical assets or
liabilities;
e Level 2 —inputs other than quoted prices included within Level 1 that are observable for the asset

or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and

e Level 3 — fair value derived from valuation techniques that include inputs for the asset or liability
that are not based on observable market data (unobservable inputs).

For financial instruments recognized at fair value on a recurring basis, the Company determines
whether transfers have occurred between levels in the hierarchy by reassessing categorization at the
end of each reporting period. There were no transfers between Level 1 and Level 2 for the years ended
December 31, 2021 and December 31, 2020.

NOTE 13: CHANGE IN NON-CASH OPERATING WORKING CAPITAL

YEAR ENDED
DECEMBER 31,
2021 2020

Accounts receivable $ (16,642)$ (16,739)
Contract assets 7,268 (2,154)
Prepaid expenses and other assets 935 (6,101)
Accounts payable and accrued liabilities (5,941) 9,003
Contract liabilities 9,060 19,828
Net income taxes payable 9,831 3,807
Change in non-cash operating working capital $ 4,511 § 7,644
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NOTE 14: FINANCE COSTS

YEAR ENDED
DECEMBER 31,
2021 2020

Interest on credit facilities 799 $ 1,246
Interest on debentures 3,133 3,273
Non-cash accretion of debentures 477 6,339
Interest on lease liability 3,329 3,862
Interest on lease receivable (198) (304)
Other 483 468
INTEREST EXPENSE 8,023 $ 14,884
Amortization of deferred financing costs 490 $ 414
Other 496 406
OTHER FINANCE COSTS 986 $ 820
FINANCE COSTS 9,009 $ 15,704

NOTE 15: CONTINGENCIES

(a) LEGAL MATTERS

In the normal course of business, the Company is a defendant in a number of lawsuits. The potential
liability, if any, is not determinable and in management's opinion, it would not have a material effect on
these consolidated financial statements, therefore no provisions have been recorded.

(b) INDEMNIFICATIONS

The Company provides indemnifications and, in very limited circumstances, bonds, which are often
standard contractual terms, to counterparties in transactions such as purchase and sale contracts for
assets or shares, service agreements, and leasing transactions. The Company also indemnifies its
directors and officers against any and all claims or losses reasonably incurred in the performance of
their service to the Company to the extent permitted by law. These indemnifications may require the
Company to compensate the counterparty for costs incurred as a result of various events, including
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changes in or in the interpretation of laws and regulations, or as a result of litigation claims or statutory
sanctions that may be suffered by the counterparty as a consequence of the transaction. The terms of
these indemnifications will vary based upon the contract, the nature of which prevents the Company
from making a reasonable estimate of the maximum potential amount that it could be required to pay to
counterparties. The Company carries liability insurance, subject to certain deductibles and policy limits
that provides protection against certain insurable indemnifications. Historically, the Company has not
made any significant payments under such indemnifications, and no provisions have been accrued in
the accompanying consolidated financial statements with respect to these indemnifications as it is not
probable that there will be an outflow of resources.

NOTE 16: ACQUISITIONS

2021 TRANSACTIONS
Telenium Inc.

On December 10, 2021, the Company acquired the assets of Telenium Inc (Telenium). including all
intellectual property and technology assets. The consideration paid was $775, with $475 paid in cash on
closing and an estimated $300 to be paid as contingent consideration via a performance based earn out
payable over two-year period. Telenium specializes in telecommunications that integrate telephone,
computer and web technologies. The acquisition bolsters the Company’s existing software products
through access to new markets and increases the firm’s SaaS portfolio and recurring revenue profile.

The Company recognizes identifiable assets acquired and liabilities assumed in a business combination.
Assets acquired and liabilities assumed are generally measured at their acquisition date fair values.
Goodwill is stated after separate recognition of identifiable intangible assets. It is calculated as the excess
of the fair value of consideration transferred over the acquisition date fair values of identifiable net assets.
Goodwill recognized on the acquisition of $294 relates to the expected growth, synergies and value of
Telenium’s workforce which cannot be separately recognized as an intangible asset. The goodwill is not
expected to be deducted for tax purposes. The Company recognized $441 in intangible assets on the
acquisition. Telenium contributed an immaterial amount to the Company's net revenue and net income
from the acquisition date to December 31, 2021.

Teranis Consulting Inc.

On December 1, 2021, the Company acquired 100% of the issued and outstanding shares in Teranis
Consulting Ltd. (Teranis). The consideration paid was $1,655, with $1,255 paid in cash on closing and an
estimated $400 to be paid as contingent consideration via a performance based earn out payable over a
two-year period. Teranis is a scientific and environmental consulting firm specializing in environmental
investigation, remediation, and risk assessment, with a focus on supporting First Nations communities. The
acquisition complements the Company’s existing sustainability and environmental management business and
supports the Company’s goal of fostering improved relations with Indigenous communities in Canada and
across North America.

The Company recognizes identifiable assets acquired and liabilities assumed in a business combination.
Assets acquired and liabilities assumed are generally measured at their acquisition date fair values. Goodwiill
is stated after separate recognition of identifiable intangible assets. It is calculated as the excess of the fair
value of consideration transferred over the acquisition date fair values of identifiable net assets. Goodwill
recognized on the acquisition of $466 relates to the expected growth, synergies and value of Teranis’
workforce which cannot be separately recognized as an intangible asset. The goodwill is not
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expected to be deducted for tax purposes. The Company recognized $699 in intangible assets on the
acquisition. Teranis contributed an immaterial amount to the Company’s net revenue and net income from
the acquisition date to December 31, 2021.

Peter’s Energy Solutions Inc.

On February 2, 2021, the Company acquired 100% of the issued and outstanding shares in Peter's Energy
Solutions Inc. (Peter's Energy) for consideration of $737, with $507 paid in cash on closing and an
estimated $230 to be paid as contingent consideration via a performance based earn out payable over a
three-year period. Peter's Energy is a consulting firm focused on renewable energy solutions including
solar, wind and energy storage, and the environmental, regulatory, and economic considerations of
planning, designing, and delivering green energy solutions. The acquisiton complements the
Company’s existing energy management business and augments the firm’s work in sustainable community
development.

The Company recognizes identifiable assets acquired and liabilities assumed in a business combination.
Assets acquired and liabilities assumed are generally measured at their acquisition date fair values. Goodwiill
is calculated as the excess of the fair value of consideration transferred over the acquisition date fair values of
identifiable net assets.

Goodwill recognized on the acquisition of $648 relates to the expected growth, synergies and value
of Peter's Energy workforce which cannot be separately recognized as an intangible asset. The goodwill is
not expected to be deducted for tax purposes.

Since the acquisition date, Peter’'s Energy has contributed $448 and $129 to the Company’s net revenue and
net income respectively for the year ended December 31, 2021. Had the acquisition taken place on January
1, 2021, it is estimated Peter’'s Energy would have contributed $489 and $141 respectively.

2020 TRANSACTIONS
Cole Engineering Group Ltd.

On November 27, 2020, the Company completed the purchase of net assets of Cole Engineering Group Ltd.
(“Cole”). Cole provides a complementary fit for the Company, offering consulting and advisory services inthe
water, transportation, urban development, and environmental sectors.

The Company recognizes identifiable assets acquired and liabilities assumed in a business combination.
Assets acquired and liabilities assumed are generally measured at their acquisition date fair values. Goodwiill
is stated after separate recognition of identifiable intangible assets. It is calculated as the excess of the fair
value of consideration transferred over the acquisition date fair values of identifiable net assets. The purchase
equation and the fair value of net assets recognised as a result of the acquisition are as follows:

Amount settled in cash 7,742
Deferred consideration 950
Total Purchase consideration 8,692
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Recognized amounts of identifiable net assets

Property, plant & equipment 498
Prepaid expenses 284
Intangible assets 2,241
Trade & other receivables 4,980
Contract assets 2,357
Contract liabilities 693
Trade & other payables 4,359
Net Identifiable assets acquired 5,308
Goodwill 3,384

DEFERRED CONSIDERATION

The purchase agreement included an additional consideration of one third of the operating earnings of
Cole, (calculated on a consistent basis with Cole practices). Preliminary calculations suggest this amount
to be $950, subject to agreement with the seller. The $950 deferred consideration liability was recognized
on the acquisition date. As at December 31, 2021, there have been no changes in the deferred
consideration payable.

IDENTIFIABLE NET ASSETS

At November 27, 2020, the fair values of the acquired intangible assets amounted to $2,241. The fair
value of the trade and other receivables and work in progress acquired as part of the business
combination amounted to $4,980 and $2,357 respectively.

GOODWILL

Goodwill recognized on the acquisition relates to the expected growth, synergies and value of Cole’s
workforce which cannot be separately recognized as an intangible asset. The goodwill is not expected to
be deducted for tax purposes.

NET REVENUE AND NET INCOME CONTRIBUTION

The acquisition of Cole contributed $1,696 and ($69) to the Company’s net revenue and net income (loss)
respectively from the acquisition date to December 31, 2020. Had the acquisition occurred on January 1,
2020, the Company’s net revenue and net income for the year ended December 31, 2020 would have
been $419,152 and $19,639 respectively. These amounts are determined by applying the Company’s
accounting policies and adjusting the results of Cole to reflect additional depreciation and amortization
that would have been charged assuming the fair value adjustments to property, plant and equipment and
intangible assets had been applied from January 1, 2020 together with the related consequential tax
effects.
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NOTE 17: LEASES

The Company has leases which include real estate leases for office space, equipment and vehicle
leases. With the exception of short-term leases and leases of low value underlying assets, the Company
has recognized a lease liability and right-of-use asset based on the present value of the remaining lease
payments discounted using the Company’s incremental borrowing rate.

The Company has applied its best judgement to determine the lease term for lease contracts in which it
is alessee that includes renewal options. The assessment of whether the Company is reasonably certain
to exercise such options impacts the lease term, which affects the amount of lease liability and right-of-
use asset recognized.

For sub-lease contracts where the Company is a lessor, the Company has assessed the classification
of the sub-lease with reference to the right-of-use asset. The Company concluded that the sub-leases
are finance leases under IFRS 16 and has recognized a lease receivable with a corresponding reduction

in the right-of-use asset recognized on the head lease.

RIGHT OF USE ASSETS

The following tables represents the carrying value of the right-of-use assets as at December 31, 2021

and 2020:

Right-of-Use Assets

Real Estate Lease Equipment Vehicles Total
Balance as at January 1, 2021 53,792 1,526 $ 95 55,413
Additions 8,357 729 92 9,178
Allocation to lease receivable due ) ) ) )
to new sublease agreements
Depreciation (11,298) (784) (83) (12,165)
Impairment - - - -
Foreign exchange gain (loss) (280) (8) - (288)
Balance as at December 31, 2021 50,571 1,463 $ 104 52,138

Right-of-Use Assets

Real Estate Lease Equipment Vehicles Total
Balance as at January 1, 2020 61,113 2,155 122 63,390
Additions 5,756 192 44 5,992
e oo srsomens @49 - - 249
Depreciation (11,930) (815) (70) (12,815)
Impairment (782) - - (782)
Foreign exchange gain (loss) (116) (6) (1) (123)
Balance as at December 31, 2020 53,792 1,526 95 55,413
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LEASE LIABILITIES

The following tables represents the carrying value of the lease liabilities as at December 31, 2021 and
2020:

Lease Liabilities

Balance as at January 1, 2021 $ 71,828
Additions 9,064
Lease payments (13,454)
Foreign exchange gain (loss) (301)
Balance as at December 31, 2021 $ 67,137

Lease Liabilities

Balance as at January 1, 2020 $ 80,047
Additions 5,198
Lease payments (13,228)
Foreign exchange gain (loss) (189)
Balance as at December 31, 2020 $ 71,828

The following table represents the carrying value of the Company’s total lease liabilities as well as the
undiscounted cash flows for each of the next 5 years and beyond:

YEAR ENDED DECEMBER 31, 2021
2023 AND 2025 AND 2027 AND

CARRYING

AMOUNT 2022 2024 2026 BEYOND
Lease Liability $ 67,137 § 15748 $ 24673 $ 19,534 $§ 16,535
YEAR ENDED DECEMBER 31, 2020
CARRYING 2021 2022 AND 2024 AND 2026 AND
AMOUNT 2023 2025 BEYOND
Lease liability $ 71,828  § 16,585 $ 27665 $ 18958 § 20,296
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The difference between the carrying value of the lease liability and the total undiscounted cash flows
represents the unpaid interest expense relating to the lease liability payments which will ultimately be
recognized as part of interest.

LEASE RECEIVABLES

The following table represents the carrying value of the Company’s total finance leases as well as the
undiscounted cash flows for each of the next 5 years and beyond:

YEAR ENDED DECEMBER 31, 2021

CARRYING 2022 2023 AND 2025 AND 2027 AND
AMOUNT 2024 2026 BEYOND
Lease receivable $ 3,459 $ 1,598 $ 1,710 $ - $ -

YEAR ENDED DECEMBER 31, 2020

CARRYING 2021 2022 AND 2024 AND 2026 AND
AMOUNT 2023 2025 BEYOND
Lease receivable $ 5487 $ 2,175 $ 3,305 $ 227 $ 5

PERIOD IMPACT

During the year ended December 31, 2021, the Company recognized on the statement of profit or loss
depreciation expenses on its right of use assets of $12,165 (December 31, 2020 - $12,815) and net
interest expense on its lease liabilities and receivables of $3,131 (December 31, 2020 - $3,558). The
Company recognized in other operating expenses $4,196 (December 31, 2020 - $4,070) in relation to
leases exempted from IFRS 16 with $3,881 (December 31, 2020 - $3,821) relating to leasing of low
value assets and $315 (December 31, 2020 - $249) related to short term leases.

NOTE 18: DEFERRED SHARE PLAN

The Company offers a deferred share plan (“DSP”) for independent members of the Board of Directors
(“Board”). Under the DSP, directors of the Company may elect to allocate all or a portion of their annual
compensation in the form of deferred shares rather than cash. These shares are fully vested upon
issuance and are recorded as a financial liability at FVTPL in the consolidated statement of financial
position amounting to $4,652 (December 31, 2020 - $4,085). Directors canonly redeem their DSP’s for
shares when they leave the Board.
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During the year ended December 31, 2021, the Company granted 43,905 deferred shares
(December 31, 2020 — 76,961) and redeemed 316,851 deferred shares (December 31, 2020 — 45,153),
for a total of 225,968 deferred shares outstanding as at December 31, 2021 (December 31, 2020 —
498,914). Compensation expense for the year ended December 31, 2021 related to the deferred shares
was an expense of $2,014 (December 31, 2020 — $1,560). There is no unrecognized compensation
expense related to deferred shares since these awards vestimmediately when granted.

The table below shows the DSP transactions for the year ended December 31, 2021:

DEFERRED
SHARES FAIR VALUE

Balance, January 1, 2021 498,914 $ 4,085
Deferred shares issued 43,905 496
Deferred shares redeemed (316,851) (3,041)
Change in fair value due to share price - 1,520
BALANCE, DECEMBER 31, 2021 225,968 $ 3,060
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The table below shows the DSP transactions for the year ended December 31, 2020:

DEFERRED
SHARES FAIR VALUE

Balance, January 1, 2020 467,106 $ 2,709
Deferred shares issued 76,961 401
Deferred shares redeemed (45,153) (184)
Change in fair value due to share price - 1,159
BALANCE, DECEMBER 31, 2020 498,914 $ 4,085

NOTE 19: SHARE-BASED COMPENSATION
EQUITY SETTLED TRANSACTIONS

Stock Options

The Company has an equity-settled stock option plan. The grant-date fair value of the stock options is
recognized as salaries, fees and employee expenses, with a corresponding increase to capital reserve
over the vesting period of the stock options. Market conditions are reflected in the initial measurement
of fair-value, with no subsequent true-up for differences between expected and actual outcomes.

Under the terms of the Company’s stock option plan, the options vest evenly over a three year period
on each of the first, second and third anniversary dates of the grant, and expire on the tenth anniversary
of the date of the grant, and are measured using the Black-Scholes model.

As at December 31, 2021, there were 513,146 options available for further issuance under the stock
option plan.
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The following inputs were used in the measurement of the fair values at the grant date of the options:

Expected
volatility Expected life
Options Fair value at ~ Share price  Exercise (weighted (weighted  Expected Risk-free
Grant date issued grant date at grant date price average) average) dividends interest rate

January 15, 2016 535,000 $ 1.14-1.17 § 213 $ 2.33 60.2-64.2% 5.5-6.5 years 0% 0.64 - 0.81%

May 25, 2016 99,213 § 263-6.67 $ 453 § 4.49 62.3-66.9% 5.5-6.5years 0% 0.86 - 0.99%
May 12, 2017 69,107 $ 4.31-439 §$ 730 $ 7.01 62.8-67.1% 5.5-6.5 years 0% 1.07 - 1.20%
July 17, 2017 316,500 $ 3.88-3.97 § 6.63 $ 6.63 62.8 -67.0% 5.5-6.5 years 0% 1.55 - 1.64%
August 9, 2017 77,315 $ 3.97-4.05 $ 6.77 $ 6.79 62.8-67.0% 5.5-6.5 years 0% 1.57 - 1.66%
March 20, 2018 71,942 $§ 426-437 $ 724§ 7.24 62.7 -66.6% 5.5-6.5 years 0% 2.00 - 2.03%
May 9, 2018 69,500 $ 456-466 $ 765 $ 7.49 62.4 -66.6% 5.5-6.5years 0% 2.22 -2.26%
March 6, 2019 156,464 $§ 247-270 $ 441  § 4.49 61.2-63.7% 5.5-6.5 years 0% 1.70 - 1.72%
May 9, 2019 90,500 $ 2.68-297 $ 49 § 4.98 60.3-63.1% 5.5-6.5 years 0% 1.56 - 1.59%
March 4, 2020 131,485 § 221-282 §$ 512 $ 5.16 46.5-59.5% 5.5-6.5years 0%  0.89 —0.90%
May 6, 2020 139,000 $ 1.79-225 $ 400 § 4.11 48.3-58.2% 5.5-6.5 years 0% 0.43 - 0.44%
May 13, 2020 15,000 $ 1.72-219 § 376 $ 4.00 47.6-58.2% 5.5-6.5 years 0% 0.38 - 0.39%
March 10, 2021 86,096 $ 351-429 §$ 942 $ 9.07 41.1-47.4% 5.5-6.5 years 0% 0.97 - 1.08%
May 12, 2021 281,500 $ 3.86-475 $ 1005 $ 10.14 40.2-46.5% 5.5-6.5 years 0% 1.04 -1.19%

Expected volatility is based on an evaluation of the historical volatility of the Company’s share price
over the historical period commensurate with the expected term. The expected term of the instruments
has been based on general option-holder behavior.
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For the year ended December 31, 2021, the Company has recognized an expense of $913 (year
ended December 31, 2020 - $732) in salaries, fees and employee benefits for stock options in the
consolidated statement of income and comprehensive income.

The following stock option arrangements were in existence as at December 31, 2021:

Options
Options Options cancelled/ Options Options Fair value at grant
Grant date Expiry date issued exercised forfeited outstanding exercisable Exercise price date

15-Jan-16  15-Jan-26 535,000 81,667 35,000 418,333 418,333 $ 2.33% 618,816
25-May-16 25-May-26 99,213 - - 99,213 99,213 $ 449% 262,253
16-May-17 16-May-27 69,107 - - 69,107 69,107 $ 7.01% 300,846
17-Jul-17  17-Jul-27 316,500 34,000 26,500 256,000 256,000 $ 6.63 % 1,245,954
9-Aug-17  9-Aug-27 77,315 - - 77,315 77,315 $ 6.79 % 310,550
20-Mar-18  20-Mar-28 71,942 - - 71,942 71,942 $ 7.24% 310,550
9-May-18  9-May-28 69,500 - - 69,500 69,500 $ 7.49% 320,627
6-Mar-19  6-Mar-29 156,464 - - 156,464 104,309 $ 4.49% 406,650
9-May-19  9-May-29 90,500 5,000 - 85,500 57,000 $ 4.98 % 257,110
4-Mar-20  4-Mar-30 131,485 - - 131,485 43,828 $ 516 $ 327,398
6-May-20  6-May-30 139,000 3,833 - 135,167 45,056 $ 4.11% 278,371
13-May-20 13-May-30 15,000 1,000 - 14,000 4,667 $ 4.00 % 29,050
10-Mar-21  10-Mar-31 86,096 - - 86,096 -$ 9.07 $ 336,721
12-May-21_ 12-May-31 281,500 - 35,000 246,500 -$ 10.14 $ 1,207,541
2,138,622 125,500 96,500 1,916,622 1,316,270 $ 5.67 6,212,437

Performance share units

On August 9, 2017, the Company adopted a PSU plan for senior executives. Under that plan, the
Board of Directors may grant PSUs to participants which entitles them to receive one common share
for each PSU. The vesting and performance conditions are determined by the Board of Directors at
the time of each grant.

The Company has recognized for the year ended December 31, 2021 an expense of $424 (year
ended December 31, 2020 — $388) in salaries, fees and employee benefits for PSUs in the
consolidated statement of income and comprehensive income.
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