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Corporate Profile

CAE (TSX: CAE; NYSE: CAE) is a global leader in modeling, simulation and training for civil aviation and defence. The company
employs more than 7,500 people at more than 100 sites and training locations in more than 20 countries. Through CAE’s
global network of 32 civil aviation, military and helicopter training centres, the company trains more than 80,000 crewmembers
yearly. CAE’s business is diversified, ranging from the sale of simulation products to providing comprehensive services such as
training and aviation services, professional services and in-service support. The company aims to apply its simulation expertise
and operational experience to help customers enhance safety, improve efficiency, maintain readiness and solve challenging
problems. CAE is now leveraging its simulation capabilities in new markets such as healthcare and mining. www.cae.com

Financial Highlights

(amounts in millions, except per share amounts) 2011 2010 2009

Operating results
Continuing operations

Revenue 1,629.0 1,5626.3 1,662.2
Earnings 169.8 144.5 202.2
Net earnings 169.8 144.5 2011
Backlog 3,440.5 3,042.8 3,181.8

Financial position

Net cash provided by continuing operating activities 247.0 267.0 194.4
Capital expenditures 114.9 130.9 203.7
Total assets 2,857.9 2,621.9 2,665.8
Total long term debt, net of cash 198.1 179.8 285.1
Per share

Earnings from continuing operations 0.66 0.56 0.79
Net earnings (basic) 0.66 0.56 0.79
Dividends 0.15 0.12 0.12
Shareholders’ equity 4.95 4.52 4.70

Revenue Distribution Fiscal 2011
United States
of America

299% Asia
Australia
— 53% 47% — — 53% 47% — 39% Canada
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Chairman’s
Message

CAEFE’s global reach and technology leadership in modeling and simulation

solutions for civil aviation and defence forces drove strong results in fiscal year
2011 in a very competitive environment.

Your company has established a
remarkable global presence through
the years, allowing it to participate fully
in the growth of passenger air travel
around the world — initially in developed
economies, and more recently in the
emerging markets of Asia and the
Indian sub-continent, the Middle East
and Latin America. The revenue growth
from civil aviation is balanced by an
equally strong defence business, with
customers in 50 countries.

This sound business mix between
civil and defence markets, as well
as balanced revenue diversification
among North America, Europe and the
rest of the world, provide CAE with a
solid foundation for sustainable growth
and profitability.

CAE has always invested in technology
leadership. This aspect of the company’s
competitive position was demonstrated
in fiscal 2011, as CAE was awarded
contracts to develop the first-ever
full-flight simulators for four new civil
aircraft platforms.

These are but some of the highlights
of the past year. For more insight into
CAE’s performance and prospects,
| encourage you to read this annual
report.

On behalf of the Board, | hasten to
acknowledge the strong leadership of
Marc Parent, our President and Chief
Executive Officer, and his management
team, as well as the dedication of our
more than 7,500 employees around the
world. CAE’s future is in good hands.

Lynton R. Wilson
Chairman of the Board

CAE Annual Report 2011 | 5






Message to

Shareholders

We are pleased with our performance in fiscal year 2011. CAE achieved good growth over the previous year while
continuing to position the company for a strong future.

CAE's total revenue increased by 7% to
$1.63 billion compared to $1.53 billion in
fiscal 2010, reflecting a contribution from
both our Civil and Defence businesses.
Net earnings improved to $169.8 million
from $144.5 milion last year, which
included a restructuring charge related
to measures taken to align our cost
pase to market conditions and customer
expectations. We ended the year with a
healthy balance sheet, higher free cash
flow and a record backlog of orders.

We owe these results to the balance we
have achieved in our revenue distribution
between operating segments, products
and services, and geographically. This
diversification provides both stability and
growth opportunities. It also helps us
address the need arising from secular
growth in air travel, most notably in
emerging markets where we have a
well established position and where
the need for our products and services
is expanding at a higher rate than the
global average.

As well, we continued to make steady
progress to secure additional sources
of recurring business with the signing
of a number of long-term strategic
agreements with our civil and defence
customers.

Civil Highlights

Activity picked up in civil aviation
throughout the year for both simulator
sales and training services, culminating
in a strong fourth quarter. Fiscal 2011

revenue was up 6% to $763.9 million.

We sold 29 full-flight simulators, nine
more than in the previous year. Our
simulators were mostly in demand by
our emerging market customers, but
we also witnessed higher demand
from customers in North America and
Europe. CAE garnered more than 70%
of the competed market for new civil
aircraft simulators in a very competitive
environment. We also won all bids
to design and manufacture the first
simulators for new aircraft types.

Many important contracts were signed
during the year in commercial and
business aviation and CAE pursued
its expansion in helicopter training, an
under-served market.

e CAE renewed its flight crew training
services cooperation agreement  with
Airbus through 2017. This cooperation,
which began in 2002, provides Airbus
operators with a joint global network of
training centres with the largest fleet of full-
flight simulators for Airbus aircraft types.

e CAE announced a significant
expansion of its training footprint in
South America with the addition of four
full-flight simulators in Brazil and Chile,
including a new training location in Peru.
We also renewed our long-term training
the
largest carrier in Brazil, and LAN Airlines.

agreements  with  TAM  Airlines,

e \We broadened our relationship with
China Southern Airlines, the largest
airline in China, to include an equity

CAE Annual Report 2011 | 7



Our customers
have greater needs
than ever for cost
efficiency and
mission readiness
and we are well
positioned to meet
them. Overall,

we are pleased
with the level of
activity we are
seeing and we are
encouraged by our
growth prospects
given our solid
foundation, global
position, and the
range of initiatives
we have underway.
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interest in the airline’s ab initio pilot
training school in Perth, Australia,
which CAE now manages as part of the
CAE Global Academy.

e CAE established a global network
of helicopter aviation training centres,
including two in Europe resulting
from the outsourcing to CAE of CHC
Helicopter’s flight training operations.

Defence Highlights

We increased our Defence orders backlog
in fiscal 2011 with key contract wins.
Revenue was up 7% to $865.1 milion.
We signed contracts during the year with
the defence forces of 24 nations.

e The largest was a 10-year $250 milion
prime contract for CAE to conduct
aircrew training for the KC-135 tanker
aircraft for the U.S. Air Force. This
contract broadens our position in the
U.S. defence market generally and, of
equal importance, enhances our ability to
address the growing demand by defence
forces globally to outsource training and
maintenance services to private industry.

e We received an order for a
CC-130J
maintenance technician solution and

comprehensive aircraft
in-service support from Lockheed
Martin for the Government of Canada
and a C-130H full-mission simulator
order for the Egyptian Air Force.

e An order was received from the U.S.
Air Force to upgrade two C-5 Galaxy
weapon systems trainers. Also, we
won contracts to upgrade 12 CAE-built
helicopter simulators at the German
Army Aviation School and C-130J
Hercules training devices used by the
Royal Air Force.

e \WWe won a seven-year contract to
provide aircrew training services to the
Royal Australian Air Force on the Multi-
Role Tanker Transport (MRTT) aircraft.

We furthered our position in the land
simulation market with the acquisition
of RTI International’s TAL (Technology
Assisted Learning) business unit, which
has provided vehicle maintenance trainers
for the U.S. Army for the past 20 years.

New Core Markets

Our new core market businesses in
Healthcare and Mining made good
progress, with combined revenue of $38
million compared to $2.3 million in the
previous year. We are in the investment
stage in these new markets and we are
planning for what we expect will be a
much larger business in the future.
We are pleased to have made notable
inroads in both markets during the year
with sales to marquee customers.

Looking ahead

With both our Civiland Defence segments
well-positioned  in  their  respective
markets, we are optimistic for the future
of CAE. Despite known headwinds — the
strength of the Canadian dollar, high oil
prices and defence spending reductions
in many countries — CAE’s objective and

expectation for 2012 is continued growth.

We entered the year with a record
$3.4 billion order backlog and a value
proposition in both civil and defence
markets that we believe will become
even more compelling over the long
term. Our customers have greater
needs than ever for cost efficiency
and mission readiness and we are well
positioned to meet them. Overall, we
are pleased with the level of activity we
are seeing and we are encouraged by
our growth prospects given our solid



foundation, global position, and the
range of initiatives we have underway.

On the Civil side of our business, in
commercial aviation the fundamentals
remain positive with higher passenger
demand and airline capacity entering
fiscal 2012. Over the next 20 years, the
industry predicts a doubling in air travel,
generating a need for more than 20,000
new pilots per year. With our broad global
footprint and our comprehensive suite
of training solutions, we are uniquely
positioned to address the increasing
demand for training, especially in the high
growth emerging markets.

In business aviation, recovery in the
usage and demand for large aircraft has
occurred while the small jet segment
has not yet picked up from recession
levels. Overall, the international market
continues to be robust with more than
half of all aircraft orders and deliveries
slated for markets outside the U.S.,
mostly in Asia, the Middle East and
Russia. We expect the market trends
we are seeing to continue to translate
into demand for services in our global
network of business jet training centres.
In May 2011,
doubling our global footprint in business

we announced the

aviation from four to eight locations.
This will bring training even closer to our
customers in the emerging markets.

Helicopter training is an important Civil
market adjacency for CAE and we will
continue to build on our success. We have
quickly become a leader in civil helicopter
training with solutions now being deployed

in South America and India through
joint venture partnerships. We are also
deploying the first-ever CAE 3000 Series
civil helicopter simulator in China.

The use of simulation for training is the
norm in the civil aviation industry. By
contrast, training is not regulated in
Defence and a significant amount of live
training is used. We see this as an upside
opportunity for CAE over the long term.
We continue to see a shifting away from
live aircraft training to simulator-based
training. At about one-tenth the cost, and
equally or more effective than live training,
CAE's offerings are part of the solution
to the challenges facing defence forces
globally — a way to maintain and improve
mission readiness at a lower cost.

In addition to the progress being made to
develop our long-term, recurring services
business, we are broadening our reach
into core defence market adjacencies
like land and professional services. These
provide strong opportunities for CAE
to grow its overall market for defence-
related solutions.

Reductions to defence spending in the
U.S. and Europe are continuing to occur
but so far they have not had a big impact
on our business or outlook. CAE is well
positioned on highly relevant platforms
including helicopters, transport aircraft,
tankers and jet trainers. We have an
important footprint in the biggest defence
markets — the United States and Europe
— and we also have a well-established
presence in other key global markets that
are growing and where we are addressing
new opportunities.

For both Civil and Defence segments,
we maintain strong relationships with
major original equipment manufacturers,
having signed important contracts
or agreements last year with Airbus,
ATR, Boeing, Lockheed

Martin and Mitsubishi. These contracts

Honeywell,
demonstrate our important position
on key platforms and the quality
relationships we have with major OEMs.
Underpinning our optimism is our
leadership in innovation and technology.
We invest approximately 10% of our
revenue in R&D every year to expand
technologies for our core markets and
to continue supporting our entry into
our New Core Markets.

Acknowledgements

Our team did a great job of seizing
opportunities to generate revenue and
strengthen our competitive position in
fiscal 2011. We listened to customers
and responded efficiently to their
needs. | would like to thank all CAE
team members for their winning attitude
and their contribution to our strong
performance. | am extremely proud to
lead such a dedicated group of people.

The governments of Canada and
Quebec are long-term partners in
CAE’s R&D initiatives and | wish to
acknowledge their participation. Thank
you also to the members of our Board
of Directors for their counsel and
support, and to our shareholders for

their confidence in our company.

Qe N T

Marc Parent
President and Chief Executive Officer
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Global first.

Since the initial export sale of a flight simulator in the early 1950s, global market penetration has been at the
core of CAE’s business strategy. Some 60 years later, the company is firmly established on five continents, with
operations and training centres in more than 20 countries and customers in more than 150. CAE today is the only
simulation and training company with a truly global presence. CAE is global first!

We have developed strong relationships with hundreds of
customers and successful joint ventures in several markets.
We have established a physical presence in many parts of the
world to serve customers locally while leveraging the global
breadth and capability of our entire company.

We are solidly established in the mature economies of North
America and Europe, which represent approximately 75%
of our annual revenues. With leadership positions in key
segments, we are well positioned to grow with our customers.

In the emerging markets of China, Southeast Asia, India,
the Middle East and Latin America, demand for simulation

CAE’s Emerging Markets Footprint

and training services is expanding at an accelerated pace.
The future is promising as these countries and regions build
out their air transportation infrastructure and CAE is solidly
positioned to participate in this growth.

Today, about 10% of CAE’s global workforce of more than
7,500 employees is on the ground in these markets. CAE
is already a leader with a proven track record and customer
relationships nurtured over decades. We are the only company
in our field that can offer comprehensive solutions in these
markets from a local base. In addition, we are recognized as
a desirable partner, by both private and public entities. In all
of these countries and regions, being global first gives CAE a
distinct advantage.

India Middle Latin Southeast China

A East America Asia
CAE (S ) | e |
v '# ’

Annual growth in
passenger air travel' 9.2% 6.8% 5.5% 8.3% 71%
Civil market position #1 #1 #1 #1 #1
Share of FFS 81% 55% 44% 48% 68%
Sales of defence
simulators " 12 2 19 -
First sale 1970 1974 1978 1979 1988

Training and

e Commercial

e Commercial

h o Helicont « Busi e Commercial e Commercial e Commercial
SORUCES . As Iif]ﬁliooer . Hgﬁér;estsér e Business* e Business* * Helicopter*
P e Helicopter* e Defence e Ab initio
e Defence * Defence
JVs / Long-term * Gov't of India Emirates e LAN, TAM, Gol AirAsia China Southern
agreements e HAL e Lider Aviagao Airlines

LEGEND: FFS - full-flight simulator ~ JV —joint venture ~ * — Upcoming

1 — Expected annual growth in passenger air travel 2010-2029 (Source: Airbus Forecast 2010-2029).
2 - CAE’s share of FFS installed base takes into account FFSs sold to third parties and located in its training centres.
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India

CAE has been active in India for over forty years, with sales of 10 FFSs for commercial
airlines and helicopters as well as 11 simulators for India’s defence forces. We recently
established the country’s first independent civil aviation centre and India’s first advanced
helicopter training facility serving both civil helicopter operators and defence forces. We
offer support services to Indian defence forces and have developed an engineering
centre of excellence. We also operate two ab-initio pilot training schools, including a
joint venture with the government.

Middle East

CAE has a more than thirty-year track record in the Middle East. With our joint
venture partner Emirates, we operate an independent civil aviation training centre in
Dubai which is the only one in the region to provide training for business aircraft and
helicopters. Since inception, we have sold 35 FFSs for commercial, business and
helicopter training and 12 simulators for national defence forces. We are currently
developing an A330 Multi-Role Tanker Transport training device for both the UAE Air
Force and Royal Saudi Air Force.

Latin America

CAE has been present in the Latin American market for more than 30 years. We
established the first independent civil aviation training centres in Brazil and Chile, and
both have been expanded recently. New training locations in Peru for civilian aircraft
and Mexico for helicopters and business aviation will open in 2012. Our strong position
in civil aviation was recently strengthened with long-term training agreements with
three airlines that represent 60% of domestic air travel capacity in South America. We
have delivered a C-295 full-mission simulator to the Brazilian Air Force and are actively
pursuing defence opportunities in several Latin America countries.

Southeast Asia

During more than three decades of sales in Southeast Asia, CAE has established itself
as a leader in its field in both civil and defence markets. We have sold 77 FFSs to
national airlines and 19 simulators to defence forces in eight countries. In partnership
with AirAsia, we operate one of the largest flight training centres in this region. We are
currently developing simulation and training systems for helicopters, transports and
unmanned aerial systems for defence customers in the region.

China

CAE has conducted business in China for over 20 years and has installed 62 FFSs in the
country. Our joint venture with China Southern Airlines operates the largest third-party
flight training facility in China and we will be launching one of the first helicopter training
programs in that country in 2012.

CAE Annual Report 2011 | 11
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CAE is the world’s largest provider of flight simulation technology and a world leader in flight training, with an unparalleled breadth
and depth of expertise. We have the world’s largest installed base of flight simulators and the broadest global network of training
centres serving all market segments. We are number 1 in the sale of full-flight simulators, number 1 in commercial aviation training,
number 2 in business aviation training and our CAE Global Academy is the world’s largest network of ab initio fight academies.

Global footprint

CAE offers the broadest portfolio
of simulation products, training and
services for the civil aviation industry.
Its global presence in every major
region of the world — more than 20
countries and people on the ground —
allows customers to train closer to their
home operations base while benefiting
from world-class training and customer
support services.

Market drivers

The existing fleet of civil aircraft
represent a huge market for training
services on specific aircraft types and
mandated recurrent pilot training.
This demand is complemented by
specialized training services resulting
from the need to replace large numbers
of pilots, maintenance technicians and
flight attendants who are expected to
retire over the next several years.

12 | CAE Annual Report 2011

In addition, passenger traffic and the
global aircraft fleet are forecast to
double in the next 15 years, driving
significant demand for training services
and products. A portion of the demand
for new aircraft will be met by new
and more fuel-efficient aircraft which
require new types of simulators and
training programs. Emerging markets
such as Southeast Asia, the Indian
sub-continent, the Middle East and
Latin America will account for a large
share of future global demand for
aircraft, simulation products and
integrated training services for aircrew
and maintenance personnel as these
countries build the infrastructure to
support accelerating growth in air travel
as their economies develop.

Growth strategy

In mature markets, CAE is expanding
and strengthening its suite of training
services and solutions to keep pace

with the needs of its large base of
commercial and business aviation
customers. In the under-served
helicopter segment, we are expanding
our capabilites and footprint in
response to a growing need for
simulation-based training that is being
driven by safety and cost factors.
Mature markets currently represent
approximately three-quarters of the
global demand for our training services.

In emerging markets, where CAE has
already established an unmatched
footprint, we are strengthening our
leadership positions  through long-
term training agreements with key
operators and expanding our capacity
to serve customers locally in all aviation
segments. In both emerging and
mature markets, CAE is pursuing its
strategies through organic investments,
partnerships and joint ventures.
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CAE has also taken the lead to address
the shortage of pilots through CAE
Global Academy, the world’s largest
network of ab initio flight training
organizations. The network includes
11 CAE and partner-owned campuses
on five continents with a capacity for
training up to 1,800 student pilots
annually. With CAE Global Academy
and the breadth of its training services,
CAE has become a major global
provider of pilots.

CAE’s growth strategy is supported by
its technological leadership in modeling
and simulation, and its long history
of developing first simulators for new
aircraft. CAE has recently developed or
is currently under contractto develop the
first simulators for many of the world’s
newest aircraft platforms, including
the Airbus A350 XWB, Boeing 747-8,
Mitsubishi Regional Jet (MRJ), ATR42-
600 and ATR72-600, Bombardier
CSeries and Learjet 85, Embraer

Phenom 100 and 300, Dassault
Falcon 7X and the Commercial Aircraft
Corporation of China, Ltd (COMAC)
ARJ21. The Company has taken its
advanced modeling and simulation
technologies and systems engineering
expertise further in order to help aircraft
manufacturers develop new aircraft.
Bombardier is making use of the CAE
Augmented Engineering Environment
to support the development of the
CSeries aircraft.

In fiscal 2011, CAE’s civil business
started to benefit from the recovery
in commercial aviation with increased
revenues and operating results,
including the sale of 29 FFSs. CAE
also continued to strengthen its global
position in business and helicopter
aircraft with key contract awards, the
acquisition of CHC Helicopter’s flight
training business and a joint venture
with Lider Aviagao.

CAE is well positioned to address
helicopter pilot training needs, an
underserved market.

e

N, -
~Zi

CAFE

CAE 3000 Series full-flight
helicopter simulator in the
Phoenix, USA, training centre.
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CAE has revolutionized
maintenance training by
introducing its simulation-
based CAE Simfinity
training suite, including at
the Honeywell Aerospace
Academy in Arizona.
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Civil

Qantas Airways purchased a

second CAE 7000 series full-flight

simulator for an Airbus A380.

These AirAsia cadets are the first
class to undertake CAE’s Multi-

crew Pilot License Program.

United States / Canada / Australia

Commercial aviation

CAE expanded its global network of
professional aviation training centres
with a 33 location with the signing
of a multi-year agreement with Virgin
America to develop and support a
new pilot training centre near the
airline’s home base in San Francisco.
CAE is instaling an existing CAE-
owned Airbus A320 Level D full-flight
simulator and providing training centre
operations support for the simulator
and other services.

Qantas Airways of Australia added to its
large installed base of CAE equipment
with the purchase of a second CAE
7000 Series Level D FFS for the
A380, the largest passenger aircraft
in the world. Qantas also trains on six
other simulators and 19 other training
devices from CAE and has two FFSs
for the Boeing 787 aircraft on order.

Business aviation

CAE continued to expand its business
aviation network by adding a Falcon
50 EX FFS and a Phenom 300 FFS in
Dallas, USA. The company signed a
five-year contract renewal with Flight
Options for pilot training services
covering six fleet aircraft types. The
training will be conducted in Dallas and
in Morristown, New Jersey.

CAE also announced it had sold a CAE
7000 Series FFS for Bombardier’s new
Learjet 85 business aircraft — the world’s
first simulator for that aircraft.

Helicopters

The first CAE 3000 Series helicopter
mission simulator, a Eurocopter AS350
B2 model located in Phoenix, Arizona,
was qualified by the U.S. Federal
Aviation Administration (FAA) for Level
7 flight training device credits. It is
conveniently located for the large

number of AS350 operators in the
region who can now train their pilots

close to their base of operations.

CAE Global Academy

Cadets enrolled in CAE’s Multi-crew
Pilot License (MPL) beta program class
are on track for graduation in mid-
2011. The AirAsia cadets completed
their training at CAE Global Academy
member Moncton Flight College (MFC)
in New Brunswick, Canada, at CAE
SimuFlite in Dallas and at CAE Training
and Services in Toronto, Canada.

This is the first application of an
MPL program to adhere to new
performance-based ATO certification
requirements developed by Transport
Canada. The program is designed to
ICAQ standards for the MPL license.
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CAE was selected to design and
manufacture two CAE 7000 Series
FFSs for the Airbus A350 XWB, the
world’s first FFSs for the new long-
range aircraft. CAE will also develop six
CAE Simfinity Procedures Trainers for
this aircraft.

CAE will provide a range of products
and support services to operators of
ATR aircraft under an agreement with
ATR. CAE will also develop the world’s
first ATR42/72-600 FFS and associated
training devices. In addition, ATR has
partnered with CAE Flightscape to
offer flight data analysis and flight data
monitoring services to all operators of
ATR aircraft.

Lufthansa Flight Training (LFT) is
adding a CAE 5000 Series A320 FFS
to its large fleet of CAE simulators.
Since 1980, the airline has purchased
more than 30 CAE Leve