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United States
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Washington, DC 20549
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to
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REGISTRATION STATEMENT
Under
THE SECURITIES ACT OF 1933

STANTEC INC.
(Exact name of Registrant as specified in its charter)

CANADA 8711 Not Applicable
(State or Other Jurisdiction of (Primary Standard Industrial (IRS Employer
Incorporation or Organization) Classification Code Number) Identification Number)

10160 112 Street, Edmonton, Alberta, Canada, T5K 2L6, (780) 917-7000
(Address, including zip code, and telephone number, including area code, of Registrant s principal executive offices)

Stantec Consulting Inc
8211 South 48th Street
Phoenix, AZ 85044
(602) 438-2200

(Name, address, including zip code, and telephone number, including area code, of agent for service)

Copies to:
Christopher J. Cummings, Esq.
Shearman & Sterling LLP C.N. Franklin Reddick III, Esq.
Commerce Court West Akin Gump Strauss Hauer & Feld LLP.
199 Bay Street, Suite 4405 2029 Century Park East, 22" Floor
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Approximate date of commencement of proposed sale of the securities to the public: As promptly as
practicable after this Registration Statement becomes effective and upon consummation of the transactions described
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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities
Act, check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the
following box and list the Securities Act registration statement number of the earlier effective registration statement
for the same offering.

of Each Class of Securitiesto ~ Amount to Proposed Maximum Proposed Maximum Aggregate Amount of Regist
Be Registered Be Registered Offering Price per Unit(1) Offering Price (2) Fee (3)(4)
Common Shares $104,761,817.72 $12,330.47

(1) Pursuant to Rule 457(0) of Securities Act of 1933, this information is not included.

(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rules 457(f)(1) and (3) and Rule
457(c) of the Securities Act of 1933 based on (1) the product of (i) $23.11, the average of the bid and asked prices
of a share of common stock of The Keith Companies, Inc. as reported by the Nasdaq National Market on
August 12, 2005 and (ii) 8,650,852 shares of common stock of The Keith Companies, Inc. the number of shares
of common stock of The Keith Companies, Inc. outstanding at the close of business on August 12, 2005,
including all vested options to purchase common stock of The Keith Companies, Inc., less (2) $95,159,372, the
amount of cash to be paid by the Registrant in exchange for shares of common stock of The Keith Companies,
Inc. (equal to the product of (i) $11.00 and (ii) 8,650,852 shares of common stock of The Keith Companies, Inc.).

(3) Computed in accordance with Rule 457(f) under the Securities Act of 1933 to be $12,330.47, which is equal to
$117.70 per million of the proposed maximum aggregate offering price of $104,761,817.72.
(4) Registrant previously paid $10,041.10.

The registrant hereby amends this Registration Statement on such date or dates as may be necessary to
delay its effective date until the registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission acting pursuant
to said Section 8(a), may determine.
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The information in this proxy statement/prospectus is not complete and may be changed. We may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. The proxy
statement/prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these securities in
any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED AUGUST 16, 2005
[ ], 2005
To the Shareholders of The Keith Companies, Inc.:

You are cordially invited to attend a special meeting of the shareholders of The Keith Companies, Inc. to approve
the merger of The Keith Companies, Inc. and Stantec Consulting California Inc., a wholly-owned subsidiary of
Stantec Inc. Your board of directors has unanimously approved a merger agreement that will have the effect of
combining the businesses of Keith and Stantec. Your board of directors believes that the merger will benefit you as a
shareholder of Keith and asks for your support in voting to approve the merger agreement at the special meeting of
Keith s shareholders to be held at 9:00 a.m. Pacific Time, on [ 1, 2005 at 19 Technology Drive, Irvine,
California 92618.

In the proposed merger, Keith will be merged with and into Stantec Consulting California Inc., a wholly-owned
subsidiary of Stantec, with Stantec Consulting California Inc. being the surviving company. If the merger agreement is
approved and the merger is consummated, each share of Keith common stock will be converted into the right to
receive (1) US$11.00 in cash, (2) 0.23 common shares of Stantec and (3) that number of Stantec common shares equal
to US$5.50, based on the trading prices of Stantec shares for 20 trading days prior to the merger and then prevailing
currency exchange rates. Based on the closing sale price of Stantec common shares and the U.S. dollar-Canadian
dollar exchange rate as of August 12, 2005, 0.23 Stantec common shares had a value of approximately US$7.27 and
US$5.50 equaled approximately 0.17 Stantec common shares. You will have the right to select the form of merger
consideration you receive by electing (A) a mix of cash and Stantec common shares, as described above, (B) all
Stantec common shares or (C) all cash, subject to pro rata adjustment in the case of (B) and (C) if one of these options
is oversubscribed. Based on the closing sale price of Stantec common shares and the U.S. dollar-Canadian dollar
exchange rate as of August 12, 2005, for each share of Keith common stock a holder who elects to receive (A) a mix
of cash and Stantec common shares will receive US$11.00 and approximately 0.40 Stantec common shares, (B) all
Stantec common shares will receive approximately 0.75 Stantec common shares and (C) all cash will receive
approximately US$23.77, subject to pro rata adjustment in the case of (B) and (C). Fractional shares will not be
issued, but a cash payment will be made for those fractional shares. Upon consummation of the merger, Keith s
shareholders will own approximately 17% of the outstanding Stantec common shares.

If the merger does not qualify as a tax-free reorganization under Section 368(a) of the United States Internal
Revenue Code, Stantec has the option, at its discretion, to complete the merger by paying cash merger consideration
of US$22.00 per share.

KEITH S BOARD OF DIRECTORS HAS APPROVED THE MERGER AND UNANIMOUSLY
RECOMMENDS THAT THE SHAREHOLDERS OF KEITH VOTE FOR THE APPROVAL OF THE
MERGER AGREEMENT AND ITS TERMS.

Approval of the merger agreement and adjournment of the special meeting requires the affirmative vote of the
holders of at least a majority of Keith s outstanding common stock.

Attached to this letter is an important document providing detailed information concerning Stantec, Keith, the
merger and a more thorough explanation of Keith s board of directors view of the merger, as well as other matters
related to the special meeting.

PLEASE READ THIS DOCUMENT CAREFULLY, INCLUDING THE SECTION DESCRIBING RISK
FACTORS BEGINNING ON PAGE 16.

IT IS IMPORTANT TO VOTE YOUR SHARES, IN PERSON OR BY PROXY, BECAUSE THE
FAILURE TO VOTE WILL HAVE THE SAME EFFECT AS A VOTE AGAINST THE MERGER. Whether
or not you plan to attend the special meeting, please submit your proxy promptly by completing, dating and
returning your proxy card in the enclosed envelope. Returning the proxy card does not deprive you of your
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right to attend the special meeting and vote in person.
We look forward to your support.
Sincerely,

Aram H. Keith
Chairman of the Board and Chief Executive Officer
Neither the Securities and Exchange Commission nor any state or Canadian provincial or territorial
securities regulatory authority has approved or disapproved the securities to be issued in connection with the
merger or determined if this proxy statement/prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.
This proxy statement/prospectus is dated [ ], 2005 and is expected to be first mailed to shareholders of
Keith on or about that date.
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THE KEITH COMPANIES, INC.

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON [ 1, 2005
TO THE SHAREHOLDERS OF THE KEITH COMPANIES, INC.:
NOTICE IS HEREBY GIVEN that a special meeting of shareholders of The Keith Companies, Inc. will be held at
9:00 a.m. Pacific Time, on [ ], 2005 at 19 Technology Drive, Irvine, California 92618, for the following
purposes of voting on:

(1) the approval of the Agreement and Plan of Merger and Reorganization, dated as of April 14, 2005, as
amended May 9, 2005, among Stantec Inc., Keith and Stantec Consulting California Inc., a wholly-owned
subsidiary of Stantec, a copy of which is attached as Appendix A to the enclosed proxy statement/prospectus; and

(2) to transact such other business as may properly come before the special meeting, including authority to
adjourn or postpone the special meeting to another time and place for the purpose of soliciting additional proxies.
Only shareholders of record at the close of business on August 11, 2005 are entitled to notice of and to vote at the

special meeting and any adjournments or postponements thereof.

KEITH S BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE IN FAVOR
OF THE PROPOSAL TO APPROVE THE MERGER AGREEMENT AND ITS TERMS.

Dissenters rights may be available under Chapter 13 of the California Corporations Code for the shareholders of
Keith in connection with the merger. In order to exercise dissenters rights, Keith shareholders must deliver a written
demand to Keith no later than the date of the special meeting and must vote against approval of the merger proposal.
A copy of the applicable California statutory provisions is included as Appendix D to the attached proxy
statement/prospectus and a summary of these provisions can be found under The Merger Dissenters Rights in the
attached proxy statement/prospectus.

The merger of Keith and Stantec Consulting California Inc. is more fully described in the proxy
statement/prospectus accompanying this notice. You are encouraged to carefully read the proxy statement/prospectus
and the attached annexes.

Whether or not you plan to attend the special meeting, we encourage you to read the proxy
statement/prospectus and submit your proxy as soon as possible. It is important that your shares be
represented at the special meeting. A FAILURE TO VOTE HAS THE SAME EFFECT AS VOTING
AGAINST THE MERGER. Whether or not you plan to attend the special meeting, please submit your proxy
promptly by completing, dating and returning your proxy card in the enclosed envelope. You may revoke your
proxy at any time until it is voted by a later dated proxy or by attending the special meeting and voting in
person.

Please do not send any stock certificates you may have at this time.

Our principal executive offices are located at 19 Technology Drive, Irvine, California 92618. Our telephone
number is (949) 923-6001.

By Order of the Board of Directors

Gary C. Campanaro
Secretary
August [ ], 2005
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Additional Information
This proxy statement/prospectus incorporates important business and financial information about Keith from
documents that are not included in or delivered with this document. This information is available to you without
charge upon your written or oral request. You can obtain documents related to Keith that are incorporated by reference
in this document, without charge, by requesting them in writing or by telephone from any of:

The Keith Companies, Inc. Stantec Inc. The Altman Group, Inc.
19 Technology Drive 10160-112 Street 1275 Valley Brook Avenue
Irvine, California, USA 92618-2334 Edmonton, Canada, T5K 2L6 Lyndhurst, NJ 07071
Phone: (949) 923-6001 Phone: (780) 917-7000 Phone: (201) 806-2205
Attention: Investor Relations Attention: Investor Relations Attention: Charlotte Brown

For information on where to obtain copies of such documents on the internet, see Where You Can Find More
Information elsewhere in this proxy statement/prospectus. Please note that copies of the documents provided to you
will not include exhibits, unless the exhibits are specifically incorporated by reference into the documents or this
proxy statement/prospectus.

To obtain timely delivery, security holders must request this information no later than five business days before
the date they must make their investment decision. In order to receive timely delivery of requested documents in
advance of the special meeting, you should make your request no later than [ 1, 2005.

For information on submitting your proxy, please refer to the instructions on the enclosed proxy card.
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Presentation of Financial and Other Information

The historical consolidated financial data of Stantec Inc. contained in this proxy statement/ prospectus are reported
in Canadian dollars and have been prepared in accordance with accounting principles generally accepted in Canada, or
Canadian GAAP. Canadian GAAP differs in some material respects from United States generally accepted accounting
principles, or U.S. GAAP, and so this financial data may not be comparable to the financial data of U.S. companies.
For a discussion of the differences between Canadian GAAP and U.S. GAAP as they relate to Stantec, see note 21 to
Stantec s audited consolidated financial statements, which are included elsewhere in this proxy statement/ prospectus.

The consolidated financial data of The Keith Companies, Inc. included and/ or incorporated by reference in this
proxy statement/ prospectus are reported in U.S. dollars and have been prepared in accordance with U.S. GAAP.

Unless otherwise stated or the context otherwise requires, all references in this proxy statement/ prospectus to C$
are to Canadian dollars and all references to US$ or U.S. dollars are to United States dollars.

Exchange Rate Data

The following tables set forth certain exchange rates based on the inverse of the noon buying rate in the city of
New York for cable transfers in Canadian dollars as certified for customs purposes by the Federal Reserve Bank of
New York. On August 12, 2005 the inverse of the noon buying rate was C$1.00 equals US$0.8371.

Two
Quarters
Ended
Years Ended December 31, June 30,
2000 2001 2002 2003 2004 2005
Average(1) US$ 0.6725  US$ 0.6443  US$ 0.6368  US$ 0.7186  US$ 0.7701 US$ 0.8095
(1) The average of the exchange rates on the last day of each month during the year or quarter indicated.
Month
March .
Feb. 2005 2005 April 2005 May 2005 June 2005 July 2005
High US$ 0.8134 US$ 0.8322 US$ 0.8233 US$ 0.8082 US$ 0.8159 US$ 0.8300
Low US$ 0.7962 US$ 0.8024 US$ 0.7957 US$0.7872 US$ 0.7950 US$ 0.8041

2

10
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Questions and Answers About the Merger

The following questions and answers are intended to address briefly some commonly asked questions regarding

the special meeting and the merger. These questions and answers may not address all questions that may be important
to you as a Keith shareholder. Please refer to the more detailed information contained elsewhere in this proxy
statement/prospectus and the appendixes attached to this proxy statement/prospectus.

Unless otherwise stated or the context otherwise requires, all references in this proxy statement/prospectus to

Stantec, we, us, and our are to Stantec Inc. and its subsidiaries; all references to Keith are to The Keith
Companies, Inc. and its subsidiaries and all references to Stantec Consulting are to Stantec Consulting California Inc.

Q1:
Al:

Q2:
A2:

Q3:
A3:

What am I being asked to vote on?

You are being asked to vote to approve the Agreement and Plan of Merger and Reorganization and its terms,
which is referred to in this proxy statement/prospectus as the merger agreement, dated as of April 14, 2005, as
amended May 9, 2005, among Stantec, Keith and Stantec Consulting, a newly formed, wholly-owned subsidiary
of Stantec. If the merger is completed, Keith will no longer be a public company.

What consideration will be paid in connection with merger?

The merger consideration to be paid by Stantec includes a fixed amount of cash equal to US$11.00 per share of
Keith common stock, as well as Stantec common shares, which as of August 12, 2005, had a value of
approximately US$12.77. The number of shares that Stantec will issue as merger consideration is partly fixed
and partly variable. The fixed component is equal to 0.23 Stantec common shares per share of Keith common
stock. The variable component is equal to an amount of Stantec common shares equal to US$5.50 per share of
Keith common stock, based on the 20-day average trading price of Stantec common shares prior to the merger.
As a consequence, the actual number of Stantec common shares that will be issued in the merger and that you
may receive as merger consideration is not known at this time. Based on the closing sale price of Stantec
common shares and the U.S. dollar-Canadian dollar exchange rate as of August 12, 2005, 0.23 Stantec common
shares had a value of approximately US$7.27 and US$5.50 equaled approximately 0.17 Stantec common shares.
The 20-day average trading price of Stantec common shares means the simple average of the daily weighted
average sales price of Stantec common shares on the Toronto Stock Exchange, as reported by Bloomberg L.P.,
for each of the 20 consecutive trading days ending on, and including, the second trading day prior to the merger.
The weighted average sales price for each trading day is converted from Canadian dollars to U.S. dollars at the
inverse of the noon buying rate quoted by the Federal Reserve Bank of New York on such trading day.

What will I receive in the merger?

You will have the right to select the form of merger consideration you will receive by electing one of the
following options:

Option 1: a mix of cash and Stantec common shares;

Option 2: all Stantec common shares; or
Option 3: all cash.
Because Stantec will pay a fixed amount of cash and will issue a specific amount of shares in connection with

the merger, the actual consideration you will receive will not be known until after all
3
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shareholder elections have been made. Once all elections have been made, the following procedure will be used

to determine the actual form of merger consideration that you will receive:

(1) If you elect Option 1 (a mix of cash and Stantec common shares), you will receive US$11.00 and the amount
of Stantec common shares described in answer 2 above, regardless of the number of Keith shareholders that
elect this option.

(2) If you elect Option 2 (all Stantec common shares) you will receive 0.23 Stantec common shares per share of
Keith common stock plus a variable amount of Stantec common shares equal to US$16.50 per share of Keith
common stock, based on the 20-day average trading price of Stantec common shares. However, if the
number of Stantec common shares that Keith shareholders elect to receive is greater than the total number of
Stantec common shares that Stantec is required to issue, then you will receive a proportionate allocation of
Stantec common shares and cash based on the formula set out in Section 2.01(e) of the merger agreement.

(3) If you elect Option 3 (all cash) you will receive US$16.50 cash plus cash equal to the value of 0.23 Stantec
common shares, based on the 20-day average trading price of Stantec common shares. However, if the
amount of cash that Keith shareholders elect to receive is greater than the total amount of cash that Stantec is
required to pay, then you will receive a proportionate allocation of cash and Stantec common shares based
on the formula set out in Section 2.01(f) of the merger agreement.

Based on the closing sale price of Stantec common shares and the U.S. dollar-Canadian dollar exchange rate as

of August 12, 2005, for each share of Keith common stock a holder who elects to receive (1) a mix of cash and

Stantec common shares will receive US$11.00 and approximately 0.40 Stantec common shares, (2) all Stantec

common shares will receive approximately 0.75 Stantec common shares and (3) all cash will receive

approximately US$23.77, subject to pro rata adjustment in the case of (2) and (3).

If you do not make an election, you will be deemed to have elected, and will receive, Option 1, a mix of
cash and Stantec common shares.

You will not receive any fractional Stantec common shares in the merger. Instead, Stantec will pay you cash for
any fractional Stantec common share you would have otherwise received, taking into account all shares of Keith
common stock you own.

If, for some reason, the merger would not qualify as a tax-free reorganization under the provisions of
Section 368(a) of the United States Internal Revenue Code of 1986, as amended, referred to in this proxy
statement/prospectus as the Code, Stantec has the option, at its sole discretion, to complete the merger by paying
cash merger consideration of US$22.00 per share of Keith common stock rather than the merger consideration
described above. In such circumstances, you would receive US$22.00 in cash for each and every share of Keith
common stock you own. In the event that Stantec exercises this option, Keith and Stantec will recirculate a
revised proxy statement/ prospectus and resolicit the vote of Keith shareholders to approve the merger. If the
merger does not qualify as a tax-free reorganization and Stantec does not exercise its option to pay all cash,
Keith will not be obligated to consummate the merger. Furthermore, in such situation Stantec and Keith will not
consummate the merger without recirculating a revised proxy statement/ prospectus and resoliciting the vote of
Keith shareholders to approve the merger.
How does the Keith board of directors recommend that I vote?
The Keith board of directors unanimously recommends that you vote  FOR approval of the merger agreement
and its terms.

4
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Why is the Board of Directors recommending that I vote for approval of the merger agreement?

The board of directors of Keith believes the merger consideration is fair and that the merger is in the best
interests of Keith stockholders. For a more detailed explanation of the beliefs of the board of directors of Keith,
see The Merger Keith s Reasons for the Merger.

What vote of Keith s shareholders and what vote of Stantec shareholders is required in connection with
the merger?

Approval of the merger agreement requires the affirmative vote of the holders of at least a majority of Keith s
outstanding common stock. Aram H. Keith, Margie R. Keith and The Aram H. Keith and Margie R. Keith
Revocable Trust entered into a Stockholders Support Agreement pursuant to which the shareholders granted
Stantec an irrevocable proxy to vote their shares of Keith common stock, representing approximately 16% of the
outstanding shares of Keith common stock, in favor of the merger. No vote of Stantec shareholders is required
(or will be sought) in connection with the merger.

What happens if I do not vote?

IF YOU DO NOT VOTE YOUR SHARES, THAT WILL BE THE EQUIVALENT OF A VOTE AGAINST
APPROVAL OF THE MERGER AGREEMENT AND, THEREFORE, WILL BE THE SAME AS A VOTE
AGAINST THE MERGER.

When do you expect the merger to be completed?

We expect to complete the merger as promptly as practicable after we receive approval of Keith shareholders at
the special meeting. We currently anticipate closing the transaction in the third calendar quarter of 2005.

What do I need to do now?

After carefully reading and considering the information contained in the proxy statement/prospectus, please fill
out, sign and date the proxy card, and then mail your signed proxy card in the enclosed prepaid envelope as soon
as possible so that your shares may be voted at the special meeting.

If my shares are held in street name by my broker, will my broker vote my shares for me?

You should instruct your broker to vote your shares. Please check with your broker and follow the voting
procedures your broker provides. Your broker will advise you whether you may submit voting instructions by
telephone or internet. If you do not instruct your broker, your broker will generally not have the discretion to
vote your shares without your instructions. Because approval of the merger agreement requires an affirmative
vote of the holders of at least a majority of the outstanding shares of Keith common stock, these so-called broker
non-votes, where the broker does not vote for or against approval of the merger agreement, have the same effect
as votes cast against approval of the merger agreement. See The Special Meeting Required Vote; Quorum; How
to Vote.

May I change my vote after I have mailed my signed proxy card?

Yes. You may change your vote at any time before your proxy is voted at the special meeting. You can do this
in several ways. You can send a written notice stating that you want to revoke your proxy, or you can complete
and submit a new proxy card. If you choose either of these methods, you must submit your notice of revocation
or your new proxy card to:

The Altman Group, Inc.

1275 Valley Brook Avenue

Lyndhurst, NJ 07071

Phone: (201) 806-2205

Attention: Charlotte Brown

13
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You can also attend the special meeting and vote in person. Simply attending the special meeting, however, will
not revoke your proxy; you must vote at the special meeting.

If you have instructed a broker to vote your shares, you must follow the voting procedures received from your
broker to change your vote.
If I want to attend the special meeting, what do I do?
You must come to 19 Technology Drive, Irvine, California 92618, at 9:00 a.m. Pacific Time, on [ 1,
2005.
Should I send in my stock certificates now?
No. If the merger is completed and you hold any Keith stock certificates, you will receive written instructions
for exchanging those Keith stock certificates for the merger consideration. You may not have received any stock
certificates because your shares of Keith common stock were directly registered. The written instructions you
will receive will advise you what to do if your shares were directly registered.
What if I cannot find my stock certificate?
There will be a procedure for you to elect to receive your merger consideration even if you lost one or more of
your Keith stock certificates. This procedure, however, may take time to complete. In order to ensure that you
will be able to receive your merger consideration promptly after the merger is completed, if you cannot locate
your Keith stock certificates after looking for them carefully, we urge you to contact Keith s transfer agent, U.S.
Stock Transfer Corporation, as soon as possible and follow the procedure for replacing your Keith s stock
certificates. U.S. Stock Transfer Corporation, can be reached at 1-800-835-8778, or you can write to U.S. Stock
Transfer Corporation at the following address: 1745 Gardena Avenue, Glendale, CA 91204-2991.
Can I dissent and require appraisal of my shares?
Dissenters rights will be available under Chapter 13 of the California Corporations Code, referred to in this
proxy statement/prospectus as the CCC, for Keith shareholders in connection with the merger if demands for
payment are made with respect to 5% or more of the outstanding Keith common stock. In general, to preserve
their dissenters rights, Keith shareholders who wish to exercise these rights must:

deliver a written demand to Keith for purchase of their shares of Keith common stock, which must be received

by Keith no later than the date of the special meeting;

vote their shares of Keith common stock AGAINST approval of the merger proposal;

continuously hold their shares of Keith common stock from the date they make the demand through the closing
of the merger; and

comply with the other provisions of Chapter 13 of the CCC.
If, after the effective time of the merger, that shareholder withdraws or otherwise loses the right to demand
purchase of its shares of Keith common stock, those shares shall be treated as if they had been converted as of
the effective time of the merger into the right to receive the merger consideration. See The Merger Dissenters
Rights beginning on page 100.

The text of the CCC governing dissenters rights is attached to this proxy statement/prospectus as Appendix D.
Your failure to comply with the procedures described in Appendix D will result in the loss of your dissenters
rights.
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Q16: Are there risks that I should consider in deciding whether to vote for approval of the merger agreement?

A16: Yes. We have set forth in the section entitled Risk Factors beginning on page 16 of this proxy
statement/prospectus a number of risk factors that you should consider carefully in connection with the merger.

Q17: Will Keith common stock continue to be traded on the Nasdaq National Market after the merger is
completed?

A17: No. If the merger is consummated, Keith common stock will no longer be listed for trading on the Nasdaq
National Market. However, Stantec common shares are listed on the New York Stock Exchange under the
trading symbol SXC.

Q18: Who can help answer my additional questions about the merger?

A18: If you have questions about the merger, you should contact any of the following:

The Keith Companies, Inc. Stantec Inc. The Altman Group, Inc.
19 Technology Drive 10160-112 Street 1275 Valley Brook Avenue
Irvine, California, USA 92618-2334 Edmonton, Canada, T5K 2L6 Lyndhurst, NJ 07071
Phone: (949) 923-6001 Phone: (780) 917-7000 Phone: (201) 806-2205
Attention: Investor Relations Attention: Investor Relations Attention: Charlotte Brown
7
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Summary

This summary highlights selected information from this proxy statement/ prospectus. It does not contain all of the
information that may be important to you. You should carefully read this entire proxy statement/ prospectus and the
other documents to which this document refers for a more complete understanding of the matters being considered at
the special meeting. See  Where You Can Find More Information About Stantec and Keith.

Unless otherwise stated or the context otherwise requires, all references to Stantec,  we, us, and our
are to Stantec Inc. and its subsidiaries; all references to Keith are to The Keith Companies, Inc. and its
subsidiaries, all references to Stantec Consulting are to Stantec Consulting California Inc.; and all references to

merger agreement are to the Agreement and Plan of Merger and Reorganization between Stantec, Stantec
Consulting and Keith dated as of April 14, 2005, as amended May 9, 2005.
The Companies
Stantec Inc.

Stantec provides professional consulting services in planning, engineering, architecture, interior design, landscape
architecture, surveying, environmental sciences project management and project economics for infrastructure and
facilities projects. Stantec is focused on increasing the size and profitability of its operations by acquiring professional
consulting firms in Canada, the United States and other countries and has consummated 18 such acquisitions since the
beginning of 2002.

Stantec provides services to clients in both the public and private sectors primarily in North America through
integrated and discipline specific consulting and project delivery. Stantec believes that its organizational structure
gives it both the strength and diversity of a large organization and a strong regional presence to deliver its services
locally. Stantec s consulting services business unit focuses on providing total infrastructure solutions targeted to five
practice areas  buildings, environment, industrial, transportation and urban land. Founded in 1954, Stantec currently
has approximately 4,350 employees, of whom approximately 2,150 are professionals. For the year ended
December 31, 2004, Stantec had gross revenue of approximately C$520.9 million and net income of approximately
C$30.2 million

Stantec is a Canadian company. Its corporate headquarters are located at 10160 112 Street, Edmonton, Alberta,
T5K 2L6. Its phone number is (780) 917-7000.

Stantec Consulting California Inc.

Stantec Consulting California Inc., a California corporation, is a wholly-owned subsidiary of Stantec that was
recently incorporated solely for the purpose of effecting the merger with Keith. Since its incorporation, Stantec
Consulting has not carried on any activities, other than in connection with the offer and the merger.

The Keith Companies, Inc.

Keith is a full service engineering and consulting services firm providing professional services on a wide range of
projects to the real estate development, public works/ infrastructure, and energy/ industrial industries. Keith has a
diverse public and private client base including real estate developers, residential and commercial builders, architects,
cities, counties, water districts, state and federal agencies, landowners, commercial retailers, energy providers and
various manufacturers. Its professional staff and project workers provide a comprehensive menu of services that are
needed to effectively manage, engineer and design infrastructure and state-of-the-art facilities.

Keith has acquired eight companies since December 1, 1997 and as of January 31, 2005, Keith had approximately
830 employees/ project workers providing engineering and consulting services from 17 divisions in 7 states:
California, Michigan, Nevada, Texas, Utah, Oregon and Arizona. In addition, Keith also has the ability to provide
start-up, testing and other energy-related technical consulting services in Brazil.

Keith is a California corporation. Its corporate headquarters are located at 19 Technology Drive, Irvine, California
92618. Its phone number is (949) 923-6001.

Comparative Per Share Market Price and Exchange Rate Data

Stantec common shares are listed on the Toronto Stock Exchange under the trading symbol STN and on the New

York Stock Exchange under the trading symbol SXC. Keith common stock is listed on the

8

16



Edgar Filing: STANTEC INC - Form F-4/A

17



Edgar Filing: STANTEC INC - Form F-4/A

Nasdaq National Market under the trading symbol TKCI. Upon completion of the merger, Keith common stock will
no longer trade on the Nasdaq National Market.

The following table sets forth the closing sale prices of Stantec common shares and Keith common stock as
reported on the Toronto Stock Exchange and the Nasdaq National Market, respectively, on April 14, 2005, the last
trading day before the public announcement of the merger, and [ ], 2005 the last practicable trading day
before the distribution of this proxy statement/prospectus. The price of Stantec common shares has been converted
from Canadian dollars to U.S. dollars at the inverse of the noon buying rate quoted by the Federal Reserve Bank of
New York on such trading day. We urge you to obtain current market quotations for both the Stantec common shares
and the Keith common stock.

Stantec Keith
Common Common
Shares Stock
At April 14, 2005 US$ 23.15 US$ 16.85
At ] US$ [ ] US$ [ ]

The Merger

We are proposing a merger of Keith and Stantec Consulting, a wholly-owned subsidiary of Stantec. Following
completion of the merger, Stantec Consulting will continue as the surviving corporation of the merger and as a
wholly-owned subsidiary of Stantec. After the merger, Keith s existing shareholders will own approximately 17% of
the outstanding Stantec common shares (based on 18,937,019 Stantec common shares outstanding as of April 13,
2005).

Pursuant to the merger agreement attached as Appendix A to this proxy statement/ prospectus, each share of Keith
common stock will be exchanged for merger consideration equal to: (1) US$11.00 in cash, (2) 0.23 common shares of
Stantec and (3) that number of Stantec common shares equal to US$5.50, based on the 20-day average trading price of
Stantec common shares prior to the merger. Based on the closing sale price of Stantec common shares and the
U.S. dollar-Canadian dollar exchange rate as of August 12, 2005, 0.23 Stantec common shares had a value of
approximately US$7.27 and US$5.50 equaled approximately 0.17 Stantec common shares.

Holders of Keith common stock will have the right to elect to receive their merger consideration in the form of
(A) a mixture of cash and Stantec common shares, as described above, (B) all Stantec common shares or (C) all cash,
subject in the case of (B) and (C) to pro rata adjustment if the amount of Stantec common shares or cash is
oversubscribed. Based on the closing sale price of Stantec common shares and the U.S. dollar-Canadian dollar
exchange rate as of August 12, 2005, for each share of Keith common stock a holder who elects to receive (A) a mix
of cash and Stantec common shares will receive US$11.00 and approximately 0.40 Stantec common shares, (B) all
Stantec common shares will receive approximately 0.75 Stantec common shares and (C) all cash will receive
approximately US$23.77, subject to pro rata adjustment in the case of (B) and (C).

If the merger will not qualify as a tax-free reorganization under the provisions of Section 368(a) of the Code,
Stantec has the option, at its sole discretion, to complete the merger by paying cash merger consideration of US$22.00
per share of Keith common stock rather than the merger consideration described above. In such circumstances, you
would receive US$22.00 in cash for each and every share of Keith common stock you own. In the event that Stantec
exercises this option, Keith and Stantec will recirculate a revised proxy statement/prospectus and resolicit the vote of
Keith shareholders to approve the merger. If the merger does not qualify as a tax-free reorganization and Stantec does
not exercise its option to pay all cash, Keith will not be obligated to consummate the merger. Furthermore, in such
situation, Stantec and Keith will not consummate the merger without recirculating a revised proxy statement/
prospectus and resoliciting the vote of Keith shareholders to approve the merger.

The Special Meeting

When and Where. The special meeting will be held at 9:00 a.m. Pacific Time on [ ], 2005 at Keith s

corporate headquarters, 19 Technology Drive, Irvine, California 92618.
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Purpose of the Special Meeting. The purpose of the special meeting is to vote upon approval of the merger
agreement.
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Record Date; Voting Power. Only holders of Keith common stock as of the close of business on August 11, 2005,
the record date, are entitled to vote at the special meeting or any adjournment or postponement of the special meeting.
Each share of Keith common stock is entitled to one vote. The holders of Keith options do not have voting rights and
will not be entitled to vote at the special meeting.

Required Vote. The affirmative vote of the holders of a majority of the outstanding shares of Keith common stock
as of the record date is required to approve the merger agreement. Votes may be cast by mailing a signed proxy card
or by voting in person at the special meeting. The failure to vote, or the abstention from voting, by a shareholder will
have the same effect as a vote against approval of the merger agreement. As of the record date, 8,016,547 shares of
Keith common stock were outstanding, held by 45 record holders. On the record date, 17% of the outstanding shares
of Keith common stock were held by directors and executive officers of Keith and their respective affiliates. All of the
Keith directors have indicated that they intend to vote their Keith shares of common stock in favor of the approval of
the merger agreement. In addition, Aram H. Keith, the Chairman and Chief Executive Officer of Keith, has granted
his proxy to Stantec to vote his shares of Keith common stock, representing approximately 16% of the outstanding
shares of Keith common stock, in favor of the merger.

The Merger Agreement

The merger agreement is described beginning on page 103. The merger agreement is also attached as Appendix A
to this document. We urge you to read the entire document because it is the legal document governing the merger.
Other Agreements

Concurrently with entering into the merger agreement, Stantec, Stantec Consulting, Aram H. Keith, Margie R.
Keith and The Aram H. Keith and Margie R. Keith Revocable Trust entered into a Stockholders Support Agreement
pursuant to which the stockholders granted Stantec an irrevocable proxy to vote their shares of Keith common stock in
favor of the merger. See Other Agreements Stockholders Support Agreement.

Stantec and Keith also entered into a Confidentiality Agreement, dated as of February 18, 2005, containing terms
customary for such confidentiality agreements. See Other Agreements Confidentiality Agreement.

Stantec and Aram H. Keith entered into a letter agreement, dated as of April 14, 2005, in which Stantec agreed to
cause Stantec Consulting to make an offer of employment to Mr. Keith and Mr. Keith agreed, subject to the
satisfaction of certain other conditions, including the receipt of US$525,000, to terminate his existing change in
control agreement with Keith. See Other Agreements Letter Agreement.

Recommendation of Keith s Board of Directors

Keith s board of directors has unanimously determined that the merger agreement and the merger are fair to, and in
the best interests of, Keith s public shareholders, and approved and declared advisable the merger agreement, the
merger and the other transactions contemplated by the merger agreement.

KEITH S BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR APPROVAL
OF THE MERGER AGREEMENT AND ITS TERMS.

Opinion of Keith s Financial Advisor

In deciding to approve the merger agreement and the merger, Keith s board of directors received a written opinion
of Bear, Stearns & Co. Inc. delivered to Keith s board of directors on April 14, 2005 to the effect that, as of the date of
the opinion, based upon and subject to various considerations and assumptions set forth in the opinion, the merger
consideration to be received by Keith s shareholders pursuant to the merger agreement is fair from a financial point of
view. The full text of Bear Stearns written opinion is attached to this proxy statement/ prospectus as Appendix B. You
are encouraged to read this opinion carefully in its entirety for a description of the assumptions made, procedures
followed, matters considered and limitations on the reviews undertaken by Bear Stearns.
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Interests of Keith and Stantec Executive Officers and Directors in the Merger

When you consider the Keith board of directors recommendation to vote in favor of approval of the merger
agreement, you should be aware that Keith s executive officers and directors may have interests in the merger that may
be different from, or in addition to, the interests of the other Keith shareholders. Keith s board of directors was aware
that these interests existed when it approved and declared advisable the merger agreement and determined that the
merger agreement and the merger are fair to, and in the best interests of, Keith and its shareholders. See The Merger
Interests of Keith and Stantec Executive Officers and Directors in the Merger.

Aram H. Keith, the Chairman and Chief Executive Officer of Keith, has granted a proxy to Stantec to vote the
Keith common stock held by a trust in which he is one of the trustees, in favor of the merger agreement. Mr. Keith has
also entered into a letter agreement with Stantec pursuant to which, subject to the satisfaction of certain conditions,
including the receipt of US$525,000, his change in control agreement with Keith will terminate and he will become
Vice Chairman of Stantec at the first Stantec board meeting following consummation of the merger.

Gary C. Campanaro, Keith s Chief Financial Officer, Secretary and a director of Keith, has entered into a
separation agreement with Keith, pursuant to which, upon consummation of the merger, Mr. Campanaro will be
entitled to receive a payment of US$1.9 million, plus a gross up for excise taxes, the payment of certain expenses and
the vesting of unvested options and restricted Keith common stock, in full settlement of Keith s obligations under
Mr. Campanaro s change in control agreement with Keith.

Eric C. Nielsen, Keith s President and Chief Operating Officer, is a party to a change in control agreement with
Keith, which provides for severance payments in certain circumstances following a change in control of Keith.

Mr. Nielsen s employment is expected to continue following the closing of the merger. If his employment were to
terminate following the closing of the merger, under certain conditions requiring a severance payment, he would be
entitled to a severance payment, based on his 2005 salary and his 2004 bonus, of approximately $900,000, plus
ancillary benefits.

In addition, pursuant to the merger agreement, prior to closing, Keith will offer to purchase all unvested options to
acquire Keith common stock, subject to the closing of the merger, for cash equal to the merger consideration less the
exercise price of such option. Agreements with Messrs. Keith, Nielsen and Campanaro also provide for the vesting of
all unvested options held by them at the effective time of the merger. Several other of Keith s executive officers and
directors hold unvested options to purchase Keith common stock, including Thomas Braun, President of Real Estate
Development of Keith, Dean Palumbo, President of Energy/ Industrial Services of Keith, and Robert Ohlund,
President of Public Works/ Infrastructure Services. Assuming consideration equal to US$23.77 per unvested option,
less the aggregate exercise price of such unvested options, officers and directors will receive the following as a result
of the merger:

Number of Value, Net of
Name Unve.sted Aggregat(.e Exercise
Options Price

Aram H. Keith 36,000 US$ 441,480
Eric C. Nielsen 30,000 US$ 352,920
Gary C. Campanaro 30,000 US$ 352,920
Thomas Braun 4,500 US$ 61,830
Dean Palumbo 5,300 US$ 66,229
Robert Ohlund 10,000 US$ 62,700
Other board members(1) 3,000 US$ 29,880

(1) Includes Christine Iger, Edward Muller and George Deukmejian
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Vested options to purchase Keith common stock will be cancelled upon consummation of the merger. It is
expected that holders of such vested options will exercise their vested options prior to the merger and will receive the
merger consideration. Assuming consideration equal to US$23.77 per vested option, less the aggregate exercise price
of such vested options, officers and directors will receive the following as a result of the merger:

Value of
Merger
Consideration,
Weighted
Number of Average Net of Aggregate
Name Ves.t ed Exe1:c1se Exercise Price
Options Price
Aram H. Keith 80,000 US$ 10.96 US$ 1,025,040
Eric C. Nielsen 75,556 US$ 10.23 US$ 1,023,243
Gary C. Campanaro 83,982 US$ 9.14 US$ 1,228,629
Thomas Braun 27,740 US$ 6.55 US$ 477,729
Dean Palumbo 13,470 US$ 9.61 US$ 190,795
Other board members(1) 23,814 US$ 9.78 US$ 333,103

(1) Includes Christine Iger, Edward Muller and George Deukmejian

Messrs. Nielsen and Campanaro own shares of unvested Keith restricted stock that will vest upon closing of the
merger, which will result in such shares being converted into a right to receive the merger consideration. Assuming
consideration equal to US$23.77 per share of restricted common stock, Messrs. Nielsen and Campanaro will receive
the following as a result of the merger:

Number of Shares

of
Unvested Keith Value of
Name Restricted Stock M.erger.
Consideration
Eric C. Nielsen 10,834 US$ 257,524
Gary C. Campanaro 10,834 US$ 257,524

Messrs. Braun and Palumbo hold shares of unvested restricted Keith common stock, which will be converted into
unvested restricted Stantec common shares in connection with the merger. Based on the closing sale price of Stantec
common shares and the U.S. dollar-Canadian dollar exchange rate as of August 12, 2005, Messrs. Braun and Palumbo
will receive the following number of unvested restricted Stantec common shares as a result of the merger:

Number of Shares

of Number of
Unvested Keith Unvested Restricted
Restricted Stantec Common
Shares
Name Common Stock Received
Thomas Braun 10,334 7,750
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Dean Palumbo 8,167 6,125

In the merger agreement, Stantec has agreed to maintain existing indemnification arrangements for Keith directors
and officers against certain liabilities arising before and after the merger.
Material U.S. Federal Income Tax Consequences

For U.S. federal income tax purposes, the merger has been structured to qualify as a reorganization under the
provisions of Section 368(a) of the Code. Such qualification is discussed in more detail under Material U.S. Federal
Income Tax Consequences . The exchange of Keith common stock for solely Stantec common shares in the merger
will not result in the recognition of gain by U.S. Holders (as defined under Material U.S. Federal Income Tax
Consequences ) (except as described under Material U.S. Federal Income Tax Consequences to the extent the
U.S. Holder receives cash in lieu of fractional Stantec common shares and in the case of a 5% transferee shareholder
who does not enter into a  gain recognition agreement in accordance with applicable Treasury regulations). It is a
condition to the closing that Stantec and Keith shall have each received opinions to such effect from Shearman &
Sterling LLP and Akin Gump Strauss Hauer & Feld LLP, respectively, which opinions shall not have been withdrawn
or modified in any material respect. These opinions rely upon certain factual representations made by Stantec, Keith
and Stantec Consulting as of the date of this proxy statement/ prospectus. The issuance of such opinions is conditioned
upon the receipt by each of Shearman & Sterling LLP and Akin Gump Strauss Hauer & Feld LLP of certain
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additional factual representations to be made by Stantec, Keith and Stantec Consulting, which representations shall be
dated on or before the date of such opinions and shall not have been withdrawn or modified in any material respects.

The U.S. federal income tax consequences of the merger to a particular U.S. Holder of Keith common stock will
depend on the form of consideration received by the U.S. Holder in exchange for its Keith common stock. A
U.S. Holder who exchanges Keith common stock solely for Stantec common shares will not recognize any gain or
loss on the exchange except to the extent that the U.S. Holder receives cash in lieu of fractional Stantec common
shares. If a U.S. Holder exchanges its Keith common stock for a combination of Stantec common shares and cash and
the U.S. Holder s adjusted tax basis in the Keith common stock surrendered in the merger is less than the sum of the
fair market value, as of the date of the merger, of the Stantec common shares and the amount of cash received by the
U.S. Holder, then the U.S. Holder will recognize gain equal to the lesser of (1) the sum of the amount of cash and the
fair market value, as of the date of the merger, of the Stantec common shares received by the U.S. Holder minus the
adjusted tax basis of the Keith common stock surrendered therefor or (2) the amount of cash that the U.S. Holder
receives. If a U.S. Holder s adjusted tax basis in the Keith common stock surrendered in the merger is greater than the
sum of the amount of cash and the fair market value of the Stantec common shares received in the merger, the U.S.
Holder will realize a loss that is not currently allowed or recognized for U.S. federal income tax purposes. A U.S.
Holder who exchanges Keith common stock solely for cash in the merger will recognize gain or loss in an amount
equal to the difference between the amount of cash received and the U.S. Holder s adjusted tax basis in the Keith
common stock surrendered in the merger.
Material Canadian Federal Income Tax Consequences

The conversion of Keith common stock into the right to receive Stantec common shares and cash (including cash
instead of fractional common shares) pursuant to the merger will not, in general, give rise to Canadian tax for holders
of Keith common stock who are not and who are not deemed to be resident in Canada. Dividends paid or credited to
holders of Stantec common shares who are not and who are not deemed to be resident in Canada are subject to a
Canadian withholding tax of 25%. Under the Canada-United States Income Tax Convention (1980), referred to in this
proxy statement/ prospectus as the Convention, the rate of that withholding tax is generally reduced to 15% for
holders resident in the United States. Assuming that Stantec common shares are not taxable Canadian property, any
capital gain realized on a disposition of those shares by holders who are not and who are not deemed to be resident in
Canada will not be subject to tax in Canada. The Stantec common shares will generally not constitute taxable
Canadian property to a non-resident of Canada if, at the time of disposition of such shares, the Stantec common shares
are listed on a prescribed stock exchange (which includes the Toronto Stock Exchange, the New York Stock Exchange
and the Nasdaq National Market) and the holder, persons with whom the holder does not deal at arm s length or the
holder together with those persons does not own and has not, at all times during the 60-month period immediately
preceding the disposition, owned 25% or more of the issued shares of any class or any series of shares of Stantec.
Accounting Treatment of the Merger

Stantec will account for the merger as a purchase for financial reporting purposes under Canadian and U.S. GAAP.
Regulatory Matters Related to the Merger

U.S. Antitrust Laws. The Hart-Scott-Rodino Antitrust Improvements Act of 1976, referred to in this proxy
statement/ prospectus as the HSR Act, prohibits Stantec and Keith from completing the merger until each of them
notifies and furnishes required information to the Antitrust Division of the U.S. Department of Justice and to the U.S.
Federal Trade Commission, and the required waiting period has expired or been earlier terminated. Each of Stantec
and Keith filed a pre-merger notification form under the HSR Act. Early termination of the waiting period was granted
effective May 20, 2005.
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No Solicitation

Subject to specified legal and fiduciary exceptions, the merger agreement precludes Keith or any of its affiliates,
whether directly or indirectly, from initiating, soliciting or encouraging any proposals for, entering into any agreement
in connection with, or participating in any discussions or negotiations regarding, any third party proposal relating to
(1) any merger, consolidation, share exchange, business combination, recapitalization, liquidation, dissolution or other
similar transaction involving Keith or any subsidiary; (2) any sale, lease, exchange, transfer or other disposition of
assets or businesses that constitute or represent 15% or more of the total revenue, operating income, EBITDA or
assets of Keith and its subsidiaries, taken as a whole; (3) any sale, exchange, transfer or other disposition of 15% or
more of any class of equity securities of Keith or of any significant subsidiary (as defined in Rule 1-02 of
Regulation S-X under the Securities Act); (4) any tender offer or exchange offer that, if consummated, would result in
any person beneficially owning 15% or more of any class of equity securities of Keith or of any significant subsidiary;
(5) any solicitation in opposition to approval of this Agreement by Keith s stockholders; or (6) any other transaction
the consummation of which would reasonably be expected to prevent or materially delay the merger.
Conditions to the Merger

The respective obligations of each of Stantec and Keith to effect the merger are conditioned upon the satisfaction
of the following conditions:

Keith s shareholders having affirmatively voted to approve the merger agreement by the requisite vote;

the Toronto Stock Exchange having approved the listing of the Stantec common shares to be issued in connection
with the merger (Stantec has received conditional approval to list such Stantec common shares on the Toronto
Stock Exchange);

the registration statement of which this proxy statement/ prospectus is a part having been declared effective under
the Securities Act of 1933, and no stop order or proceeding seeking a stop order being pending by or before the
Securities and Exchange Commission; and

no injunction, order or other legal restraint or prohibition preventing the consummation of the merger being in

effect and no statute, rule, regulation or order by any U.S. or foreign governmental entity being in effect which

makes the consummation of the merger illegal.

The obligation of each of Stantec and Keith to effect the merger is further subject to the satisfaction (or waiver) of

the following additional conditions:

the other party having performed in all material respects its obligations under the merger agreement and its

representations and warranties in the merger agreement being true and correct as of the closing of the merger,

except for failures to be true and correct that would not reasonably be expected to have a material adverse effect

(as defined in the merger agreement);

there shall not have been a material adverse change in the business of the other party since the date of the merger
agreement;

the other party shall have delivered an officer s certificate attesting to compliance of such other party with its
representations, warranties and covenants under the merger agreement and to the absence of a material adverse
change in such other party s business; and

each party having received an opinion from its U.S. tax counsel that:
the merger will qualify as a reorganization within the meaning of Section 368(a) of the Code.
The obligation of Stantec to effect the merger is further subject to the satisfaction (or waiver) of the following
additional conditions:
Keith shall have deposited with the Exchange Agent for the benefit of the holders of Keith common stock the
lesser of (1) US$18,000,000 and (2) the maximum amount of cash that would not preclude the merger from
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qualifying as a reorganization within the meaning of Section 368(a) of the Code;

Keith shall have at least US$40,000,000 of cash or cash equivalents, less the amount of cash deposited with the
Exchange Agent;

the number of dissenting shares shall be less than 5% of the issued and outstanding shares of Keith common
stock; and

14
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Termination
Stantec and Keith can mutually agree to terminate the merger agreement prior to the effective time of the merger.
Also, either party may terminate the merger agreement without the consent of the other if:
the merger is not consummated by December 31, 2005, unless the party seeking to terminate the merger
agreement has failed to comply with the merger agreement and that failure has been the cause of, or resulted in,
the failure of the merger to occur on or before December 31, 2005;

Keith shareholders fail to adopt the merger agreement at the special meeting; or

the other party breaches its representations, warranties, covenants or agreements contained in the merger
agreement; provided, however, that the non-breaching party may not terminate the agreement prior to the
expiration of 15 days from the date that notice of the breach is provided to such other party and as long as such
other party is exercising its best efforts to cure the breach.

Additionally, Stantec may terminate the merger agreement if Keith s board of directors has withdrawn, modified or
changed, in any manner adverse to Stantec, its support for the merger or takes other specified actions that would be
adverse to the completion of the merger. Furthermore, Keith may terminate the merger agreement if it accepts a
superior acquisition proposal and pays a termination fee and pays Stantec s expenses.

Termination Fee

If the merger agreement is terminated after a change in recommendation by Keith s board of directors or a
termination by Keith s board of directors in order to enter into a binding agreement with respect to a superior
acquisition proposal, Keith is required to pay Stantec a termination fee of US$3.0 million, plus Stantec s fees, costs
and expenses in connection with the merger. The termination fee could discourage other companies from seeking to
acquire or merge with Keith.

Comparison of Shareholder Rights

The election by you to convert your shares of Keith common stock into the right to receive Stantec common shares
in the merger will result in differences between your rights as a Stantec shareholder, governed by the Canada Business
Corporations Act, and your rights as a Keith shareholder, governed by the CCC. See Comparison of Shareholder
Rights on page 115.
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Risk Factors

In addition to the other information included or incorporated by reference into this proxy statement/ prospectus,
including the matters addressed under the caption Forward-Looking Statements, you should carefully consider the
matters described below in evaluating an investment in Stantec common shares offered by this proxy statement/
prospectus.
Risk Factors Relating to the Merger

You cannot be certain of the value of merger consideration that you will receive in the merger.

Upon completion of the merger, you shall have the right to elect to receive any one of the following forms of
merger consideration in exchange for each and every share of Keith common stock that you own:

(1) a mix of cash and stock equal to (A) US$11.00 in cash, (B) 0.23 common shares of Stantec and (C) that
number of Stantec common shares equal to US$5.50, based on the 20-day average trading price of Stantec
common shares prior to the merger;

(2) all Stantec common shares equal to (A) 0.23 Stantec common shares and (B) that number of Stantec
common shares equal to US$16.50, based on the 20-day average trading price of Stantec common shares prior to
the merger; or

(3) all cash equal to (A) US$16.50 and (B) cash equal to the value of 0.23 common shares, based on the 20-day
average trading price of Stantec common shares prior to the merger.

As is described above, and as is more fully detailed in the merger agreement attached to this proxy statement/
prospectus as Appendix A, a fixed exchange ratio of 0.23 forms part of the merger consideration calculation
regardless of which form of merger consideration you elect to receive. Therefore, the dollar value of the merger
consideration you receive under any of option (1), (2) or (3) above is dependent on the trading price of Stantec
common shares prior to the time that the merger is consummated. The market price of Stantec common shares is
subject to volatility and will likely be different, and may be lower, on the date you receive your Stantec common
shares than the market price of Stantec common shares as of the date of this proxy statement/ prospectus or the date of
the special meeting. For example, the high and low closing sales prices for Stantec s common shares during the
52 weeks ended August 12, 2005 were C$37.75 and C$20.35, respectively. Similarly, for those shareholders who elect
to receive all or part of their consideration in Stantec common shares, the number of Stantec common shares that such
shareholders will receive will vary depending on the average trading price of Stantec common shares prior to the
merger. The higher the average trading price, the fewer Stantec common shares you will receive and the lower the
average trading price, the more Stantec common shares you will receive. In addition, part of the value in U.S. dollars
of the merger consideration you receive will vary depending upon changes in the applicable currency exchange rate,
which is subject to significant change. For example, during 2004 the Canadian dollar ranged in value from a high of
US$0.8434 to a low of US$0.8063. In all cases, the exact amount of cash or number of shares you will receive is not
currently known.

In addition, the price of Keith common stock immediately prior to the effective time of the merger may vary from
its price on the date the merger agreement was executed, on the date of this proxy statement/ prospectus and on the
date of the special meeting. Variations in the prices of Keith common stock and of Stantec common shares prior to the
effective time of the merger and of Stantec common shares after the effective time may be the result of various
factors, including:

changes in the business, operations or prospects of Stantec or Keith;

changes in economic conditions and the outlook for economic conditions;
market reaction to the proposed merger; and

the timing of the consummation of the merger.
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If the merger is completed, it will not be completed until following the date of the special meeting and the
satisfaction or waiver of all conditions to the merger. Therefore, at the time of the special meeting you will not know
the precise dollar value of the merger consideration that you will become entitled to receive at the effective time of the
merger. You are urged to obtain a current market quotation for Stantec common shares.

Failure to complete the merger could negatively impact the price of Keith common stock and Keith s future

business and operations.

The proposed merger with Keith is subject to a number of conditions, including the approval of the Keith
shareholders of the merger agreement, the receipt of tax opinions from legal counsel and a requirement that Keith
have cash and cash equivalents of at least US$40.0 million. At June 30, 2005, Keith had cash and cash equivalents of
US$43.9 million. If any of these conditions were to fail to be satisfied, the merger may not be consummated. If the
merger is not completed, the ongoing business of Keith and the trading price of the Keith common stock may be
adversely affected and Keith will be subject to several risks, including the following:

failure to complete the merger may seriously harm investors and analysts perception of Keith s underlying
business and prospects which could seriously harm Keith s stock price;

the price of the Keith common stock, which currently reflects a premium as a result of the proposed merger, may
decline to price ranges similar to, or below, those that existed prior to the announcement of the merger;

costs related to the merger, such as legal, accounting, financial advisory and financial printing fees must be paid
by Keith, even if the merger is not completed,;

Keith may be required to pay Stantec a termination fee of US$3.0 million plus its expenses, if the merger
agreement is terminated in certain circumstances;

the diversion of Keith s management s attention from the day-to-day business of Keith and the unavoidable
disruption to Keith s employees and its relationships with customers may, in turn, detract from Keith s ability to
grow revenue and minimize costs and lead to a loss of market position that Keith could be unable to regain;

Keith management may not pursue operating plans and acquisitions and other opportunities that could be
beneficial to Keith;

the announcement of the merger could have an adverse effect on Keith s revenue in the near-term if customers
delay, defer or cancel contracts pending resolution of the merger; if this were to occur, Keith s results of
operations and quarterly revenue could be substantially below the expectations of market analysts and could
cause a reduction in the trading price of the Keith common stock; and

Keith would not realize the benefits it expects to receive by being part of a combined company with Stantec, as
well as the potentially enhanced financial and competitive position Keith believes would result from the merger.

In addition, in the event that the merger is not completed and the Keith board of directors determines to seek
another merger or business combination, it may not be able to find a partner willing to pay an equivalent or more
attractive price than that which would have been paid in the merger with Stantec Consulting.

An election to receive all shares or all cash may not result in a payment in all shares or all cash.

Your ability to receive all shares or all cash will be subject to a pro rata adjustment should one of these alternatives
be oversubscribed. For example, on the one hand if the number of Stantec common shares that Keith shareholders
elect to receive is greater than the total number of Stantec common shares that Stantec is required to issue, then you
will receive a proportionate allocation of Stantec common shares and cash based
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on the formula set out in the merger agreement. On the other hand, if the amount of cash that Keith shareholders elect
to receive is greater than the total amount of cash that Stantec is required to pay, then you will receive a proportionate
allocation of cash and Stantec common shares based on the formula set out in the merger agreement. Therefore, even
if you elect to receive all stock and are required to take some cash as part of your consideration, you may recognize a
gain under U.S. federal income tax laws and thus be exposed to a tax liability. Similarly, even if you should elect to
receive all cash in exchange for your Keith common stock, you may receive some Stantec common shares as part of
your consideration and the value of your all cash election will depend on the average trading price of Stantec common
shares prior to the merger.

The fairness opinion provided by Bear Stearns was given as of the date of the merger agreement and does not

reflect subsequent changes in circumstances.

The opinion of Bear Stearns, financial advisor to the Keith board of directors, addresses the fairness from a
financial point of view of the merger consideration to be received by Keith shareholders based on the financial,
economic, market and other conditions as they existed on April 14, 2005 and not at any later time. Significant time has
elapsed since the date of the fairness opinion and changes in conditions, which are beyond the control of Keith,
Stantec and Bear Stearns, and on which the opinion is based, may have altered the value of Keith common stock or
Stantec common shares. As a result, Bear Stearns opinion may be of less relevance at the time you are asked to
approve the merger at the shareholders meeting. Bear Stearns has no obligation to update its fairness opinion.

The fairness opinion provided by Bear Stearns is based on various assumptions and is subject to various

limitations.

In its review and analysis and in formulating its opinion, Bear Stearns assumed and relied, without independent
verification, upon the accuracy and completeness of the financial and other information provided to it by Keith and
Stantec, including the range of projected financial results provided to it by management of Keith, and assumed that the
financial information and range of projected financial results were reasonably prepared on bases reflecting the best
currently available judgments and estimates of Keith management. Bear Stearns did not assume any responsibility for
making or obtaining an independent valuation or appraisal of the assets or liabilities of Keith or Stantec, and no such
independent valuation or appraisal was provided to Bear Stearns.

Keith s shareholders may receive a lower return on their investment after the merger.

Although Stantec and Keith believe that the merger will create financial, operational and strategic benefits for the
combined company and its shareholders, these benefits may not be achieved. The combination of Keith s and Stantec s
businesses, even if conducted in an efficient, effective and timely manner, may not result in combined financial
performance that is better than what each company would have achieved independently if the merger had not
occurred.

Stantec and Keith may experience difficulties in integrating Keith s business with the existing operations of

Stantec and so may not realize the anticipated benefits of the merger.

Stantec s and Keith s rationales for the merger are, in part, predicated on our ability to leverage the combined
strengths of the two companies to increase opportunities and grow revenue. Integrating Keith s operations and
personnel with those of Stantec will be a complex process and Stantec may not be able to complete the process rapidly
or without encountering difficulties. The successful integration of Keith s operations with those of Stantec will require,
among other things, integration of Keith s and Stantec s professional services, sales and marketing operations,
information and software systems and coordination of employee retention and hiring and training operations. The
diversion of the attention of management to the integration effort and any difficulties encountered in combining
operations could adversely affect the combined company s businesses and prevent them from realizing the anticipated
improvement in professional service offerings, market penetration and geographic presence that form the foundation
for the merger.
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Uncertainties associated with the merger or Stantec as a new owner may cause Keith to lose customers.

Keith s customers may, in response to the announcement of the merger, delay or defer decisions concerning their
use of Keith s services because of uncertainties related to the consummation of the merger, including that the merger
may not be consummated if all of the conditions to the merger are not fulfilled. This could have an adverse effect on
Stantec s revenue and profitability.

Uncertainties associated with the merger may cause a loss of employees.

The ability to attract and retain trained professionals is one of the key drivers of Stantec s business and results.
Therefore, the success of the combined company after the merger will depend in part upon the ability of Stantec and
Keith to retain key employees of both companies. Competition for qualified personnel can be very intense. In
addition, key employees may depart because of issues relating to the uncertainty and difficulty of the consummation
of the merger, the integration or a desire not to remain with the combined company. Accordingly, Stantec may be
unable to retain key employees to the same extent it was able to do so in the past.

Keith s directors and officers have conflicts of interest in recommending the merger to Keith s shareholders

and may have different interests than you in approving the merger agreement.

In considering the recommendation of Keith s board of directors to approve the merger agreement, Keith s
shareholders should recognize that certain Keith directors and officers have interests in the merger that are different
from, or are in addition to, their interests as Keith shareholders. These interests include:

future employment arrangements;

severance benefits in the merger;
receipt of unvested Stantec restricted common shares in exchange for unvested Keith restricted common stock;
acceleration of the vesting of stock options as a result of the merger; and

indemnification against certain liabilities arising both before and after the merger.
These and additional interests are described under the section of this proxy statement/ prospectus captioned
Interests of Keith s and Stantec s Executive Officers and Directors in the Merger.
Stantec is governed by the laws of Canada and a substantial portion of its assets are, and many of its directors
and officers reside, outside of the United States. As a result, it may not be possible for shareholders to enforce
civil liability provisions of the securities laws of the United States in Canada.
Stantec is governed by the laws of Canada. A substantial portion of Stantec s assets are located outside the
United States, and some of Stantec s directors and all of its officers and some of the experts named in this proxy
statement/ prospectus are residents outside of the United States. As a result, it may be difficult for investors to effect
service within the United States upon Stantec and those directors, officers and experts, or to realize in the
United States upon judgments of courts of the United States predicated upon civil liability of Stantec and such
directors, officers or experts under the United States federal securities laws. There is uncertainty as to the
enforceability in Canada by a court in original actions, or in actions to enforce judgments of United States courts, of
the civil liabilities predicated upon the United States federal securities laws.
Stantec expects to maintain its status as a foreign private issuer under the rules and regulations of the SEC and,
thus, will be exempt from a number of rules under the Securities Exchange Act of 1934 and will be permitted to
file less information with the SEC than a company incorporated in the United States.
As a foreign private issuer, Stantec will be exempt from rules under the Securities Exchange Act of 1934, referred
to in the proxy statement/ prospectus as the Exchange Act, that impose certain disclosure
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and procedural requirements for proxy solicitations under Section 14 of the Exchange Act. In addition, Stantec s
officers, directors and principal shareholders will be exempt from the reporting and short-swing profit recovery
provisions of Section 16 of the Exchange Act and the rules under the Exchange Act with respect to their purchases
and sales of Stantec common shares. Moreover, Stantec will not be required to file periodic reports and financial
statements with the SEC as promptly as U.S. companies whose securities are registered under the Exchange Act, nor
will it be required to comply with Regulation FD, which restricts the selective disclosure of material information.
Accordingly, there may be less publicly available information concerning Stantec than there is for U.S. public
companies such as Keith. Moreover, Stantec expects to be eligible to use the Canada-U.S. multijurisdictional
disclosure system, which will permit Stantec to meet most of its continuous disclosure obligations by filing Canadian
disclosure documents with the Securities and Exchange Commission. Such Canadian disclosure documents differ
from the disclosure required of a U.S. company. In addition, Stantec will not be required to have its internal controls
audited pursuant to Section 404 of the Sarbanes-Oxley Act until it issues its annual report for the year ended
December 31, 2006.

The merger agreement contains provisions that may discourage other companies from trying to acquire Keith

for greater merger consideration.

The merger agreement contains provisions that may discourage a third party from submitting a business
combination proposal to Keith that might result in greater value to Keith s shareholders than the merger. These
provision include the prohibition on Keith from soliciting any acquisition proposals or offers for competing
transactions and the requirement that Keith pay a US$3.0 million termination fee plus Stantec s expenses if the merger
agreement is terminated in specified circumstances.

Risks Related to Stantec s Business

We may be unsuccessful in our goal to increase the size and profitability of our operations, which could lead to

a reduction in our market share and our competitiveness as our industry consolidates.

To help reduce our susceptibility to industry-specific and regional economic cycles and to take advantage of
economies of scale in the highly fragmented professional services industry, we intend to continue to diversify our
business both in terms of geographic presence and service offerings. Since the beginning of 2002, we have completed
18 acquisitions and we expect to continue to pursue selective acquisitions of business that will enable us to enhance
our market penetration and increase and diversify our revenue base. However, we may not be able to locate suitable
acquisitions or be able to consummate any such transactions on terms and conditions acceptable to us. As the
professional services industry consolidates, suitable acquisition candidates are expected to become more difficult to
locate and may only be available at prices or under terms that are less favorable than in the past. In addition, some of
our competitors are much larger than us and have greater financial resources than us and can better afford to pay a
premium for potential acquisition candidates. If we are unable to effectively compete for or locate suitable
acquisitions, our business will not grow in the manner we expect and we will have difficulty achieving our goals for
growth.

If we are unable to effectively manage our growth, we may experience a decline in our revenue and

profitability.

We have grown rapidly in the recent past. For example, our gross revenue has doubled in the past five years. We
intend to pursue further growth through acquisitions and otherwise, as part of our business strategy, but we may not be
able to manage our growth effectively and efficiently. Our inability to manage our growth could cause us to incur
unforeseen costs, time delays or other negative impacts, any of which could cause a decline in our revenue and
profitability. Our rapid growth has presented and will continue to present, numerous administrative and operational
challenges, including the management of an expanding array of engineering and consulting services, the assimilation
of financial reporting systems, increased pressure on our senior management and increased demand on our systems
and internal controls. Furthermore, as we expand our service offerings and geographic presence, we may not be able
to maintain the current level of quality of services.

20

34



Edgar Filing: STANTEC INC - Form F-4/A

We also may encounter difficulties integrating acquisitions that we do make. For example, we acquired Beak
International Incorporated in October 2002, but were not successful in integrating that firm and have sold the majority
of that business back to various employee groups. Acquired businesses may not be profitable because we may not be
successful in generating the same level of operating performance that an acquired company experienced prior to the
acquisition. Also, we may not be able to maintain our reputation in an acquired entity s geographic area or service
offerings and as a consequence our ability to attract and retain clients in those or other areas may be negatively
impacted. Any of these integration issues could divert management s attention from other business activities and could
impact our ability to grow our business effectively.

From time to time, we have pursued and may continue to pursue and invest in business opportunities that are
not directly within our core competencies. These new business opportunities may require a disproportionate
amount of management s time to develop profitably and may not perform as expected.

Acquisitions may bring us into businesses that we have not previously conducted and expose us to additional
business risks that are different than those we have traditionally experienced. For example, we acquired
GKO Engineering in March of 2002. GKO provided services in the industrial practice area, an area in which we
previously did not have a significant presence. Consequently, we may depend in part upon the knowledge and
expertise of the professional service providers and management teams that we acquire in order to make these business
opportunities profitable. New business opportunities frequently bring with them a learning curve that may require
substantial management time, which may create a distraction from our day-to-day business operations. If these
business opportunities do not perform as anticipated or are not profitable, our earnings in those periods may be
materially adversely affected and we may experience a partial or complete loss of our investment.

We may be unable to secure the additional capital required to fund our acquisition strategy, which could lead to

a reduction in our market share and our competitiveness.

In order to fund future acquisitions we will need access to substantial amounts of capital. However, we may be
unable to obtain the necessary capital to finance a successful acquisition program while meeting our other cash needs.
If we are unable to obtain additional capital on acceptable terms, we may be required to reduce the scope of our
anticipated expansion, which may negatively affect our future competitiveness and results of operations.

Currently, we intend to use cash and our common shares as consideration in making future acquisitions. Using
internally generated cash or taking on debt to complete acquisitions could substantially limit our operational and
financial flexibility. The extent to which we will be able or willing to use our common shares for acquisitions will
depend on the market value of our shares from time to time and the willingness of potential sellers to accept our shares
as full or partial payment. In addition, using our shares for future acquisitions may result in a significant dilution to
existing shareholders.

The professional consulting services industry is highly competitive, which could have a negative impact on our

profit margins and our market share.

The markets that we serve are highly competitive and we have numerous competitors for all of the services we
offer. The principal competitive factors in the services we offer are: reputation; experience; breadth and quality of
services; technical proficiency; local offices; competitive total project fees; and service delivery. The number and
identity of competitors varies widely with the type of service we provide. For small to medium sized projects, we
compete with many engineering, architectural and other professional consulting firms. With larger projects, there are
fewer but still many competitors and many of these competitors have greater financial and other resources than we do.
While we compete with other large private and public companies in certain geographic locations, our primary
competitors are smaller privately held regional firms in the United States and Canada. Generally, competition places
downward pressure on our contract prices and profit margins. However, such impact is difficult to quantify. Intense
competition is expected to continue in these markets, presenting us with significant challenges in our ability to
maintain strong growth rates and
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acceptable profit margins. If we are unable to meet these competitive challenges, we could lose market share to our
competitors and experience an overall reduction in our profits. We may not be able to compete successfully with such
competitors and such competition could cause us to lose customers, increase expenditures or reduce pricing, any of
which could have a material adverse effect on our earnings and stock price.

Economic downturns could have a negative impact on our businesses as our clients may curtail investment in

infrastructure projects.

Demand for the services offered by us has been, and is expected to continue to be, subject to significant
fluctuations due to a variety of factors beyond our control, including economic conditions. During economic
downturns, the ability of both private and governmental entities to make expenditures may decline significantly,
which would have a materially adverse effect on our revenue and profitability. We cannot be certain that economic or
political conditions will be generally favorable or that there will not be significant fluctuations adversely affecting our
industry as a whole or key markets targeted by us.

A significant portion of our revenue is derived from clients in the real estate industry. Consequently, our

business could suffer materially if there is a downturn in the real estate market.

On a pro forma basis, after giving effect to the merger as if it had occurred on January 1, 2004, we estimate that
approximately 43% of our 2004 net revenue would have been derived from services related to residential and
commercial real estate development projects. Consequently, reduced demand in the real estate market would likely
have an adverse impact on our urban land group. The real estate market and, therefore, our business, may be impacted
by a number of factors, which may include:

changes in employment levels and other general economic conditions;

changes in interest rates and in the availability, cost and terms of financing;

the impact of present or future environmental, zoning or other laws and regulations;
changes in real estate tax rates and assessments and other operating expenses;
changes in levels of government infrastructure spending and fiscal policies; and

natural or manmade disasters and other factors which are beyond our control.

A significant decrease in the demand for our real estate related services could have a material adverse effect on our
overall business, including our results of operations and liquidity.

We derive significant revenue from contracts with government agencies. Any disruption in government funding

or in our relationship with those agencies could adversely affect our business.

The demand for our services is related to the level of government funding that is allocated to rebuild, improve and
expand infrastructure systems. We derive a significant amount of our revenue from government or government-funded
projects and expect to continue to derive a significant amount of our revenue from such projects in the future.
Approximately 40 to 55% of our gross revenue during the years ended December 31, 2002 through 2004 was derived
from government or government funded projects. Significant changes in the level of government funding could have
an unfavorable impact on our business, financial position, results of operations and cash flows.

We believe that the success and further development of our business depends, in part, upon the continued funding
of these government programs and upon our ability to participate in them. Governments may not have the available
resources to fund these programs or may not fund these programs even if governments have available financial
resources. Some of these government contracts are subject to renewal or extensions annually, so we cannot be assured
of our continued work under these contracts in the future. In addition, government agencies can terminate these
contracts at their convenience. As a result, we may incur costs in connection with the termination of these contracts
and suffer a loss of business. Also, contracts with
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government agencies are sometimes subject to substantial regulation and audit of actual costs incurred. Consequently,
there may be a downward adjustment to our revenue if accrued recoverable costs exceed actual recoverable costs.

We may have difficulty in attracting and retaining qualified professionals, which may harm our reputation in

the marketplace and restrict our ability to implement our business strategy.

We derive our revenue almost exclusively from services performed by our professionals. Consequently, one of the
key drivers of our business is our ability to attract and retain qualified professionals. We may not be able to attract and
retain the desired number of professionals over the short or long term. There is significant competition for
professionals with the skills necessary for providing our services from major and boutique consulting, engineering,
public agency, research and other professional service firms. Our inability to attract and retain qualified professionals
could impede our ability to secure and complete engagements, in which event we may lose market share and our
revenue and profit may decline. In addition, if our employees leave our company and become competitors of ours, we
may lose other employees and some of our existing clients that have formed relationships with such former
employees. We may also lose future clients to a former employee as a new competitor. In either event, we could lose
clients and revenue, and our profitability could decline.

If we are unable to engage qualified subcontractors, we may lose projects, revenue and clients.

We often contract with outside companies to perform designated portions of the services we perform for our
clients. In 2004, subcontractor costs accounted for approximately 8.6% of our gross revenue. If we are unable to
engage qualified subcontractors, our ability to perform under some of our contracts may be impeded and the quality of
our service may decline. As a consequence, we may lose projects, revenue and clients.

The nature of our business exposes us to potential liability claims and contract disputes, which may reduce our

profits.

Our operations are subject to the risk of third-party claims in the normal course of our business, some of which
may be substantial. We have been and may in the future be named as a defendant in legal proceedings where parties
may make a claim for damages or other remedies with respect to our projects or other matters. For example, one of
our subsidiaries is named in a lawsuit related to design services it provided for a roadway in New York State in
connection with a multi-vehicle accident that occurred on the roadway. See Description of Stantec s Business Legal
Proceedings. Any litigation resulting from our business operations could distract management attention from normal
business operations, divert financial resources to the defense of such claims or result in significant attorney fees and
damage awards, for which we may not be fully insured and which could harm our reputation. Any of these
circumstances could adversely affect our profitability.

Our insurance may not cover all claims for which we may be liable and expenses related to insurance coverage

may adversely impact our profitability.

We maintain insurance coverage for our operations, including policies covering general liability, automobile
liability, environmental liability, workers compensation and employers liability, directors and officers liability and
professional liability insurance. The maximum coverage under our professional liability policy is generally
C$35 million per claim and per year, with a per claim deductible of C$500,000 and an aggregate excess deductible of
C$2.5 million. In September 2003, we established a regulated captive insurance company to insure and fund the
payment of any professional liability self-insured retentions related to claims arising after August 1, 2003. We, or our
clients, also obtain project-specific insurance for designated projects from time-to-time. Although we believe that we
have made adequate arrangements for insuring against the above risks, these arrangements may be insufficient to
cover any particular risk. When it is determined that we have liability, we may not be covered by insurance or, if
covered, the dollar amount of these liabilities may exceed our policy limits. Our professional liability coverage is on a

claims-made basis
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covering only claims actually made during the policy period currently in effect. In addition, even where insurance is
maintained for such exposures, the policies have deductibles resulting in our assuming exposure for a layer of
coverage with respect to any such claims. Any liability not covered by our insurance, in excess of our insurance limits
or, if covered by insurance but subject to a high deductible, could result in a significant loss for us, which may reduce
our profits and cash available for operations. Moreover, we may become subject to liability that cannot be insured
against or against which we may choose not to insure because of high premium costs or for other reasons. Our
expansion into new services or geographic areas could result in our failure to obtain coverage for these services or
areas, or the coverage being offered may be at a higher cost than our current coverage. Due to the current insurance
environment, we have experienced and may continue to experience an increase in our insurance premiums. We may
not be able to pass these increases on to our clients in increased billing rates.

If we experience delays and/ or defaults in customer payments, we could suffer liquidity problems or we could

be unable to recover our expenditures.

Because of the nature of our contracts, at times we commit resources to projects prior to receiving payments from
the customer in amounts sufficient to cover expenditures on client projects as they are incurred. Delays in customer
payments may require us to make a working capital investment. If a customer defaults in making its payments on a
project in which we have devoted significant resources, it could have a material negative effect on our liquidity and
results of operations. In addition, clients that withhold payment are more likely to bring claims against us and they
have a higher tendency toward dissatisfaction with the services we provide.

We bear the risk of cost overruns in a significant number of our contracts. We may experience reduced profits

or, in some cases, losses under these contracts if costs increase above our estimates.

We conduct our business under various types of contractual arrangements, most of which are fee for service.
However, approximately 67% of the dollar-value of our contracts are based on a fixed fee or time-and-materials
contract with a ceiling on the maximum costs to the client. Under fixed-fee contracts, we perform services at a
stipulated price. Under time-and-materials contracts with not-to-exceed provisions, we are reimbursed for the number
of labor hours expended at an established hourly rate plus the cost of materials incurred, subject, however, to a stated
maximum dollar amount for the services to be provided under the contract. In both of these types of contracts, we
agree to provide our services based on our estimate of the costs a particular project will involve. These estimates are
established in part on cost and scheduling projections, which may prove inaccurate, or circumstances may change
such as unanticipated technical problems, weaknesses in project management, difficulties in obtaining permits or
approvals, changes in local laws or delays beyond our ability to control. Underestimation of costs for these types of
contracts may cause us to incur losses or result in a project not being as profitable as we expected. In addition, projects
not completed on schedule further reduce profitability because personnel must continue to work on the project longer
than anticipated, which may prevent them from pursuing and working on new projects. Projects that are over budget
or not on schedule can also lead to client dissatisfaction.

Our backlog is subject to unexpected adjustments and cancellations and is, therefore, an uncertain indicator of

our future earnings.

As of December 31, 2004, our backlog was approximately C$380.0 million. The revenue projected in our backlog
may not be realized or, if realized, may not result in profits. Projects may remain in our backlog for an extended
period of time. In addition, project cancellations or scope adjustments may occur, from time to time, with respect to
contracts reflected in our backlog. Backlog reductions can adversely affect the revenue and profit we actually receive
from contracts reflected in our backlog. Future project cancellations and scope adjustments could further reduce the
dollar amount of our backlog and the revenue and profits that we actually receive. Finally, poor project or contract
performance could also impact our profits.
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Because we report our results in Canadian dollars and a substantial portion of our revenue and expenses are

recorded in U.S. dollars, our results are subject to currency exchange risk.

While we report our financial results in Canadian dollars, a substantial portion of our revenue and expenses are in
U.S. dollars. For purposes of financial reporting under Canadian GAAP, revenue and expenses denominated in foreign
currencies are translated into Canadian dollars at the average exchange rates prevailing during the year. We expect to
continue to report our financial results in Canadian dollars in accordance with Canadian GAAP. Therefore, if the
Canadian dollar were to strengthen relative to the U.S. dollar and other currencies, the amount of net income from
non-Canadian dollar denominated business could decrease which could have a material adverse effect on our business,
financial condition and results of operations.

The value of the Canadian dollar relative to the U.S. dollar is subject to volatility. For example, the average
exchange rates for the years ended December 31, 2004, December 31, 2003 and December 31, 2002 for C$1.00
were US$0.7701, US$0.7186 and US$0.6368, respectively. Furthermore, this volatility may continue in the future
and, as discussed above, increases in the strength of the Canadian dollar relative to the U.S. dollar may have a
negative impact on our results of operations.

We enter into forward contracts to manage risk associated with net operating assets outside of our U.S. operations
denominated in U.S. dollars (other than with respect to net operating assets that are owned by U.S. subsidiaries).
These derivative contracts, which are not accounted for as hedges, are marked to market, and any changes in the
market value are recorded in income or expense when the changes occur. As a result, we may not benefit from any
weakening of the Canadian dollar relative to the U.S. dollar.

We may not be able to adequately protect our intellectual property, which could force us to take costly protective

measures such as litigation.

To establish and protect our intellectual property rights, we rely upon a combination of trademark and trade secret
laws, together with licenses, exclusivity agreements and other contractual covenants. The measures we take to protect
our intellectual property rights may prove inadequate to prevent misappropriation of its intellectual property.
Litigation may be necessary to enforce our intellectual property rights or to determine the validity and scope of the
proprietary rights of others. Litigation of this type could result in substantial costs and diversion of resources, may
result in counterclaims or other claims against us and could significantly harm our results of operations.

Adverse weather conditions and natural or other disasters may cause a delay or elimination of our net revenue

which otherwise would have been recognized and adversely affect our profitability.

Field activities are generally performed outdoors and may include surveying, archeology, plant start-up and
testing, and plant operations. Certain weather conditions and natural and other disasters, such as fire, floods, and
similar events, may cause postponements in the initiation and/ or completion of our field activities and may hinder the
ability of our office employees to arrive at work, which may result in a delay or elimination of revenue that otherwise
would have been recognized, while certain costs will continue to be incurred. Adverse weather conditions or disasters
may also delay or eliminate our initiation and/ or completion of the various phases of work relating to our other
engineering services that commence concurrent with or subsequent to field activities. Any delay in completion of the
field, office and/ or other activities may require us to incur additional costs attributable to overtime work necessary to
meet the client s required schedule. Due to various factors, a delay in the commencement or completion of a project
may also result in a cancellation of the contract. As a result, our net revenue and profitability may be adversely
affected.

One of our primary competitive advantages is our reputation and experience. If our reputation is damaged due

to client dissatisfaction, our ability to win additional business may be materially damaged.

Although we serve many diverse clients and are not dependent on any one client or group of clients to sustain our
business, our reputation for delivering effective and efficient solutions on complex projects is one of our most
valuable business development assets. We believe one of our primary competitive advantages is
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our reputation and experience. The loss of this reputation due to client dissatisfaction represents a significant risk to
our ability to win additional business both from existing clients and from those whom we may have dealings with in
the future.

A substantial portion of our total assets are represented by goodwill and other intangible assets as a result of
our acquisitions. If our acquired businesses do not perform as expected, we may be required to write down the
value of our goodwill and other intangible assets, which could have a material adverse effect on our earnings.
Approximately 25% of our total assets are represented by goodwill and other intangible assets. When we acquire a
consulting business, a significant portion of the purchase price for the acquisition is generally allocated to goodwill
and other identifiable intangible assets. The amount of purchase price allocated to goodwill is determined by the
excess of the purchase price paid by us to acquire the consulting business over the fair value of the net identifiable
assets acquired. Canadian and U.S. accounting rules require us to perform an annual impairment test of our goodwill
and indefinite life intangible assets. A deterioration in the operating results of such acquired businesses or the failure
of such acquired business to meet our expectations may adversely affect the carrying value of our goodwill and other
indefinite life intangible assets and could result in an impairment of goodwill associated with such business. As part of
our annual review of goodwill for impairment, we will be considering our actual performance for each of our
reporting units compared to our expectations for 2005 and updating our future expectations for such reporting units.
Our goodwill impairment test will be completed in the third quarter of 2005 and will address impairment issues, if
any, at that time. An impairment of goodwill would be recorded as a charge in our income statement, which could
have a material effect on our earnings.
Risks Related to Stantec Common Shares

Because Stantec s business is more diverse than Keith s in terms of geographic presence and professional

service offerings, Stantec s share price could be impacted by different factors than those that affect the price of

Keith common stock.

Upon completion of the merger, you may become a holder of our common shares. Our overall business differs
from that of Keith, and our results of operations, as well as the trading price of our common shares, may be affected
by factors different from those affecting Keith s results of operations and the price of Keith common stock. For
example, while Keith predominately focuses on providing professional services to the real estate development
industry primarily within California, Stantec provides professional services to clients involved in the building
development, environmental, industrial, transportation and urban land development industries across most of Canada
and the United States. For a discussion of our business and information to consider in connection with such
businesses, see Description of Stantec s Business and for a discussion of Keith s business and information to consider
in connection with such businesses, see Keith s Annual Report on Form 10-K for the fiscal year ended December 31,
2004, which is incorporated by reference in this proxy statement/ prospectus.

Our share price has historically been subject to volatility. As a result, the price of our common shares may

decrease in the future due to a number of company and industry specific or general economic factors.

Our share price has experienced volatility in the past and will likely be volatile in the future. For example, the high
and low closing sales price for Stantec s common shares during the 52 weeks ended August 12, 2005 were C$37.75
and C$20.35, respectively.

The price of our common shares may fluctuate substantially in the future due to, among other things, the following
factors: (1) the failure of our quarterly or annual operating results to meet expectations; (2) the reaction of markets and
securities analysts to announcements and developments involving us; (3) adverse developments in the worldwide,
Canadian or U.S. economy, the financial markets and the engineering and consulting services market; (3) changes in
interest rates; (4) announcements by key competitors; (5) additions
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or departures of key personnel; (6) announcements of legal proceedings or regulatory matters; and (7) general
volatility in the stock market.

In addition, the stock market has experienced volatility that has affected the market prices of equity securities of
many companies, and that has often been unrelated to the operating performance of such companies. A number of
other factors, many of which are beyond our control, could also cause the market price of our common shares to
fluctuate substantially. As a result, you may not be able to resell your shares at or above the associated value of Keith s
shares on the date of the merger, if at all.

Our share price could be adversely affected if a large number of our common shares are offered for sale or

sold.

Notwithstanding the ability of Keith s shareholders to elect to receive cash or stock or mixed consideration in
exchange for their Keith shares upon consummation of the merger, some of the Keith shareholders may subsequently
decide to dispose of their Stantec shares following the merger which could lead to a large supply of our common
shares on the market. If the supply of our common shares is significantly greater than the associated demand, the
market price of our common shares may significantly decline and may not recover.

If we need to sell or issue additional common shares and/ or incur additional debt to finance future

acquisitions, your stock ownership could be diluted and our results of operations could be adversely affected.

Our business strategy is to expand into new markets and enhance our position in existing markets through the
acquisition of complementary businesses. In order to successfully complete targeted acquisitions or to fund our other
activities, we may issue additional equity securities that could dilute your stock ownership. We may also incur
additional debt if we acquire another company and this could increase our debt repayment obligations which could
have a negative impact on future liquidity and future profitability.
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Forward-Looking Statements

Some of the statements contained in this proxy statement/ prospectus, including those relating to Stantec s
strategies and other statements that are predictive in nature, that depend upon or refer to future events or conditions, or
that include words such as expects, anticipates, intends, plans, believes, estimates or similar expressions, are
forward-looking statements. Forward-looking statements include, without limitation, the information concerning
possible or assumed future results of operations of Stantec and Keith as set forth under The Merger Reasons for
Stantec s Board Recommendation, = The Merger Reasons for Keith s Board Recommendation, and The Merger Opin
of the Keith s Financial Advisor. These statements are not historical facts but instead represent only Stantec s and/ or
Keith s expectations, estimates and projections regarding future events.

Many factors could cause the actual results, performance or achievements of Stantec, Keith or the combined
company to be materially different from any future results, performance, or achievements that may be expressed or
implied by such forward-looking statements, including, among others:

difficulties in integrating Stantec and Keith and in achieving anticipated cost savings and growth opportunities;
difficulties in implementing Stantec s business strategy, including difficulties in the identification of suitable
acquisition candidates, satisfactory completion of acquisitions and the successful integration of acquisition
targets;

the inability to secure additional capital financing to fund our acquisition growth strategy.

increase in competition by United States, Canadian and international competitors;

the impact of adverse economic conditions and future catastrophic events;

delays, cancellations, or suspension of, or changes in the scope of, existing contracts;

changes in the level of government funding for infrastructure projects both within North America and abroad;
limited availability of qualified professional personnel and qualified subcontractors;

loss of key employees or customers due to the merger;

future litigation or regulatory action;

delays or defaults in customer payments for services performed;

cost overruns on fixed-price, guaranteed maximum price, or unit price contracts;

exposure to risks inherent in doing business in countries other than Canada and the United States;

fluctuation in interest rates and exchange rates;

protection of intellectual property;

the impairment of the value of goodwill and other intangible assets;

adverse changes in future results of operations, liquidity and financial position; and
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fluctuations in the market price of Keith common stock or Stantec common shares.

Should one or more of these risks or uncertainties materialize, or should assumptions underlying the
forward-looking statements prove incorrect, actual results may vary materially from those described herein as
anticipated, believed, estimated or expected.
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The forward-looking statements contained in this proxy statement/ prospectus are not guarantees of future
performance and involve risks and uncertainties that are difficult to predict. The future results and shareholder value
of Stantec may differ materially from those expressed in the forward-looking statements contained in this proxy
statement/ prospectus due to, among other factors, the matters set forth under Risk Factors as well as the other
information incorporated by reference in this proxy statement/ prospectus. See Where You Can Find More
Information. Except as required by law, neither Stantec nor Keith undertakes any obligation to update or release any
revisions to these forward-looking statements to reflect events or circumstances after the date of this proxy statement/
prospectus or to reflect the occurrence of unanticipated events, except as required by law.
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Selected Historical and Pro Forma Consolidated Financial Data of Stantec Inc.

The selected historical consolidated financial data of Stantec set forth below is presented in Canadian dollars and
the financial statements from which the data was derived were prepared in accordance with Canadian GAAP, which
differs in certain respects from U.S. GAAP. For a discussion of the principal differences between Canadian GAAP
and U.S. GAAP as they relate to Stantec, see note 21 to Stantec s consolidated financial statements included elsewhere
in this proxy statement/ prospectus. You should read the selected historical consolidated financial data of Stantec set
forth below in conjunction with Stantec s consolidated financial statements and the related notes and Management s
Discussion and Analysis of Financial Condition and Results of Operations of Stantec included elsewhere in this proxy
statement/ prospectus. The selected historical consolidated financial data as of June 30, 2005 and for the two quarters
ended June 30, 2004 and 2005 include, in the opinion of Stantec management, all normal recurring adjustments
necessary to present fairly the financial position and results of operations of Stantec for the dates and periods
presented. The results of operations for an interim period are not necessarily indicative of results for the full year or
any other interim period.

The selected pro forma consolidated financial data of Stantec set forth below is presented in Canadian dollars and
has been prepared in accordance with U.S. GAAP, based on the historical financial statements of Stantec and Keith, as
at and for the year ended December 31, 2004, adjusted to give effect to the acquisition of Keith by Stantec. The
pro forma condensed consolidated statement of income data for the two quarters ended June 30, 2005 and for the year
ended December 31, 2004 give effect to the acquisition as if the acquisition had occurred as of January 1, 2004. The
pro forma condensed consolidated balance sheet data as of June 30, 2005 give effect to the acquisition as if the
acquisition had occurred as of June 30, 2005. The pro forma consolidated financial data is based upon available
information and certain assumptions that management of Stantec believes are reasonable, does not purport to represent
Stantec s results of operations or financial condition for any future period or as of any date and does not include any
potential financial benefits that may arise from the merger. You should read the selected pro forma consolidated
financial data of Stantec set forth below in conjunction with Stantec s pro forma condensed consolidated financial
statements and the related notes, consolidated financial statements and the related notes and Management s Discussion
and Analysis of Financial Condition and Results of Operations of Stantec included elsewhere in this proxy statement/
prospectus as well as in conjunction with Keith s consolidated financial statements and the related notes which are
incorporated by reference in this proxy statement/ prospectus.

Years Ended December 31, Two Quarters Ended |

Pro Forma
2000 2001 2002 2003 2004 2004 2004 2005

(In thousands of Canadian dollars, except for share data)
come Data:
C$ 265568 C$ 356,942 C$ 428,456 C$ 459,942 C$ 520,879 C$ 658,619 C$ 254,132 C$ 291,308

221,263 298,772 365,148 391,396 449,151 575,657 222,276 246,790
20,867 27,306 33,095 39,628 44,660 55,271 18,911 30,462
11,226 15,370 20,192 25,070 30,190 36,652 12,103 19,801
are
0.76 0.88 1.07 1.31 1.59 1.62 0.63 1.02
ge

iluted 14,851,022 17,378,646 18,799,484 19,118,016 19,007,289 22,680,289 19,230,366 19,434,844

As of June 30,
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2000

Balance Sheet Data:

Total assets C$ 179,161

Total long-term debt,

including current

portion and

bank indebtedness 26,375

Net assets 92,233

Capital stock 60,259

Edgar Filing: STANTEC INC - Form F-4/A
As of December 31,

2001 2002 2003 2004
(In thousands of Canadian dollars)

C$217,492 C$299,001 C$326,575 C$362,100

39,518 62,256 61,726 33,975

107,450 151,426 160,528 189,056

61,555 83,973 84,281 87,656
30

2005

Pro
Forma
2005

C$364,614 C$596,031

27,007
210,904
88,218

104,557
322,977
202,537
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Selected Historical Consolidated Financial Data of The Keith Companies, Inc.

The selected historical consolidated financial data of Keith set forth below is presented in U.S. dollars and the
financial statements from which the data was derived were prepared in accordance with U.S. GAAP. You should read
the selected historical financial data set forth below in conjunction with Keith s consolidated financial statements and
the related notes and Management s Discussion and Analysis of Financial Condition and Results of Operations
incorporated by reference in this proxy statement/prospectus. The selected historical consolidated financial data as of
June 30, 2005 and for the six months ended June 30, 2004 and 2005 include, in the opinion of Keith management, all
normal recurring adjustments necessary to present fairly the financial position and results of operations of Keith for
the dates and periods presented. The results of operations for an interim period are not necessarily indicative of results
for the full year or any other interim period.

Six Months Ended
Years Ended December 31, June 30,
2000 2001 2002 2003 2004 2004 2005
(U.S. dollars in thousands, except for share data)
‘ement of Income
a:
DSS revenue US$ 57,835 US$ 74,314 US$ 106,487 US$ 99,950 US$ 105,346 US$ 51,304 US$ 58,1
>t revenue 53,381 66,844 91,598 90,744 96,754 46,943 54,
sts of revenue 34,118 42,655 59,286 58,359 60,363 29,737 33,6
‘0ss profit 19,263 24,189 32,312 32,385 36,391 17,206 20),¢
ling, general and
ninistrative expenses 11,078 14,330 19,535 21,070 23,013 11,424 14,¢
come from operations 8,185 9,859 12,777 11,315 13,378 5,782 5,
erest
pense) income, net (310) 289 431 264 481 150 4
1er income (expense),
44 54) 625 259 46 25
come before provision
r income taxes and
scontinued operations 7,919 10,094 13,833 11,838 13,905 5,957 6,’
yvision for income
es 3,199 3,916 5,397 4,617 5,468 2,323 2,

come from continuing

erations 4,720 6,178 8,436 7,221 8,437 3,634 3,
ss from discontinued

rations, net of

ome taxes 329 628 430 47

>t income US$ 4,720 US$ 5,849 US$ 7,808 US$ 7,221 US$ 8,007 US$ 3,587 US$ 3,

US$ 0.89 US$ 0.87 US$ 1.07 US$ 091 US$ 1.05 US$ 0.45 USS$ 0
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nings per share from
itinuing

rations  diluted
‘nings per share

ited US$ 0.89 US$ 0.82 US$ 0.99 US$ 0.91 US$ 1.00 US$ 0.45 US$
ighted average shares
standing diluted 5,299,679 7,092,505 7,868,877 7,957,344 8,039,457 8,012,873
As of December 31,
June 30,
2000 2001 2002 2003 2004 2005
(U.S. dollars in thousands)
Balance Sheet Data:

Working capital US$ 7,343 US$38,781 US$39,613 US$47.416 US$55,472 US$ 59,183

Total assets 33,312 71,492 82,226 87,536 97,969 103,360

Total debt, excluding

issuable common stock 5,745 1,912 70

Total shareholders equity 18,239 53,733 63,612 71,962 81,921 85,970
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Comparative Per Share Data

The following table presents, as at and for the year ended December 31, 2004 and as at and for the first two
quarters ended June 30, 2005, selected pro forma per share amounts for the Stantec common shares, pro forma per
share equivalent amounts for shares of Keith common stock and the comparative historical per share data for the
Stantec common shares and Keith common stock. The pro forma amounts included in the table below are presented as
if the merger had been effective for the period presented, have been prepared in accordance with U.S. GAAP and are
based on the purchase method of accounting. All amounts shown are in Canadian dollars. Keith per share amounts
have been converted from U.S. dollars to Canadian dollars at a rate of C$1.3075 equals US$1.000 for the year ended
December 31, 2004 and at a rate of C$1.2353 equals US$1.000 for the two quarters ended June 30, 2005. The Keith
merger equivalent per share amounts were calculated by multiplying the Stantec unaudited pro forma per share
amounts by an assumed exchange ratio of 0.45, which represents the portion of the merger consideration, excluding
cash, to be paid in Stantec common shares, based on (1) 3,673,000 Stantec common shares expected to be issued in
connection with the merger divided by (2) 8,103,754 shares of Keith common stock expected to be outstanding on the
date of the merger. The actual exchange ratio will vary based on the average price of Stantec common shares and the
U.S. dollar Canadian dollar exchange rate for each of the 20 trading days ending on the second trading day prior to
the closing of the merger. The pro forma amounts in the tables below do not include any potential financial benefits
that may arise from the merger, nor do these amounts include the portion of restructuring and integration costs to be
incurred by Stantec.

You should read this information in conjunction with, and the information is qualified in its entirety by, the
consolidated financial statements and accompanying notes of Stantec and Keith included or incorporated by reference
into this proxy statement/prospectus and Stantec s unaudited pro forma condensed consolidated financial statements
and accompanying notes included elsewhere in this proxy statement/prospectus. The pro forma amounts in the table
below are presented for information purposes only. You should not rely on the pro forma amounts as being indicative
of the financial position or results of operations of the combined company that would have actually occurred had the
merger been effective as at or during the period presented or of the future financial position or future results of
operations of the combined company. The combined financial information as at and for the period presented may have
been different had the companies actually been combined as at and during those periods.

Two Quarters

Year Ended Ended
Dece;‘glo’:r 3L, June 30, 2005
Statement of Operations Data:
Net income from operations per diluted share:
Stantec C$ 1.59 C$ 1.02
Keith C$ 1.37 C$ 0.53
Stantec pro forma C$ 1.62 C$ 0.96
Keith merger equivalent(1) C$ 0.73 C$ 0.43
Balance Sheet Data:
Net book value per diluted share:
Stantec C$ 9.95 C$ 10.85
Keith C$ 13.32 C$ 13.02
Stantec pro forma C$ 13.98
Keith merger equivalent(1) C$ 6.29
(1)
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The Keith merger equivalent per diluted share represents the Stantec pro forma per share amount that is
attributable to one share of Keith common stock that has been exchanged for 0.45 Stantec common shares
calculated as described above. As the holders of Keith common stock will receive a combination of cash and
Stantec common shares, the exchange ratio excludes the cash portion of the merger consideration.
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Dividends

Stantec has not declared or paid dividends on its common shares since it became a public company in 1994.
Stantec currently has no plans to pay dividends on its common shares. Instead, Stantec plans to reinvest its net income
to continue its corporate strategy of growth. The payment of dividends on Stantec common shares in the future will
depend on the need of Stantec to finance growth, the financial condition of Stantec and other factors which the Stantec
board of directors may consider appropriate in the circumstances. Keith has not declared or paid any cash dividends
on its capital stock.

Comparative Per Share Market Price

Stantec common shares are listed on the Toronto Stock Exchange under the symbol STN and on the New York
Stock Exchange under the trading symbol SXC. Keith common stock is listed on the Nasdaq National Market under
the trading symbol TKCI. The following table sets forth, for the respective quarters indicated, the high and low sale
prices per share of Stantec common shares as reported on the Toronto Stock Exchange and the high and low bid prices
per share of Keith common stock as reported by the Nasdaq National Market. The Toronto Stock Exchange sale prices
of Stantec common shares are presented in Canadian dollars and the Nasdaq National Market bid prices of Keith
common stock are presented in U.S. dollars.

Stantec Keith
High Low High Low

Quarter Ended

September 30, 2005 (through August 12, 2005) C$ 37.87 C$ 29.85 US$ 23.39 US$21.10
June 30, 2005 C$ 32.99 C$ 27.65 US$22.25 US$ 16.25
March 31, 2005 C$ 29.25 C$ 24.50 US$ 17.43 US$ 15.25
December 31, 2004 C$ 26.48 C$ 20.35 US$ 18.75 US$ 13.60
September 30, 2004 C$ 27.15 C$ 20.60 US$ 15.49 US$ 13.25
June 30, 2004 C$ 29.39 C$ 24.20 US$ 14.89 US$ 13.50
March 31, 2004 C$ 27.39 C$ 22.20 US$ 14.86 US$ 13.45
December 31, 2003 C$ 23.48 C$ 19.11 US$ 14.46 US$ 11.55
September 30, 2003 C$ 21.48 C$ 17.55 US$ 13.39 US$ 9.85
June 30, 2003 C$ 20.15 C$ 15.50 US$ 11.16 US$ 9.23
March 31, 2003 C$ 18.24 C$ 14.50 US$ 13.00 US$ 9.00
Year Ended

December 31, 2004 C$ 29.39 C$ 20.35 US$ 18.75 US$ 13.25
December 31, 2003 C$ 23.48 C$ 14.50 US$ 14.46 US$ 9.00
December 31, 2002 C$ 20.50 C$ 12.87 US$ 16.15 USS$ 8.91
December 31, 2001 C$ 14.25 C$ 7.25 US$ 26.00 US$ 7.26
December 31, 2000 C$ 8.00 C$ 5.25 US$ 8.50 USS$ 3.06
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The table below sets forth the high and low sale prices for each of the six most recent full calendar months for
Stantec common shares as reported on the Toronto Stock Exchange and the high and low bid prices for each of the six
most recent full calendar months for Keith common stock on the Nasdaq National Market. The Toronto Stock
Exchange sale prices of Stantec common shares are presented in Canadian dollars and Keith common stock bid prices

are presented in U.S. dollars.

Stantec
High Low
July 2005 C$ 32.65 C$ 29.85
June 2005 C$ 32.99 C$ 30.20
May 2005 C$ 30.70 C$ 28.02
April 2005 C$ 2945 C$ 27.65
March 2005 C$ 29.25 C$ 27.32
February 2005 C$ 28.00 C$ 24.61

High

US$ 22.09
US$ 22.25
US$21.56
US$21.33
US$ 17.35
US$ 17.15

Keith

Low

US$ 21.10
US$ 20.75
US$20.35
US$ 16.25
US$ 16.40
US$ 15.25

The closing sale prices of Stantec common shares as reported on the Toronto Stock Exchange on April 14, 2005,

the last trading day before the public announcement of the merger, and [

trading day before the distribution of this proxy statement/prospectus were US$23.15 and US$[
converted from Canadian dollars to U.S. dollars at the inverse of the noon buying rate quoted by the Federal Reserve
Bank of New York on such trading day. The closing bid price of Keith common shares as reported on by the Nasdaq
National Market on April 14, 2005, the last trading day before the public announcement of the merger, and

[ ], 2005, the last practicable trading day before the distribution of this proxy statement/prospectus were
US$16.85 and US$ , respectively. We urge you to obtain current market quotations for both the Stantec

common shares and the Keith common stock.
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Management s Discussion and Analysis of the Financial Condition and Results of Operations of Stantec

The following discussion is based upon, should be read in conjunction with and is qualified by our consolidated
financial statements and the accompanying notes included elsewhere in this proxy statement/ prospectus. Our
financial statements have been prepared in accordance with Canadian GAAP, which differ from financial statements
prepared in accordance with U.S. GAAP. For a further discussion of these differences, see note 21 to our audited
financial statements included elsewhere in this proxy statement/ prospectus. The following discussion includes certain
forward-looking statements. For a discussion of important factors, including the continuing development of our
business and other factors which could cause actual results to differ materially from the results referred to in the
forward-looking statements, see Risk Factors and Forward-Looking Statements.

Overview

We provide professional consulting services in planning, engineering, architecture, interior design, landscape
architecture, surveying, environmental sciences project management and project economics for infrastructure and
facilities projects. Our goal is to become a top 10 global design and consulting services firm with C$1 billion in
annual revenue by the year 2008. To achieve this objective, we will continue to deliver fee-for-service professional
services in the US$50 billion infrastructure and facilities market through our focused, sustainable business model. Our
three-dimensional model which is based on diversifying our operations in distinct geographic regions, specializing in
distinct but complementary practice areas, and providing services in all five phases of the infrastructure and facilities
project life cycle allows us to manage risk while continuing to increase our revenue and earnings.

Geographic Diversification. We currently have operations in five economic regions in Canada and the United
States as well as a project presence in the Caribbean and other selected international locations. Our strategy for
geographic diversification has two components. The first component is to grow our existing regional operations by
expanding our services particularly in areas where we have not yet reached a mature market presence. We target to
achieve a market penetration of C$10 million in revenue per one million population in these regions. The second
component includes expansion outside our existing regions principally in the United States and Canada. We expect to
continue to expand geographically primarily by acquiring firms that meet our integration criteria and to a lesser extent
by growing organically.

Practice Area Specialization. Specialization and diversification of services are achieved by providing services in
17 distinct practice areas that can generally be grouped into five key practice areas  buildings, environment, industrial,
transportation, and urban land. Focusing on this combination of project services helps differentiate us from our
competitors, allowing us to enhance our presence in new geographic regions and markets and to establish and
maintain client relationships. Our strategy for strengthening this dimension of our business model is to increase the
depth of our expertise in our current practice areas and to selectively add complementary practice areas to our
operations.

Life Cycle Solutions. We seek to provide professional services in all five phases of the project life cycle planning,
design, construction, maintenance, and decommissioning. This inclusive approach allows us to deliver services during
periods of strong new capital project activity, such as design and construction, as well as periods of lower new capital
project expenditures, such as maintenance and rehabilitation. Beginning with the planning and design stages, we
provide conceptual and detailed design services, conduct feasibility studies, and prepare plans and specifications.
During the construction phase, we generally act as the owners representative, providing project management,
surveying, and resident engineering services. We focus principally on fee-for-service type work and generally do not
act as the contractor or take on construction risk. Following project completion, during the maintenance stage, we
provide ongoing professional services for maintenance and rehabilitation in areas such as facilities and infrastructure
management, facilities operations, and performance engineering. Finally, in the decommissioning phase, we provide
solutions and recommendations for taking facilities out of active service.

Through our One Team. Infinite Solutions. approach to our business, we are able to undertake infrastructure and
facilities projects of any size for both public and private sector clients. Currently, the
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majority of assignments we pursue are small to midsize projects with a capital value of less than C$100 million and
potential project fees for Stantec of less than C$10 million. These types of projects represent the largest share of the
infrastructure and facilities market. Focusing on this project mix continues to ensure that we do not rely on a few
large, single projects for our revenue and that no single client or project accounts for more than 5% of our overall
business.

Key Performance Drivers

Our performance depends on our ability to attract and retain qualified people, make the most of market
opportunities, find, acquire, and integrate firms and/ or new employees into our operations, finance our growth, and
achieve top-three market penetration in the geographic areas we serve. Based on our success with these drivers, we
believe that we are well positioned to continue to be a major provider of professional design and consulting services in
our principal geographic regions.

People. Because we are a professional services firm, the most important driver of our performance is our people.
Our employees create the project solutions we deliver to clients. Thus, to achieve our goal of becoming a top
10 global design firm, we must grow our workforce through a combination of internal hiring and acquisitions. We
measure our success in this area by total staff numbers. In 2004 our staff increased to approximately 4,350 from 3,700
in 2003. Currently, our workforce is made up of about 2,150 professionals, 1,550 technical staff and 650 support
personnel. We expect our employee numbers to continue to increase in 2005 and beyond as we pursue our growth
plan.

To attract and retain qualified staff, we offer opportunities to be part of a multidiscipline team working on
challenging projects with some of the best people in our industry. We are continually strengthening our
people-oriented culture, and in 2004 we completed a number of activities, including revising our career development
and performance review process to enhance our focus on career development, and modifying and realigning our
benefits programs to provide more personal choice and emphasize wellness and preventative care. These programs
will be implemented in 2005. In addition, improved and enhanced staff training programs are slated for introduction in
the second half of 2005.

Because of our diversified portfolio approach to business operating in different regions and practice areas we are
generally able to redeploy a portion of our workforce when faced with changes in local, regional, or national
economies or practice area demand. Currently, we see no overall shortage of qualified staff for our operations.
Although there will always be some areas where it will be difficult to find appropriate staff during certain periods, as
we increase in size we become better able to address these issues by using staff from other parts of the company either
through temporary relocation or changes in work allocation. We are continually improving our ability to work on
projects from multiple office locations through Web-based technology.

Industry Environment/ Market Opportunities. Another key driver of our success is our ability to make the most of
opportunities to grow in our marketplace. We believe that growth is necessary in order to enhance the depth and
breadth of our expertise, broaden our services, increase our shareholder value, provide more opportunities for our
employees and lever our information technology systems. Over the last 11 years, we have integrated a total of
approximately 3,400 employees into our operations through a combination of direct hiring and acquisitions. We are
confident that we can continue to take advantage of acquisition opportunities because we operate in an industry sector
that includes more than 100,000 firms and is estimated to generate over US$50 billion in revenue in North America
every year, of which we currently have less than a 1% market share. (According to the Engineering News Record, the
largest 500 engineering and architecture companies in the United States alone generated nearly US$50 billion in fees
in 2003.)

Acquisition and Integration. Our strategy for increasing our market share is to combine internal growth with the
acquisition of firms that believe in our vision and want to be part of our growing company. In 2004 we completed four
acquisitions for total consideration of C$20.3 million, one in the United States which established a new region for us
in the Northeast, and three in Canada, adding approximately 530 employees to our operations. In 2003 we completed
four acquisitions for total consideration of C$9.4 million in our two Canadian regions, adding approximately
225 employees to our operations. In 2002 we completed
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10 acquisitions for total consideration of C$38.5 million, adding approximately 550 employees to our operations.

The integration of acquired firms begins immediately following the acquisition closing date and may take between
six months and three years. It involves incorporation into our company-wide information technology and financial
management systems as well as provision of back office support services from our corporate office. This approach
allows our new staff to focus on continuing to serve clients with as little interruption as possible.

Our acquisition program is managed by an acquisition team dedicated to supporting our growth objectives. The
team is responsible for identifying and valuing acquisition candidates, undertaking and coordinating due diligence,
negotiating and closing transactions, and assisting with the integration of employees and systems.

Financing. Our success also depends on our continuing ability to finance our growth. Adequate financing gives us
the flexibility to make appropriate investments in our future. Over the past 11 years, we have grown at a compound
annual rate of 19%. To fund this growth, we require cash generated from both internal and external sources.
Historically, we have completed acquisitions using mostly cash and notes, with very little use of our common shares.

We have sought additional financing through the public sale of shares to maintain our internal debt to equity
guidelines at times when our growth has outpaced our ability to generate cash from operations. Our practice is to raise
additional equity to replenish our cash reserves, pay down debt, or strengthen our balance sheet. To date, we have
issued additional shares for these purposes on three occasions in 1997, 2000 and 2002.

Market Penetration. Also key to our success is achieving a certain level of market penetration in the geographic
areas we serve. Our goal is to be among the top three service providers in our geographic regions and practice areas.
With this level of market presence, we are less likely to be affected by downturns in regional economies. Top-three
positioning also gives us increased opportunities to work for the best clients, obtain the best projects, and attract the
best employees in a region, and is important for building or maintaining the critical mass of staff needed to generate
consistent performance and support regional infrastructure.

2004 Highlights

The results we achieved in 2004 compared to the expected ranges established by management at the beginning of

the year are as follows:

Result
Measure Expected Range Achieved
Debt to equity ratio(1) At or below 0.5 to 1 <0.0
Return on equity(2) At or above 14% 17.3%
Net income as % of net revenue At or above 5% 6.7%
Gross margin as % of net revenue Between 52 and 54% 54.2%
Administrative and marketing expenses as % of
net revenue Between 39 and 41% 40.9%
Effective income tax rate Between 36.5 and 37.5% 32.4%

(1) Debt to equity ratio is calculated as long-term debt plus current portion of long-term debt plus bank indebtedness
less cash, all divided by shareholders equity.

(2) Return on equity is calculated as net income for the year divided by average shareholders equity over each of the
last four quarters.
Earnings per share. Our basic earnings per share increased 19.0% to C$1.63 from C$1.37 in 2003. Our diluted
earnings per share increased 21.4% to C$1.59 from C$1.31.
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Effective income tax rate. Our effective tax rate decreased to 32.4% in 2004 from 36.7% in 2003.

Growth by acquisition. We completed four acquisitions in 2004, including the addition of The Sear-Brown Group,
Inc., a New York-based firm with approximately 400 employees, the acquisition of two architecture companies GBR
Architects Limited and Dunlop Architects Inc. and the addition of Shaflik Engineering Ltd. through an asset purchase.

Investment in costs and estimated earnings in excess of billings and in accounts receivable. We reduced our
investment in accounts receivable (measured by number of days revenue) to 101 days at the end of 2004 from
119 days at the end of 2003. The implementation of our new enterprise management system during 2003 had a
significant impact on our resources both in terms of people and finances. Adjusting to the breadth of the new system
created a significant learning curve. One of the impacts was an initial increase in the time required to prepare invoices
to send to clients. As a result, we experienced an increase in costs and estimated earnings in excess of billings during
the fourth quarter of 2003.

Divestitures. In 2003 we entered into an agreement in principle to dispose of our 50% share in Lockerbie Stanley
Inc. This agreement was finalized in Q3 04. During Q4 04, we divested of our interest in Goodfellow EFSOPt™m
technology, which comprised our Technology segment.

Property sale. During the fourth quarter of 2004, we completed the sale of our office building in Edmonton,
Alberta, for cash proceeds of C$34.5 million. Concurrent with the sale, we leased the property back for a period of
15 years. The gain of C$7.1 million realized on the sale has been deferred and will be recognized as a reduction of
rental expense over the 15-year term of the operating lease.

Results of Operations

The following is a discussion of certain factors affecting our results of operations for the first two quarters of 2005
and 2004 and the years ended 2004, 2003 and 2002. This discussion should be read in conjunction with our
consolidated financial statements included elsewhere in this proxy statement/ prospectus.

First Two Quarters of 2005 Compared to First Two Quarters of 2004
The following table summarizes key financial data for the first two quarters of 2005 and 2004.

Two Quarters Ended June 30,
2005 2004

(In millions of Canadian dollars,
except per share data)

Gross revenue C$291.3 C$254.1
Net income C$19.8 C$12.1
Earnings per share basic C$1.05 C$0.66
Earnings per share diluted C$1.02 C$0.63
Cash dividends declared per common share

Total assets  as at June 30 C$364.6 C$362.1
Outstanding common shares as at June 30 18,949,286 18,476,318
Outstanding share options as at June 30 982,332 1,308,166
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The following table summarizes our key operating results on a percentage of net revenue basis and the percentage
increase in the dollar amount of these results for the first two quarters of 2005 compared to the first two quarters of

2004:

Two Quarters Ended June 30,

Percentage of Net
Revenue Percentage
Increase
2005 vs.
2005 2004 2004

Gross revenue 118.0% 114.3% 14.6%
Net revenue 100.0% 100.0% 11.0%
Direct payroll costs 44.3% 46.2% 6.4%
Gross margin 55.7% 53.8% 15.0%
Administrative and marketing expenses 40.8% 41.9% 8.2%
Depreciation of property and equipment 2.3% 2.5% 1.3%
Amortization of intangible assets 0.2% 0.3% (28.6)%
Net interest expense 0.1% 0.7% (88.7)%
Foreign exchange losses 0.0% 0.0% n/a
Share of income from associated companies 0.0% 0.1% (47.6)%
Income before income taxes 12.3% 8.5% 61.1%
Income taxes 4.3% 3.1% 56.6%
Net income for the period 8.0% 5.4% 63.6%

Gross Revenue. The following table summarizes the impact of acquisitions, internal growth and foreign exchange
on our gross revenue for the first two quarters of 2005 compared to the first two quarters of 2004.

First Two
Quarters

Gross Revenue 2005 vs. 2004

(In thousands of
Canadian dollars)

Increase (decrease) in gross revenue due to:

Acquisitions completed in current and prior two years C$ 37,446
Net internal growth 7,545
Impact of foreign exchange rates on revenue earned by foreign subsidiaries (7,815)
Total increase in gross revenue C$ 37,176

The net increase in gross revenue was C$37.2 million for the first two quarters of 2005 over the first two quarters
of 2004 due to growth from acquisitions of C$37.4 million and internal growth of C$7.5 million, offset by the impact
of foreign exchange rates on revenue earned by foreign subsidiaries of C$7.7 million.

The following table summarizes gross revenue by practice area for the first two quarters of 2005 and 2004:

First Two Quarters
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Practice Area

Gross Revenue

Environment
Buildings
Transportation
Urban Land
Industrial

Consulting Services
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% of
Consulting
Services
Gross
2005 Revenue
(millions
of C$)
C$ 50.1 17.2%
77.9 26.7
45.6 15.6
91.4 314
26.4 9.1
C$ 2914 100.0%

39

%
Change
2005 vs.

2004

(8.6)%

50.6%
5.7%
8.9%

31.9%

14.9%

2004

(millions
of C$)
C$ 54.8
51.7
43.1
83.9
20.1

C$ 2536

% of
Consulting
Services
Gross

Revenue

21.6%
204
17.0
33.1
7.9

100.0%
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As indicated above, gross revenue earned is impacted by acquisitions completed in the current and prior two years,
net internal growth and foreign exchange rates on revenue earned by foreign subsidiaries. The impact of these factors
on gross revenue earned by practice area is summarized below:

YTD Q2 2005 Compared to YTD Q2 2004

Change due to
Change Net
Practice Area Total due to Intern:ilfl}rowth
Gross Revenue Change  Acquisitions Foreign Exchange
(In millions of C$)

Environment C$ 47 C$ 1.8 C$ (6.5)
Buildings C$26.2 C$ 22.3 C$ 3.9
Transportation C$ 25 C$ 2.5 C$ 0.0
Urban Land C$ 75 C$ 1.6 C$ 5.9
Industrial C$ 6.3 C$ 9.2 C$ 2.9)
Consulting Services C$37.8 C$ 374 C$ 0.4

The following summarizes the acquisitions completed in 2003 through 2005 that impacted each of the practice
areas:

Environmental practice area: The Sear-Brown Group Inc.  April 2004; and Ecological Services Inc. May 2003.

Buildings practice area: GBR Architects Limited May 2004; Dunlop Architects Inc.  October 2004; The
Sear-Brown Group Inc.  April 2004; and APAI Architecture Inc. and Mandalian Enterprises Limited January
2003.

Transportation, Urban Land and Industrial practice areas: The Sear-Brown Group Inc.  April 2004.

During the last half of 2004, certain of our environmental services operations were down-sized through staff
reductions, resulting in a reduction in the level of revenue generated in the first half of 2005 compared to 2004.

Gross Margin. Gross margin as a percentage of net revenue achieved during the first two quarters of 2005
compared to the first two quarters of 2004 was 55.7% and 53.8%, respectively. During 2005, we implemented a fixed
rate disbursement process as a means of simplifying the recovery of administrative disbursements related to billable
projects. The impact of this change over the first half of 2005 resulted in an increase of approximately 0.4% in overall
gross margin. The information available from our new enterprise management system has contributed to improved
project management and enhanced gross margin. There will continue to be fluctuations in the margins reported from
quarter to quarter as a result of the mix of projects in progress during any quarter.

The following table shows gross margins by practice area for the first two quarters of 2005 and 2004:

First Two
Quarters
Practice Area Gross Margin 2005 2004
Environment 55.2% 55.0%
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Buildings 54.7% 52.8%
Transportation 55.9% 53.4%
Urban Land 57.9% 55.4%
Industrial 48.4% 46.7%

55.7% 53.8%

Consolidated gross margin

Gross margin percentages have increased in all practice areas in the first two quarters of 2005 compared to the first
two quarters of 2004. This is consistent with expectations and is attributable to the same factors noted above.
40
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Administrative and Marketing Expenses. Administrative and marketing expenses as a percentage of net revenue
were 40.8% for the first two quarters of 2005, compared to 41.9% for the first two quarters of 2004 and to our
expectation of between 40% and 42% for fiscal 2005. Administrative and marketing expenses may fluctuate from
period to period as a result of the amount of staff time charged to marketing and administrative labor, which is
influenced by the mix of projects in progress and being pursued during the period. We reduced our estimate for
allowance for doubtful accounts by C$4.0 million which resulted in a 1.6% reduction in administrative and marketing
expenses on a year-to-date basis. As well, the acquisition of The Sear-Brown Group, Inc. in Q2 04 resulted in
additional costs associated with implementing an operating structure in a new region. The costs reported in the first
two quarters of 2005 are more reflective of our expected levels of administrative and marketing expenses (excluding
the allowance for doubtful accounts adjustment) and are consistent with the levels reported in earlier years.

Depreciation of Property and Equipment. Depreciation of property and equipment as a percentage of net revenue
for the first two quarters of 2005 decreased to 2.3% compared to 2.5% in the first two quarters of 2004. The reduction
in the depreciation expense as a percentage of net revenue relates primarily to the sale of our Edmonton office
building during Q4 04, partially offset by an increase from acquisitions completed during 2004 combined with the
depreciation expense associated with normal asset additions. Year over year, depreciation expense remained relatively
constant, resulting in a reduction as a percentage of an increasing net revenue base.

Amortization of Intangible Assets. The timing of completed acquisitions, as well as the type of intangible assets
acquired, impacts the amount of amortization of intangible assets. Client relationships and other intangible assets are
amortized over estimated useful lives ranging from 10 to 15 years, whereas contract backlog is amortized over an
estimated useful life of generally less than one year. As a result, the impact of amortization of contract backlog can be
significant in the two to three quarters following an acquisition. During the first two quarters of 2005, C$50,000 of the
amortization expense recorded related to contract backlog (C$278,000 first two quarters of 2004) and C$376,000
related to client relationships and other intangible assets (C$319,000 first two quarters of 2004). The increase of
intangible assets related to both The Sear-Brown Group Inc. and Dunlop Architects Inc. acquisitions. As at June 30,
2005, contract backlog was fully amortized.

Net Interest Expense. The reduction of C$1.3 million in net interest expense in the first two quarters of 2005
compared to the first two quarters of 2004 was a result of maintaining a positive cash position throughout the first
two quarters of 2005 compared to bank indebtedness of C$34.2 million at June 30, 2004. In addition, our total
long-term debt position throughout the 2005 period was less than it was throughout the 2004 period, which
contributed to the reduction in overall interest expense.

Income Taxes. Our effective tax rate for the first two quarters of 2005 was 35.0%, compared to 32.4% for the year
ended December 31, 2004. Our estimated income tax rate is adjusted quarterly, based on changes in statutory rates in
the jurisdictions in which we operate as well as on our estimated earnings in each of these jurisdictions. For 2005 we
are expecting an increase in the proportion of income earned by our US operations. Because the U.S. has higher
statutory income tax rates than Canada, our estimated overall effective income tax rate for 2005 has increased over
2004.
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2004 Compared to 2003 and 2002
In 2004 we disposed of our operations that previously made up our design build and technology segments. As a
result, all of our operations are now reported in one segment consulting services. The following table summarizes key

financial data for 2004, 2003 and 2002.

2004 2003 2002

(In millions of Canadian dollars,
except per share data)

Gross revenue 520.9 459.9 428.5
Net income 30.2 25.1 20.2
Earnings per share basic 1.63 1.37 1.12
Earnings per share diluted 1.59 1.31 1.07
Cash dividends declared per common share

Total assets 362.1 326.6 299.0
Total long-term debt 34.0 44.6 62.3
Outstanding common shares as at December 31 18,871,085 18,327,284 18,282,720
Outstanding share options as at December 31 1,071,333 1,479,100 1,296,200

The information reflected above is impacted by the four acquisitions we completed in 2004, the four completed in
2003, and the 10 completed in 2002. Each of these acquisitions increased the gross revenue and net income in the year
of acquisition and subsequent years.

In the course of providing services, we incur certain direct costs for subconsultants, equipment, and other
expenditures that are recoverable directly from our clients. The revenue associated with these direct costs is included
in our gross revenue. Since such direct costs and their associated revenue can vary significantly from contract to
contract, changes in our gross revenue may not be indicative of our revenue trends. Accordingly, we also report net
revenue, which is gross revenue less subconsultant and other direct expenses, and analyze our results in relation to net
revenue rather than gross revenue.

The following table summarizes our key operating results on a percentage of net revenue basis and the percentage
increase in the dollar amount of these results from year to year:

Percentage of Net Revenue Percentage Increase
2004 vs. 2003 vs.

2004 2003 2002 2003 2002
Gross revenue 116.0% 117.5% 117.3% 13.2% 7.3%
Net revenue 100.0% 100.0% 100.0% 14.8% 7.2%
Direct payroll costs 45.8% 46.9% 47.6% 12.0% 5.7%
Gross margin 54.2% 53.1% 52.4% 17.2% 8.6%
Administrative and marketing expenses 40.9% 39.5% 39.9% 18.7% 6.4%
Depreciation of property and equipment 2.7% 2.5% 2.6% 20.9% 4.3%
Amortization of intangible assets 0.2% 0.2% 0.3% 0.2% (14.3)%
Net interest expense 0.6% 0.7% 0.7% 6.4% 0.3%
Foreign exchange (gains) losses 0.0% 0.2% 0.0% (115.3)% 743.9%
Share of income from associated
companies 0.1)% 0.1)% 0.1)% (33.6)% 63.4%
Income before income taxes 9.9% 10.1% 9.0% 12.7% 19.7%
Income taxes 3.2% 3.7% 3.5% 0.6)% 12.8%
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Net income 6.7% 6.4% 5.5% 20.4% 24.2%

As indicated in the highlights above, our operating results for 2004 are generally consistent with the goals we
established in 2003. In particular, our administrative and marketing expenses were within the range
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we expected to achieve, while our gross margin slightly exceeded expectations. In addition, our effective tax rate
continued to fall and, for 2004, was below the expected range due to factors discussed below.

Gross and Net Revenue. The following tables summarize the impact of acquisitions, internal growth and foreign
exchange on our gross and net revenue for 2004 compared to 2003 and for 2003 compared to 2002.

2004 vs. 2003 vs.
2003 2002
Gross revenue (in millions of Canadian dollars)
Increase (decrease) due to:
Acquisitions completed in current and prior two years C$ 42.3 C$ 41.0
Net internal growth 30.0 10.2
Impact of foreign exchange (11.3) (19.8)
Total increase over prior year C$ 61.0 C$ 314
2004 vs. 2003 vs.
2003 2002
Net revenue (in millions of Canadian dollars)
Increase (decrease) due to:
Acquisitions completed in current and prior two years C$ 36.4 C$ 36.7
Net internal growth 31.3 7.0
Impact of foreign exchange (9.9) (17.4)
Total increase over prior year C$ 57.8 C$ 26.3

Gross revenue earned in Canada during 2004 increased to C$325.8 million from C$290.4 million in 2003 and
C$238.8 million in 2002. Gross revenue generated in the United States increased to C$190.4 million in 2004
compared to C$161.6 million in 2003 and C$180.3 million in 2002. Gross revenue earned outside of Canada and the
United States in 2004 was C$4.7 million, compared to C$7.9 million in 2003 and C$9.4 million in 2002. As indicated
above, the increase value of the Canadian dollar compared to the U.S. dollar adversely impacted gross revenue from
our U.S. operations by C$11.3 million. This decrease was offset by the acquisition of The Sear-Brown Group, Inc. in
April of 2004, which resulted in an overall increase in our U.S.-generated revenue. The continuing strength of the
Canadian economy also resulted in growth in revenue generated in Canada in 2004.

The following table summarizes gross revenue by practice area for 2004, 2003 and 2002:

% of % of % of
. % . % .
Consulting Change Consulting Change Consulting
Practice Area Services 2334 Services 2333 Services
Gross Revenue 2004 Gross 2003 2003 Gross 2002 2002 OTOss
Revenue Revenue Revenue
(millions (millions (millions
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Environment
Buildings
Transportation
Urban Land
Industrial

of C$)
C$ 105.5
107.5
92.6
168.9
454

Consulting Services C$ 519.9
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20.3%
20.7
17.8
325
8.7

100.0%

14.9%
19.5%
15.0%

5.6%
36.2%

14.1%

of C$)
C$ 91.8
89.9
80.5
159.9
333

C$4554

43

20.1%
19.7
17.7
35.1
7.4

100.0%

of C$)
23.8% C$ 74.1
16.4% 77.3
0.1)% 80.6
1.9% 156.9

4.9% 35.0

7.5% C$423.9

17.5%
18.2
19.0
37.0
8.3

100.0%
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As indicated above, gross revenue earned is impacted by acquisitions completed in the current and prior two years,
net internal growth and foreign exchange rates on revenue earned by foreign subsidiaries. The impact of these factors
on gross revenue earned by practice area is summarized below:

2004 Compared to 2003 2003 Compared to 2002
Change Due Change Due
to to
Change Net Internal Change Net Internal
Practice Area Total Due to Growth and Total Due to Growth and
el Foreign e Foreign
Gross Revenue Change Acquisitions Exchange Change Acquisitions Exchange
(In millions of C$) (In millions of C$)

Environment C$13.7 C$ (0.1) CS$ 13.8 C$17.7 C$ 23.0 C$ (5.3)
Buildings C$176 C$ 117 C$ 5.9 C$126 C$ 163 C$ (3.7
Transportation C$121 C$ 114 CS 0.7 C$@0.1) C$ 00 CS (0.1)
Urban Land C$ 90 C$ 63 CS 2.7 C$ 30 C$ 59 CS (2.9)
Industrial C$12.1 C$ 13.0 C$ (0.9) C$17) C$ @2 C$ 2.5)
Consulting Services C$645 C$ 423 CS 22.2 C$315 C$ 41.0 CS 9.5)

The following summarizes the acquisitions completed in 2002 through 2004 that impacted each of the practice
areas:

Environmental practice area: The Sear-Brown Group Inc.  April 2004; Ecological Services Inc. May 2003;
Graeme & Murray Consultants Ltd.  April 2002; GeoViro Engineering Ltd. May 2002; Site Consultants, Inc.
June 2002; and Beak International Incorporated. ~October 2002.

Buildings practice area: GBR Architects Limited May 2004; Dunlop Architects Inc.  October 2004; The
Sear-Brown Group Inc.  April 2004; APAI Architecture Inc. and Mandalian Enterprises Limited January 2003;
and McCartan Consulting Ltd.  January 2002.

Transportation practice area: The Sear-Brown Group Inc.  April 2004.

Urban Land practice area: The Sear-Brown Group Inc.  April 2004; Webster and Simmonds Surveying Ltd.
February 2002; and Cosburn Patterson Mather Limited February 2002.

Industrial practice area: The Sear-Brown Group Inc.  April 2004; and GKO Engineering March 2002.

Gross Margin. Gross margin is calculated as the difference of net revenue minus direct payroll costs, expressed as
a percentage of net revenue. Direct payroll costs include the cost of salaries and related fringe benefits for labor hours
that are directly associated with the completion of projects. Labor costs and related fringe benefits for labor hours that
are not directly associated with the completion of projects are included in administrative and marketing expenses.
Gross margin increased to 54.2% in 2004 from 53.1% in 2003 and 52.4% in 2002. The increase in our gross margin is
due to the lower proportion of total labor that was charged to projects during 2004 compared to 2003 and 2002 as well
as the mix of projects in progress and being pursued throughout the year. Total labor costs as a percentage of net
revenue are consistent from 2003 to 2004 at approximately 67.4% for both years.

The following table summarizes gross margins by practice area for 2004, 2003 and 2002:
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Practice Area
Gross Margin

Environment
Buildings
Transportation
Urban Land
Industrial

2004

55.2%
53.1%
56.0%
55.6%
46.4%

2003

53.4%
53.0%
52.4%
54.4%
46.7%

2002

54.5%
52.9%
52.0%
54.1%
35.0%

Gross margins have been relatively stable across practice areas in the past three years, with some marginal
improvements in our transportation, urban land and industrial practice areas. In 2004, transportation and urban land
practice area gross margins increased over 2003 gross margins by 3.6% and 1.2%,
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respectively, primarily as a result of the type and size of the projects undertaken by these practice areas during 2004
and an increase in billing rates.

In 2002, the acquisition of GKO Engineering impacted the Industrial practice area. Gross margins were lower due
to costs associated with completing acquired projects with insufficient remaining budgets.

Administrative and Marketing Expenses. Administrative and marketing expenses as a percentage of net revenue
for 2004 were 40.9% (within the expected range of 39 to 41% for these expenses), compared to 39.5% in 2003 and
39.9% in 2002. Administrative and marketing expenses fluctuate as a result of the amount of staff time charged to
marketing and administrative labor, which is influenced by the mix of projects in progress and being pursued
throughout the year. In 2004 a higher proportion of total labor was charged to administrative and marketing labor
compared to 2003 and 2002.

Depreciation of Property and Equipment. Depreciation of property and equipment as a percentage of net revenue
increased to 2.7% in 2004, compared to 2.5% for 2003 and 2.6% in 2002. In 2004 we began depreciating our new
enterprise management system as well as our new office building in Edmonton, Alberta.

Foreign Exchange (Gains) Losses. We recorded a foreign exchange gain of C$0.1 million in 2004, compared to a
foreign exchange loss of C$0.6 million in 2003 and C$0.1 million in 2002. The foreign exchange gains and losses
reported in 2004, 2003 and 2002 arose on the translation of the foreign-denominated assets and liabilities held in our
Canadian companies and foreign subsidiaries (excluding our U.S. subsidiaries). While there was periodic weakening
in the Canadian dollar in 2002, in 2003 the Canadian dollar rose from US$0.63 at the beginning of the year to
US$0.77 at the end of the year, and the impact of this significant change on our overall exposure to foreign currency
assets resulted in an exchange loss of C$0.6 million. In 2004 the Canadian dollar continued to strengthen to US$0.83.
To minimize our exposure to foreign currency fluctuations, we used U.S. dollar-denominated debt in 2003 and
through most of 2004, and late in 2004, with the improvement of our cash position, we were able to reduce the amount
of this debt. As a result, we entered into forward contracts to sell U.S. dollars in exchange for Canadian dollars to
minimize our exposure to currency fluctuations. At December 31, 2004, we had contracted to sell US$10.0 million at
forward rates ranging from C$1.2050 to C$1.2386.

Income Taxes. The effective income tax rate for Stantec in 2004 was 32.4%, compared to 36.7% in 2003 and
39.0% in 2002. At the beginning of 2004, we anticipated that our effective tax rate would be in the range of 36.5 to
37.5%. This rate was estimated based on known statutory rate reductions as well as estimates of income in each of our
taxing jurisdictions. Throughout 2004, the effective tax rate reported in each quarter was reduced to account for the
0.75% reduction in provincial statutory rates during the year as well as to reflect increases in earnings in some of our
lower tax rate jurisdictions. During the fourth quarter of 2004, on the basis of an actuarial report, we reflected
additional income in our regulated insurance subsidiary. A portion of that income of the subsidiary is subject to tax at
lower rates, contributing 1.2% to the reduction of our consolidated tax rate.

Liquidity and Capital Resources

Working capital (current assets less current liabilities) as of June 30, 2005 was C$98.2 million, compared to
C$82.0 million as of December 31, 2004. Current assets decreased by C$2.3 million, and current liabilities decreased
by C$18.5 million. The majority of the decrease in current assets was due to the reduction in cash and cash
equivalents caused by the timing of committed cash outflows that occur during the first quarter of each year, such as
the payment of employee incentive bonuses and fiscal year-end tax liabilities. We began the 2004 fiscal year with
C$7.3 million in cash. However, as a result of the implementation of our enterprise management system in Q4 03 and
the significant increase in our investment in costs and estimated earnings in excess of billings into Q1 2004, we
increased the use of our operating line in Q1 2004 by C$15.3 million through short-term bank financing. By the end of
2004, we had achieved a significant reduction in our investment in costs and estimated earnings in excess of billings,
which allowed us to repay this short-term debt. This improvement, as well as the net cash proceeds received on the
sale of our Edmonton office building late in 2004, resulted in a cash position of C$37.9 million at the beginning of
2005. The net

45

70



Edgar Filing: STANTEC INC - Form F-4/A

decrease in cash of C$19.0 million during Q1 2005 was due primarily to the timing of committed cash outflows that
occur during the first quarter of each year, particularly the payment of employee incentive bonuses and fiscal year-end
tax liabilities.

Cash flows from operating activities were C$12.5 million during the first two quarters of 2005, compared to
C$16.1 million in the first two quarters of 2004. This change was mainly due to an increase of C$16.7 million in
income taxes paid, offset by a net of C$11.9 million in increased cash receipts from clients less cash paid to suppliers
and employees. Income taxes payable at the end of 2003 were lower than normal due to the high level of investment
in costs and estimated earnings in excess of billings at that time. This resulted in lower income tax payments in Q1 04
as well as lower income tax installment requirements for 2004. Our income tax payments in 2005 increased over 2004
to cover the higher income tax liability outstanding at the end of 2004 as well as the increased income tax installments
required for 2005.

Our cash flow from operating activities was C$77.4 million in 2004, compared to C$16.9 million in 2003 and
C$36.1 million in 2002. The implementation of our new enterprise management system in the fourth quarter of 2003
contributed to the significant reduction in cash flows from operating activities for the year. The reduction in our
investment in costs and estimated earnings in excess of billings and in accounts receivable from 119 to 101 days
during 2004 was the primary reason for the increased cash flow in 2004. Maintaining and slightly improving this level
of investment should continue to provide adequate funds to finance our working capital requirements.

We provide allowances on our accounts receivable based on the probability of collection as well as the age of the
receivable. We perform a review of collections subsequent to the period end to adjust the provisions for known
collections for accounts provided for. During the period 2002 through 2004, the provision for doubtful accounts as a
percentage of accounts receivable has continued to fall as our collection procedures and our billing cycles became
more refined. We generally expect that costs and estimated earnings in excess of billings will be invoiced within a
month to 90 days from the provision of services and have included terms on invoices to clients that accounts are due
upon receipt or net 30 days. The implementation of the new enterprise management system has provided us with
additional tools and information that should translate into improved collections on older accounts receivable and
reduced impact of these charges on our operating results.

In 2004, C$10.2 million in cash was used in investing activities, compared to C$33.5 million in 2003 and
C$29.2 million in 2002. A number of significant investing activities occurred during 2004, including the sale of our
Edmonton office building, the sale of our interest in Goodfellow EFSOP™ technology, the completion of our largest
acquisition to date, and our investment in short-term investments related to self-insured liabilities arising on the
implementation of our regulated insurance company. In 2003 our investment activities included investment in our new
enterprise management system, investment in construction costs associated with an addition to our Edmonton office
building, and investment in four acquisitions. The net impact of these various investment activities was to decrease the
amount of cash used in 2004 from 2003 by C$23.3 million. We completed fewer acquisitions in 2003 than in 2002,
resulting in a net decrease in cash expended on acquisitions of approximately C$11.4 million. This difference was
offset by an increased investment in property and equipment of C$11.3 million in 2003 compared to 2002. The
implementation of our new business information system, the construction of the Stantec Atrium Tower in Edmonton,
and continued renovations to Stantec Centre in Edmonton accounted for this additional investment. The remaining
difference is the amount of proceeds received in 2002 on the disposition of our minority interest in Linnet Geomatics
International Inc. and on the divestiture of our 50-person operation in Gatineau, Quebec.

As a professional services organization, we are not capital intensive. Our capital expenditures have historically
been primarily for property and equipment that includes such items as computer equipment and business information
systems software, furniture, leasehold improvements and other office and field equipment. As indicated above, the
largest capital expenditures incurred in 2002 through 2004 relate to the construction of the addition to the Edmonton
office building, the renovations to the original Edmonton office building, the costs associated with the implementation
of our new business information system, and leasehold improvements incurred on new office space. Other normal
capital expenditures accounted for approximately
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C$10.8 million, C$9.2 million and C$7.8 million in each of 2002, 2003 and 2004. We expect our capital expenditures
in 2005 to be approximately C$16.0 million to C$18.0 million that includes improvements to our Winnipeg office
building and upgrades to a number of our desktop computers to support updated versions of certain application and
operating system software. Our capital expenditures were C$8.2 million for the first two quarters of 2005. This was
within the expected range for 2005 to support ongoing operational activity. During the first two quarters of 2005, our
capital expenditures were financed by cash flows from operations.

Share options exercised for cash during the first two quarters of 2005 generated cash of C$535,000, compared to
C$918,000 for the same period in 2004. We used C$36.0 million in financing activities in 2004, compared to the use
of C$4.2 million in 2003 and the generation of C$14.9 million in 2002. Additional funds received in 2004 on the
exercise of share options, as well as the net decrease in funds used to repurchase shares under our Normal Course
Issuer Bid, were offset by the use of funds to pay down our bank indebtedness and long-term borrowings. This bank
indebtedness had been incurred in 2003 and early 2004 to finance the level of investment in accounts receivable and in
costs and estimated earnings in excess of billings that resulted from the implementation of our new enterprise
management system. Improvement in the level of these investments, as well as proceeds received on the sale of our
Edmonton office building, provided the additional funds to repay our long-term debt and bank indebtedness. We
issued 1.2 million common shares for net cash proceeds of C$18.3 million in 2002 and borrowed C$30.0 million on
our existing acquisition credit facility.

During 2004, we renegotiated our credit facility with a major Canadian chartered bank. Our new credit facility
provides for an operating line of credit of C$30 million. At December 31, 2004, no borrowing had been drawn on this
facility (C$8.3 million had been drawn at December 31, 2003 and none at December 31, 2002). We also maintain a
US$17.0 million acquisition credit facility, which was unused at December 31, 2004, and a four-year reducing U.S.
dollar-denominated term facility, of which C$24.0 million was used at December 31, 2004 (C$19.2 million had been
used at December 31, 2003). The credit facility requires us to satisfy the following specified financial ratios and tests:
(1) the debt to EBITDA ratio must not exceed 2.50 to 1.0 at any time (EBITDA is defined in the credit facility as, for
any period, net income for such period plus all amounts deducted in the calculation thereof on account of interest
expense, income taxes, depreciation and amortization); (2) the EBITDAR to debt service ratio must not be less than
1.35 to 1.0 at any time (EBITDAR is defined in the credit facility as, in respect of any period, an amount equal to
EBITDA plus triple net building operating lease expenses); (3) shareholders equity must be greater than or equal to
90% of the prior fiscal year ending shareholders equity plus 50% of the positive cumulative net income earned during
the current fiscal year; and (4) the ratio of current assets to current liabilities must be not less than 1.25 to 1.0 at any
time. We are in compliance with all such ratios and tests.

Our shareholders equity increased C$28.6 million to C$189.1 million at the end of 2004 from C$160.5 million at
the end of 2003. This increase resulted from net income of C$30.2 million in 2004, the recognition of the fair value of
share-based compensation of C$0.7 million, and the issue of shares on the exercise of options of C$3.5 million, offset
by the repurchase of our common shares of C$0.7 million during the year pursuant to our normal course issuer bid and
the C$5.1 million change in our cumulative translation account arising on the translation of our U.S.-based foreign
subsidiaries. The C$5.1 million change is due to the continued strengthening of the Canadian dollar  from C$0.77 to
C$0.83 in relation to the U.S. dollar during the year. Our shareholders equity increased C$9.1 million to
C$160.5 million at the end of 2004 from C$151.4 million at the end of 2003. This increase resulted from net income
of C$25.1 million, the recognition of the fair value of share-based compensation of C$0.6 million in 2003, and the
issue of shares on the exercise of options of C$0.6 million, offset by the repurchase of our common shares of
C$1.4 million during the year and the C$15.8 million change in our cumulative translation account arising on the
translation of our U.S.-based foreign subsidiaries in 2003. The C$15.8 million change is due to the significant
strengthening of the Canadian dollar  from C$0.63 to C$0.77 in relation to the U.S. dollar during the year.

Our normal course issuer bid was renewed in 2004 and allows us to repurchase up to 554,388 shares on the
Toronto Stock Exchange. We continue to believe that, from time to time, the market price of our common shares does
not fully reflect the value of our business or future business prospects and that, at such times,
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outstanding common shares are an attractive, appropriate, and desirable use of our available funds. In 2004 we
purchased 29,300 common shares at an average price of C$24.57 per share for an aggregate price of C$720,000. In
2003 we purchased 74,700 common shares at an average price of C$18.63 per share for an aggregate price of
C$1,392,000. In 2002 we purchased 54,600 common shares at an average price of C$16.12 per share for an aggregate
price of C$880,000.
Contractual Obligations

The following table summarizes the contractual obligations due on our long-term debt, other liabilities, and
operating lease commitments as of December 31, 2004:

Payments Due by Period

Less than More than
Total 1 Year 2 -3 Years 4 -5 Years 5 Years

(In thousands of Canadian dollars)

Long-term debt(1) C$ 33975 C$ 12,820 C$ 19,585 C$ 1,459 C$ 111
Interest on debt(2) 2,824 1,479 1,269 76

Other liabilities 19,868 3,050 6,079 3,400 7,339
Operating lease

commitments 207,666 29,509 50,301 34211 93,645

Total contractual
obligations C$ 264,333 C$ 46,858 C$ 177,234 C$ 39,146 C$ 101,095

(1) Does not include C$90,956,000 of debt expected to be incurred under our credit facility in connection with the
merger.

(2) Based on an estimated average interest rate of 5.42% per year. Does not include interest on C$90,956,000 of debt
expected to be incurred under our credit facility in connection with the merger at an expected interest rate of
approximately 4.1% per year.

Off-Balance Sheet Arrangements
As of June 30, 2005, our only material off-balance sheet financing arrangements relate to letters of credit in the

amount of C$1.7 million.

Market Risk
We are also exposed to various market factors that can affect our performance primarily with respect to currency

and interest rate.

Currency. Because a significant portion of our revenue and expenses is generated or incurred in U.S. dollars, we
face the challenge of dealing with fluctuations in exchange rates. To the extent that U.S. dollar revenues are greater
than U.S. dollar expenses in a strengthening U.S. dollar environment, we expect to see a positive impact on our
income from operations. Conversely, to the extent that U.S. dollar revenues are greater than U.S. dollar expenses in a
weakening U.S. dollar environment, we expect to see a negative impact. This exchange rate risk primarily reflects, on
an annual basis, the impact of fluctuating exchange rates on the net difference between total U.S. dollar professional
revenue and U.S. dollar expenses. Other exchange rate risk arises from the revenue and expenses generated or
incurred by subsidiaries located outside of Canada and the United States. Our income from operations will be
impacted by exchange rate fluctuations used in translating these revenue and expenses. In addition, the impact of
exchange rates on the balance sheet accounts of subsidiaries located outside of Canada and the United States will
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affect our operating results. We also continue to be exposed to exchange rate risk for the U.S. dollar and other foreign
currency-denominated balance sheet items carried by our Canadian, U.S. and international operations.

Interest Rate. Changes in interest rates present a risk to our performance. All of our bank facilities, which are
comprised of operating loans and an acquisition loan, carry a floating rate of interest. We estimate that, based on our
balances at December 31, 2004, a 1% change in interest rates would impact our earnings
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per share by less than C$0.01. In addition, we are subject to interest rate risk to the extent that our investments held for
self-insured liabilities include fixed rate government and corporate bonds.
Critical Accounting Estimates

The notes to our December 31, 2004 consolidated financial statements outline our significant accounting
estimates. The accounting estimates discussed below are considered particularly important since they require the most
difficult, subjective, or complex management judgments. Because of the uncertainties inherent in making assumptions
and estimates regarding unknown future outcomes, future events may result in significant differences between
estimates and actual results. We believe that each of our assumptions and estimates is appropriate to the circumstances
and represents the most likely future outcome.

Revenue Recognition and Cost Estimates on Contracts. Revenue from fixed fee and variable fee with ceiling
contracts is recognized using the percentage of completion method based on the ratio of contract costs incurred to total
estimated contract costs. We believe that costs incurred are the best available measure of progress toward completion
of these contracts. Estimating total direct contract costs is subjective and requires the use of our best judgments based
upon the information we have available at that point in time. Our estimate of total direct contract costs has a direct
impact on the revenue we recognize. If our current estimates of total direct contract costs turn out to be higher or
lower than our previous estimates, we would have over- or under-recognized revenue for the previous period. We also
provide for estimated losses on incomplete contracts in the period in which such losses are determined. Changes in our
estimates are reflected in the period in which such changes are made.

Goodwill. Goodwill is assessed for impairment at least annually. This assessment includes a comparison of the
carrying value of the reporting unit to the estimated fair value to ensure that the fair value is greater than the carrying
value. We arrive at the estimated fair value of a reporting unit using valuation methods such as discounted cash flow
analysis. These valuation methods employ a variety of assumptions, including revenue growth rates, expected
operating income, discount rates, and earnings multiples. Estimating the fair value of a reporting unit is a subjective
process and requires the use of our best estimates. If our estimates or assumptions change from those used in our
current valuation, we may be required to recognize an impairment loss in future periods.

Provision for Doubtful Accounts. We use estimates in determining our allowance for doubtful accounts related to
trade receivables. These estimates are based on our best assessment of the collectibility of the related receivable
balance based, in part, on the age of the specific receivable balance. A provision is established when the likelihood of
collecting the account has significantly diminished (less than 50% chance of collection) or when the account has been
outstanding for a period of time exceeding four months from the invoice date. Future collections of receivables that
differ from our current estimates will affect the results of our operations in future periods.

Self-insured Liabilities. We self-insure certain risks related to professional liability. The accrual for self-insured
liabilities includes estimates of the costs of reported claims and is based on estimates of loss using assumptions made
by management, including consideration of actuarial projections. These estimates of loss are derived from loss history
that are then subjected to actuarial techniques in the determination of the proposed liability. Estimates of loss may
vary from those used by the actuarial projections and may result in a larger loss than estimated. Any increase in loss
would be recognized in the period the loss is determined.

Outlook

The infrastructure and facilities market within North American is diverse and varies significantly from region to
region. The market is made up of many technical disciplines, clients, and industries, and engages both the private and
public sectors. Over the next few years, we expect the demand for services in this market to be driven by continued
population growth, compliance with new government regulations and the need to maintain and replace an aging North
American infrastructure. The market should also benefit from continued outsourcing of technical services, especially
in the public sector. The state of the infrastructure and facilities
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market is also tied to general economic performance. The overall market outlook offers increasing prospects for
accelerating growth, particularly in the non-residential sectors.

Much of the actual growth seen in 2004 and over the past several years has been driven by residential
construction. However, spending on public construction appears to be rising, while private non-residential
construction continues to rebound from an extended downturn. Commercial and industrial participants should increase
capital spending as their earnings prospects improve. In addition, a variety of public agencies have begun planning for
increased investment in infrastructure projects after several years of below-trend spending. As predicted by many
forecasters, the residential construction market could flatten this year both in Canada and the United States. However,
we anticipate that 2005 will continue to be a high-performance year for housing, contributing to ongoing strong
performance in our urban land practice area. As well, we expect strength in commercial construction markets,
particularly industrial projects, to support higher project activity.

Although much attention has been focused on delays in U.S. government funding for programs such as the
Transportation Equity Act for the 21st Century, a recovery in state tax revenue as incomes improve is likely to be a
more significant factor in driving spending on transportation, environmental, and other capital projects in the United
States. The Canadian market should also benefit from the promised transfer of federal funding to the provinces for
health care and to municipalities for new infrastructure and the rehabilitation of existing facilities.

Within this overall market outlook, we expect to continue to grow through a combination of internal hiring and
acquisitions. We target to achieve long-term average annual compound growth rates of 15 to 20%, although we may
not see growth in this range every year. We have chosen this target because we believe that it is an attainable goal that
allows us to enhance the depth of our expertise, broaden our service provision, provide expanded opportunities for our
employees, and lever our information technology systems. Our ability to continue to grow at this rate depends to a
large extent on the availability of acquisition opportunities. Since our industry is made up of 100,000, mostly small
firms, there are many acquisition candidates. At any one time, we are engaged in discussions with up to 20 or more
firms ranging from very small firms to firms that are larger than Keith.

We plan to support our targeted level of growth using a combination of cash flow from operations and additional
financing while maintaining a return on our equity at or above 14% and a net income at or above 5% of net revenue.
Although we believe that a normal debt to equity ratio at or below 0.5 to 1 is an appropriate target for our Company,
opportunities to conclude transactions may make it necessary for us to increase the amount of debt we carry beyond
that limit. If the need to finance a larger acquisition arises, we may seek to raise cash by issuing additional shares.

Looking at the results of our current mix of project activity in the United States and Canada, we anticipate that our
gross margin as a percentage of net revenue will remain in the range of 53 to 55% for 2005 and that our administrative
expenses will remain in the range of 40 to 42% of net revenue. In addition, we expect our effective tax rate for 2005 to
be between 33 and 35%.
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Description of Stantec s Business
General

We provide professional consulting services in planning, engineering, architecture, interior design, landscape
architecture, surveying, environmental sciences project management and project economics for infrastructure and
facilities projects. Our goal is to become a top 10 global design and consulting services firm with C$1 billion in
annual revenue by the year 2008. To achieve this objective, we will continue to deliver fee-for-service professional
services in the US$50 billion infrastructure and facilities market through our focused, sustainable business model. For
the fiscal year ended December 31, 2004, we had gross revenue of approximately C$520.9 million and net income of
approximately C$30.2 million.

Our three-dimensional model ~ which is based on diversifying our operations in distinct geographic regions,
specializing in distinct but complementary practice areas, and providing services in all five phases of the infrastructure
and facilities project life cycle allows us to manage risk while continuing to increase our revenue and earnings.

Geographic Diversification. We currently have operations in five economic regions in Canada and the United
States as well as a project presence in the Caribbean and other selected international locations. Our strategy for
geographic diversification has two components. The first component is to grow our existing regional operations by
expanding our services particularly in areas where we have not yet reached a mature market presence. We target to
achieve a market penetration of C$10 million in revenue per one million population in these regions. The second
component includes expansion outside our existing regions principally in the United States and Canada. We expect to
continue to expand geographically primarily by acquiring firms that meet our integration criteria and to a lesser extent
by growing organically.

Practice Area Specialization. Specialization and diversification of services are achieved by providing services in
17 distinct practice areas that can generally be grouped into five key practice areas  buildings, environment, industrial,
transportation, and urban land. Focusing on this combination of project services helps differentiate us from our
competitors, allowing us to enhance our presence in new geographic regions and markets and to establish and
maintain client relationships. Our strategy for strengthening this dimension of our business model is to increase the
depth of our expertise in our current practice areas and to selectively add complementary practice areas to our
operations.

Life Cycle Solutions. We seek to provide professional services in all five phases of the project life cycle planning,
design, construction, maintenance, and decommissioning. This inclusive approach allows us to deliver services during
periods of strong new capital project activity, such as design and construction, as well as periods of lower new capital
project expenditures, such as maintenance and rehabilitation. Beginning with the planning and design stages, we
provide conceptual and detailed design services, conduct feasibility studies, and prepare plans and specifications.
During the construction phase, we generally act as the owners representative, providing project management,
surveying, and resident engineering services. We focus principally on fee-for-service type work and generally do not
act as the contractor or take on construction risk. Following project completion, during the maintenance stage, we
provide ongoing professional services for maintenance and rehabilitation in areas such as facilities and infrastructure
management, facilities operations, and performance engineering. Finally, in the decommissioning phase, we provide
solutions and recommendations for taking facilities out of active service.

Through our One Team. Infinite Solutions. approach to our business, we are able to undertake infrastructure and
facilities projects of any size for both public and private sector clients. Currently, the majority of assignments we
pursue are small to midsize projects with a capital value of less than C$100 million and potential project fees for
Stantec of less than C$10 million. These types of projects represent the largest share of the infrastructure and facilities
market. Focusing on this project mix continues to ensure that we do not rely on a few large, single projects for our
revenue and that no single client or project accounts for more than 5% of our overall business.

We provide services to clients in both the public and private sectors mainly in North America through integrated
and discipline-specific consulting and project delivery. Our organizational structure gives us both
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the strength and diversity of a large organization and a strong regional presence to deliver our services locally. Our
Consulting Services business unit focuses on providing total infrastructure solutions targeted to five practice areas
buildings, environment, industrial, transportation and urban land.

We were incorporated under the Canada Business Corporations Act on March 23, 1984 as 131277 Canada Ltd.
Our Articles of Incorporation were amended on several occasions, namely to change our name, amend share
attributes, create and delete classes of shares, reorganize our outstanding share capital and split our common shares,
and change the minimum and maximum number of directors. On August 15, 1984 the name 131277 Canada Ltd. was
changed to Stanley Engineering Group Inc. and on October 18, 1989, it was changed to Stanley Technology Group
Inc. On March 30, 1994, Stanley Technology Group Inc. amalgamated with 3013901 Canada Limited to continue as
Stanley Technology Group Inc. On October 28, 1998, the name Stanley Technology Group Inc. was changed to
Stantec Inc.

Our corporate headquarters are located at 10160 112 Street, Edmonton, Alberta, TSK 2L6.

Business Units

Consulting Services is our principal focus and we currently operate in five geographic regions: Canada West,
Canada Central, the US Southwest, the US Southeast and the US Northeast. Affiliated companies, which accounted
for less than 1% of our revenue, fall within the responsibilities of the regional management or within the corporate
administration group. We balance our geographic structure and management by also aligning services and
management in five practice areas  buildings, environment, industrial, transportation and urban land.

In 2003, we realigned our organizational units to better reflect its balanced regional focus and practice area
specialization. The two largest and most mature regional operating units Canada West and Canada Central, were
further divided into smaller sub-regions. At present, our regions in Canada include British Columbia, Alberta South,
Alberta North, Saskatchewan/ Manitoba, Ontario Southwest, Ontario GTA (Greater Toronto Area), and Ontario East.
Our three US regions are US Southwest, US Southeast and US Northeast.

The five practice areas consist of 17 distinct specialist practice areas including:

1. architecture & interior design;

2. buildings engineering;

3. facilities planning & operations;
4. program & project management;
5. strategic management;

6. environmental infrastructure;

7. environmental management;

8. bio/pharmaceuticals;

9. manufacturing/ industrial;

10. power resources & chemicals;
11. infrastructure management & pavement engineering;

12. transportation infrastructure;
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13. transportation planning & traffic engineering;
14. planning & landscape architecture;

15. urban land engineering;

16. surveys; and

17. quality control/assurance.
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Consulting Services

We provide consulting services in five provinces in Canada, 15 states in the United States and selected
international markets. International projects generally have been in the water supply, wastewater treatment,
environmental protection, transportation and health care sectors, often in countries with developing economies.

Our staff and system capabilities allow us to undertake infrastructure and facilities projects of any size. Currently,
most of our projects have total capital costs of less than C$100 million and our potential fees from these types of
projects are generally in the range of 10% of the capital costs, assuming we provide most of the services required.
Joint ventures, associations or subcontract arrangements are often established to deal with larger projects. As a result,
we mitigate our overall risk by working on several thousand projects each year, none of which would normally exceed
5% of our revenue.

As mentioned above, our core capabilities in the consulting services area are provided through 17 specialist
practice areas, most of which can generally be grouped into five practice areas: buildings, environment, industrial,
transportation and urban land. Some specialist practice areas such as project and program management, and strategic
management services are offered in all five practice areas.

Buildings Practice Area. We provide comprehensive solutions for commercial, industrial and institutional
facilities. Typical projects include hospitals, educational and recreational facilities, research and technology facilities,
office buildings and commercial centers. Services are delivered through three specialist practice areas: architecture
and interior design, buildings engineering and facilities planning and operations, and include project/ program
management, facilities management, strategic planning, architectural design, interior design, and structural,
mechanical and electrical engineering. Our services are provided both in connection with new construction and for
existing buildings and facilities. For existing buildings and facilities, we provide expertise in building operating
systems, performance engineering and ongoing tenant improvements. We also provide services designed to maximize
the efficiency of a building s existing systems and improve its operations, including analyzing a building s exterior
envelope and evaluating air quality, lighting and energy efficiency. The demand for these specialized types of services
for existing buildings and facilities tends to be counter-cyclical and improves our ability to generate fees during
periods of economic downturn and reduced capital spending.

Our clients in the buildings practice area include institutional and commercial building owners and large
multinational firms, as well as government agencies that build, administer and operate public buildings. Our clients
also include independent authorities or agencies, such as airport authorities, transportation commissions and transit
systems.

Environment Practice Area. We apply our specialized knowledge and experience to develop and manage
sustainable solutions for air, water and soil. Our services are focused in two specialist practice areas: environmental
infrastructure and environmental management. The core services we provide in these two specialist practice areas
include:

assimilative capacity

wastewater collection systems

municipal & industrial wastewater treatment
infiltration & inflow/ CSO

odor and corrosion control

wastewater pumping

water treatment
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water storage
distribution systems

water reclamation & reuse
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environmental site management
environmental assessment

water resources management

heritage and natural resource assessment
waste management

risk assessment

health and safety

air quality assessment

ecotoxicology and GLP testing

microbiology laboratory

We also have specialized expertise in advanced processes for water and wastewater solutions, including
biological/ enhanced nutrient removal (BNR/ENR), microbiological assessment of activated sludge and advanced
water treatment. Our environment services provide multidisciplinary teams of qualified and experienced engineers,
scientists, process specialists, occupational hygienists, and specialists in environmental regulation and policy.

Industrial Practice Area. Our comprehensive industrial services are provided in three specialist practice areas:
bio/pharmaceutical, manufacturing/industrial, and power, resources and chemicals. Services are provided to clients
principally in the private sector in the automotive, chemical, consumer products, forestry, food and beverage,
bio/pharmaceutical, power generation, pulp and paper, utilities, mining and general manufacturing sectors. Our
services to these clients include planning, engineering and project management. We also provide specialty services
including occupational health and safety (industrial hygiene and prestart operator safety reviews), system integration,
instrumentation and control, electrical energy and power management, facility planning and design, industrial
engineering, logistics, material handling and commissioning. Projects range from the design of pilot versions of new
processes to the design, process verification, equipment and materials procurement and project management for the
construction of entire industrial plants. Our bio/pharmaceutical group provides solutions to companies involved in the
discovery, research and development, and manufacturing of a wide range of pharmaceutical and biotechnology
products.

Transportation Practice Area. We offer coordinated solutions for the safe and efficient movement of people,
vehicles, aircraft and goods. Our core services include project management, planning and engineering, which we
provide through three specialist practice areas: transportation planning and traffic engineering, transportation
infrastructure and infrastructure management and pavement engineering. Our services include: transportation master
plans for communities and airports; transportation investment studies; design of new and upgraded airport facilities,
such as terminals, runways and taxiways; transit facilities, such as bus and light rail transit systems; new and upgraded
bridges; urban roadways; freeways; interchanges; rural highways; and rail systems. Our specialty services include
simulation modeling, a comprehensive understanding of transportation demand and supply management principles,
extensive use of a range of life cycle cost and statistical analysis techniques and public consultation and environmental
assessment skills in developing practical, cost-effective, long-term infrastructure facility plans with broad public
support.

A key feature of our transportation services is our expertise in integrated infrastructure/asset management systems
and decision-support tools. Our infrastructure management and pavement engineering specialist practice area includes
transportation and bridge engineers, roadway and bridge inspection specialists, infrastructure management specialists,
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geographic information system (GIS) specialists and software specialists. This team designs, develops and implements
integrated infrastructure/asset management systems and work management applications for pavement, bridges,
right-of-way features, water, wastewater, storm water, utilities and other assets. These systems allow governments to
prioritize and to optimize the use of available funds through efficient and cost-effective planning for public works
maintenance, rehabilitation and capital projects.
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Our clients in this practice area are primarily public sector agencies, transportation authorities and commercial and

institutional clients.

Urban Land Practice Area. Services in this practice area include planning, engineering, surveying, project
management and landscape architecture services. These services are provided principally to the land development and
real estate industries. Services are delivered through four specialist practice areas: planning and landscape
architecture, urban land engineering, surveys and quality control/assurance. We assist our urban land clients through
the entire land development process providing services from the initial master plan development to project
management of the construction of the infrastructure. Services include or relate to conceptual plans, zoning approval
of design infrastructure, transportation planning, traffic engineering, landscape architecture, urban planning, design
construction review and surveying.

Acquisitions

We compete in the professional consulting service industry. This industry, which includes the engineering,
architecture and environmental sciences consulting industries, is highly fragmented. We believe that industry trends
continue to create acquisition opportunities. Our goal is to continue to increase our size and profitability. This goal
will be accomplished partly through the acquisition of established professional consulting firms in Canada, the United
States and internationally. Our principal acquisition focus is in selected regions in the United States and Canada. The
following list summarizes our acquisitions since the beginning of 2002:

Year

2004

2004
2004
2004
2003

2003
2003

2003

2002

2002

2002

2002

2002

2002

Business Acquired

The Sear-Brown Group,
Inc.

GBR Architects Limited
Dunlop Architects Inc.
Shaflik Engineering Ltd.

Ecological Services Group
Inc.

APAI Architecture Inc.
Optimum Energy
Management Inc.

Inner Dimension Design
Associates Inc.

McCartan Consulting Ltd.
Webster & Simmonds
Surveying Ltd.

Cosburn Patterson Mather
Limited

GKO Design Consultants
Inc.

M.R.S.F.M. Holdings Ltd.
(Graeme & Murray
Consultants Ltd.)
GeoViro Engineering Ltd.

Services Provided

engineering, planning, and architectural
services

architectural design services
architectural design services

electrical engineering services
specializing in traffic and sport facility
lighting

environmental management services

architectural design services
engineering management consulti