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# 2015 HIGHLIGHTS

FINANCIAL HIGHLIGHTS - CONTINUING OPERATIONS

> Revenues increased 9.7 % to $327.1 million

> Adjusted EBITDA is $34.4 million

> Net earnings from continuing operations is $9.5 million

> Earnings per share from continuing operations is $0.49

> Total debt reduced by $25.2 million

> Successful refinancing of $90.0 million senior lending facilities

> Completion of fully subscribed rights offering with over
$8.9 million in net proceeds

> Redemption of 5.75% of convertible unsecured subordinated
debentures for $20.0 million

OPERATIONAL HIGHLIGHTS

> Successfully delivered the integrated design, planning, and
operations for the 2015 Toronto Pan Am/Parapan Am Games

> Awarded design co-lead for one of North America’s largest
transportation projects, the Eglinton Crosstown Light Rail Transit

> Expanded our education offering, IBI Learning+

> Two of the world’s largest hospitals, designed by IBI Group,
opened in 2015

> Continued to dominate the high-rise residential sector in Canada,
while making a push into key US markets

> Delivered the international award-winning traffic management
systems software that keeps Metro Vancouver moving
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I B I Defining the cities of tomorrow
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TODAY, 80% OF THE é’
WORLD’S GDP IS %’/
GENERATED IN CITIES.

BY 2050, ALMOST 70%
OF THE WORLD WILL LIVE
IN CITIES.

OUR GLOBAL CITIES MUST
ANSWER THE CALL AND
IBI GROUP IS PRIMED TO
LEAD THE WAY.



DEFINING THE
CITIES OF TOMORROW

TOWARDS THE RESILIENT CITY

The lines between the places we live,
learn, work, and heal are becoming
increasingly blurred. IBl Group’s
interdisciplinary expertise in the
residential, transportation, education,
and healthcare sectors, and our
excellence in intelligent systems,
interiors, workplaces, innovation
districts, and global events amongst
others, positions IBl as a world leader
in defining the cities of tomorrow.

TOWARDS THE RESILIENT FIRM

An integrated service offering, sound
financials, and a team of the world’s
leading urbanists places IBI firmly

at the forefront of growth markets

in a rapidly urbanizing world.

MOVING THE WORLD

In 2015, IBI delivered seven of
Canada’s largest infrastructure
projects. These projects
require the transit-oriented
developments and facilities
that IBI has proven can

design and deliver.

FOCUSING ON LEARNERS
IBI is designing for learner-
focused education in local
schools, colleges, and
innovation districts.

CONNECTING HOME
AND COMMUNITY

With residential projects
around the world, IBI thinks
about the neighbourhood first.

TRANSFORMING HEALTHCARE
IBl is a leading player in

the design of advanced
healthcare facilities.

IBI GROUP 2015 ANNUAL REPORT
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MOVE

CUMULATIVE @
LAND

TRANSPORT
INFRASTRUCTURE
EXPENDITURES
WILL REACH

$120 TRILLION

BY 2050.
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A WORLD IN MOTION

IBI Group brings together

the intelligence, buildings, and
infrastructure that constitute
transit-oriented development.

From mixed-use development
catalyzed by the Canada Line in
Vancouver to municipal and regional
infrastructure projects like Toronto
Eglinton Crosstown and the Calgary
Green Line in Canada, to large-
scale projects incorporating smart
city technologies in Los Angeles,
Glasgow, and Bhubaneswar,

IBl is keeping the world moving.

And the time is now—globally,
billions of dollars of infrastructure
investment is planned for the
mobility sector over the next
several years.

Transportation is essential to
creating livable, accessible cities
of the future and IBl is a leading
global player.

IBI GROUP
BY THE NUMBERS

80 | 20

80 BUS RAPID TRANSIT PROJECTS
(TO DATE) INCLUDING 20 UNDERWAY
(2015)

66 | 12

66 LIGHT RAIL TRANSIT PROJECTS
(TO DATE) INCLUDING 12 UNDERWAY
(2015)

IBI GROUP 2015 ANNUAL REPORT
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LEARN

TODAY, @
SUCCESS IS
INCREASINGLY
DEFINED BY
ENTREPRENEURIAL
INNOVATION,

THE KIND OF

AGILE THINKING
PROMOTED IN
MAKER EDUCATION.
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BRINGING GLOBAL
PERSPECTIVES HOME

The experience of learning is

deeply embedded in community
and sense of place. But the future
of learning also means bringing

new perspectives to where and

how we learn. IBI Group’s Learning+
practice taps local practitioners

with deep community roots who
also draw on global best practices.
By partnering with leading educators
to design evolving learning
environments, IBl is helping build a
bright future for the next generation.

IBI GROUP
BY THE NUMBERS

215

EDUCATION PROJECTS IN DESIGN
OR UNDER CONSTRUCTION (2015)

200,000+

IBI CONTRIBUTED TO IMPROVING
LEARNING OUTCOMES FOR
APPROXIMATELY 200,000+
STUDENTS GLOBALLY (2015)

IBI GROUP 2015 ANNUAL REPORT



12

LIVE

DEMAND FOR @
RESIDENTIAL NG
SPACE IS RISING,
BOLSTERED BY
INCREASED GDP
PER CAPITA AND
REDUCTION OF
HOUSEHOLD SIZE.
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CONNECTING HOME
AND COMMUNITY

Urban dwellers desire diversity,
visual interest, proximity, and access.
IBI Group’s global projects show

our ability to design scalable mixed-
use communities that are intrinsically
connected to the community.

Our work in education, healthcare,
transportation, and technology,

as well as mixed-use architecture,
allows us to bring the richness

of community, home.

IBI GROUP
BY THE NUMBERS

465

BUILDINGS IN DESIGN OR
UNDER CONSTRUCTION (2015)

92,775

RESIDENTIAL UNITS IN DESIGN
OR UNDER CONSTRUCTION (2015)

4,336

HOTEL UNITS IN DESIGN OR
UNDER CONSTRUCTION (2015)

150,000+

1Bl HAS ACCOMMODATED 150,000+
PEOPLE WITH LIVING SPACE (2015)

—A SMALL CITY

IBI GROUP 2015 ANNUAL REPORT
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HEAL

THE AGING @
POPULATION

IN DEVELOPED
ECONOMIES WILL
REQUIRE MORE

INVESTMENT IN
HEALTHCARE.
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TRANSFORMING
HEALTHCARE INSIDE AND
OUTSIDE INSTITUTIONS

IBI Group’s Healthcare+ practice
is leading the shift toward wellness
with the design and delivery of two
of the world’s premiere healthcare
facilities—the LEED® Gold certified
McGill University Health Centre in
Montreal and the Queen Elizabeth
University Hospital/ Royal Hospital
for Children, Glasgow.

Contemporary preventative care,
individual wellness, and healthy cities
require smart systems, distributed
healthcare delivery, and patient-
centred, cross-institutional care.

By applying a multidisciplinary
approach to design and application,
IBl is at the forefront of the global
shift toward wellness.

IBI GROUP
BY THE NUMBERS

1,500+

PROJECTS WITHIN THE GLOBAL
HEALTHCARE SECTOR (TO DATE)

1,829,864 sarr

SIZE OF THE QUEEN ELIZABETH
UNIVERSITY HOSPITAL (QEUH)
IN GLASGOW (COMPLETED 2015)

1,109 | 240

1,109 ADULT BEDS AND 240 CHILDREN
BEDS PROVIDED BY THE QEUH (2015)

IBI GROUP 2015 ANNUAL REPORT



20

OUR MISSION
Defining the Cities of Tomorrow

We define how cities look, how cities
feel, and how cities work.

OUR VISION

We are the global partner to plan,
design, build, and sustain the
cities of tomorrow.

We are holistically minded, design
inspired, and technology driven.

OUR VALUES
Integrity
We do what is right.

Partnerships
We work together.

Excellence
We pursue design excellence.

Innovation
We embrace ingenuity.

Community
We build community.




Cities aren’'t born,
they're made.

From the roads, highways, transit lines, and
master plans that are the foundation of the
city to the buildings that transform space
into the places in which we move, live, learn,
and heal—at IBI Group, we make cities.

But cities cannot run on form and function
alone. They must be smart. We need
thinking cities, armed with intelligent
systems to improve sustainability, economic
competitiveness, and the quality of life for
those who call the city home—its people.

At IBIl, we make cities.
People give them life.

IBI GROUP 2015 ANNUAL REPORT
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Founded 1974
Publicly Traded since 2004

2015 Revenues from
Continuing Operations:
$327.1 Million

IBI Group is the eighth largest
architecture firm in the world. | CORPORATE HEAD OFFICE: TORONTO

—World Architecture 100, 2015 | counTries REGIONS OFFICES EMPLOYEES

THREE SECTORS OF EXPERTISE

Intelligence Buildings Infrastructure
Software Architecture Civil Engineering
Systems Design Interior Design Landscape Architecture
Systems-Integration  Mechanical, Planning
Structural, and Transportation
Electrical Urban Design
Engineering
CANADA EAST
CANADAQWESH 34% OF REVENUES INTERNATIONAL
20% OF REVENUES+ UK/IRELAND+ 5% OF REVENUES

10% OF REVENUES

N\ \\ / /fA EAST
4 %\?F REVENUES

USA WEST

14% OF REVENUES CHINA

MIDDLE EAST

INDIA

MEXICO

CARIBBEAN
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2015 HIGHLIGHTS

2015 PAN AM/PARAPAN AM GAMES
TORONTO, ON, CANADA

Client Ministry of Transportation, Ontario

Integrating planning, design, and operations into

one offering, IBI helped deliver a successful Games.

INDIA SMART CITIES CHALLENGE
BHUBANESWAR, INDIA

Client JLL India

IBI envisioned the creation of an integrated city
operations and maintenance centre, as well

as transformation of the heart of the city into

a 965-acre district.

I

LOS ANGELES COUNTY 511
TRAVELER INFORMATION SYSTEM (TIS)
LOS ANGELES, CA, USA

Client LA METRO/LA SAFE

IBl is the prime contractor for the development,
deployment, and operation of this TIS for the
five-county Greater Los Angeles area.

>

AVORA AT PORT IMPERIAL
NEW JERSEY, NJ, USA

Client Landsea Holdings Corp.

From a green roof to floor plates that shift
with the orientation of the sun, this LEED® Silver
condominium rises high above the Hudson.

s

EGLINTON CROSSTOWN
LIGHT RAIL TRANSIT (ECLRT)
TORONTO, ON, CANADA

Client Metrolinx

IBI was awarded design co-lead for Toronto’s
ECLRT, a 19km LRT line that includes 25
stations—one of North America’s largest
transportation projects.

>

1Bl HEALTHCARE CHALLENGE
GLOBAL INTERNAL EVENT

The Healthcare Challenge harnessed the talent,

world solutions that address global health issues.

s

energy, and creativity across the firm to initiate real

IBI AT A GLANCE

We are a globally
integrated architecture,
planning, engineering,
and technology firm.
We design every aspect
of a truly integrated city
for people to live, work,
and play.

“IBI today not only has the

capability to define the cities
of tomorrow, it has the sound
corporate infrastructure in
place to define a sustainable
future of its own.”

—Turnaround Management Association
(TMA) International Turnaround Company
of the Year, 2015

IBI GROUP 2015 ANNUAL REPORT



THE NOW, THE NEW, AND THE NEXT

In 2015, IBI Group experienced the first full year
under our new Strategic Plan and we exceeded
almost all the goals set out in the plan for the year.

Looking forward, the long-term outlook for our industry
is bright.

Global investment in infrastructure, buildings, and
intelligence remains high in emerging and maturing markets,
while deepening public-private partnerships are opening

up new pathways for public and private sector investment.

Of particular relevance to IBl Group is transit-oriented
development. Expanding means and modes of
transportation are producing new hubs of urban growth
with demand for transportation infrastructure, mixed-
use housing, education, and healthcare facilities to
name a few.

The IBI Group Strategic Plan provides a platform for these
core business lines to grow, and for IBI to become a global
leader in defining the livable communities of today, and the
resilient cities of tomorrow.

WORKING THE STRATEGIC PLAN IN 2016

In each quarter of 2015, the firm achieved year over
year growth.

We have continued to roll out structural and operational
changes for marketing our services, supporting our
talent, and implementing new design technologies.

This year, our finance, legal, and technology teams
implemented new processes to help the firm manage
risk, simplify procedures, and create the conditions
to stimulate growth.

In 2016, we will look to expand our core practices and
deepen client engagement in key growth markets such
as the United States.

Other areas of focus will be the impact of climate change,
shifting demographics, and emerging technologies
on our markets, our clients, and our services.

IBl is strongly positioned in all of our markets with major
transportation projects coming on-stream in Canada,

and expanding healthcare, hospitality, residential projects,
and smart city initiatives around the world.



GOALS

GROWTH

Grow our fee-
based professional
services business.

FINANCIALS

Provide a stable,
sustainable
financial base.

OPERATIONS

Maximize efficiency
and effectiveness.

TALENT
Nurture and
develop our internal
pool of talent.

AGILITY
Increase flexibility,
adaptability,

and resilience.

STRATEGIES

A FOCUSED APPROACH

Focus on major revenue
generators, pursue areas
that have potential for
substantial growth, and
concentrate on higher
margin services.

EFFICIENT AND
SUSTAINABLE

Continue to improve our
financial operations and
work on a sustainable
and productive long-
term relationship with
capital markets.

GLOBAL FIRM,
PROFESSIONALLY
MANAGED
Consolidate/regionalize
services, implement
effective internal processes
and systems, and improve
operational efficiency

and responsiveness.

THOUGHT LEADERSHIP

Encourage a culture of
curiosity and innovation,
engage, support and
mentor staff, and hire
the best and brightest.

A NETWORKED AND
DIVERSIFIED COMPANY
Diversify our regional
services, strengthen our
cross-sector initiatives,
share resources and
information, and
collaborate across
geographies.

2015 METRICS

INCREASE OUR TOP-LINE
REVENUE CONSISTENT
WITH INDUSTRY NORMS

ACHIEVE AN EBITDA
CONSISTENT WITH
INDUSTRY NORMS,
WHICH ARE TYPICALLY
8-12%

REDUCE DAY SALES
OUTSTANDING (DSO)

INCREASE FEE REVENUE
SHARE ON PROJECTS BY
LEVERAGING INTERNAL
EXPERTISE

INCREASE
COLLABORATION
BETWEEN OFFICES

REDUCE VOLUNTARY
TURNOVER

DEVELOP GREATER
DIVERSITY AMONG STAFF

INCREASE OUR
INTELLIGENCE REVENUE
SHARE IN THE BUILDINGS
AND INFRASTRUCTURE
SECTORS

2015 PERFORMANCE

2015 REVENUE
OF $327.1 MILLION

EBITDA 10.5%

DSO REDUCED TO 85 DAYS

CREATED PRACTICE
LEADER ROUNDTABLE
DISCUSSIONS

ESTABLISHED TASK FORCE
TO ENHANCE CROSS-
BORDER IDEA-SHARING

ADOPTION OF UNIVERSAL
DESIGN TECHNOLOGY

LAUNCHED GLOBAL,
CROSS-SECTORAL DESIGN
COMPETITION

VOLUNTARY TURNOVER
REDUCED BY 3.4%

FOSTER EMERGING
TALENT THROUGH
SCHOLARSHIP AND
LEADERSHIP PROGRAMS

¢ INTELLIGENCE REVENUE
INCREASING

e CONTINUING WORK ON
NEW BUSINESS MODELS
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“..the firm s
stronger than ever
and well prepared
to anticipate

and respond to
evolving trends and
economic forces.”



MESSAGE FROM THE CEO,
SCOTT STEWART

2015 was a year where IBlI Group was able to put challenges
of the past behind us, and concentrate on positioning the
firm to take advantage of the bright prospects that our sector
holds for the future. It was, in short, a very good year.

The financial highlights of 2015 are significant:

¢ Adjusted EBITDA grew from $23.7 million in 2014 to $34.4 million in 2015, a 45.1% increase;

e DSO’s were reduced from 100 days at the beginning of the year to 85 days,
a 15.0% reduction;

e Total debt was reduced by $25.2 million, a 13.3% reduction;
o Total fee revenue for 2015 was $327.1 million, an increase of 9.7 % over 2014;
e We put in place a $90 million senior lending facility providing financing through to June 2018.

The growth of our professional practice is equally impressive in scope

and diversity as witnessed by the opening of two of the largest hospitals
in the world (the Queen Elizabeth University Hospital/Royal Hospital for
Children in Glasgow and the McGill University Health Centre in Montreal),
both designed by IBI; the design and supervision of over 90,000 residential
units across North America; our role as the co-design lead on the Eglinton
Crosstown LRT, one of the largest transportation infrastructure projects

in North America; the design of over 215 schools accommodating some
200,000 students; and the delivery of the new transportation management
and control system for Metro Vancouver, recognized as the best new
system in the world by the ITS World Congress. These projects are but

a sample of the firm’s body of work, but illustrate the focus on urban
environments and the themes of ‘move, live, learn, and heal.’

The firm continued its investment in corporate services and staff
development including an Enterprise Resource Planning (ERP) system

to improve management information and project controls; project
management training to improve the quality of our services; and
investments in new technologies and procedures to support collaboration
and improve efficiency and quality across the firm. There has been a major
focus on communications, outreach, and engagement with staff including
town hall meetings, roundtable discussions, special committees, and
internal design competitions. We have also announced an IBl scholarship
program, investing in future leaders of the firm. The result—a more skilled
and engaged workforce and a more agile and resilient organization.

As we look to 2016 and beyond, 1Bl is well positioned for the future.
Our backlog is the highest it has ever been, urbanization continues as
a compelling movement worldwide, and major investments are planned
and required in urban infrastructure. There are challenges, but the firm
is stronger than ever and well prepared to anticipate and respond to
evolving trends and economic forces.

SCOTT STEWART
CEO

IBI GROUP 2015 ANNUAL REPORT



MESSAGE FROM THE PRESIDENT,
DAVID THOM

2015 was the first full year of application of our three year
Strategic Plan. It is proving to be an effective blueprint to
guide our day-to-day operations and has enabled us to
meet our yearly goals for growth, financial performance,
operational efficiency, nurturing of talent, and agility in
responding to constantly changing market conditions.

This was a pivotal year in aligning our practice areas with the issues
that impact our clients—resilience, adaptability, responsiveness,
user experience, and quality of life.

e  Our education practice, IBI Learning+, has experienced significant
growth. Using thought leadership and application of global best
practices, we are making our mark on learning.

¢ We have enhanced the capabilities of our health practice,
IBI Healthcare+ to span large hospitals, small community
facilities, assisted living, and seniors housing.

e |everaging IBI Group services through an integrated offering that
combines urban design, landscape architecture, and interiors,
we have successfully exported our Mixed-Use Urban High-Rise
expertise into US markets, including New York City, San Francisco,
and Southern California.

e Bolstered by major wins for some of Canada’s largest transit
systems, our established and award-winning Transportation
practice spans urban policy and planning, transit-oriented
development, architecture, and mobility technologies allowing
for a seamless integration of services.

In parallel with the evolution of the different practice areas, 2015 saw

the first meeting of the One IBI Roundtable—a rotating body of our senior
practitioners from different sectors who meet regularly to discuss future
business drivers, and provide thought leadership and direction across
the firm. Themes included the role of digital technology, collaboration,
and the imperative of innovation to drive top-line growth.

On account of the accomplishments of 2015, the year ahead is promising.
We have greater insight into where future opportunities lie, allowing us

to continue to develop the practice areas that increase our agility and
resilience while focusing on the experience of the end-user. We are
aligning our firm with the realities faced by cities and the needs of our
clients, positioning us as leaders in ‘defining the cities of tomorrow.’

Looking forward to 2016, we are committed to the continued execution
of our Strategic Plan and living our core values of integrity, partnerships,
excellence, innovation, and community.

B - A%

DAVID THOM
PRESIDENT



“We are aligning our
firm with the realities
faced by cities and
the needs of our
clients, positioning
us as leaders in
‘defining the cities

of tomorrow.””
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“IBl Group

is shaping
future urban
environments.”

MESSAGE FROM THE CHAIR
OF THE BOARD, DALE RICHMOND

The past three years have served as a powerful
demonstration of what vision and leadership can
do for an organization.

Since taking on the leadership of IBI Group in 2013, Scott
Stewart, our CEO, and David Thom, our President, have
successfully positioned IBI for short and long-term growth.
Together, they have led IBI through a transformation, resulting
in the firm earning its place as a world leader in defining the
cities of tomorrow.

Under their leadership, 1Bl has significantly improved its balance
sheet. Today, revenue has grown, the backlog of work to be
completed is very healthy, and profitability has improved rapidly
with margins exceeding 10 %. These accomplishments have
increased our share price to the benefit of all shareholders.

With the continued roll out of the structural and operational
changes that have driven quarter after quarter of positive
growth, all signs point toward a very promising future for IBI.
Working with senior management, the Board will continue
to provide diligent stewardship and oversight to guide IBI
toward a strong and sustainable future.

IBI Group is shaping future urban environments.

N S

DALE RICHMOND
CHAIR OF THE BOARD
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CONSOLIDATED FINANCIAL STATEMENTS OF

IBI GROUP INC.
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MAMAGEMENT'S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The accompanying finandal statements and other financial infermation have been prepared by
1B Growp Inc. (it Company ) management which is respongible for their inbegrily and
objectivity. To fulfill this responsibdity, the Company maintains policies, procedures and systems
af intemal control to ensure that its reporting practices and accounting and adminisirative
procedunes ane appropriale, These policies and procedures ane designed to provide a high
degrae of assurance that relevant and reliable financial information is produced.

These financal slatements hive been prepared in conformily with Inlemational Financial
Reporting Standards, and where appropriate, reflect estimates based on management's
i The financial information presented throughout this annual report s generally
consishent with the information contained in the accompanying consolidated financial
slatemants.

KPMG, LLP, the independent auditors appoinied by the sharehalders, have examingd the
consolidated financial statements in accordancea with auditing standards ganarally accapled in
Canada to enable them o express io the shareholders their opinion on the consolidated financial
slatemants. Their raport is set out bedow.

The consolidated financial statermnenls have been further examinad by the Board of Direciors and
by its Audit Committes, which meats with the auditors and managemant fo review the activities
of each and reports to the Board of Direclors. The awditons have direct and full access to the
Audit Committes and meet with the Committee both with and without managerment present. The
Board of Direclors, direclly and through its Auwdit Commities, oversees managemand financial
reporting responsibilites and is resporsible for reviewdng and approving the financial statements.

Toronto, Canada
March 16, 2016

SHly

Scolt E. Stewart Stephen Taylor
Chief Exgculive Officer Chief Financial Officer

181 Group i a geoup of firme providing profesional senvices and i aflsled with 1B Group Aschilects






HPMG LLP Telephone  (416) TTT-8300
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INDEPENDENT AUDITORS® REPORT
To the Shareholders of 1B] Group Inc.

We have audited the accompanying consolidated financial statements of 1Bl Growp Inc., which comprise the
caonsolidated statements of financial position as at December 31, 2015 and Decembsar 31, 2004, the
consolidated statements of comprehensive income (loss), cash flows and changes in deficit for the years then ended,
and noles, comprsing a summany of significant accounting policies and other explanatony information.

Managernent s Rasponsdbiliy for the Consobdared Financial Statements

Management is responsibbe for the preparation and fair presentation of these consolidated financial statements in
accordanca with Intarnational Financial Reporting Standards, and for swch internal control a5 managament detarminaes
is necessary 1o enable the preparation of consolidated financial staterments that are free from material misstatement,
whether due 1o fraud or error,

Auditors” Responsibility

Qur fasponsility 15 10 axpiess an opireon on these consolidated hnancal stataments based on our avdits. Wa
conducted our audits in actardance with Canadian genarally accepted awditing standards. Those standards requara that
wie comply with ethical requirements and plan and parform the audit to obtain reasonable assuranca about whether the
consolidated financial statements are free from material misstatenment

An audit involves performing procedures to obtain audst evidence about the amounts and disclosures in the
consolidated financial staterments. The procedures selected depend on our judgment, includeng the assessmant of tha
rigks of material misstatement of the consolidated fmancial statements, whethar dus to fraud or amor. In making those
nsk assassments, wea consider intermal control relevant to the antity's preparaton and fair prasentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purposs of expressing an opinicn on the effectivenass of the entity’s intermal contral, &n awdit also includes
evaluating the approprateness of accounting polices used and 1he reasonableness of accounting esumates made by
managemant, 25 wall 35 evaluating the overall presentation of the consolidated financial statemants.

W balbewe that the audst endence we hawe oblained m our awdits 15 suthcent and appropaate 1 provide a basis for
our audit cginicn,
Opinion

In our opinion, the consolidated financial statements present fairly, in 8l material respects, the consolidated financial
position of 1Bl Growp Ine. as at December 31, 2015 and Decembar 31, 2014, its consolidated financial performance and
its consohidated cash flows lor the vears then ended in actofdance waith International Financial Reporting Standands.

s <

Chartered Professional Accountants, Licensed Publc Accountants
Toronto, Canada
bdarch 16, 2016






IBEI GROUP INC.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

{Mousands of Canaoian dolars) NOTES DECEMBER 31, 2018 DECEMBER 11, 2014

ASSETS

Currpnt Asgats
Cash L 5 T. 968 5 10,342
Riasircisd cash 817 3,738 -
Accounts moavable 613 11,77 108 251
Work in process 5 Bo &2 BS AT
Prepaid axpenses and ofher cufnin] assels 11,528 8,850
INGOME LniE: FRCOvaraig ! 1,786 i, ]

Total Current Assets -1 297 220 b1 22430
Restraisd ciah a1z 2010 .
Crhar agints 450 1,138
Progsily ared eqiapimend T 14,523 12, T80
INTVEEAMANE i Eguity accounteg iInvesiog 0 32 1l
Intarg iy ARsets 8 6,581 5317
Dafemed tax assols L] 13,684 19,560

TOTAL ASSETS 1) 255240 5 252 DA

LIABILITIES AND DEFICIT

LIABILITIES

Current Liabilities
Accoiais payabie and aocrusd liabdties 512 54,423 5T 240
Drflgsmed rervanue 3 38,675 8002
Wendor notes payabilg & 15 4,238 5013
InGdivies Baokd puryaliba o 1,870 1,367
Congan lea noles payabia 6,19 36T -
Finai hracsd OiHagatgen - F 148 603
Credi {aciites & - 110,000
ONBICRE Mg [ICHIBIce TS 18 5 GaT
[z B2 ngdabed parises L) - 10000

Todal Curvant Liabilitios H 103,116 - 113241
Conprous e provisons 18 3244 4051
Consant fon notes payable 515 - zEM
Finance ipase obibgation 512 104 235
Cradi faciites & T2ETT BN A3
Convertibls deberfures [ B4, 720 08 437

_ Deferred tax kablities £ 6,660 BLS90

TOTAL LIABILITIES § 270,121 5 290,708

DEFICIT

Shareholders” Doficit
Share capial 1 248,422 235036
Confributed surplus I 3, 0r2 Z.108
Defict {2T2.165) (2TH546)
Comvertible deberfures — equity componsn L] 4,956 5852
Accumulated otfer compretensie loss [4.220) {2.308)

Total Shareholders” Doficit £ {20,005) 5 {39.950)
Hon-coniroling inberes! 1 B 124 1,305

TOTAL DEFIGIT 5 {14,881) £ {36.645)

TOTAL LIABILITIES AND DEFICIT ] 255,240 5 252 083

See accompanying noles to the consolidated financial stataments.
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IBEI GROUP INC.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)

YEAR EMDED DECEMBER 31, 2015

(EorEaadts of Caasding dolivs, RrcRpl pav Shans amowss) HOTES 2018 2014
Reregrase 7 082 i 260 374
Expafiaes
Salarss, b and dmplopns Densfits 39,900 212180
Regrt 408 Fal 0 26848
Oihesr operabing Expesnses. 7,136 AR BAT
Fospign axchange {gain) T 2{ap (8,699} 12,089
Amodtization of intaegibls aisee & Tad &g
Amortirton of progerty and Sgquipessnt F 4,024 21
Impaiment of property and equpeTent r 18 - 3,248
rgarmien of fnantual assets iz 1,488 . F)
a8 nar 255 134
CIPERATING IRGOME 3,995 3 12950
Irdirens| @npangas el 1215 782 18850
Othesr firance coss {inoome ) 15 508 {14 5ES]
FINANCE COSTS 2700 4 4108
Shaee of loss ol sguly aooounied mvesiee, el of lax i TEE B
MET INCORE BEFORE TAX FROM CONTIMUBG (P ERATIONS 15,540 5 a7
Curnanl L g # 3|l 1.540
Disfarrind Lan sapanis # 3703 1,302
INGCOBE TAXES 4,174 5 2847
Ml inCome from: oonbinueng o hons 11,338 521D
Ml ioss from desconbinued operabors 18 {1,8T3]) {8 0Ta}
MET INCOBE (LOSS) 9,483 S 13, 160}
QTHER COMPREHENSIVE LOSS
Itermes that are or may be reclassified bo profit or loss
Lok on iranslatieg Ainascial statomants. of Fepign
Sparations from continuing operatons, nst of 1ax {1,054} {26
OTHER COMPREHENSIVE LOSSE, NET OF TAX 1,04 6]
TOTAL COMPREHENSIVE INCOME [LOSS) By 5 {3008
MET INGCOMIE [LOS5] ATTRIBUTABELE TO:
Common ghansholdes T.xE - {3 AS5E)
Mar-toninsling merssts L 2,082 [ELLFd
MET INCOME [LOSS) 8 ED 3 {3, 18]
TOTAL COMPREHENSIVE INCOME (LOSS) ATTRIBUTABLE TO:
Common sharsholdery LR ¥ {2, T4Z)
Mor-coniroling mlemnsts n 1 B (T84
TOTAL COMPREHENSIVE IRCOME [LDSE5) 8,409 -} {3, 538)
EARNINGS PER SHARE ATTRIBUTAEBLE T COMBON SHAREHOLOERS
Basic and diluled aamings e shane i 081 5 (0, 14}
Bas e diuied cETengs per shane fnom ConGnueng GRerTions 11 0.49 5 0o
Bt aned il Bamands pb Shans from daocntinusd oparatond i1 (9.08) 5 10400}

Sie AcCompinmng nobes bo the congolidated Rndncial Stalements,
-



IBEI GROUP INC.
CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED DECEMEER 31

{ihousands of Canachan Joiars) HNOTES 25 2014
CASH FLOWS PROVIDED BY OPERATING ACTIVITIES
Het income (loss) £ 9,463 5 {3,150}
Herna not afecting casn:
Gain on edinguishmaent of 7.0% corvertible debentunes ] . (Z2.028)
Loss on issuance of consen fee nofes payable 619 . 2473
Cnarois lBass provison 18 {493) 4,738
Amortization of property and equipeent Fa 4,024 265G
Impaiment of property and eguipmant r.ig - 3248
Arnortization of intangible assets B Ta4 814
Armotization of deferred financing costs 6 245 3 803
Share of loss of equity-acoounied investen, net of tax 20 THS g1
Impaimment on remeasunement of disconinued operations 18 - £981
Cumuiative transiafon adiustment on Gsconbnued operations g - 438
Foreagn exchange (gain) 2 {8,6593) 2085}
Irvleeed anparse, ned 15 1,702 18893
Defermed incomae taxes ) 3,781 1302
Inbarest paid {14, 824) {14,362)
Income taxes paid {1.48%5) ()
Charge in non-cash aperating working capdal 13 18,448 22 026
HET CASH PROVIDED BY OFERATING ACTIVITIES 5 30, 526 £ 24 B3E

CASH FLOWS (USED IN) PROVIDED BY FINANCING ACTIVITIES

Fayments on principal of ncies payable 19 {1.609) (735)
Payments on principal of oredit faciities |2.573) (17.514)
Daleerad financing costs & (2.8349)

Payments on principal of finance l=ase obligation [678)

Redemption of 5 75% corvertible debentures 8 [20,000)

Procesds from shanss issued i1 5,579 -
HET CASH (USED IN) PROVIDED BY FINANCING ACTIWITIES 5 [22.118) 1 (18, 308)
CASH FLOWS (USED IN) FROVIDED BY INVESTING ACTIVITIES

Puwchase of property and egquipment T {5.613) (13, 556)

Purchase of inlangible sssets & (1.650) =

Restricied cash {4.857) -

Diapoaal of discontinued oparaticns, ret of caah held in ascnomw 18 - 0 &2
HET CASH USED IN INVESTING ACTIVITIES g (12 130) 3 {484

EMact of fareign axchange rale uctuatons on cash haid 12 1,838 473
MHET INCREASE IN CASH £ (2. AT4) £ 2276
Cash, beginning of period 10,342 B 065
CASH, END OF PERIDD 5 T 588 £ 10,342
MET CASH IS COMPRISED OF:

Cash fecen conbnuing operations, end of pariod -1 T. 268 g 10261
Cash from discontinued operaticns, snd of pericd - a1
CASH, END OF PERMID % T 968 £ 10,342

Sie AcCompnng nobes bo the congolidated Rndncial Stalements,
i
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IBEI GROUP INC.

CONSOLIDATED STATEMENT OF CHANGES IN DEFICIT

YEAR ENDED DECEMBER 1

_ (Mhausands of Conpoian doliars) | B e ~ WOTES 2015 2014
SHARE CAPITAL

Shars capital, beginning of penod 238 038 234,388
oharesssved L 13388 L
SHARE CAFITAL, END OF PERIOD 248 4Z2 235,036
CONTRIBUTED SURPLUS

Contribuied aurplus, Bagrning of panod 2,108

Radampion of 5.75% connertibla dabantunes 396 -

Surplus on axchanga of shares - 2,106
CONTRIBUTED SURPLUS, END OF PERIOD 3,002 2,106
DEFICIT

Deeficit. beginning of period (279,546) (ETT.088)

Mat income § (s8] afinbutable 10 Sommon shaneholders T.381 [ 458)
DEFICIT, END OF FERIID [2T2,165) (279, 548)
CONVERTIBLE DEBENTURES = EQULNTY COMPOMNENT

Cormentible debeniures, begnning of pemod 1] 5,852 5,852

Racampion of 5 T5% convertible detsntures 6it) {E86) -
CONVERTIBLE DEBENTURES, END OF FERIOD 4 956 5,852
ACCUMULATED OTHER COMPREHENSIVE LOSS

Acoumulabed other comprehansive loss, baginning of panicd 13,358) (3.114)

Other comprehansive koss atiributabls b commeon sharehalders (B22) [284)
ACCUMULATED OTHER COMPREHENSNVE LOSS, END OF PERIOD 4, 230) (3359
TOTAL SHAREHOLDERS® DEFICIT (20,008) {39,950
HNON-CONTROLLING INTEREST

Mor-conbioling intarest, beginning of pediod 1,305 4 BXE

Tetal comprehensive income [ (loss) aitrbutable o

man-conirelling nlenests L 1,850 [TE4)

Issuance | (Redempbion) of shares Maued i 1,964 (2534
HON-CONTROLLING INTEREET, END OF PERICD B 124 1,308
TOTAL DEFICIT, END OF PERIOD {14.881) 38.545)

Sie AcCompinmng nobes bo the congolidated Rndncial Stalements,
T



1Bl GROUP INC. NMOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

NOTE 1: ORGANIZATION AND DESCRIPTION OF THE BUSINESS

Bl Group Ing. (the "Company”) is @ company incorporated pursuant fo 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 imited purpose trust established under the laws of
Crntario.

The Fund was created on July 23, 2004, 1o indireclly acquire the outstanding Class A partnership units
of 1Bl Group Parinership (*IBl Group™), a general partnership formed and camying on business under
the laws of the Provinoe of Ontano. As at December 31, 2015, the Company's common share capital
consisted of 24 966,744 (2014 = 17,808,484) issued and outstanding shares. Each share entitles the
holder to one vote af all meetings of sharehaolders.,

Bl Group also issued Cless B partnership wnits fo 1Bl Group Management Parnership (the
“Management Partnership”), the entity thal carried on the operations of the Fund prior o its acquisition
by the Fund. The Class B parinership units of IBI Group are indirectly exchangeable for shares on the
basis of one share of the Company for each Class B subordinated partnership unit. Class B parinership
units do not entitle the holder to volting rights at the meetings of shareholders of the Company.

If all of the oulstanding Class B partnership units were converted (o common shares, the common share
capital az at December 31, 2015 would be 31,248 966 (December 31, 2014 = 22 B34 262). If the Class
B partnership units were converted, the Management Partnership and affiliated partnerships would hold
44.5% of the voling shares as at December 31, 2015 (December 31, 2014 - 38.0%).

The table below summarizes the ownership of the Company by the Management Partnership and
affiliated parinerships as at December 31, 2015:

NUMBER PERCENTAGE
OF OF TOTAL
UNITS OWMNERSHIP
HELD

Class B partnership units and non-participating voting shares 6,282 222 20.1%

held by the Management Partnership

Common shares held by the Management Partnership and 7619874 24.4%

affiliated partnerships

IBI GROUP 2015 ANNUAL REPORT | 2015 FINANCIALS



1Bl GROUP INC. NOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

The table below summarizes the ownership of the Company by the Management Parinership and
affikated partnerships as at December 31, 2014;

HUMBER PERCENTAGE
OF OF TOTAL
UNITS OWMERSHIP
HELD

Class B partnership units held by the Management 5025778 22.0%

Partnership

Common shares hald by the Management Partnarship and 3,850,206 16.9%

affiliated partnerships

Through 1Bl Group, the Company is an international, multi-disciplinary provider of a broad range of
professional services focused on the physical development of cities. 1Bl Group's business is
concentrated in three main areas of development, being intelligence, buildings and infrastructure. The
professional services provided by 1Bl Group include planning, design, implementation, analysis of
operations and ather consulting services related to these three main areas of development,

The table below summarizes the trading symbols of the Company’s securities which are listed on the
Toronto Stock Exchange as at December 31, 2015

SECURITY TRADING
SYMBOL
Commaon shanes "IBG"
6.0% convertible debentures, 357,500 principal, convertible at "IBGz.DB.E”
221 per share, matures on June 30, 2018
T .05 convertible debentures (Option A), 314,755 principal, ‘IsG.0DB.C”
convertible at $19.17 per share, matures on June 30, 2019
7.0% convertible debentures (Options B and C), $31,245 “18G.0B"

principal, convertible at $5.00 per share, matures on June 30, 2019

The Company’s registered head office is 55 SL Clair Ave. West, Tth Floor, Toronio, Ontario, M5V 2%7,
NOTE 2: BASIS OF PREPARATION
(a) STATEMENT OF COMPLIANCE
These consolidated financial stalements of the Company and its subsidiaries (the “consolidated group”)
have been prepared in accondance with International Financial Reporting Standards (TIFRS™), as issued

by the International Accounting Standards Board (TIASB") and interpretations of the |nternatonal
Financial Reporting Interpretations Committee "IFRICT).

9



1Bl GROUP INC. NMOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

(b}

(e)

The consobdated financial staternents were authorized for issuance by the Company's Board of
Directors on March 16, 2018,

BASIS OF MEASUREMENT

These consclidated financial statements were prepared on @ going concem basis. Amounis are
recorded under the historical cost convention, except for cerain financial Nabilities measured al fair value
through profit or loss ("FVTPL"), as described in Mote 3(i).

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 invesiee and has
the ability to affect those returns through s power over the investee. The financial statements of
subsidianes are included in the consolidated financial statements from the date that effective control
commences and are de-consolidated from the date conirol ceases.,

JOINT ARRANGEMENTS

The Company performs the majority of its construction projects through wholly owned subsidiary entities,
which are fully consolidated, Howewver, a number of projects, particularly some larger, multi-year, muli-
disciplined projects, are executed through partnering agreements. As such, the classification of these
entities as a subsidiary, joint operation, joint venture or associate requires judgment by management 1o
analyze the various indicators that determine whether confrol exists. In particular, when assessing
whether a joint arrangement should be classified as either a joint operabon 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 parinerships would generally be classified as joint operations whereas joint arrangements
contracted through corporations would be classified as joint ventures. All curent partnering
arrangements are classified as joint operations.

The Company recognizes its assets, labilities and fransactions in relation to its joint operations in the
consolidated financial statemeants.

TRAMSACTIONS ELIMINATED O CONSOLIDATION

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

NOMN-CONTROLLING INTEREST

Mon-contralling interest in 1Bl Group is exchangeable into common shares of the Company. Changes in
the equity of 1Bl Group and distributions to the non-conirolling interest are recorded in non-controlling
interast

10
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1Bl GROUP INC. NOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

(d) FUNCTIONAL AND PRESENTATION CURRENCY

(e)

These consalidated financial stalements are presented in Canadian dollars, which s the currancy of the
primary economic enviranmeant in which the Company and its Canadian subsidianies, including 1BI
Group, operate (the “functional currency™).

Each of the Company's subsidiaries determines ils functional currency, and items included in the
financial statements of each subsidiary are measured using that functional currency. The Company's
foreign operatons are translated into its reporting currency (Canadian dollar) as follows: assets and
liabilities are franslated ai the rate of exchange in effect at the dale of the consolidated statement of
financial position, and items of revenues and expenses are translated at the average rate of exchange
for the perod. The resulting unrealized exchange gains and losses on foreign subsidianes are
recognized in accumulated other comprehensive loss (CAOCLT).

Transactions in foreign currencies are translated to the functional currency of the respective enlity al
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 eamings. On disposal, or partial dispasal, of
a foreign entity, or repatriation of tha net investment in a foreign entity, resulting in a loss of cantral,
significant influence or joint contral, the cumulative translation recognized in AQCL relating to that
particular foreign enfity is recognized in eamings as part of the gain or loss on sale. On a partial
disposition of a subsidiary thal dogs not result in a loss of control, the amounts are reallocated o the
nan-controlling intarest 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 is reclassified fo
SAMmings.

References to “$" in these consolidated financial statements denote Canadian dollars and references to
“U.53" are to U5 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 1o axercise judgment
and make estimatées and assumplions 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 reporied amounts of revenue and expenses for the period
coverad by the consolidated statement of comprehensive income (l0ss). Actual amounts may differ from
thesea astimates,

Within the context of these consolidated financial statements, a judgment is a decision made by
management in respect of the application of an accouniing policy, a recognized or unrecognized
financial statement amount andior note disclosure, following an analysis of relevant information that may
include estimates and assumptions. Estimates and assumplions ane used mainly in determining the
measurement of balances recognized or disclosed in the consolidated financial statements and are
based on a sel of underlying data that may include management’s historical experience, knowledge of



1Bl GROUP INC. NMOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

current events and conditions and other faciors that are believed o be reasonable under the
circumstances. Management conbinually evaluates the astimates and judgments it usas.

Information about judgments made in applying accounting policies that have the most significant impact
on the amounts recognized in the consolidated financial statements are as follows;

REVENUE RECOGNITION

The Company also enters into contracts that require multiple deliverables, which can include software
and hardware elemeants. Management applies judgment whean assessing whether certain deliverables
in @ customer arrangement should be included or excluded from a wnit of account to which contract
accounting is applied. The judgment is typically related to the sale and inclusion of third party hardware
and licenses in a customer arrangement, and involves an assessment that principally addresses
whether the delverable has stand-alone valug to the customer that is nol dependent upon other
companents of the arangement.

RECOVERABILITY OF ACCOUNTS RECEIVABLE

The Company records accounts receivable net of impairment losses determined bazed on the age of
the outstanding recenvables, factors specific o individual clients and its historical collection and loss

experience.

Information about assumptlions and estimalion wuncerainties that have a significant impact on the
amounts recognized in the consolidated financial statements for the year ended December 31, 2015 are
as follows:

REVEMUE RECCOGNITION AND DEFERRED REVEMUE

The Company accounts for certain of its revenue in accordance with 1AS 11 Construchion Condracts,
("1AS 117) which requires estimates to be made for contract cosls and revenues and |AS 18 Revenue
(“IAS 18°). Revenue from fixed-fee and varable-fae-with-celling contracis is recognized using the
parcentage of completion method based on the ratio of professional costs incurred 1o total estimated
professional costs. Estimating fotal professional costs is subjective and requires the use of
management’s best estimate based on the information available at that point in fime. The Company also
provides for estimated losses on confracts in-progress in the period inwhich such losses are determined.
Deferred revenue is recorded when billings to the clients exceeds the revenue that has been eamed
based on effort completed at the date of the consolidated statement of financial positon. Changes in
the estimales are reflected in the pericd in which they are made and would affect the Company’s revenue
and work in process.

VALUATION OF WORK IN PROCESS

The Company records it wark in process based on the bme and matenals charged inlo each project.
The work in process for each project is reviewed on a monthly basis to determine whether the amounts
recorded are recoverable. Where the review determines thal the value of work in process exceeds the
amwount that can be invoiced, provisions are made o the work in process and revenue is reduced. The
valuation of the work in process involves astimates of the professional costs to be incurred to complete
the project.

12
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1Bl GROUP INC. NOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

ONEROUS LEASE PROVISIONS

The Company recognizes provisions whan there is a present lagal or constructive obligation as a result
of past events, it is probable that an outflow of resources will be required to settle the abligation, and the
amount can be reliably estimated. Management has recorded a provision relaled to lease exit liabilities
which requires estimation of the expected sublease income and discount rate reflective of the risk
specific to the obligation.

DERECOGNITION OF FINANCIAL LIABILITIES

A financial liability is derecognized when the underlying coniractual cbligation is discharged, cancelled
or expires. Derecognition accounting is applied when ceriain criteria are met and as described in note 6
= Financial Instruments, management applied judgement in assessing the criteria that lead to accounting
for the change in terms of the convertible debentures and credit facility as an extinguishment of the
liability.

DETERMIMIMNG PROBABLE FUTURE UTILIZATION OF TAX LOSS CARRYFORWARDS

Deferred tax assels are recognized for all unused tax losses (o the extent that it is probable that taxable
profit will be available against which the losses can be utilized. Significant management judgment is

required 1o 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.

NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Unless othenwise indicaled, the significant accounting policies followed by the Company set out below
hawe been applied consistently to all penods presented in these consolidated financial statemeants.

REVENUE RECOGNITION

Revenue is recognized fo the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. Revenue i measured at the fair value of the
consideration received,

Revanue from fixed-fee and vanable-fee-with-cailing contracts is recognized by reference to the stage
of completion using the cost approach, Stage of completion is measured by reference to professional
cosls incurred to date as a percentage of tolal professional costs for each contract. Where the contract
outcome cannot be measured reliably, revenue is recognized only to the extent that the expenses
incurred are aligible to be recovered. Revenue from time-and-matenal contracts without staled ceailings
and shiort-term projects, is recognized as costs are incurred. Revenue is calculated based on billing
rates recoverable under the contract for the services performed

Provisions for estimated losses on contracts in-progréss are made in the period in which the losses are
determined. The effect of revisions to astimaled revenues and costs is recorded when the amounts are
known ar can be reasonably estimated. Where total contract costs exceed, or are expecied o axcead,
revenues, the anticipated loss is immediately recognized as an expense

Accounts receivable is valued at amorized cost net of allowances for impairment lesses (refer to nole
3(i}) for further discussion on financial instruments).

13



1Bl GROUP INC. NMOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

b)

c)

d)

The Company's software license agreements are multiple-glement arrangements as they may alzo
include maintenance, professional services and hardware. Multiple-element arrangements are
recognized as the revenue for each unit of accounting is eamed based on the relative fair value of each
unit of accounting as determined by an internal analysis of prices. A delivered element is considered a
separale unit of accounting if it has value to the customer on a standalone basis, and delivery or
performance of the undelivered elemeants is considered probable and substantially under the Company's
controd, If these criferia aré not met, revanue for the arrangement as a whale is accounted for as a single
unit of accounting.

WORK IN PROCESS AND DEFERRED REVENUE

Work in process represents the fee revenue and recoverable disbursements which have not been billed
but are expectad o be billed and collected from clients for contract work performed to date, and is valued
at estimaled net realizable values.

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

An allowance account 15 also mamntamad on work in process, measured by the esbmated amount aof
professional costs that are expected not to be invoiced, When work in process is determined not
recoverable, the amount is written off in the reserve for work in process,

CASH

Cash is comprised of cash on hand. Cash balances, which the Company has the abilty and intent to
offset, are used 1o reduce reported bank indebtedness and fund operations.

FROPERTY AND EQUIPMENT

ltems of property and equipment are measured at cost less accumulated depreciation, nel of
accumulated impairment losses, and amortized over their estimated usaful ives as follows:

ASSET BASIS RATE
Office furniture and equipment Diminishing balance 20%%
Computer equipment Straight line 2 years
Vehicles Dirminishing balance 205
Leasehald 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 exXxpense as
incurred.

14
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1Bl GROUP INC. NOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

e)

INTANGIBLE ASSETS

Intangible assets are initially recorded at fair value at their acquisiion date and stated at cost less
accumulated amorhization and net impairment losses, where applicable. The cost of infangible assets
with determinable lives is amortized over the peried in which the benefits of such assels are expecied
to be realized as follows:

ASSET BASIS AMORTIZATION

PERIOD
Cusiomer relationships Straight line 8-10 years
Contracts backlog Straight line 1-2 years
Mon-competition provisions Straght line 3-4 years

IMPAIRMENT OF NOM-FINANCIAL ASSETS

The Company evaluates the recoverability of property and equipment and infangible assels with
determinable lives for impairment at the end of each reporing period. If there are indicators of
impairment, a review s undertaken o determine whather the camying amounts ane 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
1o sell.

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

The carrying amount of a CGU includes the carming amount of only those assets thal can be attributed
directly, or allocated on a reasonable and consistent basis, and are expected to generate the future cash
inflicnars.

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

For property and equipment and intangible assets with determinable useful lives, an impairment loss is
reversed only to the extent that the assel's camrying value does not exceed the camying value that would
have been delermined, net of amorization, had no impairment loss been recognized,

INCOME TAXES

Imcome tax expanss consists of current tax charge and the change in deferred tax assets and liabilibes.
Current fax and deferred tax is recognized in the consoldated statement of comprehensive income
(loss) except to the extent that it relates to a business combination, or lo ilems recognized directly in
equity or olher comprehensive loss.

15



1Bl GROUP INC. NMOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

h)

Current tax represents the curment lax payvable (recaivable) on the taxable income (loss) for the parniod,
calculated in accordance with the rates and legislation of the respective tax junsdiction in which the
Company operated, enacled or substantively enacted as at the date of the consolidated statement of
financial position; it also reflects any adjustment resulting from mew information o taxes payable
(recoverable) in respect of previous years.

Deferred tax assets and habilites are recognized in respect of the expected income tax conseqUencas
attributable to temparary differences between the financial statement carrying values of existing assets
and liabilities in the consolidated stalement of financial position and their respective income tax bases,
Deferred tax assets and liabilities are measuwred wsing enacled, or substantively enacted, tax rales
axpected to apply to taxable income in the years in which those temporary differences are expected to
be recovered or satted. The effect on deferred tax assets and labiities of a change in tax rates is
recagnized in the consolidated statement of comprehensive income (koss) in the period that includes the
date of enactment or of substantive enactment of the fulure (ax rates.

Deferred tax assels are recognized for unused tax losses, tax credits, and deductible temporary
differences 1o the extent that it is probable that fulure taxable profits will be available against which thay
ican be utilized. Deferred tax assets are evaluated at each reporting perod and are reduced o the extant
that it is no longer probable that future taxable profits will be available against which they can be utilized.

SHARE-BASED COMPENSATION

The Company has a share-based compensation plan ("Deferred Share Plan™) which allows direciors 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 employes benefit
axpenses until setthed.

FINANCIAL INSTRUMENTS

All financial assels and financial liabilities are required to be classified into one of the following
calegories:

« Financial assets are classified as either FVYTPFL, available-for-sale, held-to-maturity investmenis or
loans and receivables; and
» Financial liabilities are classified as either FVTPL or other liabilities.

All financial assets and labilities are initially recognized at fair value plus directly attributable
transaction cosls, except for financial assets at FVTPL, for which transaction costs are expensed.
Purchases or sales of financial assels are accounted for at trade dates. All financial liabilities are
recognized initially at fair value and, in the case of lnans and borrowings, net of directly alfributable
transaction cosls.
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The table below summarizes the classification and subsequent measurement of the Company's
financial assets and liabilities:

FINAMCIAL INSTRUMENT CLASSIFICATION MEASUREMEMNT
FINANCIAL ASSETS
Cash FWTPL Fair valua
Restricted cash FVTPL Fair value
Accounts receivable Loans and receivables Amortized cost

FINAMCIAL LIABILITIES

Accounts payable and accrued labilities Other liabilities Amortized cost
Deferred share plan liability’ FVTPL Fair value

Due to related parties Other liabilities Amorized cost
Vendaor notes payabla Other liabilities Amoriized cosi
Consent fee notes payable Other liabilities Amortized cost
Finance lease abligation Other liabilities Amortized cost
Credit facilities Other liabilities Amorized cost
Convertible debantures = Kability componant Other liabilities Amortized cost

FIMNAMCIAL ASSETS AT FWVTPL

At the end of each reporting period subsequent to initial recognition, financial assels at FVTPL are
measured at fair value, with changes in fair value recognized directly in the consolidated siatement of
comprehensive income (loss) in the period in which they arnise.

LOANS ANMD RECEIVABLES

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They are included in current assels, excepl for those with maturities
greater than 12 months after the date of the consolidated statement of financial position. After their initial
fair value measurement, they are measured at amortized cost using the effective interest rate method,
net of allowanca for impairment lossas,

IMPAIRMENT

The Company's policy is to assess at the end of each reporling period whether there is any objective
evidence that a financial asset or group of financial assets s impaired.

The Company maintains an allowance for impairment losses on accounts recaivable. The eshimata is
based on the best assessment of the collectability of the related receivable balance, based in part, on
the age of the culstanding receivables and in parl on the Company's historical collection and loss
axperience. When the carrying amount of the receivable is reduced through the allowance, the reduction

Y The chiferrad share plan kability i grouped with acoounts payadile and accnssd Rabiktes on the consolidated statement of financial
positon. See Nobe 16 — Defermed Share Pian, S further discussion.
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is recognized in impairment of inancial assets in the consolidated statement of comprehensive income
(loss).

Subseguent recaveries of the amounts previously written off are charged against the allowance account
and recognized as income in the consolidated statement of comprehensive income (loss).

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 confract that evidences a
residual interest in the assets of an entity after deducting all of its liabilities. Equity instruments issued
are recorded net of direct issue costs.

Debt securities issued and other Habilties are recognized al fair value on the date that they originated.
her financial liabilities are recognized initially on the trade date at which the Company becomes party
ta the confractual provisions of the instrument, Financial liabilities are classified as either financial

liabilities at FWTPL or as other liabdities,
FiMANCIAL LIABILITIES AT FWTPL

Al the end of each reporting period subsequent to initial recognition, financial liabdities at FYTPL are
measurad at fair value, with changes in fair value recognized directly in the consolidated statemeant of

comprehensive income (loss) in the period in which they arise,
OTHER FINANCIAL LIABILITIES

Oiher financial liabilties are recognized initially at fair value, net of any directly atfributable fransaction
cosls. Subsequent to inal recognition, thesa liabilities are carmed at amorhized cost using the effectve
interest rate method,

EFFECTIVE INTEREST METHOQD

The effective interest method calculates the amortized cost of a financial instrument and allocates
inlerast income or expense over the comesponding penod. The effective interest rate is the rate that
discounts estimated future cash flows over the expected life of the financial instrument to the net carrying
amount of the financial instrument on initial recognition.

COMPOUND FINANCIAL INSTRUMENTS

Compound financial instruments issued by the Company consist of convertible debentures that can be
converted nto share capital at the oplion of the halder, The Eability component of a compound financal
instrument is measured initially at fair value, calculated as the net present value of the liability without a
conversion oplion and using a discount rate reflective of a liability instrument without a conversion facior.
The equity component s recognized initially at the difference between the fair value of the compound
financal mstrument as a whole and the fair value of the habilty component. Any directly attnbutable
transaction costs are allocated to the liability and equity components in proportion to their initial camrying
amounis

18
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i

k)

Subsequent o initial recognition, the liability component of a compound financial instrument is measured
at amortized cost using the effective interest method. The equity component of a compound financial
instrument is not remeasured subsequent fo initial recognifion. Upon derecognition, the equity
component of a compound financial instrument is reclassified o contributed surplus.

DERECOGHNITION OF FINANCIAL INSTRUMENTS

A financial asset is derecognized when the contraciual rights to the cash flows from the asset expire or
when the Company transfers the financial asset to another party without retaining controd or substantially
all the risks and rewards of cwnership of the assets. Any interest in transferred assets that are created
or refained by the Company is recognized as a separate asset or liability.

A financial Hability is derecognized when the underying contractual obligation Is legally discharged,
cancelled or expires,

LEASES

The substance of the transaction at inception of the lease determines whether the lease is classified as
operaling or finance. Any modification to the terms of a lease requires reassessment by the Company
of the classification of the lease.

QOPERATIMG LEASE

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Paymenis under an operating lease, net of any incentives received
from the lessor, are recognized as rent in the consolidated statement of comprehensive income (loss)
on a straight-line basis over the pericd of the lease.

FINAMCE LEASE

Leases in which substantially all the risks and rewards of cwnership are fransferred io the Company are
classified as finance leases. Assels which meet the finance lease criteria are capitalized at the lower of
the present value of the related lease payments or the fair value of the leased asset al the incepbion of
the lease and amortized over the term of the lease. Minimum lease payments are apportioned betweean
the finance charge and the settlement of the obligation. The finance charge is allocated to each period
during the lease term so as o produce a constant perodic rate of interest on the remaining balance of
the abligation.

PROVISIONS

Provisions are recognized when the Company has a present legal or constructive obligation as a result
of past events, it is probable that an cutflow of resources will be required to settle the obligation,
and the amount can be reliably estimated.

Provisions are not recognized for future operating losses. Provisions are measured at the present value
of the expecied expenditures {o seftle the obligation using a discount rate that reflects curment market
assessmenis of the time value of money and the risks specific to the obligation, The increase in the
provision due to passage of ime is recognized as an interest expense. All provisions ane reviewed at
each reporting date and adjusted to reflect the current best estimate.
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ONEROUS CONTRACTS

Tha Company's onerous contracts consist of lease exit liabilities, The Company accrues charges when
it ceases to use office space under an oparating lease arrangemeant. The provision is calculaled as the
present value of the remaining lease payments, less the recovery of the tenant improvement allowance
and the present value of the expected future sublease income.

NOTE 4: CHANGES IN ACCOUNTING POLICIES ADOPTED AND NOT YET ADOPTED

a) CHANGES IN ACCOUNTING POLICIES

Annual improvements fo IFRS (2010 - 2012) and (2011-2013) Cycles

In Decamber 2013, the IASE issued narrow-scope amendments (o a total of nine standards as part of
its annual improvements process, The IASE uses the annual improvements process to make non-
urgent but necessary amendments to IFRS.

The Company adopled these amendments in its consolidated financial statements for the annual
period beginning on Janwary 1, 2015, The adoption of the amendments did not have a material
impact on the consolidated financial statements.

FUTURE ACCOUNTING POLICY CHANGES

Anrual improvements o IFRS (2012 - 2014} Cycles

In Seplember 2014 the IASE issued narrow-scope amendments 1o a total of four standards as part of
its annual improvements process.,

The amendments will apply for annual periods beginning on or after January 1, 2016. Earlier
application is permitted, in which case, the related consequential amendmenis to other IFRSs would

also apply.

The Company intends o adopt these amendments in its financial statements for the annual perod
beginning on January 1, 2016. The Company does not expect the amendments to have a material
impact on the financial statements

1AS 1 Presentation of Financial Statermenis

In December 2014, the IASE issued amendments to IAS 1 Presentation of Financial Statements, 1o
provide guidance on the application of judgment in the preparation of financial statements and
disclosures. These amendments are effective for annual periods beginning on or afler January 1,
2016 with earlier adoption permitted. The adoplion of the amendmenis is not expected to have a
material impact on the consolidated financial stalements.

IFRS 11 Joirt Arramgements

Im May 2014, IFRS 11 Joint Armangements (TIFRS 117 was amended to require an acquisition of a

joint operation that constifutes a business to be accounted for using the principles of business

combinalions in IFRS 3 Business Combinations. This amendment applies to both indtial and additional

interest acquired in the joint operation. The Company intends lo adopt the amendments to IFRS 11 in
20
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its consolidated financial statements for the annual peried beginning January 1, 2016, The adoplion
of the amendments is not expecied to have a material impact on the consolidated financial
statements.

IFRS 10 Consalidafed Financial Siatements and |AS 28 Invesiments in Associates and Jainl
Vernfures

In September 2014, IFRS 10 Consolidated Financial Staterments and I1AS 28 Invesimenis in
Associales and Joint Venlures were amended to clarify an inconsistency between the two standards
retating to the sale or contribution of assets from an investor (o its associate or joint venture. The
amendment requires that a full gain or loss is recorded if the sold or contributed assels do not
constitute a business. The Company intends to adopl these amendments in its consolidated financial
statements for the annual peried beginning January 1, 2016, The adeplion of the amendments is not
expecied to have a material impact on the consolidated financial siatements.

IFRS 15 Revenws from Contracts with Cusfomers

On May 28, 2014 the |ASBE issued IFRS 15 Revenue from Confracts with Customers (“IFRS
157). The new standard is effective for annual periods beginning on or after January 1, 2018 and is
available for early adoption.

IFRS 15 will replace 1AS 11, I1AS 18, IFRIC 13 Customer Loyally Programmes, IFRIC 15 Agreements
for the Construction of Real Estate, IFRIC 18 Transfer of Assets from Customers, and SI1C 31
Revenue - Barter Transactions Involving Adverlising Sendces.

The new standard contains a single model that applies to contracts with customers and two
approaches for recognizing revenue. The model features a contract-based five siep analysis of
individual transactions to determine whether, how much and when revenue is recognized. Mew
estimates and judgmental thresholds have been introduced, which may affect the amount andfor
timing of revenue recognized. The Company intends to adopt IFRS 15 in itz consolidated financial
statements for the annual period beginning January 1, 2018. The extent of the impact of adoption of
the standard has not vet been determined.

IFRS 9 Financial Instriments

Im July 2014, the [ASE issued the final version of IFRS 9 Financial Instruments (IFRS 97), with a
mandatory effective date of January 1, 2018. The new standard brings together the classification and
measurements, impairment and hedge accounting phases of the 1ASE's project to replace [AS 39
Financial Instruments: Recognition and Measuremend. In addition to the new requirements for
classification and measurement of financial assets, a new general hedge accounting model and olher
amendments issued in previous versions of IFRS 9, the slandard also introduces new impairment
requirements that are based on a forward-locking expected credit loss model. The Company intends
to adopt IFRS 9 in its consolidated financial statements for the annual pericd beginning January 1,
2018, The extent of the impact of the adoplion of IFRS 3 has nol yel been determined.
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IFRS 16 Leases

In Jamuary 2016, the IASE issued IFRS 16 Leases ("IFRS 167). The new standard is effective for
annual pericds beginning on or after January 1, 2019, with earlier adoption permitted if IFRS 15 has

been adopted.
IFRS 16 will replace 1AS 17 Leases.

The new slandard requires all leases io be reported on the balance sheel unless cerlain criteria for
exclusion are met. The Company intends to adopt IFRS 16 in its consolidated financial statements for
the annual pericd beginning on Janwary 1, 2019, The extent of the impact of adoption of the standard
has not vet been determined.

NOTE 5: SEGMENT INFORMATION

The Company is an international, multi-desciplinary provider of a broad range of professional serices
focused on the physical development of cibes. The Company considers the bases on which it is
organized, including geographic areas and service offerings, in identifying its reportable segments.

(a) OPERATING SEGMENTS

Operating segments of the Company are defined as components for which separate financial
information is available that is evaluated regulary in allocating resources and assessing performance.

The Company has one operating segment, consulting services. These services are provided throughout
Canada, the U.5., and internationally

(b) GEOGRAPHIC SEGMENTS

The following lable demonsirates certain consolidated statement of financial position information line
items segmented geographically as at December 31, 2015, with comparatives as at December 31, 2014:

AS AT DECEMBER 31, 2015

CANADA Lu.5. INTERMATIOMNAL TOTAL
Property and equipment 3 10584 3% 2,533 3 1.806 5 14,923
Intangible assets 2,766 3,306 815 6,891
Work in process 56275 15,053 26,766 85,004
Reserve for wark in process (14,137) (557) (2.778) (17.472)
Work in process, net 42138 14,496 23,988 80622
Deferred revenue 25,909 8,492 4,274 38,675
Tedal assets 120,168 82,233 72,839 285,240

]
1o
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AS AT DECEMEER 31, 2014

CANADA U.5. INTERMATIOMNAL TOTAL
Property and egquipment 5 9550 % 1,974 3 1,256 % 12,780
Imtangible assats 1.115 3,356 B46 5317
Work in process 71,831 16,758 21,178 109,868
Reserve for work in process (20,145) (2,B687T) (1,665) (24.457)
Work in process, net 51.786 14,072 19,513 85,371
Deferred revenue 19,652 5621 2,729 28,002
Tolal assets 144 224 50,772 &7,067 252 063

The following table demonstrates cerain information contained in the consolidated statement of
comprehensive income (loss) segmented geographically for the year ended December 31, 2015, with
comparatives for the year ended December 31, 2014, The unallocated amounts periain to interest on
comartible debantures.

YEAR ENDED DECEMBER 31, 2015

UNALLOCATED
CORPORATE
COSTS CANADA u.s. INTERNATIONAL TOTAL
Revenues 3 - & 176760 5 102848 § 47484 $ 327,002

Met income (loss) from
continuing operations 3 (7, 781) § 16,049 % 333 3 (263) $ 11336

YEAR ENDED DECEMBER 31, 2014

UNALLOCATED
CORPORATE
COSTS CANADA u.s. INTERNATIONAL TOTAL
Rewvenues - - 5 166497 % B5284 3 46,483 5 298,274

Met income (loss) from
continuing operations ] (7.820) % 8505 § 3242 & 1,982 5 58919
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NOTE 6: FINANCIAL INSTRUMENTS
(a) INDEBTEDNESS

On October 5, 2015, 1Bl Group secured an agreement to refinance its credit facilities under the existing
banking agreement with its sanior lenders. The new amangement consists of a $20,000 revolver facility,
of which a maximurm of $10,000 is available under a swing line facility and will mature on June 30,
2018, The commitment under the swing line faciity will reduce availability under the revalver faciiity on
a dollar-for-dollar basis. The existing credit facilities were paid off in full upon closing under the lerms
of the new agresment and 320,000 was placed in a segregated cash collateral account (" Sinking Fund™)
upon closing. This amount was used to redeem the 5.75% convertible debentures on December 18,
2015. The agreement requires additional deposits each quarter for pre-defined amounts to the Sinking
Fund as noled balow:

October 5, 2015 & 20,000
December 31, 2015 2,000
March 31, 2018 3,250
June 30, 2016 3,250
Seplember 30, 2016 3,250
December 31, 2016 3,250
March 31, 2017 3,250
June 30, 2017 3,250
September 30, 2017 3,250
Decernber 31, 2017 3.250
March 31, 2018 3,750
Jume 30, 2018 3,750

The additional depasits in the Sinking Fund are pledged to repay the credit facilibes or convertible
debentures, and as secunty in the event of default. 1Bl Group made the December 31, 2015 deposit o
the Sinking Fund, which has been recognized in resiricted cash in the consclidated statement of
financial position. 1Bl Group will éarn inlarest on the deposits in the Sinking Fund based on the
Canadian dollar prime rate less an apphcable margin,

As at December 31, 2015, IBI Group has borrowings of 574,872 under the credit facilities, which has
been recognized in the consolidated stalement of financial positicn net of deferred financing costs of
52,595 |Bl Group has lefiers of credit outstanding of 55,318 as at December 31, 2015, of which 53,081
is issued under a 55000 facility which matures on July 31, 2016 and supporis letters of credit
backstopped by EDC. Advances under the revolver faclity bear interest at a rate based on the
Canadian dollar pnime rate or U.5 dollar base rate, LIBOR or Banker's Acceptance rates plus, in each
case, an applicable margin. At December 31, 2015, 530,000 was outstanding under Bankers'
Acceptance with the remainder borrowed as Prime Rate dabt,
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As at December 31, 2014, 1Bl Group had a credit facility of 382 000 comprised of a swing line facility
of 53,500, a revolver facility of 314,500, an office capital expenditure facility of 57,000, a letier of credit
facility of $5,000 and a term facility of $52.000. As at December 31, 2014, 1Bl Group had borrowings of
573,423 under the credit facilities and had issued letters of credit of 34,855, According to the terms of
the agreement, this credit facility was set to mature on March 31, 2016, The revalver facility was subject
to a borrowing base calculation. In addition, advances under these credit facilities bore interest at a rate
based on the Canadian dollar or U.S. dollar prime rate, LIBOR or banker's acceplance rates, pus, in
each case, an apphicable margin,

The refinancing of the credit facilities was considered an extinguishment of debt for accounting
purposes, Consequently, the original credit facilities were derecognized and the new credit facilities
were recognized al fair value. Transaction costs associaled with the new credit faciliies were
capitalized against the credit facilities and are being amortized on a straight line basis to the end of the
term of the new credit facilities using the effective interest method. As at December 31, 2015, deferred
financing costs of 32,595 are included in the consclidaled statement of financial position, net of related
amortization of $245 that has been recognized in other finance costs in the consolidated statement of
comprehensive income (loss). There were no deferred financing costs related to the original credit
faciliies a3 all capitalized costs have previously been recognized in other finence costs in the
congolidated statement of comprehensive income (loss).

The new facility is subject to compliance with certain fimancial, reporting and other covenants. The
financial covenants under the new agreement include a leverage ratio, interest coverage ratio, minimum
Adjusted EBITDA' threshold, and restrictions on distributions, if certain conditions are not met. 1B
Group was in compliance with its credit facility covenanis as at December 31, 2015,

Continued compliance with the covenants under the amended credit facilities is dependent on 1Bl Group
achieving revenue forecasts, profitability, reducing costs and the continued improvement of working
capital. Markel conditions are difficult to predict and there is no assurance that 1Bl Group will achieve
its forecasis. In the event of non-compliance, Bl Group's lenders have the right to demand repayment
of the amounts cutstanding under the lending agreements or pursue other remedies if IBI Group cannat
reach an agreement with its lenders o amend or wahe the financial covenants. As in the past, 1Bl
Group will carefully monitor itz compliance with the covenants and will seek waivers, subject to lender
approval, as may become necessary from time to time.

(b) CONVERTIBELE DEBEENTURES

The Company had three series of convertible debentures outstanding, one of which was redeemed
during the year ended December 31, 2015.

LHM i thay criedil Tpciilioe. Bgroamied. rgferertad I3 “Adparied ERITOA™ iy bo almindges Dadong inlonssd, inoomy (B, Sepnication i
amotization. sdusted o ganioss afaing from axiratednary, urssull oF RoN-PBCUIMNG Rema; Soquisiion coits and defamed considerition revinmue;
Aon-cath sxpenses, garyions realinsd upan e disposal of capisl property. Ganioss on lonisgn achangs Irnslation, GaNIoss on purchane of
pedemptcon of becuites Esued, gEnioss on far valkalion of Bnancial Fstnements, amounts. sftriatable fo minonty eguty imestiments; aod inecest
incoma. Adusted EBITDA is nol a recognized measuns under IFAS and does not have a standandized meanng prescribed by IFRS, and e
Company's mathod of calculating Adpesied EBITOW many difer froen the metnods used by other ssmiar entites
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5.75% DEBENTURES ($20,000 PRINCIPAL, REDEEMED ON DECEMBER 18, 2013)

The 5.75% Debentures were recorded as compound financial instruments. The liability component was
recorded at fair value on the date of conversion to a corporation and measured subsequently al
amortized cost using the effective interest method over the life of the 5.75% Debeniures. As at
December 31, 2014, the ability component has an amortized cosl of 518,838, The eguity compoment
for the conversion feature of 3896 was measured al the fair value on the dale of conversion to a
corporation. The 5.75% Debentures had a malurity date of June 30, 2017 at $20,000. The 5.75%
Debentures were convertible into shares of the Company at the option of the holder at a conversion
price of $20.52 per unit. The 5.75% Debentures were redeemable by the Company at a price of $1,000
per 5.75% Debenture, plus accrued and unpaid interest, on or after June 30, 2015 and prior 1o the
maturity date (provided that, if the redemplion is prior to June 30, 2015, the weighted average rading
price of the shares of the Company on the T3X for the 20 conseculive trading days ending five trading
days preceding the date on which notice of redemplion is given is not less than 125% of the Conversion
Price of $20.52). The Debentures bore interest from the date of issue at 5.75% per annum, payable in
equal semi-annual payments in arrears on June 30™ and December 31% of each year.

On December 18, 2015, the Company financed the redemplion of its 5.75% Debentures for 520,000
cash from the credit facilities, plus paid accrued and unpaid interest up to but excluding the redemplion
date. The 5.75% Debentures were atcreted to principal, resulting in $1,162 of accretion expense being
recognized in the consolidated statement of comprehensive income (loss) during the vear ended
December 31, 2015, The equity component of 3896 was reclassified to contributed surplus upon
redemption.

6.0% DEBENTURES ($57,500 PRINCIPAL, MATURES ON JUNE 30, 2018)

The 6.0% Debentures are recorded as compound financial instruments. The liability component was
recorded at fair value on the date of conversion to a corporation and was subsequently measured at
amorized cost using the effective interest method over the life of the §.0% Debentures. As at December
31, 2015, the liability component has an amorized cost of $55,102 (December 31, 2014 - $54 266).
The equity compenent for the conversion feature of $3,206 is measured at the fair value on the date of
CONVErsion to a corporation. The 6.0% Debentures have a maturity date of June 30, 2018 at 357 500,
The 6.0% Debentures are convertible into common shares of the Company at the oplion of the holder
at a conversion price of $21.00 per share. The §.0% Debentures are redeemable by the Company al a
price of $1,000 per 6.0% Debenture, plus accrued and unpaid interest, on or after June 30, 2014 and
prior to the maturity date (provided that, if the redemption is prior Io June 30, 2016, the weighted
average trading price of the shares of the Company on the TSX for the 20 consecutive trading days
ending five irading days preceding the date on which notice of redemption is given is not less than
125% of the Conversion Price of $21.00). The Debentures bear interest from the date of issue at 6.0%
per annum, payable in equal semi-annual payments in arrears on June 30 and December 31% of each
year. The fair value of the 6.0% Debentures was 342 493 based on the quoted markel price as at
December 31, 2015.
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7.0% DEBENTURES ($46.000 PRINCIPAL, MATURES ON JUNE 30, 2019)

On July 23, 2014, the Company entered into a supplemental trust indenture with CIBC Mellon Trust
Company, the trustee for the 7.0% convertible unsecured subordinated debentures ("Debentures™)
which were onginally scheduled to mature on December 31, 2014, o give effect to the amendments
approved at a special meeting of the Debenture holders to extend the maturity of the Debentures to
June 30, 2019, In exchange for the exiension of the maturity, Debenture holders that delivered and did
not withdraw a valid proxy voting for the extension received either; a reduced conversion price o $5.00
per share from $19.17 per share with a consent fee note equal to $86.96 per 51,000 principal amaunt
of Debentures ("Option B”) or the Debenture holders refained the conversion price of 318,17 per share
and received a consent fee nole equal to $195.65 per 1,000 principal amount of Debeniures (*Oplion
A%l The conversion price was also reduced o $5.00 per share from $19.17 per share for Debenture
halders who did not depasit a praxy, abstained from voling of vated against the Dabenture amendrmants
("Dpton C°). The Debenturas bear interest from the date of issue at 7.0% per annum, payable in egqual
semi-annual payments in ammears on June 30" and December 31* of each year. The consent fee notes
are unsecured, non-convertible, mature on December 31, 2016 and bear interest al the rate of 7.0%
per annurm which & payvable an maturity.

The amendments to the Debenfures resulted in them being accownted for as extinguishments for
accounting purposes, Consequently, the original Debentures were derecognized and the new
Debentures (under Option A, B and C) were recognized at fair value, resulting in a pre-tax gain on
extinguishment of 521,137, net of fransaction costs of $891 which was recorded to other finance costs
in the consolidated statement of comprehensive income (loss) during the year ended December 31,
2014. See Note 15 — Finance Costs (Income), for further detail regarding finance costs for the year
ended December 31, 2014,

The fair value of the new Debentures issued under Option B and C of 318, 74T was estimated using the
abserved frading price as these Debantures are considered to be traded in an active markel. The fair
value was then allocated to the liability component in the amount of 515,922 using discounted future
cash flows at an estimated fair value discount rate of 26.5% and the residual was allocated to the Oplion
B and C conversion feature in equity. The fair value of the new Debentures issued under Option A of
57,519 was estimated using discounted fulure cash flows at an estimated fair value discount rate of
2B.5%, with a comparison to pre-modification observed trading prices indicating that the equity
compenent was of nominal value, As a resull, substantively all of the fair value of the new Debentures
issued under Option A was allocated to the lability compaonent.

The fair value of the consent fee notes issued under Option A and B were 31,984 and $453 respectively,
using discounted future cash flows at an estimated fair value discount rate of 26 5%.

The new Debentures and consent fee noles were subsequently measured al amortized cost using the
effective interest method over their respective lives to maturity, As at December 31, 2015, the liability
component of the new Debentures have an amortized cost of $29.618 [December 31, 2014 - 525, 333)
and the consent fee noles have an amortized cost of 53,067 (December 31, 2014 - $2 631). Accretion
expense for the new Debentures and consent fee notes was 54,721 for the year ended December 31,
2015 (December 31, 2014 - 52.085). See Note 15 - Finance Costs (Income), for further detail regarding
the accretion expense for the period. The equity component for the conversion feature of the new
Debentures in the amount of $2 884 is measured at fair value al the date of issuance.
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Post amendment, the ticker symbad for the new Debentures under Option B and C (aggregale principal
amount of $31,245) is IBG.DB and for Oplion A (aggregate principal amount of $14,755) is IBG.DB.C.
The fair value of the new Debentures under Option B and C was $23 283 and for Dphion A was 510,624

based on their respective quoted market price as at December 31, 2015,

The movemeant in convertible debentures for the year ended December 31, 2015 is as follows:

LIABILITY EQUITY
COMPONENT COMPONENT TOTAL
Balance, January 1, 2015 - 98,437 $ 5852 § 104,289
Accretion of convertible debentures 6,283 - 6,283
Redemption of 5.75% convertible debentures (20,000} (896) (20,896)
BALANCE, DECEMBER 31, 2015 3 84720 3 4956 % 89,676
The movement in convertible debentures for the year ended December 31, 2014 is as follows:
LIABILITY EQUITY
COMPONENT COMPONENT TOTAL
Balance, January 1, 2014 g 116,760 § 5852 % 122,612
Accretion of convertible debenture 3,705 - 3,705
Gain on extinguishment of 7.0% converlible
debentures (22.028) - (22 028)
Derecognition of 7.0% convertible debentures - (2,774} {2,774}
Recognition of amended 7.0% convertibla
debentures - 2,894 2894
Impact of extinguishment of 7.0% converible
dabentures - (120) (120)
BALANCE, DECEMBER 31, 2014 - 98,437 § 5852 % 104,289

(e) FINANCIAL ASSETS AND LIABILITIES

The fair values of cash, restricted cash, accounts receivable, accounts pavable and accrued liabilities,
vendor notes payvable, consent fee notes payable and finance lease obligation approximate their

carrying amounts due 1o their short-term maturity.
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The carrying amount of the Company’s financial instruments as at December 31, 2015 are as follows:

FINANCIAL
ASSETS
AND OTHER
LIABILITIES LOANS AND FINANCIAL
AT FVTPL RECEIVABLES LIABILITIES TOTAL

FINANCIAL ASSETS
Cash 5 7968 % - 8 -5 7,968
Restricted cash 5248 - - 5248
Accounts receivable . 111,771 - 111,71
TOTAL & 13218 & 111,771 § - & 124987
FINAMCIAL LIABILITIES
Accounts payable and accrued
liabilities & - % - % 53696 S5 53,696
Deferred share plan ability® 727 - - 727
Vendor notes payable - - 4,238 4,238
Consent fee notes payable . = 3,067 3,067
Finance lease obligation . - 252 252
Credit faciities - - 72207 72227
Convertible debentures - - 84,720 84,720
TOTAL 3 T2T & - & 218,200 & 218,927

Y The chiferrad share plan kability i grouped with acoounts payadile and accnssd Rabiktes on the consolidated statement of financial
positon. See Nobe 16 — Defermed Share Pian, S further discussion.
29



1Bl GROUP INC. NMOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

The carrying amount of the Company’s financial instruments as at December 31, 2014 are as follows:

FINANCIAL
ASSETS
AND OTHER
LIABILITIES LOANS AND FINANCIAL
AT FVTPL RECEIVABLES LIABILITIES TOTAL

FINAMCIAL ASSETS

Cash 5 10,342 % - 5 - 3% 10,342
Accounts receivable - 106 451 - 106,451
TOTAL 5 10,242 % 16451 5 -5 116,793

FINAMCIAL LIABILITIES

Accounts payable and accrued
liabilities & - § - 8 ST058 57,058
Deferred share plan Hability® 301 - - 3
Due to relaled parties - - 10,000 10,000
Vendor notes payable - - 5,013 5,013
Consent fee notes payable . = 263 2,631
Finance lease obligation . - 928 9z8
Credit faciities - - 73423 73,423
Convertible debenturas - - Q8,437 98,437
TOTAL $ 391 % - § 247480 § 247,881

U The chiferrad share plan kability i groupsd with acoosnts payatie and accnssd kabilses on the consolidated statement of financial
posibon. See Nobe 16 — Defered Share Pian, S further discussion.
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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, 2015 and December 31, 2014:

AS AT DECEMBER 31, 2015
LEVEL 1 LEVEL 2 LEVEL 3

Cash $ 7068 S -8 g
Restricted cash 5,248 i ;
Deferred share plan liability’ y 727 ]

£ 13,216 5 72T % -

AS AT DECEMBER 31, 2014
LEVEL 1 LEVEL 2 LEVEL 3

Cash £ 10342 5 - 3 -
Deferred share plan liability? - i .

g 10,342 3 391 3

Y The chiferrad share plan kability i grouped with acoounts payadile and accnssd Rabiktes on the consolidated statement of financial
positon. See Nobe 16 — Defermed Share Pian, S further discussion.
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NOTE 7: PROPERTY AND EQUIPMENT

(a) CARRYING AMOUNT

NMOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

Proceeds from disposals are netted against the related assets and the accumulated depreciation, and
are included in the consolidated statement of comprehensive income (loss). Property and equipment

consist of the following:

OFFICE
FURNITURE

AND COMPUTER
EQUIPMENT EQUIPMENT

VEHICLES LEASEHOLDS TOTAL

COST

January 1, 2014 - 8110 % 14554 & 200 % 8680 §F 3250

Additions 3316 2,098 = 8,152 13,566

Disposals {1,612) (2,431) {117) (2,416) (6,576)

Impairment from continuing - - - (3,248) (3.248)
cperations

Irnpairrment from (296) (353) - (382) (1,041)
discontinued operations

Foresgn currency translaton 303 359 48 240 Sa0
gain

December 31, 2014 5 2821 3 14 26T 35 138 ¥ 12016 5 36242

Additions 1,763 2,762 258 408 5,601

Disposals (135) (53) (1) N {196)

Write off of fully amortized (248) (38) . (324) (B08)
assets

Foreign currency translation Y| 1,106 26 062 2.365
gamn

DECEMBER 31, 2015 5 11,872 % 18046 3 421 % 13155 0§ 43494
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OFFICE
FURNITURE
AND COMPUTERE
EQUIPMENT OQUIPMENT VEHICLES LEASEHOLDS TOTAL
ACCUMULATED
DEPRECIATION
January 1, 2014 5 5430 3 13518 3 133 3 6,911 ¥ 25092
Depreciation from 1,077 a8 28 768 2 B89
confinuing operations
Depreciation from
discontinued operations 111 234 - 7 B2
Disposals (1.,271) {2436} (113} {2,078] (5. 829)
Foresgn currency translaton 87 142 a1 (272) g
gain (loss)
December 31, 2014 5 5434 & 1225 5 28 § 58673 ¥ 23462
Depreciation from 1,277 1,780 a7 910 4.024
cantinuing oparations
Y¥vrite off of fully amortized (248) (36) [324) (B08)
assels
Disposals (54) {30} - 4} (118}
Forewgn currency translation 477 O44 14 376 1.811
gain
DECEMBER 31, 2015 5 6856 3 148914 5 170 % 5,831 5 285N
HET CARRYING AMOUNT
DECEMBER 31, 2014 5 4 387 3 2011 % a9 % 6343 5 12780
DECEMBER 21, 2015 3 5018 § 3132 % 251 % 6524 5 14822
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NOTE 8: INTANGIBELE ASSETS AND GOODWILL

(a) CARRYING AMOUNT

The following table presents the Company's goodwill and intangible assets as at December 31, 2015

and December 31, 2014;

GOODWILL

CONTRACT
BACKLOG RELATIONSHIPS OTHER TOTAL

COsST
Balance at January 1, 2014 % 189,585

Fully amortized assats (189 585)
Additions -
Foreign exchange translation

gain -

$14975 § 276,546

(13,805) (270,615)
1,115 1,115

107 477

December 31, 2014 5 o

Fully amortized assets -
Additions -
Foreign exchange translation

gain -

§ 2392 § T7h23

(692) (1,272)
1,650 1,650
246 1,063

DECEMBER 31, 2015 5

§ 3596 5§ 8964
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NOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

GOODWILL
ACCUMULATED
AMORTIZATION
AMND IMPAIRMENT

CONTRACT
BACKLOG RELATIONSHIPS OTHER TOTAL

CLIENT

Balance at January 1, 2014 5 189585 § 33278 5 34616 514,397 § 271,874
Fully amortized assets {188,585) {32,850) (34.335) (13,805) (270,615)
Amortization - 152 250 7 218
Foreign exchange translation

gain 42 38 48 128

December 31, 2014 5 - 8 80 & 660 5§ o957 5 2206
Fully amortized assets (580) - (1,272)
Amartization - . 552 182 T84
Foreign exchange translation

gain 155 200 355

DECEMBER 31, 2015 3 - 3 & 1416 5 657 5 2073

MET CARRYING AMOUNT
Decembear 31, 2014 : - 3 - § 3882 § 1435 § 5317
December 31, 2015 5 - % - & 3852 % 2839 % 6,801
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NOTE 9: INCOME TAXES

The major componenis of income ax expense include the following:

YEAR EMDED
DECEMBER 31, DECEMEER 31,
2015 2014
CURRENT TAX EXPENSE

Current period 5 478 $ 1,325
Adjustment for prior periods (87} 215
381 1,540

DEFERRED TAX EXPENSE
Crigination and reversal of temporary differences 4,579 (64)
Change in lax rales 126 256
Adjustment for prior pernods 63 427
Change in unrecognized deductible temporary differences (981) 683
3,793 1,302
TOTAL TAX EXPEMSE 5 4174 3 2,842

A6
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1Bl GROUP INC. MOTES TO THE COMSOLIDATED FINAMCIAL STATEMENTS
The provision for income taxes in the consolidated stalement of comprehensive income (loss)
represents an effective tax rate different than the Canadian enacted or substantvely enacted statutory
rate of approximately 26.5%. The differences are as follows:

YEAR ENDED

DECEMEER 31, DECEMBER 31,

2015 2014
Met income from continuing operations 3 11,336 5 5919
Total tax expense 4174 2842
Met income before tax from conlinuing operations -1 15,510 5 8,781
Income tax using the Company’s domestic tax rate 3 4,110 5 2322

Income tax effect of:

Mon-deductible expenseas T80 1,682
Change in deferred tax rates 126 256
Mon-controlling interests share of income . 21
Dperating in jurisdictions with different tax rates 380 (ST0)
Change in unrecognized temporary differences {981) 683
Prior perod adjustments to current fax (97 218
Prior period adjustments to defermed tax L] 427
Withholding taxes 253 73
Benefil retained on discontinued operations (374) (2.457)
Cither (92) 187
INCOME TAX EXPEMNSE 5 4174 5 2 B4z

The applicable tax rate is the aggregate of the Canadian Federal income tax rate of 15% and the
Provincial income tax rate of 11.5%.

UNRECOGNIZED DEFERRED TAX LIABILITIES

Az at December 31, 2015, the Company has approximately $14 904 (Decamber 31, 2014 - $12,979) of
tempaorary differences assotiated with its investments in foreign subsidianes far which no deferred taxes
have been provided on the basis that the company is able to contral the tming of the reversal of such
temparary differances and that such reversal s not probable in the foreseeable future,



1Bl GROUP INC. NMOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

UNRECOGHMIZED DEFERRED TAX ASSETS

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

YEAR ENDED
DECEMBER 31, DECEMEER
2015 3, 2014
Deductible temporary differences 5 12,531 z 16,401
Tax losses - Federal 25,038 17,168
Tax losses — State 43,867 32,087

s 81,436 5 65,656

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

YEAR EMDED
DECEMBER 31, DECEMBER 31,
2015 2014
Deductible termporary differences 3 4647 3 6,069
Tax losses — Federal 8,870 6267
Tax losses — State 2,851 2,246

5 16,3668 § 14,582

Deferred tax assets are recognized for operating loss carry forsards (o the extent that the realization of
the related tax benefit through future taxable profits is probable. As at December 31, 2015, the
Company's affiliated entities have 327 858 (December 31, 2014 - 342 153) of operaling loss carry
forwards available for income tax purposes, which expire in the years 2017 through 2035, The ability of
the Company to realize the tax benefits of the loss carry forwards is contingent on many factors,
including the ability to generate future taxable profits in the jurisdictions in which the tax losses arose.

The Company regularly assesses the stalus of open tax examinalions and its historical fax filing
positions for the potential for adverse oulcomes to determing the adequacy of the pravision for income
and other taxes. The Company believes that it has adequately provided for any tax adjustments that are
maore likely than not to occur as a result of ongoing tax examinations or historical filing positions.
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NOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

The tax effect of temporary differences between the financial statement carryving amounts of assels and
liabilities and their respective tax bases that give rise to significant portions of the deferred tax assets at
December 31, 2015 and December 31, 2014 are presented belaw:

RECOGNIZED DEFERRED TAX ASSETS AND LIABILITIES

Deferred tax assets and liabilities are atributable to the following:

YEAR ENDED DECEMBER 31, 2015

ASSETS LIABILITIES TOTAL

Propery and equipmant 5 1496 - (11} 3 1,485
Mon-capial loss 6,395 - 6,395
Reserves 1,884 (6,371) (4,487)
Financing cosis 286 - 386
Intangible assets 3457 (170) 3287
Oithar 66 {108) (42)

$ 13684 $ (6680) 3 7.024

YEAR ENDED DECEMEBER 31, 2014

ASSETS LIABILITIES TOTAL

Property and eqguipment $ 1995 5 (6) 3 1,989
Mon-capial loss 10,567 - 10,567
Reserves 1,350 (8,426) (7.076)
Financing cosis 1,366 - 1,366
Intangible assets 3610 {206) 3404
Other 592 (52) 640

$ 19,580 $ (8,690) § 10,890

The Company recognized a deferred tax asset for the share issuances of 353 during the year ended

December 31, 2015 (2014 = Snil).

NOTE 10: RELATED PARTY TRANSACTIONS

Pursuant to the Administration Agreement, |BI Group and certain of its subsidiaries are paying to the
Management Partnership an amount representing the base compensation for the services of the
pariners of the Management Parnership, The amount paid for such services during the year ended
December 31, 2015 was 324 154 (2014 - $26,084), As at December 31, 2015, the Company advanced
31,036 to the Management Partnership for payment of future compensation for the services of the
pariners (December 31, 2014 = $nil). As at December 31, 2015, there were 81 pariners (December 31,
2014 - 96 partners).
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IBl Group from time fo time makes a monthly distribution to each Class B partnership unit holder equal
to the dividend per share (on a pre-1ax basis) declared to each sharaholder. All of the Class B partnership
units are held by the Management Parinership. As at December 31, 2015 and 2014, the amount of
distributions payable to the Management Partnership were nil.

As at December 31, 2014, the amount payable on the Management Parimership loan was 510,000, This
loan was repaid in full during 2015 using proceeds of 31,544 received for common shares issued (o the
Management Parinership under the nights offering, proceeds of 52,010 received for Class B units issued
to the Management Parimership under the rights offering, with the remainder being seffled using the
proceeds received from the issuance of commaon shares to the Management Parinership under the
private placement. Interest on this loan was at the same rate as the operating line of credit that 1B] Group
has with its bank lemder, less any commitment fees payable to its bank lender. Interest expense on this
advance was 3962 for the year ended December 31, 2015 (2014 - 320,

On Movember 18, 2015, the Company issued a righls offering under which each shareholder of its
commen shares was given the right to subscribe for additional common shares of the Company at a
pre-determined subscription price on or before December 18, 2015, The net proceeds of 35,466 raised
from the issuance of commeon shares to public shareholders were used to repay the Company's credit
facilities. The proceeds of 51,544 for the issuance of common shares o the Management Partnership
was paid by a promissory note which was set off against the corresponding amount of indettedness
owing by the Company to the Management Partnership. Concurrently with the rights offering, 1Bl Group
issued to the Management Parinership, rights to subscribe for additional Class B partnership units on
terms subslantially similar to those of the righls offering. The proceeds of 52,010 from the issuance of
the Class B partnership units was paid by a promissory note which was set off against the comesponding
amount of indebtedness owing by the Company to the Management Partnership. On December 31,
2015, the Company completed a private placement, issuing shares io the Management Fartnership in
full satisfaction of the remainder of the indebledness owing to the Management Parinership.

Az noted in Note 18 = Discontinued Operations, on Oclober 2, 2014, Daniel Arbour, who previously led
1Bl Group's operations in Ching, acquired a 19% equity interest in 1Bl China Holdings Limited (*China”).
The Company also sold a 30% equity interest in China o Services Intégrés Lemay & Associeés Inc.
("Lemay”) for approximately $510, subject to final closing adjustments. In addition, a 19% equily inlerest
in China was sold to Champlain (2014) Inc. ("Champlain”) in exchange for 8 non-interest bearing
receivable for 3475, The receivable was to be settled based on an eam-out perod over the next four
years. The Company has delermined that this receivable is not collectible and as such has recognized
an impairment charge for the discounted value of 3359 through the consalidated statememt of
comprehensive income (loss) during the year ended December 31, 2015. Champlain is 100% owned by
Daniel Arbour, who has led |Bl Group's operations in China and is a related party to the Company.
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COMPENSATION OF KEY MANAGEMENT PERSONNEL

The Company's key managament personnel are comprised of members of the executive team, 1o the
extent that they hawve the authanty and responsibility for planning, directing and cantralling the day-to-
day acliviies of the Company. The Company also provides compensation 1o the members of the
Board of Directors.

YEAR EMDED YEAR ENDED

DECEMEBER 31, DECEMEBER 31,

2015 2014

Directors fees, salaries and other short-term 5 2,712 5 2522
emplovee benefits

Share-based compensation 405 262

Total compensation 2 a1y 5 2784

HOTE 11: EQUITY
(a) SHAREHOLDERS' EQUITY

The Company is authorized to issue an unlimited number of commaon shares. As at December 31, 20135,
the Company's common share capital congisted of 24 966 744 shares izsued and outstanding
(December 31, 2014 = 17 808 484 shares).

Each share entitles the holder to one vate at all mestings of shareholders.

The 6282 222 Class B parinership units of IBI Group are indireclly exchangeable for comman shares
of the Company on the basis of one share of the Company for each Class B subordinated partnership
unit. If all such Class B partnership units of Bl Group had been exchanged for shares on December 31,
2015, the units issued on such exchange would have represented a 20.1% interest in the Company,

Class B parinership unils do net enfitle the holder fo voling rights at the meelings of shareholders,
although the holder also helds an equal number of non-participating voting shares in the Company. The
Class B parinership units have been recorded as a non-confralling interest in the consolidated financial
stalements as at December 31, 2015 and 2014,

SHARE ISSUANCES
2015

» During the year ended December 31, 2015, the Company issued 3 487 071 common shares
for cash proceeds of 35,579 and incurred transaction costs of 3113

» During the year ended December 31, 2015, the Company issued 3 671,189 common shares
for proceeds of 37,985 in exchange for promissory nobes which wene used to pay down the
Management Parinership loan and incurred transaction costs of $125.
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2014

During the vear ended December 31, 2015, the Company issued 1,258 444 Class B
partnership units for proceeds of $2,010 in exchange for a promissory note which was used 1o
pay down the Management Partnership loan and incurred transaction costs of 541,

During the year ended December 31, 2014, the Company issued 141,805 common shares for
a tofal of 3404 in exchange for Class B partnership units of 181 (US) Limited Partnership which
had been issued in a prior year for the acquisition of one of its subsidiaries. This resulted in a
reduction of non-controlling interest by 52,233 with a cormesponding increase to contributed
surplus for $1,829 in the period,

During year ended December 31, 2014, the Company issued 113,981 shares for a total of
2250 related to the sefflement of deferred share unils exercised by former members of the
Board of Directors.

During the year ended December 31, 2014, the Company issued 20,000 common shares for a
tolal of 324 in exchange for Class D partnership units of 1Bl Group which had been issued in a
prior year for the acquisition of one of its subsidiaries. This resulted in a reduction of non-
controlling interest by $301 with a comesponding increase to contributed surplus for $277 in
the period.

DIVIDENDS

There were no dnadends declared during the years ended December 31, 2015 and 2014. The
Company suspended its dividend on May 24, 2013 and no dividends have been declared after February

2013.
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EARNINGS (LOSS) PER SHARE FROM CONTINUING AND DISCONTINUED OPERATIONS

YEAR ENDED YEAR ENDED

DECEMBER 21, DECEMEBER 31,
215 EIHL

Met income from continuing operations attributable 3 8,542 % 4 605
to ownears of the Company

Met loss from discontinued operations atiributable to (1.461) (7. 083)
owners of the Company

Met income (loss) attributable to owners of the 5 7,381 5 (2458)
Company

Reduction in net income (loss) attributable to owners - -
of the Company due to dilution

Mel income (loss) attributable o owners of the 5 7,381 5  [2458)

Company for diluted loss per common shara

Weighted average common shares outstanding 17,985 17,642

Dilutive effect of Class B parinarship units 5074 5028

Diluted wemhled average commaon sharas 23,059 22 688

outstanding

Basic and diluted earmings (loss) per common share 5 0.41 5 (0. 14)

Basic and diluted eamings per share from % 0.49 3 0.26
continuing operations

Basic and diluted loss per common share from 5 {0.08) 5 {0.40)

discontinued aperations

For the purposes of calculating diluted eamings (loss) per share, any impact of the convertible rights on
the converlible debentures are not included in the calculation of net loss per commaon share or weighted
average number of common shares outstanding as they would be anti-dilutive.

{b) NON-CONTROLLING INTEREST

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 egquity.
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The calculation of net loss and total comprehensive income (loss) atinbutable to non-controlling interest
15 set oull below:

YEAR ENDED YEAR ENDED
DECEMBER 31, 2015 DECEMBER 31, 2014

Met income (koss) 5 9463 3 (3,160)
Mon-contralling inferest share of ownership’ 22.0% 22.2%
Net income (loss) attributable to non-controlling s 2082 3 (702)
interest
YEAR EMDED YEAR ENDED

DECEMBER 31, 2015 DECEMBER 31, 2014

Tolal comprehensive income (loss) - 8,409 5 (3,526)
Mon-confrolling interest share of ownership® 22.0% 22 2%
Total comprehensive income {loss) attributable to 3 1.850 3 (784)

rian-controlling mienest

NOTE 12: FINANCIAL RISK MANAGEMENT

The Company has exposure fo market, credit and liguidity risk. The Company's primary risk
management objective is o protect the Company's consolidated statement of financial position,
comprehensive income (loss) and cash flow in support of sustainable growth amnd eamings. The
Company's financial nsk management activiies are governed by financial policies thal cover risk
identification, tolerance, measurement, authorization levels, and reporiing.

{a) MARKET RISK
INTEREST RATE RISK

The Company's credit facilities have floating-rate debt, which subjects it 1o interest rate cash flow risk.
Advances under these credit tacilities bear interest al a rate based on the Canadian dollar or U.S dallar

prime rate, LIBOR or banker's acceplance rales, plus, in each case, an applicable margin,

If the interest rale on the Company’s variable rate loan balance as at December 31, 2015, had been S0
basis points higher or lower, with all other vanables held constant, net income for the year ended
December 31, 2015 would have decreased or increased by approximately $275.

"Futhmlrpm-nul-llmu'mg il Incoene (ioi) and 1otal compreangess iNGoms (ko84 ) 10 non-Connaling inbsns], e dsieage shans ol non-
oontroding indesest for the vear ended December 39, 2015 was wsed.
4
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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 thanm purchasing cummency swaps and
forward foreign exchange confracts.

Foresgn exchange gains or kosses in the Company's net income arise on the franslation of foreign-
denominated intercompany koans held in the Company’s Canadian operations and financial assels 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 Rabilities when possible.

If the exchange rates had been 100 basis points higher or lower duning the year ended and as at
December 31, 2015, with all other vanables held constant, tolal comprehensive income would have
increased or decreased by 5386 for the year ended December 31, 2015, If the exchange rates had been
100 basis points higher or lower during the year ended December 31, 2015, with all other variables held
constant, net income would have increased or decreased by 528 for the vear ended December 31, 2015,

{b) CREDIT RISK

Financial instruments that subject the Company 1o 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

BXperience,

The Company provides services to diverse clients in vanious industries and sectors of the economy, and
its credit sk is nol concentrated in any particular chant, industry, economic or geographic sector. In
addibon, managemeant 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
manitors accounts receivable with an internal target of working days of revenue in accounts receivable
(@ non-IFRS measure). At December 31, 2015 there were 62 working days of revenue in accounts
recanable, compared to 62 days at Decembser 31, 2074, The maximum exposung 1o credit fisk, at the
date of the consclidated statement of financial position o recognized financial assets s the camying
amount, net of any provisions for impairment of those assets, as disclosed in the consolidated statement
of financial pogition,

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. Mo collateral is held in respect of impaired assets or assets
that are past due but not impaired.
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The aging of the accounts receivable are detailed below with the entire allowance for impairment losses
relating to accounts receivable over 90 days:

AS AT
DECEMEER 31, 2015 DECEMBER 31, 2014

Current ] 44 283 ] 40,284
30 to 90 days 30,614 J2.241
Cher 90 days 46,185 48 676
Allowance for impairment losses (8.311) (15,750)
TOTAL 8 111, TH £ 106451

{e) 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
commitied credit facilifies (as described in Mote & — Fimancial Instruments) and access to capital
markets,

2n Qctober 5, 2015, 1Bl Group signed an amendment to refinance its credit faciities with its senior
lenders (refer o Nate 6 = Financial Instroments).

As at December 31, 2015, a foreign subsidiary of the Company had issued letters of credit in the amount
of U.S 52,300, The Company has pledged U.S5 32,300 (December 31, 2014 - 3nil) of cash as security
for these letters of credil issued by a foreign financial institution on behalf of the foreign subsidiary. In
accordance with the provisions of the confract, the Company expects U.S 51,176 to be unrestricted prior
to the end of the second quarter of 2016 and the remainder to be unresincted prior o end of the fourth
quarter of 2016 as the foreign subsidiary achieves certain milestones in relation to a local project.

46

IBI GROUP 2015 ANNUAL REPORT | 2015 FINANCIALS



1Bl GROUP INC. MOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS

The Company has the following contractual obligations as at December 31, 2015

YEARS ENDED DECEMBER 31

CARRYING 2016 2017 AND 20159 AND 2021 AND
AMOUNT 2018 2020 BEYOND
Accounts payable and 3 54423 5 54,423 3 . 3 - -
accrued liabilities
Credit facilities 72277 - 74872
Interest on credit facilities - 3,902 5,853 .
Convertible debentures 84,720 - 57.500 46,000
Intarast on convartibla - 6,670 11,615 1,610
debantures
Vendor notes payable’ 4 238 4 238 - -
Interest on vendor notes - 107 :
payable!
Consent fee notes payable 3,067 3,545 - -
Finance lease obligation 252 148 73 31
Total obligations 5 218,977 F 73033 $ 149913 5 47 641 3

(d} CAPITAL MANAGEMENT

The Company's objective in managing capital is to maintain a strong capital base 30 as to maintain
imsestor, creditor, and market confidence and to sustain future growth within the business. The Company
defines its capital as the aggregate of credit faciities, 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 shor-
term and long-term cash Nlow needs,

The Company has used the cradit facikbes to fund working capital. The cradit facimbes contain financial
covenants including a leverage ratio, interest coverage ratio, minimum Adjusted EBITDA? threshold,
and restrictions on distributions, if cerain conditions are not mel. The Company was in compliance with
all financial covenants as at December 31, 2015

L s dischosed in Mooe 10 - Nobes Payabie. he Compary anagosati F bmes of the vendor rotes papabie in January 3015 10 adend @ maturity o
Juni 30, 38

IHM i thay sl Tpciitios. Braamend. rgfgrenid I “Adiaied EBITOA™ i 00 ademirgs Baadong infinesd. intom g, Seprdsiption el
amotization. sdusted o ganioss afaing from axiratednary, urssull oF RoN-PBCUIMNG Rema; Soquisiion coits and defamed considerition revinmue;
FoN-CHLh Bapenses, gardions realined upan e dispoil of SapEal (ropiry. GRS On Monsgn ENchangs Rarslaton, ganices on purchass o
pedemption of becuites Eiued, gEnicss on fak valkualion of Bnancial Fstnements, amounts sftriatable fo minonty eguty mestsents, and inlecest
income. Adusted EBITDA is nol a recognired measuns under IFAS and does not have a standardized meanng prescrbed by IFRS, and the
Company's miathod of calculating Adpesied EBITDW many difer froen the methods used by other ssmiar enbes
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Az disclosed in Nole & = Financial Instruments, on July 23, 2014, the Company amended the 7.0%
convertible debentures with a face value of 348 000 to extend the maturity date from December 31,
2014 to June 30, 2018,

Az disclosed in Mole & - Financial Instruments, on December 18, 2015, the Company redeemed ils
5.75% convertible debentures at principal of $20,000.

As disclosed in Note 10 — Related Parly Transactions, on Decamber 18, 2015, the Company
completed a nghts offering, under which it issued additional commuan shares and Class B partnership
units, with the net proceeds being used fo repay the credit facilities and the Management Partnership
lzan, On December 31, 2015, the Company completed a private placemeant, under which it issued
additional commion shares, with the net proceeds being used to repay the Management Partnership
laan,

(e} FAIR VALUE MEASUREMENTS

The fair values of cash, restricted cash, accounts receivable, accounts payable and accrued liabilities,
vendor notes payable, consent fee noles payable and finance lease obligation 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 carmying
value due to the variable rate of interest of the debt,

IFRS T Financigl Instumenis - Disclosures, requires financial instrumenis that are measured
subsequent o initial recagnition at fair value, grouped in Levels 1 ta 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;

s Level 1 - inputs derived from quoted prices (unadjusted) in active markets for identical assels or
liabilities;

« Level 2 — inputs other than quoted prices included within Lavel 1 that are obsarvable for the assel
or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and

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

For financial instruments recognized at fair value on a recurring basis, the Company determines
whather transfers have occurred between lavels 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, 2015 and December 31, 2014,
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NOTES TO THE CONSQOLIDATED FINAMCIAL STATEMENTS

NOTE 13: CHANGE IN NON-CASH OPERATING WORKING CAPITAL

YEAR EMDED

DECEMEER 31, 2015 DECEMBER 31, 2014

Aecounts recavabla b 5024 5 (9,710}
Work in process 10,473 3,526
Prepaid expenses and other assels (1,180} {3, 502)
Accounts payable and accrued liabilities {6.931) 16,548
Deferred revenue 8,873 15,653
Met income taxes payable (B811) {488)
Change in non-cash operating working capital 5 15,448 - 22,026

NOTE 14: COMMITMENTS

Mon-cancellable operaling leases where the Company is the lessee are payable as set oul below.
These amounts represent the minimum annual future lease paymenis (excluding common area
maintenance costs and property taxes), in aggregate, that the Company 15 required to make under

existing operating lease agreements.

2016
2017
2018
2018
2020
Thereafier

5 19,796
18,188
15,003
12,750
11,242
80421

The Company leases certain property and equipment under operating leases. The leases typically run
for an initial lease panod with the polential to renew the leases after the initial period at the opbon of the

Company.

One of the leased properties has been sub-let by the Company. The lease expires in 2024 and the
sublease expires in 2018. Sublease payments of 51 457 are expected to be received during 2016.
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The rent expense recognized in the consolidated statement of comprehensive income (loss):

YEAR ENDED
DECEMEBER 31, 2015 DECEMBER 31, 2014

Leasa expense 5 25422 5 22414
Onerous lease provision (493) 4,798
Sublease income {1.457) (364)
Total rent expense 5 23466 % 26,848

NOTE 15: FINANCE COSTS (INCOME)

YEAR ENDED

DECEMEER 31, 2016 DECEMBER 31, 2014

Interest on credit facilities s 5,458 s 6,363
Interest on convertible debentures 7,781 7,820
Interest on consent fee notes payable 248 115
Mon-cash accrefion of converlible debeniures 5,283 3,705
Mon-cash accretion of consent fee notes pavable 436 193
Otheer 1,586 497
Interest expense, net 5 21,792 5 18,683
Financing oosts 5 334 5 =
Amaortizabon of deferred financing costs 245 3,803
Gain on extinguishment of 7.0% convertible - (18,700
Debentures
Other 329 32
Other finance costs (income) 3 a08 -4 (14,585)

o
s

Finance cosls for the year 22,700 4,108

NOTE 16: DEFERRED SHARE PLAN

The Company offers a deferred share plan ("DSP°) for independant members of the Board of Directors
("Board™). Under the DSP, direclors 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 1o 5727 Direclors can only redesam their DSPs for shares when they leave the Board.

During the year ended December 31, 2015, the Company granted 121,048 deferred shares (December

31, 2014 — 164,820) and redeemed no deferred shares {December 31, 2014 — 113,993), for a total of

329,002 deferred shares cutstanding as at December 31, 2015 (December 31, 2014 = 207 854).
S0
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Compensation expense for the vear ended December 31, 2015 related to the deferred shares was 3336
(December 31, 2014 - $383). There i no unrecognized compensation expense related to deferred
shares, since these awards vest immediately when granted.

The table below shows the DSP transactions for the year ended December 31, 2015

DEFERRED FAIR VALUE

SHARES
Balance, January 1, 2015 207 954 3 281
Deferred shares issued 121,048 224
Deferred shares redeemed . .
Change in fair value due to share price - 112
Balance, December 31, 2015 29,002 i T27

The table below shows the DSP transactions for the year ended Decembear 31, 2014:

DEFERRED FAIR VALUE

SHARES
Balance, January 1, 2014 157,127 $ 138
Deferred shares issued 164,820 289
Deferred shares redeemed (113,993) (140)
Change in fair value due to share price . 104
Balance, December 31, 2014 207 954 5 331

NOTE 17: 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 delerminable and in management’s opinion, it would nol 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 confractual terms, to counterparties in transactions such as purchase and sale contracts for
assets or shares, service agreemenis, and leasing transactions. The Company also indemnifies ils
directors and officers against any and all dlaims 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 vanous events, including
changes in or in the inlerpretation of laws and regulations, or as a result of litigation claims or statutory
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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 camies liability insurance, subject to certain deductibles and policy limils
that provides protection against certain insurable indemnifications. Historically, the Company has not
mada any significant payments under such indamnifications, and no provisions have been accrued in
the accompanying consolidated financial statements with respect to these indemnifications as it s not
probable that there will be an cutflow of resources,

NOTE 18: DISCONTINUED OPERATIONS

During 2014, management determined that cerain operations were no longer meaningful contributors
to net earmings, Accordingly, a decision was made to solicit bids from prospective purchasers in relation
to the sale of these operations.

On Oclober 2, 2014, an agreament was reached to sell certain net assets and operations of 1BLDuAA,
Group Ing.; CHE-IBI Group In¢. and Martin, Marcotte-Beinhaker Inc. (hereinafier collectively described
as “Quebec”), to Lemay. Subject to final closing adjustmenis, the gross proceeds for the sale of Quebec
were expected to be approximately 310902, As a part of this arrangement, the Company entered into
a saparate sublease agreamant with Lamay for the use of a partion of the Montreal premises fora 3.5
year term and with a one year renewal option, effective October 1, 2014, While the overall agreement
excludes the sale of any leasehold improvements made to the premises by the Company, it was
determined that Lemay is effectively obtaining some value from the use of these assets during the term
of the sublease and accordingly, approximately $500 of the procesds were allocated to the leasahold
impravemeants for the purposes of determining its fair value as of October 2, 2014

The Company also sold a 30% equity interest in China to Lemay for approximately $510, subject to final
closing adjustments. In addibon, a 19% equity interest in China was sold to Champlain in exchange for
a nan-interest bearing recaivable for S475. The receivable was to be sattled based on an earn-out pariod
over the next four years, The Company has determined that this receivable is nol collectible and as such
has recognized an impairment charge for the discounted value of 3359 through the consolidated
stalement of comprehensive income (loss) during the year ended December 31, 2015. Champlain is
100% owned by Daniel Arbour, who has led 1Bl Group's operations in China and is a related party to
the Company.

On closing, Lemay paid $9,082 in cash and amounts of $2 330 and 1,344 were held in escrow wntil
conditions of the escrow, which included a final calculation of working capital were setffed. Afler the
finalization of the closing adjustments and the satisfacton of certain past-closing condibons, the total
proceeds received from Lemay were $8.979 in cash and amounts held in escrow. The final
determination of the working capital of the Quebec assets was subject to an arbifration process, the
putcome of which was not determined until 2015. During the year ended December 31, 2015, the
arbitration process concluded that the purchase price was 1o be reduced by $3.777. The 52,330 held in
escrow was returned to Lemay, along with payment of 5770 of the Company’s funds, and the assignment
of 3677 of the 51,344 escrow amount. The remaining $667 of the 31,344 remains in escrow at December
31, 2015 and will be released in instalments over the pericd to March 31, 2018,

Az the sale of Quebec and the 459% equity interest in China met the definition of “discontinued
operations” under IFRS 5 as at December 31, 2014, the net loss, other comprehensive kass and total
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comprehensive loss associated with those operations have been reclassified from continuing operations
to discontinued operabons,

IFRS 5 requires assets held for sale to be measured at the lower of their camrying value and fair value
less cosis to sell. When the assels of these entities were held for sale, management evaluated the
expected fair value less costs o sell and determined that it was lower than the carrying value, based on
the purchase price consideration noted above, nel of transaction costs for approximately 5594, As a
result, an impairment charge of $479 was recorded against the net assets sold in Quebec and a $4,172
impairment charge was recorded against the nel assels sold in China. The combined impairment charge
of 34,651 was recorded in the loss from discontinued operations in the consolidated statement of
comprehensive loss for the year ended December 31, 2014, As a result of the finalizathon of the
arbitralion process during 2015, an additional $1,514 has been recorded in the koss from discontinued
operations for the year ended December 31, 2015

The following table summanzes the net loss and cash flows from discontinued operations for Quabac
and China combined far the year ended December 31, 2014:

YEAR ENDED
DECEMEER
a1, X4
Fnvanue -] 23 480
Expsngas 24,750
ImpaEment on remeasurement of dscontned (6.581)
operations
OPERATING LOSS {B,251)
Fnanoe cosls s
Cainranl ames Ba
Cumulative translation adjustment recognition 434
HET LOSS FROM DESCONTINUED OPERATIONS 5 8,07 H)
Mal hoss Trom deconbnued operalions annbutable io
Common sharsholders 5 (7083
Man-conirolling inbernast 12,016)
Mot cash used in operating activisies 5 {42)
Mat cash used in Tnancing actvibies [137)
et cash used in nvestng activities (-4
EMect ol foreign cumancy ranslabon 22
HET DECREASE 1N CASH DURBNG THE PERIOD (250)
Cash, beginning of pericd an
CASH, END OF PERKID 5 B1

The following table summarizes the effect of the disposal of Quebec and China on the financial
position of the Company as at December 31, 2014:
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DECEMBER 31,

2014

Cash ] 282
Accounts receivable 9221
Woek in process 5.506
Prepaid expenses and other cument assets 2. 358
Froperty and equipnmsn 1.084
Accounts payable and accrued liabilities (3,6088)
Dafirred mevenue (1,874)
Income taxes payalbha [(43)
Due to related parties (1.565)
NET ASSETS AMD LIABILITIES 5 11412
Consideration recaersed 11,412
Less: Cash held in escnomw 2.330
NET CASH IMFLOWY 5 9082

Management determined that the expected benefits o be derived by the Company for the leasehold
improvements made to the Montreal premises were not fully recoverable and therefore, an impairment
charge of 33,248 was recorded to impairment of property and equipment in continuing operations in the
consolidated statement of comprehensive loss for the year ended December 31, 2014,

Furthermore, Management determined that the head lease for the Montreal premises constitutes an
onercus lease contract and therefore, has recorded a charge of 55,129 in rent expense from continuing
operations in the consolidated statement of comprehensive koss for the year ended December 31, 2014,
given the expecled benefits to be derived by the Company from this coniract were [ower than the
unavoidable cost of meeting its obligations under the confract. Az al December 31, 2015, the
outstanding balance of the provision was $4,239 (December 31, 2014 - $4,738). The provision
represents the present value of the future lease paymenis that the Company is presently obligated to
make under a non-cancellable head kease contract discounted at a pre-tax risk free discount rate of 2%,
less the recovery of the tenant improvement allowance and estimaled fulure sublease income. The
estimate may vary as a result of changes in the ulilizaton of the leased premises and sublaase
arrangements where applicable, The unexpiréd term of the head lease is until March 1, 2024,
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NOTE 19: NOTES PAYABLE
The movement in the vendor notes payable for the year ended December 31, 2015 is as follows:

Balance, January 1, 2014 5 5,381
Repayment (783)
Foreign exchange 427
Balance, December 31, 2014 5 5013
Repayment (1,609)
Foreign exchange 834
BALANCE, DECEMBER 31, 2015 L3 4238

The Company had notes payable due 1o the former owners of acquired businesses of 32 777 which
was due on Saptember 30, 2014 and the remaining balance was due on December 11, 2014, In
January 2015, the Company agreed lo an extension of the maturity of the notes payable to June 30,
2016. Monthly payments on these notes payable are U.S 100 until May 31, 2016 with a balloon
payment of LS $2 588 due June 30, 2016.

The movement in the consent fee noles payable for the year ended December 31, 2015 is as follows.

TOTAL
Balance, January 1, 2015 5 2631
Accretion 436
BALANCE, DECEMEER 31, 2015 5 3,067

Sea Mole 6 - Financial Instruments for further details regarding the issuance of consant fee noles
related to the amendment of the 7.0% convertible debentures during 2014,

NOTE 20: INVESTMENT IN EQUITY ACCOUNTED INVESTEE
As described in Nole 18 — Discontinued Operations, on October 2, 2014, the Company’s interest in
China decreased from 100% 1o 51%. Although the Company retained 51% inferest in China, the

Company has delermined that it does not have control of this entity and thus it is being accounted for
as an equity investment subsequent o the sale.
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The following table summarizes the financial information of China as included in its own financial
stalements, adjusted for fair value adjustments at acquisibon and differences in accounting policies.
The table also reconciles the summarized financial information to the canrying amount of the Company's
interest in China as at December 31, 2015 and December 31, 2014.

DECEMEER DECEMEER
31, 2015 3, 2014

Current assels ] 1,882 % 3,852

Maon-current assals = =

Current iabilities 531 647

Mon-current liabilities 1,287 1,603
MET ASSETS (100%) Bd 1,602
SHARE OF MET ASSETS OF EQUITY ACCOUNTED 5 22 % 817
INVESTEE (51%)

The information presented in the following table incledes the results of China for the year ended
December 31, 2015 and the peried from October 3, 2014 to December 31, 2014 since this investment
was accounted for as a consolidated subsidiary prior to that date.

JANUARY 1, OCTOBER 3,

2015 - 2014 -

DECEMEER DECEMBER

31, 2018 31, 2014

Revenue - 1,212 5 754
Met loss from continuing operatons (1.539) {159)
Cither comprehensive loss - -
Total comprehensive loss {1,539} (159)
SHARE OF TOTAL COMPREHEMSIVE LOSS (51%) 3 (F85) 5 (81)
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The following table reconciles the Company’s invesiment in China as at December 31, 2015 and
Decambear 31, 2014:

Investment in China, October 3, 2014

5 gas

Share of loss (81}
Investment in China, December 31, 2014 ] 8T
Share of loss (TB5)
Investment in China, December 31, 2015 ] 32

NOTE 21: SUBSEQUENT EVENT

On January 15, 2016, the Company granted 550,000 oplions o management under the terms of the
Company's Stock Option Plan at a price of $2.33 per share.
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materially different from those contained in forward-looking statements. Given these risks and uncarainties,
investors should not place undue reliance on forward-locking statements as a prediction of actual results.
Although the forward-locking 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
17, 2016,

The factors used to develop revenue forecast in this MDEA include the tolal amount of work the Company
has signed an agreement with its clients to complete, the timeling in which that work will be completed
based on the current pace of work the company achieved over the last 12 months and expects o achieve
over the next 12 months. The Company updates these assumptions at each reporting period and adjusis
its forward looking information as necessary.

COMPANY PROFILE

The business of the Company is conducted through 1Bl Group, a global architecture, engineering, planning
and technology enfity, which operates 63 offices in 11 countries across the world.,

|Bl Group has one operating segment, consulting services, which is concentrated in three practice areas:

= [ntelligence
= Buildings
= Infrastructure

|Bl 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 gecgraphy, real estate analysis, landscape architecture, communicalions enginesaring,
software development, and many other areas of expertise, all contributing to the three areas in which 1BI
Group practices.

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

4 = 1B Groupy Inc. = December 39, 2015



OUTLOOK

The following represents forward looking information and users are cautioned thal actual results may vary.

Management is forecasting approximately $355 milion in tolal revenue for the year ended December 31,
2016, The Company currenlly has $385 million of work that is committed and under contract for the next
three yvears., This committed workload is a material factor and assumption used (o develop revenue
forecasts. The Company continues 1o see an increase in committed work to be deliverad in 2016. The
Company has approximately eleven 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, 2015).

The Company bases its view of industry perdformance on:

1. Annual survey completed by The Environmental Financial Consulling Group, Inc CEFGG™) which
focuses on architecture and engineearing industries.

2. The reported performance of the Company's direct competitors.

3. The reports published by market analysts covering firms in the Company’s busingss sechors.

The Company has returned 1o Adjusted EBITDA' marngins in line with industry averages. Based on the most
recent review of this information, EBITDA marging in the industry average 8-12%.

Ongoing efforts are underway to improve the monitoring of financial results, identify synergies and
implement cost management initiatives, as well as strengthen the billings and collections process. The
Company continues to seek out opportunities to enhance profitabilty.

' See “Definition of Non-IFRS Measures”.

& = 1B Group Inc. = December 39, 2015
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(in thousands of Canadian dollars except for per share amounts)

THREE THREE YEAR EMDED YEAR ENDED
MONTHS MONTHS DECEMEBEER 31, DECEMBER 31,
ENDED EMDELY 2015 2014
DECEMBER 31, DECEMBER 31,
2015 2014

(eansmiacinma] LT

baarbar of working days [ B3 251 51
s i 5 H4813 = 5, 5 AFTEE % 23 2T
Mt income (ke from confineng opaeeations E e % {4, 125) £ 11,338 % 5.0
st b e oisacoritina s copatsr afaoes s 461 = {840 1 {1,873 = (8,07a)
i irzcerun (Rskap 5 528 5 {6.974) 5 D46 5 (3, 160)
Cash flows prosdded by oparating aotwhes £ 14248 % 0,508 1 WaM = 24 5305
Blarsic ard diluted sanmings o shae s 00z 5 (0. 300 % o441 % (0. 143
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OVERVIEW

KEY EVENTS

Adjusted EBITDAY has increased $3.8 million for the three months ended December 31, 2015 and
5107 million for the vear ended December 31, 2015, as a result of stronger operating performancs.

On Oclober 5, 2015, the Company secured an agreement 1o refinance its credit facilities under the
existing banking arrangement with its semior lenders. The new arangemeant consists of a $90
million revob/er facility, of which a maximum of $10 million is available under a swing kine facility
and will mature on June 30, 2018,

On December 18, 2015, the Company financed the redemption of its 5.75% Debentures for $20.0
million cash from the credit facilities at principal of 51,000 principal per unit, plus accrued and
unpaid interest.

On December 18, 2015, the Company issued common shares under a rights offering. the proceeds
of which were used o repay the Company’s credit facilities and the indebledness owing by the
Company o 1Bl Group Management Parinership (the *Management Partnership®). Concurrently

' See “Definition of Non-IFRS Measures”.
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with the rights offering, 181 Group issued 1o the Management Partnership, Class B partnership units
on lerms substantially similar to those of the rights offering, the proceeds of which were used to
repay the indebtedness owing by the Company to the Management Parinership, On December 31,
2015, the Company completed a private placement, issuing shares to the Managemeani Parinership
in full satisfaction of the remainder of the indebedness owing 1o the Management Parnership.

= [nJanuary 2015, the Company renegoliated the terms of the remaining balance of its notes payable
due to the former owners of acquired business to extend the maturity to June 30, 2016,

DISCONTINUED OPERATIONS

MNet loss from discontinued operations was 30.5 million for the three months ended December 31, 2015 and
1.9 million for the year ended December 31, 2015, as a result of the purchase price adjustment for the
sale of Quebec business and the impairment of the receivable related to the sale of the 19% equity inlerest
in 1Bl China Holdings Limited ("China™) (refer to Note 18 = Discontinued COperations of the audited
consolidated financial stalements).

MNet loss from discontinued operations was $2.9 milion for the three months ended December 31, 2014
attributable to expenses incurred in discontinued operations in this period with nil revenues, Net loss from
discontinued operations for the year ended December 31, 2014 was 59.1 million attributable t© revenues
of $23.5 million offset by expenses of $32.6 million.

STATEMENT OF COMPREHENSIVE INCOME (LOSS5)

Revenue for the three months ended December 31, 2015 was 354.9 million, compared with $75.0 million
in the same perod in 2014, an increase of 13.2%. Revenue for the year ended December 31, 2015 was
£327.1 million, compared with $288.3 million for the same period in 2014, an increase of 9.7%. The increase
in revenue from continuing operations is due to growth in the Canadian business, including the
commencement of work on the ECLRT Project. as well as the impact of forelgn exchange on LS and
International revenues which are comparable to the pricor periods in local currencies.

For the three months ended December 31, 20135, the Company had net income from continuing operations
of 51.0 milllon compared to a loss of 34.1 million for the same period in 2014, Net income from continuing
operations for the three months ended December 31, 2015 is attributable o an increase in revenue and the
positive impact of foreign exchange gain, offset by an increase in operating expenses. Met loss from
continuing operations for the three months ended December 31, 2014 was atributable o the write-off of
deferred financing charges of $2.5 milion, as well as the accretion of the 7.0% convertible debentures and
consent fee noles pavable of 1.7 million,

Netincome from continuing operations for the year ended December 31, 2015 was $11.3 milion compared
to £5.9 million for the same period in 2014, Met income from continuing operalions for the yvear ended
December 31, 2015 is altributable to an increase in revenue and the positive impact of foreign exchange
gain, offsel by an increase in operating expenses. Net income from continuing operations for the year ended
December 31, 2014 was impacted by ceriain transactions, including the gain on extinguishment of the 7.0%
converible debentures, the recognition of the onerous lease provision, as well as the impairment on
propenty and equipment related 1o the Montreal leasehold iImprovements.
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Basic and diluted earnings per share from continuing operations was $0.04 per share for the three months
ended December 31, 2015, compared to a loss per share of $0.18 for the same period in 2014, Basic and
diluled earnings per share from continuing operations was 50,49 per share for the year ended December
31, 2015, compared to eamings per share from continuing operations of $0.26 for the same peniod in 2014,
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RESULTS OF OPERATIONS

The results of operations presented balow should be read in conjunction with the applicable annual audited

consolidated financial stalements and related notes thereto, prepared in accordance with IFRS,
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DESCRIPTION OF VARIANCES IN OPERATING RESULTS

i} REVENUE FROM CONTINUING OPERATIONS

The Company reports revenue el of direct recoverabile costs as these costs can vary significantly from
contract to contract and are nod indicative of its professional sericas BUuSINass,

Revenue from continuing operatons for the three months ended December 31, 2015 was an increase of
598 millkion or 13.2% compared 1o the same pariod in 2014, Revenue rom continuing operations for the
vaar ended December 31, 2015 was an increase of 5288 million or 9.7% compared to the same peniod in
2014, The increase in revenue from continuing operations i5 due to the growth n the Canadian business,
as well as the mpact of forgign exchange on U.S and Intemational revenues which are comparable 1o the
prior paticd in loeal currencies.

The impact of foreign exchange on revenue from continuing operations for the three months ended
Decemnber 31, 2015 was an additional $6.9 milion of revenue compared to the same period in 2014, The
impact of foreign exchange on revenue from continuing operations for the year ended December 31, 2015
was an additional $18.8 million of revenue comipared to the same period in 2014,

i} SALARIES, FEES, AND EMPLOYEE BEMEFITS FROM CONTINUING OPERATIONS

Salaries, fees, and employves benefits from conlinuing oparatons for the three months endad Decamber
3, 2015 was 559.2 milkon compared with $53.9 million in the same pericd in 2014, As a percenfage of
revenues, salaras, fees and employee benefilts from continuing operations for the three months ended
Decamber 31, 2015 was 68.7% compared to 71.9% for the same period in 2074,

Salaries, fees and employee benefits from continuing operations for the year ended December 31, 2015
was 5229 8 million, cormpaned with 52 12,2 million for the samea perod in 2014, As a percentage of revanuess,
salaras, fees and employes benefits from continuing operatons for the year endad Dacember 31, 2015
was 70.3% compared 1o 71.1% for the same penod in 2014,

The increase is due o the impact of forgign exchange on U.S and Inteamational salaries, fees and employes
benafits which are comparabla o the prior periad in loeal currencies. The impact of foragn exchangs on
salares, fees and employes benafits from continuing operations for b three months ended December 31,
2015 was an additional $5.0 million of expense compared o the same period in 2014, The impact of foreign
axchange on salaras, fees and employes benefits for the wear ended Dacember 31, 2015 was an addiional
5143 million of expense compared to the same penod in 2014,

i) RENT FROM CONTINUING OPERATIONS

Rent from cantinuing operations for the thres months ended Dacamber 31, 2015 was £5.9 milkon companad
to $5.2 million in the same period in 2014, The increase is due to the impact of foreign exchange on U.S
and Intermational rent which is comparable the prior penod in local currencies.

Rent from continuing operations for the year ended December 31, 2015 was $23.5 milkon, comparad with
£26.9 million for the same period in 2014, The decrease is primarily attributable to a $4.7 million charge for
the onerous lease in Montreal in 2014 and an increass in sublease income on the Monireal lease of 1.1
rmillion which was enterad into during the three months anded Decamber 31, 2014, offset by a 50.2 million
penalty incurmed on the early termination of one of the Toronio office leases,
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The impact of foredgn exchange on rent from continuing operations for the three months ended December
M, 2015 was an additional 20.5 million of expense compared to the same period in 2014, The impact of
foreign exchangs on rent for the year ended December 31, 2015 was an additional $1.5 million of expense
compared to the same period in 2014,

iv) OTHER OPERATING EXPENSES FROM CONTINUING OPERATIONS

Other operating expenses from continuing operalions for the three months ended December 31, 2015 was
$10.3 million compared to $10.0 million in the same period in 2014, The increass is due to the impact of
foreign exchange on U.S and International operating expenses which are comparable to the prior period in
local currencies. As a percentage of revenues, operating expenses for the three months ended December
31, 2015 were 12.1% compared to 13.3% for the same perod in 2014, The impact of foreign exchange an
other operating expenses from conlinuing operations for the three months ended December 31, 2015 was
an additional $0.8 million of expense compared o the same perigd in 2014,

Oiher operating expenses from continuing operations for the yvear ended Decamber 31, 2015 was 537.1
million, compared to $38,8 million for the same period in 2014, The decrease is due o the impact of foreign
exchange on U3 and International operating expenses which are comparable o the prior peried in local
cumrencies. As a percentage of revenues, operating expenses for the year ended December 31, 2015 were
11.3% compared ko 13.0% for the same period in 2014, The impact of foreign exchange on other operating
expenses from continuing operations for the year ended December 31, 2015 was an additional $2.0 milkon
of expense compared 1o the same period in 2014,

A reduction in overhead expenses as a percentage of revenues has been a continued area of focus for the
Company as we look to improve overall efficiency.

During the yvear, the Company paid $0.8 million to professional advisors to assist in the restructuring of the
balance sheet compared to $3.9 million in 2014,

) FOREIGN EXCHANGE GAIN FROM CONTINUING OPERATIONS

Foreign exchange gain from continuing operations for the three months ended December 31, 2015 was
1.8 million compared o $0.8 milion in the same period in 2014, Foreign exchange gain from continuing
operations for the year ended December 31, 2015 was 58,7 million compared to $2.1 million for the same
period im 2014, The foreign exchange gain is pimarnly atmbutable to forelgn exchange rate movements
between the Canadian dollar, U.S dollar and British pound as functional currencies of the Company's
subsidiaries and olher local currencies of international subsidiaries, as well as intercompany leans made
by the Canadian parent company in the functional currencies of foreign subsidiaries that is not consikdered
part of the permanent investment in the foreign subsidiaries.

Wi} AMORTIZATION OF INTANGIBLE ASSETS FROM CONTINUING OPERATIONS

Amodtization of intangible assets from continuing operations was $0.2 million for the three months ended
December 31, 2015 and $0.8 million for the year ended December 31, 2015, which is consistent with the
respective comparative periods in 2014,
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wil) AMORTIZATION OF PROPERTY AND EQUIPMENT FROM CONTINUING OPERATIONS

Amortization of property and equipment from continuing operations for the three months ended December
1, 2015 was $1.2 million compared to $1.0 million for the same period in 2014,

Amortization of property and equipment from continuing operations for the year ended December 31, 2015
was 34.0 million compared to 2.7 million for the same pericd in 2014, The increase is primarily atiributable
to amodization on capital expenditures related fo office moves, as well as compuler software acquired
during the latier half of 2014,

wiii) IMPAIRMENT OF PROPERTY AND EQUIPMENT FROM CONTINUING OPERATIONS

For the three months ended December 31, 2015 and 2014, the Company did not record any impairment
charges on property and equipment.

Impairment of property and equipment from continuing operations for the year ended December 31, 2015
was Enil compared to $3.2 million for the same period in 2014, The impairment in 2014 was a result of the
write-cff of the leasehold improvemeants in Momtreal.

ix} IMPAIRMENT OF FINANCIAL ASSETS FROM CONTINUING OPERATIONS

Impairment of financial assets from continuing operations for the three months ended December 31, 2015
was 31.0 million compared o $0.5 milon in the same period in 2014. The increase is primarily attributable
to an increase in reserves taken in the ULS in Q4, as well as the impact of foreign exchangs on these
reserves,

Impairment of financial assets from continuing operations for the year ended December 31, 2015 was 51.5
million compared to $2.8 million for the same period in 2014, The decrease is consistent with the Company's
ongoing efforts to focus on collections, resulting in & decrease in write-offs of accounts receivable.

) INTEREST EXFENSE FROM CONTINUING OPERATIONS

Interest expense from continuing operations for the three months ended December 31, 2015 was $5.7
million compared o $5.2 million for the same peried in 2014, The increase is primarily attributable o an
increase of 307 milkon in non-cash accretion on the convertible debeniures due o the redemplion of the
5.75% convertible debentures on December 18, 2015, This increase is offsel by a decrease of $0.4 million
in interest on the credil facilities as a result of a decrease in the inlerest rate on the credit facilities upon
renegotiation of the facilities on October 5, 2015, See discussion in the lguidity risk section of this MD&A
for further details,

Interest expense from continuing operations for the year ended December 31, 2015 was $21.8 million
compared with 318.7 million for the same period In 2014. The increase of $3.1 milllon is primarily attributable
to an increase of $2.6 million in non-cash accretion on the convertible debentures due 1o the amendment
of the ¥.0% convertible debentures in 2014 and an increase of 0.1 million in interest and $0.2 million in
non-cash accretion on the related issuance of consent fee notes payable. In addition, there was an
additional $0.5 million of interest on the Management Parinership loan. These increases were offsel by a
decrease of 30,9 million of interest on the Company's credit facilities.
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i) OTHER FINANCE COSTS (INCOME) FROM CONTINUING OPERATIONS

Other finance costs from continuing operations for the three months ended December 31, 2015 were 30.4
millicn compared to $3.1 million in the same peried in 2014, The decrease is primarily attributable to the
52.5 million write-off of deferred financing charges related to the amendment of the credit facilities during
the three months ended December 31, 2014,

Other finance costs from continuing operations for the vear ended December 31, 2015 were $0.2 million
compared to income of 314.6 million for same period in 2014. The change was primarily due to the net gain
on extinguishment of the 7.0% convertible debentures of $18.7 milkon in the third quarter of 2014, offset by
the write off of deferred financing costs of $2.5 milion related to the extinguishment of the credit facilities in
the fourth quarter of 2014,

i) INCOME TAXES FROM CONTINUING OPERATIONS

Income: laxes from continuing cperations for the three months ended December 31, 2015 was an expense
of 51.8 milion with an effective income tax rate of 64.0% compared 1o an expense of $0.4 million with an
effective income lax rate of (11.2)% for the same period in 2014, The increase in the effective tax rate for
the three months ended December 31, 2015 was attributable to the composition of income in the various
jurnisdictions in which the Company operates, partnership income alocation, and changes in the valuation
of deferred tax assets. The lax expense for the three months ended December 31, 2014 was attributable
to LS losses which were not tax effecled, as well as income generated in other jurisdictions in which the
COompany operates.

Income taxes from continuing operations for the year ended December 31, 2015 was an expense of 34.2
millicn with an effective tax rate of 26.9% compared with an expense of 32.8 million with an effective fax
rate of 32.4% for the same period in 2014. The decrease in the effective tax rate for the year ended
December 31, 2015 was primarily a result of the U.S operations wtilizing previously unrecognized deferred
tax assets during 2015,

will) MET INCOME (LOSS) FROM CONTINUING OFERATIONS

MNet income from continuing operations for the three months ended December 31, 2015 was $1.0 milkon
compared to a loss of 34,1 million for the same peried in 2014, The faciors impacting this are set out in the
description of individual line items above.

MNetincome from continuing operations for the vear ended December 31, 2015 was $11.3 million compared
to 5.9 million for the same peried in 2014, The factors impacting this are sel oul in the description of
individual line items above.
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Adjusted EBITDA" for the three months and year ended December 31, 2015 has increased by 3.8 million
and 310.7 million, respectively, a5 a result of stronger operating perfformance from a decrease in operating
expenses and an increase in revenug generaled from the Canadian business. Specific pre-tax items that
have impacted net income (loss) from continuing operations for the three months and year ended December

3, 2015 and December 31, 2014 are as follows:

THREE THREE

MONTHS MOMNTHS YEAR YEAR
{in thousands of Canadian dolars) ENDED ENDED ENDED ENDED
DECEMBER DECEMBER DECEMBER DECEMBER
3, 215 3, 2014 31, 2015 31, 2014

(unandied)  [unaudibed)
e L ] 1,812 783 8,500 2,080
Impairment on leasshald mprovemeants = = (3.248)
Provision on cnernous lsase - - (5.128)

Gain on extinguishment of 7.0%

cormvertible debentures, nel of deferred .
financing costs expenged 18,700
S 1,812 783 8,699 12,412

Following is a summary of finance costs (income) for the year ended December 31, 2015 and December

31, 2014:
o i YEAR ENDED

DECEMBER DECEWMBER
fin thousands of Canadian dolas) M, A5 3, 2014
Interest cn credit faclitias 5,458 6,363
Inlerest on convertible debenbures T.781 T.820
Interest on consent fee nobes payable 248 115
Mon-cash accreion of comertide debenbunes 6283 3,705
Mon-cash accration of consant fes nobes payable 405 183
Cithvizr 1,586 487
INTEREST EXPEMNSE, NET 21,792 18,693
Financing cosis 314 .
Amaortization of deferrad financing costs 5 3,803
Gain on extinguishment of 7% converible debentures - (18, 700)
Oitver 3 312
OTHER FIMAMCE COSTS (INCOME) 906 {14,585)
FINANCE COSTS 22 700 4,108

' See “Definition of Non-IFRS Measures”.
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SUMMARY OF FOREIGN EXCHANGE IMPACT

The following is a summary of the forgign exchangs impadt on revenue and lotal expenses for the theea

manths and year ended Decembar 31, 2015:

gain

THREE THREE
MONTHS MOMNTHS
s ra of ENDED ENDED FOREIGN
R DECEMBER DECEMBER EXCHANGE OPERATING
31, 2015 31,2014 CHANGE  IMPACT CHANGE
Revenue 84,913 75,030 8,883 6,919 2,964
L T bt 77,785 7147 6,638 6,482 156
gain - - ; .
YEAR YEAR
. . ENDED ENDED FOREIGHN
g acueczancly of Canncinr colers] DECEMBER DECEMBER EXCHANGE OPERATING
31,2015 31,2014 CHANGE  IMPACT CHANGE
Revenue T 062 208274 28,818 18,752 10,066
Tebal mpansss, nat of fonsign scchangs 206,706 287413 0,383 18,200 (8.626)
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SELECTED ANNUAL INFORMATION

The selected information presented below should be read in conjunction with the applicable annual audited
consolidated financial stalements and related notes thereto, prepared in accordance with IFRS,

YEAR ERDED

DECEMBER DECEMBER DECEMBER
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Bt frrned ol eaaTeioecen [oied SL5ans T covsminiegy esnialioers 5 04 5 BI85 (944
B el cibabond ininiregs et sluarm froen Since 1 3 {0.08) § 040 % {061}

DECEMBER DECEMBER CECEMBER

in Mousana of Canadisn oodkars ) 3, DNE 3, M M, 213
TOTAL ASSETS ¥ 3S5keh 0§ HItEd $ 4281
O A s Provrsong 1 3244 5 4,081 & =
Diubir B2 rlatied bl - - 10,000
Carmanl lise rolie payalie - 2831
Frnarce lsase oblgaton ] L] e
Coroddit bacdos T22TT 82423 B854
Confrariti b btk 24720 2437 .00
Dilesrrad Lo bbby 5,660 8030 2016
TOTAL LOKG-TERA LIABALITIES £  1BT.00S & iTT4ET § 185424

MET INCOME FROM CONTINUING OFERATIONS

In 2013, the Company’s net income from continuing operations was significanty impacted by the wrile-off
of accounts receivable and WIP, as well as impairment of goodwill and mtangibles.

vy  ADJUSTED EBITDA' FROM CONTINUING OPERATIONS

All of the factors outlined above have been adjusted for the discussion in the non-IFRS measure, Adjusted
EEITDA'. The following summary of quarierly results oullines all the items which comprise the difference
between nel income (loss) from continuing operations in each of the following quarters.

! See "Definibon of Mon-FRS Measureas
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ADJUSTED EBITDA' FROM CONTINUING OPERATIONS FOR THE PREVIOUS
EIGHT QUARTERS

The following table provides quarterly historical financial data for the Company for each of the eight most
recanly comphated quarters, This information should be read in conjunction with the applicable interim
unaudited and annual avdited consalidated fnancial statamams and ralated notes therslo, prepaned in
accordance with IFRE.
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kel el fov e
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neome (Lods
Contiming cpuratons 990 8.226 1594 2516 4.125) 8596 1828 1219
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Inliare] gnparas, el S.851 5208 5.7 5114 0487 245M 4,264 4082
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1 See “Deffnition of Non=-IFRS Measures”
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IMPACT OF TRENDS ON QUARTERLY RESLULTS

iy REVENUE

Consclidated quarterly revenue is impacied by the available chargeable hours which are typically lowest in
the third quarter following the summer as a resull of staff taking vacations during the summer. Revenue

was positively impacted in the third and fourth quarters of 2015 a5 a result of the commencement of work
on the ECLRT Project.

In addition, revenue is impacted by WIP reserves and foreign exchange rates, which can either positively
or negatively impact revenue,

i) MNET INCOME (LOSS) FROM CONTINUING OPERATIONS

MNetincome (koss) from continuing operations was positively impacted in the third quarter of 2014 as a result
of the net gain on extinguishment of the 7.0% converible debentures of $18.7 million.

Net income (loss) from continuing operations was negatively impacted in the fourth quarier of 2014 as a
resull of the write off of the deferred financing costs related to the extinguishment of the credit facilities of
$2.5 milllion.

MNet income (loss) from continuing operations was positively impacted in the first, third and fourth quarers
of 2015 as a result of foreign exchange gains of $3.2 million, $3.8 million and $1.8 million respectively.
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LIQUIDITY AND CAPITAL RESOURCES

WORKING CAPITAL
The following table represents the working capital information;

fin thousands of Canadian DECEMBER 31, 2015 DECEMBER 31, 2014 CHANGE
dallars)

Currenl assels $ 217.220 5 212430 5 d 90
Current liasiibes (103,118) {113,241) 10,125
WORKING CAPITAL 114,104 9,160 14,915

Current assels increased by 54.8 million as al December 31, 2015 when compared with December 31,
2014, This was due to 53.2 milllion of restricted cash recorded in 2015, a §5.3 million incréase in accounts
receivable, a 2.4 million increase in prepaid expenses and other current assels and a $1.0 million increase
in income laxes recoverable, offset by a 52 .4 million decrease in cash and a $4.7 million decrease in WIP.
The current portion of restricted cash recorded in 2015 was ralated to the amount the Company has pledged
as security for batters of credit issued by a foreign financial instifution on behalf of a foraign subsidiary of
the Company. The increase in accounts receivable and the dacreass in WIP is due o the Company's
ongaing efforts 1o improve the bilings process. Although revenue has increasad by 9.7%, on 8 combined
basis accounts receivable and WIP has increased 50.6 million or 0.3% as at Decembear 31, 2015 when
compared with December 31, 2014, The increase in prapaid expansas and other current assets is pamarily
due fo prepayments for computer software licenses, as well as prepayments to the Management
Parinership bank account for directors” compensation,

Theare was an increass in cumanl assets due o forgign exchange as at December 31, 2015 of $18.5 million
comparad to 565 million as at Dacember 31, 2014, As a result, 512.0 million of the increase in current
assats is comprisad of forsign exchanga.

Current liabilities decreased by $10.1 million as at December 31, 2015 when comparned with December 31,
2014. This was primarily due to a $3.0 million dacreassa in accounts payable and accrued liabilties, a 0.8
million decrease in vendor noles payable, a decreasa in the current portion of finance lease obligation of
=05 millkon, a decrease in the current porion of credil fadlities of 5100 million, a decrease in due to related
parties of 510.0 million, offset by an intrease in deferred revenue of $10,7 millkon, an increase in income
taxes payable of 50,2 million and an incréase in the current portion of consent fee notes payable of $3.1
millicn. The decrease in accounts payable and accrued liabdlilies of 5.5% is consistent with (he decrease in
other operating expensas of 4 4% compared to the yvaar ended December 31, 2015, Tha decreasea in vendor
notes payabla is dua to repayments net of foreign exchange révaluations since Decamber 31, 2014. As a
ressull of the refinancing of the cradit fadlities during the fourth quarter of 2015 (refer o the lquidity nisk
seclion of this MD&A), the antire balance has been classified as long term. The amount due to relaled
parties was repaid as a result of the rights offering and private placement during the fourth quarter of 2015
(refer 1o the overview saction of this MD&A), Deferred revenue increased a5 a result of improved Gillings
procedurss across the Company. As the consent fea note payable becomeas dua on Decamber 31, 2018,
the eniire balance has baan classified as curmrent as at Decembear 31, 2015.

Theare was an intréase in currant liabilities dusa to foreign exchange as at Decamber 31, 2015 of $6.6 milion
compared to $3.8 million as at December 21, 2014, As a resulf, 53.0 million of the increase in current
liabilities s comprised of foreign axchange,
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WORKING CAPITAL MEASURED IN NUMBER OF DAY S 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 incured costs, Therefore, to measure number of days oulstanding of working

capital, the gross billings, which include the billings for recovery of project expenses, woukd result in a more
congistent calculation.

The table below calculates working days on a frailing twelve month basis, measured as days outstanding
on grass billings. which s estimated to be approximately 34% greater than net fee volume.

December 31, | September 30, Jeime 30, March 31, December
WORKING DAYS OF GROSS 2015 2015 2015 2015 a1, 2094*
BILLINGS OUTSTANDING® [unaudited) [unaudited) | (unaudited)
Accounts receivable 62 65 62 &8 62
WiIP 45 52 54 55 57
Deferred revenue {22) {23) {20 21} (18
&5 a4 a6 102 100

“These fgures e been sdusted 1o sxelude resulls from decontnued aperabons

The days sales outstanding as at December 31, 2015 has decreased by 15 days compared to December
31, 2014, The Company conlinues 1o camy oul regular comprehensive reviews of its WIP and accounis
receivable and has achieved significant improvements in the results of the bilings and collections process.
Improving the days cutstanding in WIP and accounts receivable is a significant area of focus for the
Company. Thers ang ongaing programs and initiatives 1o accelerate billings and to reduce days outstanding

aevien further,

COMPONENTS OF WORKING CARITAL

December 31, | Seplember 30, June 30, March 39, | December 31,
{in milions of Canadian 2015 2015 205 2015 2014
dollars) funaudited) [unaudited) | [unaudited)
Accounts receivable 111.8 108.7 101.8 110.7 106.5
Wi &0.6 887 BE.4 oaq 85 4
Dafermed revenus {38.7) {38.5) {33.3) {23.4) {28.0)
153.7 159.9 156.9 166.4 1639

1 See “Definition of Non-IFRS Measures"”
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il Accounits Receivable

The table below demonstrates the aging of receivables:

Accournts Decambear Leplember Jume 30, March 31, December
recefvable 31, 208 | % 20, 2015 % 2015 % 2075 b a1, 2004 | W
aging (mef of {wnaudited) {raud ited) (unaudited)

allowance)

{in thausands

of Canadian

dollars) i

Current 44 263 40 36,313 5 38474 38 | 42008 a8 40,284 3
30 to D0 days 0674 27 39,962 36 33642 33 ] 33 32,241 30
Owver 90 dave 36,874 3 33418 3 29,711 29 32,194 29 33,926 ]
TOTAL 111,711 100 | 109,693 1000 | 109 . B27 100 | 110,730 | 100 | 106,451 100

Accounts receivable has increased by $5.3 million since December 31 2014, This increase is consistent
with the increase in revenue for the year ended December 31, 2015 compared io the prior year, offset by
the decrease as a result of the Company's continued efforts 1o Improve collections. I is a major inikative of
management to improve the billings process and collect outstanding invoices Sooner.

There was an increase in accounts receivable due to foreign exchange as al December 31, 20015 of 5103
million compared to $4.0 million as at December 31, 2014,

i Work in Process

WIP has decreased by 34,8 million since December 31, 2014, This decrease is a result of the Company's
initiative 1o accelerate the process of completing billings, offsel by the increase in revenue for the year
ended December 31, 2015 compared to the prior year, The Company monitors WIP 1o ensure thal any
accounts where billing may be an issue are being dealt with in a timely manner,

There was an increase in WIP due o foreign exchange as at December 31, 2015 of $5.7 milllion companed
to 2.5 million as at Decamber 31, 2014,

i} Deferred Revenue
Deferred revenue has increased by $10.7 million since December 31, 2014. This increase is a resull of the
Company’s continued efforts 1o improve the billings process as described above, The balance is monitored
on a regular basis to ensure that amounis are recognized in fee revenue appropriately,
There was an increase in defered revenue due to foreign exchange as at December 31, 2015 of $1.8

million compared to a decrease in deferred revenue due to foreign exchange of $0.5 million as at December
31, 2014,
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CASH FLOWS

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

THREE THREE CHANGE
MONTHS MONTHS
ENDED ENDED
{in thousands of Canadian dollars) DECEMBER 31, | DECEMBER 31,
{uwnaudited) 2015 2014
Cash flows provided by operaling activities & 14,248 & 9,805 & 4343
Cash flows used in financing activitios (4,086) (13,594) 9,808
Cash flows (used in) provided by investing
aclivities (4,516) 4,984 (9,500)
YEAR ENDED YEAR ENDED | CHANGE
{im thousands of Canadian dollars) DECEMEBER DECEMBER
31, 2015 31, 2014
Cash flows provided by operating activities 5 30826 24,636 $ 6,190
Cash flows used in fnancing aclivities (22,118} {18.309) (3.809)
Cash flows used in investing activifies {12,120) (4, 484) {7.636)

OPERATING ACTIVITIES

Cash flows from operating activities for the threa months ended December 31, 2015 vwera 5142 million
compared to $8.9 million for the same period last vear, Tha incréase in operating cash flows s primarily
due to an increase in Adjusted EBITDA* of $3.8 million, an increase in non-cash operating working capital
of 1.0 milllion and a decrease in income taxes paid of $0.8 milion, affset by an incréase in interest paid of
52 4 million.

Cash flows from operating activities for the year ended December 31, 2015 were $30.8 millkon compared
to 324 6 million for tha same period kast year, The increasa in operating cash flows i primarily due to an
increasea in Adpusted EBITDA" of 5106 million, offsat by a decreasa in non-cash opearating working capital
of $6.6 million. Adjusted EBITDA' for the year ended December 31, 2014 is indusive of restructuring cosis
of $1.1 million.

Cash flows uzed in operating activities for dizcontinued operalions were 50.4 million Ffor the three months
ended December 31, 2014 and were nominal for the year ended Decamber 31, 2074,

FINANCING ACTIVITIES

Cash floners used in financing activities for the three months ended December 31, 2015 were 341 million
compared with cash flows used in financing activities of £13.9 million for the same period last yvear, The
Company took advances of $15.0 millicn from its credit facilities during the three months ended December
3, 2015 compared to repayments of 5131 million for the same penod in 2014, which reflacts an increase

1 See “Deffnition of Nom=-IFRS Measures”
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in an additional $28&.1 milkon of advances. In addition, defermad financing costs of $2.8 million incumed on
the refinancing of the credit facilities have been classified as a financing activity on the audited consolidaled
statement of cash flows, In comparison to the three months ended December 31, 2014, the Company repaid
50.4 milion less on the notes payable amd $1.3 million was usad to fund bank indebtedness. During the
three months ended December 31, 2015, the Company also redeemed in cash its 5.75% convertible
debentures for $320.0 million (see lquidity risk section of this MD&A) and received cash proceeds from the
issuance of shares under the righls offering of 35.6 million (see key events section of this MID&A).

Cash flows used in financing activities for the year ended December 31, 2015 were $22.1 milion compared
to $18.3 million for the same period last year, The Company repaid 2.6 million towards ils credit facilities
during the year ended December 31, 2015 compared to repayments of $17.5 million during the same period
in 2014, which reflects a decrease in repayments of $14.9 million. In addition, deferred financing costs of
22.8 milion incurred on the refinancing of the credit facilities have been classified as a financing activity on
the audited consolidated statement of cash flows. Incom parison to 2014, the Company repakd an additional
$0.8 millicn on the notes payvable and 30.7 million on the finance lease obligation. During 2015, the
Company also redeemed in cash its 5.75% converible debentures for $20.0 million (see liquidity risk
section of this MD&A) and received net cash proceeds from the issuance of shares under the rights offering
of 5.6 million (see key evenls section of this MD&A),

Cash fows used in fnancing aclivifies for discontinued operations were Snil for the three months ended
December 31, 2074. Cash flows used in financing activities for discontinued operations were 30.1 million
for the yvear ended December 31, 2014,

INVESTING ACTIVITIES

Cash flows used in investing activities for the three months ended December 31, 2015 were 34,5 million
compared to $5.0 million provided by Investing activities for the same period last year. During the three
months ended December 31, 2015, $1.8 million was used for capital expenditures related to property and
equipment, $0.8 million was used for capilalized expenditures related to intangible assets (related o
capitalized costs incwmed in the phased implementation of the Company's new Enterprise Resource
Planning sysiem) and $2.0 milion was used to fund resiricted cash. During the three months ended
December 31, 2014, $8.1 million of proceeds were received from the dispesal of discontinued operations,
offset by 34.2 million in capital expenditures, primarily related o equipping the Company’s new office in
Toronto

Cash flows used in investing activities for the year ended December 31, 2015 were $12.1 milllion compared
to 34.5 million for the same period last year. The increase is atributable to a decrease of 36.0 million in
capital expenditures related to property and equipment, $1.7 million used for capitalized expenditures
related to intangible assets (relaled to capitalized costs incwred in the phasaed implementation of the
Compamy’s new ERP system) and $4.9 million used 1o fund restricted cash, offset by proceeds from the
disposal of discontinued operations of $2.1 million in 2014,

Cash flows used in investing activities for discontinued operations were nominal for the three menths ended
December 31, 2014, Cash flows used in investing activities for discontinued operations were nominal for
the yvear ended December 31, 2014,
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CREDIT FACILITY AND BID BOND GUARANTEE FACILITY

On Oclober 5, 2015, 1Bl Group secured an agreement to refinance its credit faciliies under the existing
banking agreement with its senior lenders. The new arrangement consists of a $20.0 million revolver facility,
of which a maximum of $10.0 million is available under a swing line facility and will mature on June 30,
2018, The commitmeant under the swing line facility will reduce availability under the revalver facility on a
dollar-for-dellar basis. The existing credit facilities were paid off in full upon closing under the terms of the
new agreement and $20.0 milion was placed in a segregated cash collateral account ("Sinking Fund™) upon
closing. This amount was used 1o redeem the 5.75% converiible debeniuras on December 18, 2015, The
agreement requires additional deposits each quarter for pre-defined amounts to the Sinking Fund as noted
below:

(in thousands of Canadian dolfars)
October 5, 2015 3 20,000
December 31, 2015 2,000
March 31, 2016 3,250
June 30, 2016 3,250
Seplember 30, 2016 3,250
Decamber 31, 2016 3,250
March 31, 2017 3,250
Jume 30, 2017 3,250
Seplember 30, 2017 3,250
December 31, 2017 3,250
March 31, 2018 3,750
June 30, 2018 3,750

The additional deposits in the Sinking Fund are pledged to repay the credit facilities or converible
debentures, and as security in the event of default. |BI Group made the December 31, 2015 deposit 1o the
Sinking Fund, which has been recognized in resiricted cash in the audited consolidated statement of
financial position. Bl Group will earn interest on the deposils in the Sinking Fund based on the Canadian
dollar priime rate less an applicable margin.

Az at December 31, 2015, 1Bl Group has borrowings of $74.9 million under the credit facilities, which has
been recognized in the audited consolidated statement of financial position net of deferred financing cosis
of 52 6 milkon. 1Bl Group has issued letters of credit of $5.3 milion as at Decamber 31, 2015, of which 1.8
million is issued under a $5.0 million facility which matures on July 31, 2018 and supports letters of credit
backstopped by EDC. Advances under the revolver facility bear interes! at a rale based on the Canadian
dollar prime rate or LLE dollar base rale, LIBOR or Banker's Acceptance rates plus, in each case, an
applicable margin, At December 31, 2015, $30.0 million was outstanding under Bankers' Acceplance with
the remainder bomowed as Prime Rate debl.

As at December 31, 2014, IBI Group had a credit facility of 3820 million comprised of a swing ling facility
of $3.5 million, a revolver facility of $14.5 million, an office capital expenditure facility of $7.0 millon, a letter
of credit facility of $5.0 million and a term facility of $52.0 milkion. As at December 31, 2014, |BI Group had
borrowings of $73.4 million under the credit faciliies and had issued letters of credit of 24.9 million,
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According to the terms of the agreement, this credit facility was sel to0 mature on March 31, 2016. The
revolver facility was subject o a borowing base calculation. In addition, advances under these credit
facilities bore interest at a rate based on the Canadian dollar or U3, dollar prime rate, LIBOR or banker's
acceplance rates, pus, in each case, an applicable margin.

The refinancing of the credit facilities was considered an extinguishment of debt for accounting purposes.
Consequently, the criginal credit facilities were derecognized and the new credit facilities were recognized
at fair value. Transaction costs associated with the new credit faciities were capitalized against the credit
facilities and are being amorized on a siraight line basis o the end of the term of the new credit facilities
using the effective interest method. As at December 31, 2015, deferred financing costs of $2.6 million are
inchuded inm the audited consolidated statement of financial position, net of related amortization of 0.2
million that has been recognized in other finance costs in the suwdited consolidated statement of
comprehensive income (loss) There were no deferred financing costs related to the original credit facilities
as all capitalized cosls have previously been recognized in other finance costs in the audited consolidated
statement of comprehensive income (loss),

The new facility is subject to compliance with certain financial, reporting and other cowenants. The financial
covenanis under the new agreeament include a leverage ratio, interest coverage ratio, minimum Adjusted
EBITDA' threshold, and restrictions on distributions, if cerain conditions are not met. 1Bl Group was in
compliance with its credit facility covenants as at December 31, 2015

Continued compli@ance with the covenants under the ameanded cradit faclities is depandent on 1Bl Group
achieving revenus forecasts, proflabdity, reducing costs and the continued mprovement of working capital.
Marke! condiions are difficult to predict and there 5 no assurance that 1Bl Group will achieve its foretasts,
In the awent of non-compliance, 1Bl Group’s lenders have the nght to demand repayment of the amounis
outstanding under the lending agreements or pursue other remedies if 1Bl Group cannot reach an
agreermeant with its lenders to amend o waive the financial covenants. As in the past, 1B Groug will carafully
manior its compliancs with the covenams and will seek waivars, subject 1o lender approval, 88 may bacome
necessany from ame o bme.

SECURITY INTEREST OF SENIOR LENDERS

Guarantess from cerain subsidiaras of 1Bl Group as wall as 1Bl Group Architects (Ontario), and a first
ranking security inlerest in all of the assets of 1Bl Group and the guarantors, subject 1o certain permitied
encumbrances, have been pledged as security for the indebledness and obligations of 1Bl Group under the
credil facilities. The indebtedness secured by these secunty interests will rank senior to all other security
ower the assets of 1Bl Group and the guarantors, subject to certain permitied encumbrances,

! Seo “Deafinition of Non-IFRS Moeasures”
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NOTES PAYABLE
The movement in the vendor notes pavable for the year ended December 31, 2015 is as follows:
(in thousands of Canadian dollars)

Balanca, January 1, 2014 . 1 5.381
Repayment (785)
Foreign exchange 427
Balance, December 31, 2014 ] 5013
Repayment (1.609)
Foreign exchange B34
Balance, December 31, 2015 5 4 238

Tha Company had notes payable dug to the formar owners of acquired businesses of 52 8 milkon which
was due on Seplember 30, 2014 and the remaining balance was due on December 11, 2014, In January
2015, the Company agreed 1o an extension of the maturity of the notes payable to June 30, 2016. Monthly
payments on these noles payable are .5 $0.1 million until May 31, 2016 with a balloon payment of U.S
$2.6 million due June 30, 2018,

The movement in the consent fee notes payable for the year ended December 31, 2015 is as follows:

(in thousands of Canadian dolars)

Talal
Balance, January 1, 2015 s 2,631
Accration 436
Balance, December 31, 2015 -3 3,067

See Mole & - Financial Instruments of the audited consolidated financial statements for furlher detaiis
regarding the issuance of consent fee noles related to the amendment of the 7.0% comvenible debeniures
during 2014.

CONVERTIELE DEBEENTURES
The Company had three seres of convertible debenturas cutstanding, one of which was redeamed during
the year ended December 31, 2013.

5.75% DEBENTURES (520.0 MILLION PRINCIFAL, REDEEMED ON DECEMEBER 18, 2015)

The 5.75% Debentures were recorded as compound financial instrumenis. The liability component was
recorded at fair value an the date of comersion 1o a corporation and measured subsequantly at amordized
cosl using the effective interest meathod over tha life of the 5.75% Debentures. As al Decamber 31, 2014,

the lability component has an amortized cost of $18.8 million. The equity component for the conversion
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feature of $0.9 million was measured at the fair value on the date of conversion to a corporation. The 5.75%
Debentures had a maturnity date of June 30, 2017 at $20.0 million. The 5.75% Debeniuras were convertible
into shares of the Company al the option of the holder at a conversion price of $20.52 per unit, The 5.75%
Debentures were redeamable by the Company at a price of 51,000 per 5.T5% Debenture, plus accrued
and unpaid interest, on or after June 30, 2015 and prior to the maturity date (provided that, if the redemplion
is prior o June 30, 20135, the weighted average trading price of the shares of the Company on the TSX for
the 20 consecutive rading days ending five trading days preceding the date on which notice of redemption
is given is not less than 125% of the Conversion Price of $20.52). The Debeniures bore interest from the
date of issue at 5.75% per annum, payable in equal semi-annual payments in arears on Jung 30% and
December 31% of each year.

On December 18, 2015, the Company financed the redemption of its 5.75% Debentures for $20.0 million
cash from the credit faciliies, plus accrued and unpald interest up to but excluding the redemption date.
The 5.75% Debentures were accreted o principal, resulling in $1.2 million of accretion expense being
recognized in the consclidated statement of comprehensive income (loss) during the three months and
year ended December 31, 2015. The equity component of 30.9 milion was reclassified o confributed
surplus upon redemption,

6.0% DEBENTURES ($57.5 MILLION PRINCIPAL, MATURES ON JUNE 30, 2018)

The 6.0% Debentures are recorded as compound financal instruments. The liability component was
recorded al fair value on the date of conversion io a corporation and was subsequently measured at
amortized cost using the effective interest method over the life of the §.0% Debentures. As at December
31, 2015, the liability component has an amortized cost of $55.1 million (December 31, 2014 - 354.3 million).
The equity compaonent for the conversion feature of $3.2 million is measured at the fair value on the date
of conversion to a corporation. The §.0% Debentures have a maturity date of June 30, 2018 at $57.5 million.
The 6.0% Debentures are convertible into commaon shares of the Company at the oplion of the holder at a
conversion price of $21.00 per share, The §.0% Debentures are redeemable by the Company at a price of
21,000 per &.0% Debenture, plus accrued and unpaid interest, on or after June 30, 2014 and prior to the
maturity date (provided that, if the redemiplion Is prior 1o June 30, 2016, the weighted average trading price
of the shares of the Company on the TSX for the 20 conseculive Irading days ending five trading days
preceding the date on which notice of redemption is given is not less than 125% of the Conversion Price of
521.00). The Debentures bear interest from the date of Issue at 5.0% per annum, payable in equal semi-
annual paymenis in armears on Jung 30" and December 31 of each year, The fair value of the 8.0%
Debentures was $42.5 million based on the quoted market price as al December 31, 2015.

7.0% DEBENTURES ($46.0 MILLION PRINCIFAL, MATURES ON JUNE 30, 2019)

On July 23, 2014, the Company entéred inlo a supplemental trust indenture with CIBC Mellon Trust
Company, the trustes for the 7.0% comrible unsacuned subordinated deberures (*Debantures’ ) which
were originally scheduled to mature on Decamber 31, 2014, to give effact to the amendments approved at
a special meeting of the Debenture holders to extend the maturity of the Debentures to June 30, 2018, In
exchange for the extension of the maturity, Debenture holders that deliversd and did not withdraw a valid
proxy woling for the extension received either; a reduced conversion price to $5.00 per share from 1917
per share with a consent fee note equal to $86.96 per $1,000 principal amount of Debenturas ("Option B7)
or the Debenture holders retained the conversion prce of 318,17 per shara and received a consani feea
note equal to $185.65 per $1,000 principal amount of Debentures (*Cption A™). The conversion price was
also reduced o $5.00 per share from 519,17 per share for Debenture holders who did nol deposit a proy,
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abstained from voling or voled against the Debenture amendments ("Option €°). The Debentures bear
interest from the date of issue at 7.0% per annum, payable in equal semi-annual payments in amears on
June 30 and December 314 of each year, The consent fee notes ane unsecured, non-convertible, mature
on December 21, 2016 and bear interest at the rate of 7.0%% per annum which is payable on maturity.

The amendments o the Debentures resulted in them being accounted for as extinguishments for
accounting purposes. Consequently, the onginal Debentures were deracognized and the new Debentures
{under Option A, B and C) were recognized at fair value, resuliing in a pre-tax gain on exiinguishmani of
221.1 million, net of ransaction costs of $0.9 milion which was recorded to other finance costs in the
consoldated statement of comprehensive income (loss) during the year ended December 31, 2014. See
MNMe 15 = Finance Costs (Income) of the audiled consolidated financaal statements, for further dedall
regarding finance costs for the year ended Dacember 31, 2014,

The fair value of the new Debentures issuwed under Option B and C of $18.7 milllian was estimated using
the observed trading price as these Debentures are considered to be traded in an active market. The fair
value was then allocated o the llability component in the amount of $15.9 million using discounted fulure
cash Mows atl an estimated fair value discount rate of 26.5% and the residual was allocated o the Oplion B
and C conversion feature in aquity. Tha fair value of the new Debantures issued under Opton A of 57.5
miflion was estimated using discounted future cash flows at an estimated fair valua discount rate of 26.5%6,
with a comparison to pre-modification observed trading prices indicating that the equity component was of
nominal value. As a resull, substantively all of the fair value of the new Debentures issued under Option A
was allocated to the liability component.

The fair value of the consent fae notes ssued under Option A and B were 52,0 million and 305 million
respectively, using discounted future cash flows at an estimated fair value discount rate of 26.5%.

The new Debemures and consenl fee notes were subsequently measured at amortized cost using the
effective interest method over their respective lives 1o maturnty. As al December 31, 2015, the liability
component of the new Debentures have an amorized cost of 5208 million (December 31, 2014 - $25.3
million} and the consant fee notes have an amortized cost of $3.1 million (Decamber 31, 2014 - 52 .8 million).
Accretion expense for the new Debentures and consent fee notes was 4.7 million for the year ended
December 31, 2015 (December 31, 2014 - $2.1 million). See MNole 15 = Finance Costs (Income) of the
audited consolidated financial statements, for further detail regarding the accretion expense for the pariod.
The equity component for the conversion faature of the new Debentures in the amount of 52.9 milkon s
measured at fair value at the date of issuancs.

Post amendment, the ticker symbol for the new Debentures under Option B and C {aggregate principal
amount of $31.2 million) is IBG.DB and for Option A (aggregate principal amount of $14.8 million) is
1BE.DB8.C, The fair value of the new Debenturas under Option B and C was $23.3 million and for Cplion A
was $10.6 million besed on their respective quoted market price as at December 31, 2015,

FINANCIAL RISK MANAGEMENT

The Company has exposure to market, credit and liquidity risk, The Company's primary risk management
objective |5 o protect the Company’s audited consolidated statement of financial position, comprehensive
income (loss) and cash flow in support of suslainable growth and eamings. The Company’s financial risk
managamant activiies are govemed by financial polices that cover risk identification, lolerance,
measurament, authorzation levels, and reporting.
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MARKET RISHK
INTEREST RATE RISK

The Company's credit facilities have floating-rate debt, which subjects it to interest rate cash flow nsk.
Advances undar these cradit facilities bear interast at a rate based on the Canadian dollar or U.S dollar
prime rate, LIBOR or banker's acceptance rates, plus, in each case, an applicable margin,

If the interest rate on the Company's varable rate loan bakance as al December 31, 2015, had been S0
basis points higher of lower, with all other variables held constant, net income from continuing operations
far the year ended December 31, 2015 waould have decreasad or increased by approximately $0.3 million.

CURREMNCY RISK

The Company's foreign exchange risk is the risk that the fair value of the future cash flows of a financial
instrument will fluciuate as a result of changes in foreign exchange rates. The Company's policy has been
to economically hedge foreign exchange exposuras rather than purchasing cwrency swaps and forwanrd
fareign exchange contracts,

Foreign exchange gains or losses in the Company's nel income arise on the translation of foreign-
denaminated intercompany loans held in the Company’'s Canadian operatons and financial assets and
liabilibes hebd in the Company's foregn operations. The Company minimizes ile axposure 10 foraign
exchange fluctuations on these items by matching U .Sdollar liabilites when possible,

If the exchange rates had been 100 basis points higher or lower during the year ended and as at December
3, 2015, with all other variables held constant, total comprehensive income would have increased or
decreased by 30.4 million for the year ended December 31, 2015. If the exchange rates had been 100 bass
points higher or kewer during the yaar ended December 31, 2015, with all ather variables held constant, net
income would have increased or decreased by $0.03 for the year ended December 31, 2015,

CREDIT RISK

Financial instruments that subject the Company 1o credit risk consist primarily of accounts receivable. The
Company mamntains an allowanss for estimated credit losses on aceounts recenable, The estimate is based
on the best assessment of the ultimate collection of the related accounts receivablde balance based, in part,
an the aga of the outstanding accounts receivabla and on its historcal impairmant loss exparience,

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

LIQUIDITY RISK

The Company strives to maintain sufficient financial liquidity to withstand sudden adverse changes in
aconomic crcumstances. Management forecasts cash flows for its curmant and subsequent fiscal yaars to
identify financing requirements. These requirements are then addressed through a combination of
committed credit faciliies and access (o capital mankets.

On Oclober 5, 2015, I1BI Group signed an amendment to refinance its credit facilities with its senior lenders.
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See Bquidity and capital resources section of this MD&A for more detalls.

Az at December 31, 2015, a foreign subsidiary of the Company had issued letters of credit in the amount
of U.5 52.3 milkon. The Company has pledged U.S 523 million (December 31, 2014 - $nil) of cash as
sacurity for these letters of credit issued by a foreign financial institutkon on behalf of the foreign subsidiary.,
In accordance with the provisions of the contract, the Company expecis U5 $1.2 million to be unrestricted
prior o the end of the second quarter of 2016 and the remainder 1o be unrestricted prior to end of the fourth
quarter of 2016 as the foreign subsidiary achieves cerlain milestones in relation to a local project.

CONTRACTUAL OBLIGATIONS

As pant of continuing operations, the Company enters into contractual obligations from time 1o time. The
table below summarizes the contractual obligations due on financial liabilites and commitments as of
December 31, 2015

Contractual Qbligations Payment Due by Period
TOTAL LESS 1-3 4-5 AFTER 5
{in milions of Canadian dollars) THAN 1 | YEARS | YEARS | YEARS
Accounts payable and accrued b 54,4 & S44 | 5 - & -l & -
hiabilite s
Credi faciities' 4.2 - 4.2 - -
Interest on credit faciifies™ 9.8 3.5 5,9 - -
Convertible debeniures 103.5 - 57.5 46.0 -
Interest on commventible debenlures® 19.9 6.7 11.6 1.6 .
Vendor noles payable' 4.2 4.2 - - -
Irtarest on vendor nates payalie® a1 o1 - - -
| Consent fiee notes payaiie’ 3.5 3.5 - - -
Finance lease abligation 03 0.1 0.2 . .
Cperaling leases 1374 12.8 J3.2 24.0 G604
TOTAL CONTRACTLIAL £ 4080 5 27| 8 1833 5 F1.6| § G4
OBLIGATIONS
' See quidity risk section of this MOEA.

* Advances under the revoleer faclity bear inferest ot a rale based on the Canadian dollar prime rate or ULS dollar base rate, LIBOR

or Banker's Accepiance rades plus, in each case, an applicable margin,
¥ Includes the amourd of cash inferest dus on the convertible debertures and does not include non-cash accretion,

CAPITAL MANAGEMENT

The Company's objective in managing capital is o maintain a capital base that will maintain investor,
credilor, and market confidence and to sustain future growth within the business. The Company defines is
capital as the aggregate of credit facilities, converlible debenlures, and equily.

The Company has reviewed ils anticipated revenues and cosis over future years and has determined that
the business has the ability to generate sufficient cash resources to fund its activities. A downlbum in the
economy or other unfavourable events may cause this situation 1o change. In conjunction with this analysis,
the Company's financing sirategy is 1o access capital markets to raise debt and equily financing and ulilize
the banking market to provide committed term and operating credit faciliies o suppor its shor-term and
long-=termn cash flow needs.
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FUTURE CASH GENERATION
Specific tams of consideration in future cash generation are as fallows:

1.

ABILITY TO GENERATE SUFFICIENT CASH

The Company’s existing business plan indicates that future eamings and cash flow generated will
ba sufficient 1o pay down and re-finance existing amounts cutstanding within current threshalds
acceplable lo lenders, Reference should be made to commentary on forward kocking siatements
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 reguirements,
Management is implementing procedures and sysiems that are expected to assist management
with thair objective to reduce the level of warking capital on the balance sheet. If achieved, this will

reduce existing borrowing amounts,
SITUATIONS INVOLVING EXTENDED PAYMENT

Theare are situations where arrangameants with cliants result in extendad payment arrangements on
projects, Management is implementing procedures and systems to improve cash flow forecasting
before contracts are signed with dients to continue o ensure that sufficient cash flow is generaled
from aach projact.

CIRCUMSTANCES THAT IMPACT ESSENTIAL TRANSACTIONS

Certain larger projects in the architeciure and engineering marketplace require capital investiment
to paricipats in the business opportunity. While the Company will continue to participate in thessa
activities it will continue to do 50 only where probability of sufficient cash flow generation is
determined at the beginning of the project

SOURCES OF FUMDS TO MEET CAPITAL EXPENMDITURE REQUIREMENTS

With the exception of 2014, where new leases were signed on bwo major offices, the Company

does not have significant capital needs in relation 1o its cash generating ability, In the event that
capital markets detenorate or the Company does not execute on its business plan this situation

may change. Reference should be made o commentary on forward looking statements in this
document,

CREDIT FACILITY

On October 5, 20135, 1Bl Group secured an agreement to refinance its Credit Facilities under the
existing banking amangement with its senior lenders, See liquidity risk section of this MD&A,

CONVERTIBLE DEBENTURES

As outlined above, the Company has bvo series of debentures that provide a basis of capital which
requires repayment or refinancing over the period from June 2018 o June 2018,
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SHARE CAPITAL

The Company is authorized to issue an unlimited numiber of common shares. As at March 17, 2016, the
Company’s common share capital consisted of 24,268 744 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 IB1 Group are indirectly exchangeable for common shares of
the Company on the basis of one share of the Company for each Class B subordinated partnership unit. [
all such Class B parinership units of [B1 Group had been exchanged for shares on December 31, 2015, the
units issued on such exchange would have represented a 20.1% interest in the Company.

Class B partnership units do nol entitle the holder to voting rights at the meetings of shareholders, The
Class B parinership units have been recorded as a non-controlling interest in the consclidated financial
statements as al December 31, 2015,

SHARE IS5UANCES

+ During the year ended December 31, 2015, the Company issued 3,487,071 common shares for
cash proceeds of $5.6 million and incurred transaction costs of $0.1 million.

=  Duwring the year endad December 31, 2015, the Company issusd 3,671,188 common sharss for
procaeeds of 28.0 million in exchange for promissory notes which werg used to pay down the
Managamani Partnarship loan and incurred ransaction costs of 50,1 milllion.

+ During the year ended December 31, 2015, the Company issued 1,256,444 Class B partnership
units for proceeds of $2.0 million in exchange for a promissory note which wag usad to pay
down the Management Partnership loan and incurred nominal ransaction costs. This resulted
in & net increase to non-controlling interest of 2.0 million.

AGCUMULATED OTHER COMPREHENSIVE LOGS

«  During the three months ended December 31, 2015, the Company incurred a loss of $0.8 milkon

related o the translation of financial statements of foreign operations from  continuwing
operations, of which T8.0% is attributable to common shareholders,

+ During the year ended December 31, 2015, the Company incurred a loss of $1.0 million related

o the translation of financial statements of foreign operations from continuing operations, of
which 78.0% is attribuiable to common sharaholders.

TRANSACTIONS WITH RELATED PARTIES

Pursuant to the Administration Agreement, 1Bl Group and certain of ils subsidiaries are paying o the
Management Parinership an amount representing the base compensation for the services of the pariners
of the Management Partnership. The amouwnt paid for such services during the year ended December 31,
2015 was $24.2 million (2014 - $26.1 million). As at December 31, 2015, the Company advanced $1.0
millicn to the Management Fartnership for payment of fulure compansation for the senaces of the partners
{December 31, 2014 = Enil). As al December 31, 2015, there were 91 partners (December 31, 2014 =96

partners).
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Bl Group from time to time makes a monthly distribution 1o each Class B partnership unit holder equal to
the dividend per share (on a pre-lax basis) declared to each shareholder. All of the Class B partnership
units are held by the Management Parnership. As 8t Dacember 31, 2005 and 2014, the amount of
distributions payable 1o the Management Partnership were nil,

As at December 31, 2014, the remaining amount pavable was $10.0 million, This loan was repaid in full
during 2015 wsing proceeds of $1.5 million received for common shares issuved to the Management
Farinership under the rights offering, proceads of $32.0 million received for Class B units issued to the
Management Parnership under the rights offering, with the remainder being seitled using the proceeds
received from the issuance of common shares o the Management Fartnership under the private placement.
Interast on this loan was at the same rate as the operating lina of cradit that 1Bl Group has with its bank
lender, less any commitment fees payable to its bank lender, Interest expense on this advance was $1.0
million for the year ended December 31, 2015 (2014 - 30.4 million).

On Movember 19, 2015, the Company issued a rights offering under which each shareholder of its comman
shares was given the right to subscribe for additional commaon sharas of the Campany at a3 pre-determinad
subscription price on or before December 18, 2015, The net proceeds of 35.5 million raised from the
issuance of common shares to public shareholders were used to repay the Company’™s credit facilities. The
proceads of $1.5 million for the issuance of common shares to the Management Partnership was paid by a
promissory note which was set off against the comesponding amount of indebtedness owing by the
Company to the Management Parinership, Concurrently with the rights offering, 1Bl Group isswed o the
Management Partnarship rights 1o subscribe for additional Class B partnership units on termis substantially
similar to those of the rights offering, The proceeds of $2.0 million from the issuance of the Class B
partnarship units was paid by a promissory mote which was set off against the comesponding amount of
indebtedness owing by the Company to the Managemen! Parnership. On Decamber 31, 2015, the
Company compleled a private placement, issuing shares to the Management Parinership in full satisfaction
of the remainder of the indebledness owing to the Management Parnership.

As noted in Mote 18 = Discontinued Operations of the audited consolidated financial statements, on October
2, 2014, Daniel Arbour, who previously led 1Bl Group's operations in China, acquired a 19% equity interast
in China, The Company also sold a 30% equily interest in China to  Services Intégrés Lemay & Associes
Inc. for approximately $0.5 million, subject to final closing adjustments. In addition, a 19% equity interest
in China was sold to Champlain (2014) Inc, ("Champlain™) in exchange for a non-interes! beanng receivable
for $0.5 million. The receivable was to be setfled based on an earn-out period over the next four years. The
Company has delermined that this receivable is not collectible and as such has recognized an impairment
charge for the discounted walue of 304 million through the awdited consolidated statement of
comprehensive income (loss) during the year ended December 31, 2015, Champlain is 100% owned by
Daniel Arbour, who has led 1Bl Group's operations in China and is a related party to the Company.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Tha preparation of the audited consolidated financial statements in accordance with IFRS requires
management 1o exercise judgment and make estimates and assumgptions that affect the application of
accounting pobcies on repoied amounts of assets and liabilities, disclosune of contingent labilities at the
date af the financial statements, and the reported amounts of revenue and expensas for the period coverad
by the consolidated statement of comprehensive income (loss). Actual amounts may differ from these
eslimates.
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Within the context of the consolidated financial stalements, a judgment is a decision made by management
in respect of the application of an accounting policy, a recognized or unrecognized financial statement
amaunt andior note dsclosure, following an analyses of relevant information that may nchlude astirmates and
assumptlions, Estimates and assumplions are used mainly in determining the measurement of balances
recognized or disclosed in the consolidated financial statements and are based on a set of underying data
that may include management’s historical experience, knowledge of current events and conditions and
other factors that are beleved to be reasonable under the circumsiances, Management continually
avaluates the estimatas and judgments it uses,

Information about judgments made in applying accounting policies that have the most significant impact on
the amounts recognized in the consolidated financial statements ane as follows:

REVEMLE RECOGMITION

The Company also enfers into contracts that require mulliple deliverablas, which can include softwars and
hardware elements, Managament applies judgmeant when assessing whether certain deliverables in a
cuslomer arrangement should be included or excluded from a unit of account Lo which contract accounting
is applied. The judgment is typically related 1o the sale and inclusion of third party hardware and licenses
in a cusiomer arangement, and involves an assessment that principally addressas whether the daliverable
has stand-alone value o the customer that is not dependent upon other components of the amangament.

RECOVERABILITY OF ACCOUNTS RECEIVABLE

The Company records accounts receivable net of impairment losses determined based on the age of the
oulslanding recerables, faclors specihc 10 individual chents and on s historical collecton and oss
axpernence,

Information about assumplions and estimation uncertainties that have a significant impact on the amounts
recognized in the audited consolidated financial statements for the year ended December 31, 2015 are a3
follonars:

REVEMLE RECOGEMITION AMD DEFERRED REVEMNLUE

The Company accounts for certain of its revenueg in accordanca with 1AS 11 Construchion Confracts, ("IAS
117) which requires estimates to be made for confract cosis and revenues and 1AS 18 Revenue [IAS 187).
Revenue from fixed-fee and variable-fee-with-ceillng contracts is recognized using the percentage of
completion methed based on the ratio of professional costs incurred 10 total estmaled professional costs,
Estimating total professional cosls is subjective and requiras the uss of management’s best estimate based
on the information available at that point in time. The Company also provides for estimated losses an
contracis in-progress in the period in which such losses are determined. Deferred revenue is recorded
when billngs to the chents exceeds the revenue that has been eamed based on effort complated at tha
date of the audiled consolidated statement of financial position. Changes in the estimates are reflected in
the pericd in which they are made and would affect the Company’s revenue and work in process.,

VALUATION OF WORK IN PROCESS

The Company records its work in process based on the time and materials charged into each project. The
wirk in procass for each project is reviewed on a monthly basis to determing whather the amounts recorded
are recoverable, Wheare the review determines that the value of work in process exceeds the amount that
can be invoiced, provisions are made o the work in process and revenue is reduced. The valuation of the
work in process involves estimates of the professional costs o be incunred to complete the project.
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ONEROUS LEASE PROVISIONS

The Company recognizes provisions when there is a present legal or constructive obligation as a result of
past avents, it i5 probable that an outflow of resources will ba requirad to settle the obligation, and the
amount can be redisbly estimated, Management has recorded a provision related o lease exit liabilities
which requires estimation of the expected sublease income and discount rate reflective of the nisk specific
to the obligation.

DERECOGNITION OF FIMAMNCIAL LIABILITIES

A financial lability i derecognized when the underlying contractual obligation is discharged, cancelled or
expires,. As described in nole & = Financial Instruments of the audited consolidated financial statements,
management applied judgement in assessing the criteria that lead to accounting for the change in terms of
the convertible debentures and cradit facibty as an extinguishrment of the Bakbility.

DETERMINING PROBAELE FUTURE UTILIZATION OF TAX LOSE CARRYFORWARDS

Deferred tax assets are recognized for all unused tax losses to the extent that it is probable that laxable
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.

ACCOUNTING DEVELOPMENTS
a) CHANGES IN ACCOUNTING POLICIES

Annual Improvements to IFRS (2010 - 2012) and {2011-2013) Cycles

In December 2013, the [AS5B issued namow-scope amendmants to a total of nine standards as part of s
annual improvements process. The [ASE uses the annual mprovements process o make non-urgent bul
nacassary ameandmeants to |FRS.

Thez G'I:I'I"I"I:EI'I]" Edﬂptﬂd these amendments in #s consolidated financal statements for the annual Fﬂ!l‘il:lﬂ
beginning on January 1, 2015. The adoption of the amendments did not have a matedial impact on the
consobdated financial stalements.

b} FUTURE ACCOUNTING POLICY CHANGES

Annual Improvements to IFRS (2012 - 2014) Cycles

In September 2014 the IASE ssusd namow-scopa armandments to a total of fowr standards as part of ns
annual mprovements procass.

The amendments will apply for annual periods beginning on or after January 1, 2016. Earlier application is
permitted, in which case, the related consequential amendments to other IFRSs would also apply.

The Company intends to adopt these amendments in its financial stalements for the annual pericd
beginning on January 1, 2016, The Company does nol expect the amendments to have a material impact
on the financial statemeants.
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|AS 1 Presenfation of Financial Slatements

In Decamber 2014, the IAZB issued amendments 1o LAS 1 Presenfation of Financial Stafemenis, io provide
guidance on the application of judgment in the preparation of financial statements and disclosures, These
amendments are effective for annual periods beginning on or after January 1, 2016 with earier adoption
permitted. The adoption of the amendments is not expected to have a material impact on the consaolidated
financial statements.

IFRS 11 Joint Arramngements

In May 2014, IFRS 11 Joint Arangements (FRS 117) was amended to require an acquisition of a joint
operation thatl constitutes a business (o be accounted for using the principles of business combinations in
IFRS 3 Busimess Combinations. This amendment applies to both initial and additional interest acquired in
the joint operation, The Company intends to adopt the amendments to IFRS 11 in its consolidated financial
statements for the annual period beginning January 1, 2018, The adoption of the amendments is not
expecied to have a material impact on the consolidated financial slatemeanis.

IFRS 10 Consofidated Financial Statements and 1AS 28 Investiments in Associates and Joint Venfures

In September 2014, IFRS 10 Consolidated Financial Stafements and 1AS 28 Imvestments in Associales and
Joint Verifures were amended lo clarify an imconsistency between the two standards relating o the sale or
contribution of assets from an investor 1o its associate or joint venture, The amendment requires that a full
gain or k255 is recorded if the sold or contributed assels do nol constitute a business. The Company intends
to adopt these amendments in its consolidaled financial statemenis for the annual perod beginning January
1, 2016, The adoplion of the amendmenis is not expected to have a material impact on the consolidaled
financial statements.

IFRS 15 Revenuwe from Comtracts with Cusiomers

On May 28, 2014 the IASE issued IFRS 15 Revenue from Confracts with Cugtomers (IFRS 157). The new
standard is effective for annual pericds beginning on or after January 1, 2018 and is available for early
adoption.

IFRS 15 will replace LAS 11, |1AS 18, IFRIC 13 Customer Loyally Programmes, IFRIC 15 Agreements for
the Construciion of Real Estate, IFRIC 18 Transfer of Assels from Customers, and SIC 31 Revenue —
EBarter Transactions involving Advertising Senices.

The new standard contains a single model that applies to contracts with customers and two approaches for
recognizing revenue. The model features a contract-based five step analysis of individual transactions to
determine whether, how much and when revenue is recognized. Mew estimates and judgmental threshoids
have been introduced, which may affect the amount andfor timing of revenues recognized. The Company
intends to adopt IFRS 15 in its consolidated financial statements for the annual pericd beginning January
1, 2018. The extent of the impact of adoption of the standard has not yet been detemmined.

IFRS 8 Financial Instruments
In July 2014, the I1ASE issued the final version of IFRS 8 Financial Instruments (“IFRS 97), with a mandatory
effective date of January 1. 2018, The new standard brings together the classification and measurements,

impairment and hedge accounting phases of the IASE's project to replace |AS 39 Financigl Instruments:
Recognition and Measuremend, In addition to the new requirements for classification and measuremeant of

G = 1B Sroup . = December 31, 2015



financial assets, a new general hedge accounting model and other amendments issued in previous versions
of IFRS 9, the standard also introduces new impairment requirements that are based on a forward-looking
expected credit loss model, The Company intends to adopt IFRS 9 in its consolidated financial statements
for the annual period beginning January 1, 2018. The extent of the impact of the adoption of IFRS 9 has
not yvet been determined.

IFRS 16 Leaszes

In January 2016, the |ASE |ssued IFRS 16 Leases ("IFRS 167). The new siandard is effectve for annual
periods beginning on or after January 1, 2018, with earier adoption permitted if IFRS 15 has been adopted.

IFRS 16 will replace IAS 17 Leases.

The new standard reguires all leases o be reported on the balance sheet unless cerain criteria for
exciusion are met. The Company intends o adopt IFRS 16 in itz consolidated financial statements for the
annual pericd beginning on January 1, 2018, The extent of the impact of adoplion of the standard has nol
yel been determined.

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROL OVER
FINANCIAL REPORTING

As required by Mational Instrament 52-109 of the Canadian Securities Administrators, the Company’s Chief
Exacutive Officer ("CEO) and Chiaf Financial Officer ("CFO") will be making certifications ralated to tha
infarmation contained in the Company's quarterly filings. As part of cedification, the CEQ and CFD must
cerlify as to the design of disclosure controls and procedures ("DCEPT) and intermal controls over financial

reporting ("ICFR’).

DC&P ara designed (o provide reasonable assurance that information required to be disclosed by the
Company s processed and reporied on a timely basis 1o the Company’s managemeant, inctuding the CEQ
and CFO, as appropriate, to allow timaly 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
inlemal managemeanl and supervisory practices, I(CFR B a process designed to provide reasonable
assurances regarding the raliability of the Company's financial reporting and of the preparation of financial
statements for axternal purposeas in compliance with generally accepled accounting principles, A coniral
systam, no matter how well designed and operated, can provide only reasonable, not absolule, assurance
with raspact to the reliability of the finanaal reporting and of the preparation of the financal statemants.

The Company's CEQ and CFO have avaluated, o caused (o be avaluated under their supérvision, the
affectivenass of the Company™s ICFR and disclosure controls and DCEP as at Decembsar 31, 2015, and
hawve concluded that such controls and procedures are affectve. Thare hawve been no changes in he
Company’s intemal control over financial reporting that cocurmed during the pericd beginning on January 1,
2015, and ended on December 31, 2015, that have materially affecied, or ara reasonably likely to materially
affect, the Company's internal contrel over financial reporting.

DEFINITION OF NON-IFRS MEASURES

MNon-IFRS measures do nol have a standardized meaning within IFRS and are therefore unlikely 10 be
comparable 1o addifional measures prasenied by other meusrs. In commentary and lablas within this
document IFRS measures are présented along with non-IFRS measures. Where non-IFRS measures ang
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used, there is a reconclliation 1o IFRS amounts provided. Any changes in the definiion of non-IFRS are
disclosed and quantified.

1. ADJUSTED EBITDA

The Company believes that Adjusted EBITDA, defined below, is an important measure for investors to
understand the Company's ability 1o generale cash to honour its obligations. Management of the Company
believes that in addition to net income (loss), Adjusted EBITDA 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 EBITDA 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 ko cash flows from operating activiies as a measure of Bquidity and cash flows.

The Company defines Adjusted EBITDA in accordance with what is required in its lending agreements with
its senlor lenders.

Referencas in this MD&A to Adjusted EBITDA are based on net income adjusted for the following items:

=  Gainloss ansing from exdracrdinary, unusual or non-recuming ilems, such as debt extinguishments

= Acouisition costs and deferred consideration revenue (i.e. restructuring costs, integration costs,
compensation expenses, ransaction fees and expenses)

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

-  Gainloss realized vpon the dispesal of capital property

= Gainloss on foreign exchange ransiation

= Gaindoss on purchase or redemplion of securities issued by that parson or any subsidiary

- Gainfoss on fair valuation of financial instruments

= Amounts attributable to minority equity investments

= Imterest income

Adjusted EBITDA is not a recognized measure under IFRS and does not have a standardized meaning
prescribed by IFRS, and the Company's methed of calculating Adjusted EBITDA may differ from the
methods usad by other simiar entities. Accordingly, Adjusted EBITDA may not be comparable to simiar
measures wused by such entities. Reconciliations of net income (loss) to adjusted EBITDA have been
provided under the heading “Results of Operations®.

2. 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
axpanses. The Company only repors its nel fea volume as revenue, which would not include the billings
far ihe recowvary of thase incurmad costs. Therefora to measure number of days oulstanding of warking
capital, the gross billings, which include the bilings for recovery of project expenses, would resull n a mons
consistent calculation.

The information included s caltulated based on working days on a twelve maonth trailing basis, measured
as days outstanding on gross billings, which is estmated o be appracamataly 34% greatar than nel fee
volume.

= 1B Group . = December 31, 2015



The Company believes that Informing Investors of its progress in managing its accounts recalvable, work-
in-process and deferred revenue is important for investors to anticipate cash fliows from the business and
to compare the Company with other businesses thal operate in the same industry.

35 = 1B Sroup . = December 31, 2015
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