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Can ad I an There were 773 Canadian companies sold during the first half of 2017, a 1%
increase compared to the same period last year. The total implied enterprise value
M &A U pd ate was CDN$50.7 billion from January to June 2017, compared to CDN$38.7 billion
®® last year (a 31% increase). Of the 773 companies sold during the first half of 2017,

71% were domestic acquisitions compared to 68.7% the year prior.

Canadian M&A Transactions
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C The largest transaction involving a Canadian company during the first half of 2017
C an a.d I an was Enbridge’s acquisition of Spectra Energy Corp. for a total enterprise value of

CDN$60.7 billion. The acquisition of Veresen Inc. by Pembina Pipeline Corporation
M &A U pd ate el (implied enterprise value of CDN $7.7 billion) and SNC-Lavalin Group’s acquisition
of UK-based WS Atkins plc (implied enterprise value of CDN $3.6 billion) were
announced but not yet closed as of June 30, 2017, and thus excluded from our

calculations.

Spectra Energy Corp. U.S. Enbridge Inc. Canada 60.7 Energy
Endeavour Energy Australia Macquarie Group led consortium Multiple 194 Utilities

including British Columbia Investment (including

Management Corporation Canada)
Remaining 50% Interest in Canada Cenovus Energy Inc. Canada 17.7 Energy
FCCL QOil Sands Partner and
Majority of Western Canada
Deep Basin Gas Asset
DH Corporation Canada Finastra Group Holdings Limited United 4.6 Information

Kingdom Technology

Manitoba Telecom Services, Canada BCE Inc. Canada 3.7 Telecom

Inc.
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Canadian

M&A Update ..

Value of Canadian M&A Transactions — Canadian Targets

[CDN$ MM] (1H 2017)
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Despite a larger total implied enterprise value, the median deal value of disclosed
transactions in the first half of 2017 was CDN$8.5 million compared to CDN$11.1
million the same period last year. This is attributable to a small number of large
deals (see previous page) skewing the total upward. Furthermore, since the value
of many smaller transactions are not disclosed, the actual median is likely lower.
Transactions with values in excess of CDN$500 million in Canada are infrequent,
but continue to account for a large portion of overall deal value.

Number of Canadian M&A Transactions — Canadian Targets
(1H 2017)
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Public vs.
Private

Public Companies Sold in North America

Of all transactions involving a Canadian target, 90.6% were private company
transactions, which is in line with the historical average. For public companies, the
number of transactions increased from 59 to 73, while the median premium over
price stock fell from 44.1% in the first half of 2016 to 31.0% in the first half of 2017,
falling in line with premiums over the past ten years.

Comparatively, only 172 out of the 7,254 deals conducted in the U.S. were public
companies (approximately 2.4% of the total), which is also in line with historical
norms. The median takeover premium of 29.8% for U.S. public companies is in line
with the premiums usually seen in the U.S. market.
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Valuation
Multiples

Valuation multiples for North American transactions (where determinable) increased
slightly with an average EBITDA (earnings before interest, taxes, depreciation and
amortization) multiple of 11.5x compared to 10.9x at the end of 2016. Energy,

industrials, materials, utilities, and real estate all saw significant increases in

valuation multiples. Companies in the consumer discretionary, consumer staples,
and healthcare sectors saw a decline in EBITDA multiples.

Enterprise Value to EBITDA Multiples by Industry for Transactions in North America

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2%':7
Consumer Discretionary 11.2x 11.4x 8.4x 10.7x 10.3x 10.2x 11.1x 10.7x 9.9x 10.6x 9.9 x
Consumer Staples 11.2x 9.2x 9.0x 8.9x 10.1x 10.8x 11.1x 12.0x 9.4x 12.1x 11.5x
Energy 8.8x 8.6x 6.1x 9.4x 11.3x 7.6X 8.1x 8.5x 8.8x 8.6x 14.2 x
Financials 11.4x 9.8x 6.6x 10.2x 8.3x 9.1x 10.6x 12.3x 9.0x 12.1x 12.3 x
Healthcare 13.8x 12.7x 8.7x 12.0x 11.4x 10.8x 10.1x 11.7x 12.7x 12.6x 12.0 x
Industrials 9.4x 10.2x 8.2x 8.7x 9.4x 8.6x 8.8x 9.7x 9.9x 9.1x 10.7 x
Information Technology 12.4x 12.7x 10.2x 12.0x 12.2x 11.0x 11.2x 12.7x 13.1x 12.4x 12.7 x
Materials 9.2x 10.4x 7.7x 10.5x 8.6X 8.7x 10.0x 8.3x 10.5x 7.8x 10.7 x
Telecommunication Services 9.3x 9.7x 6.6x 7.9% 7.2X 9.4x 8.9x 9.9x 14.9x 8.9x 9.5 x
Utilities 11.1x 11.5x 8.4x 11.5x 10.1x 9.5x 11.1x 9.7X 10.3x 11.1x 12.7 x
Real Estate 15.7x 13.3x 16.0x 11.8x 16.3x 15.9x 15.5x 17.6x 19.2x 16.5x 20.2 x
Unknown 3.2x 8.5x 3.4x 7.1X 14.5x 4.1x 11.9x 4.1x 8.5x 10.5x 4.0 X
All Industries 11.0x 10.8x 8.2x 10.4x 10.7x 9.6x 10.2x 10.7x 11.0x 10.9x 11.5x

Source: S&P Capital 1Q as of June 30, 2017, D&P Analysis. All publicly disclosed transaction information available in Capital I1Q
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I n d u Str In the first half of 2017, the energy sector led Canadian M&A activity with a total
y implied enterprise value of CDN$25.5 billion with five transactions valued over
S eCtO rS CDN8$500 million. Deal flow for the industry, however, continued to struggle with 75

deals completed as of June 2017 compared to 81 last year. The materials industry
continues to be the most active sector in Canada, with 189 companies worth
CDN8$3.0 hillion sold since the beginning of the year. Telecom services had the
weakest deal flow in the country because of the heavy regulatory environment. Only
1 out of the 55 transactions in the financial industry disclosed financial terms, which
explains the low enterprise value of deals.

Canadian M&A Transactions by Industry (1H 2017) Implied Enterprise Value

Number of Deals of Deals (CDN$ MM)
189 Materials $2,986
109 Industrials $1,759
95 IT $5,466
75 Energy $25,505
74 Consumer Discretionary $1,245
61 Real Estate $1,426
55 Financials $11
32 Healthcare $959
33 Consumer Staples $2,508
14 Utilities $4,555
4 Telecom Services $3,747
32 Unknown $513

Source: S&P Capital IQ as of June 30, 2017, D&P Analysis. All publicly disclosed transaction information available in Capital 1Q

7



DUFF&PHELPS

Canadian M&A Insights | Summer 2017

Cross-Border
Transactions ..

Canadian transactions remain predominately within Canadian borders. Of the 773
deals closed during the first half of 2017, 549 deals were acquired by a Canadian
company, 165 by an international company and 59 were undisclosed. Total implied
enterprise value of cross-border transactions involving a Canadian target was
CDN$9.8 billion compared to CDN$75.0 billion during the first half of 2016.

In contrast, cross-border transactions involving a Canadian buyer totaled
CDN8$103.2 hillion across 335 transactions in 2017. Canadian-based acquirers
were focused on the information technology, industrials, materials and real estate
sectors.

Canadian Cross-Border Transactions by Industry (1H 2017)

Canadian Buyers

93
59
49
31
30
14
12
11
10
4

0]

22

Canadian Sellers

Materials 19
Real Estate 4
Information Technology 54
Consumer Discretionary 19
Industrials 27
Consumer Staples 9
Energy 3
Healthcare 8
Utilities 2
Financials 10
Telecommunication Services d
Undisclosed 10

Source: S&P Capital 1Q as of June 30, 2017, D&P Analysis. All publicly disclosed transaction information available in Capital 1Q
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C r- O S S s B O r d e r The United States remains Canada’s most active cross-border transaction partner,

with 114 Canadian companies sold and 240 American companies acquired.
Tran SaCtI O n S Acquisitions by European companies slowed down, with 26 Canadian companies

. sold compared to 36 the year prior. Canadian companies are still actively acquiring
European companies, however, with 46 European companies acquired compared
to 48 the first half of 2016. Cross-border transactions with the Asia Pacific region,
while a small percentage of total deal flow, remains consistent.

Canadians have become more active in acquiring international companies (335 vs.
275 deals) as companies look for growth outside of Canada. Comparatively,
Canadian divestitures to foreign players slowed down (165 vs. 181 deals). The
slowdown in acquisitions by foreigners may be affected by the increased
uncertainty regarding the future of the NAFTA agreement.

Canadian Cross-Border Transactions by Region (1H 2017) [# of Deals]

Canadian Buyers Canadian Sellers
240 United States 114
46 Europe 26
13 Asia/Pacific 19
36 Other 6
Source: S&P Capital 1Q as of June 30, 2017, D&P Analysis. All publicly disclosed transaction information available in Capital 1Q
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Looking Ahead

The Canadian economy is expected to remain healthy over the next two years, with GDP
expected to increase by 2.4% in 2017 and 2.0% in 2018, which continues to support the
growth of M&A activity in the country.®

The renegotiation of NAFTA may continue to create uncertainty in the market; industries with
heavy reliance on trade may be strongly affected by the outcome of the negotiations.

Major changes to the taxation of private corporations have been announced by the Canadian
government, which will likely make selling a privately owned Canadian corporation less tax
efficient if the legislation is enacted. The start of 2017 also marked a change in the tax
treatment of capital gains. The possibility of a higher capital gains inclusion rate also lurks in
the 2018 budget. Business owners are encouraged to consult their tax advisor and consider
these recent and possible changes when planning for sale or succession.

1 Source: The Economist Intelligence Unit
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About
Duff & Phelps

Ranked #1 Our Unique Financial

for Announced Global Fairness Opinions Sponsor Coverage Model

in 2016 and over the past five years! Duff & Phelps is uniquely positioned to
provide unparalleled access and insights into

Ranked #4 the financial buyer universe, including family

U.S. Middle-Market M&A Advisor offices. We have 45 dedicated coverage

over the past five years? officers across North America covering over

650 Private Equity Groups.

We Serve Dedicated Coverage Across

62% of Fortune 100 companies Five Broad Verticals
85% of Am Law 100 law firms « Consumer, Food and Retail

72% of the 25 largest PE firms + Energy and Mining

in the PEI 300 » Healthcare and Life Sciences
72% of the 25 largest Hedge Funds « Industrials and Business Services

in the Alpha Hedge 100 « Technology, Media and Telecom

1 Published in Thomson Reuters’
“Full Year 2016 Mergers & Acquisitions Review.”
2Source: Thomson Financial Securities Data
(U.S. deals < $200M). Full years 2012 through 2016 11
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Contact Us

Canada:

Ross Fletcher

Managing Director

+1 416 361 2588
Ross.Fletcher@DuffandPhelps.com

Howard Johnson

Managing Director

+1 416 597 4500
Howard.Johnson@DuffandPhelps.com

Kurt Schurer

Managing Director

+1 403 890 7355
Kurt.Schurer@DuffandPhelps.com

Taranjit (“TJ”) Sekhon
Director

+1 416 361 2592
TJ.Sekhon@DuffandPhelps.com

Global:

Bob Bartell

Head of Corporate Finance

+1 312 697 4654
Bob.Bartell@DuffandPhelps.com

Steve Burt

Head of Mergers & Acquisitions
+1 312 697 4600
Steve.Burt@DuffandPhelps.com

Ray Newman

Head of Transaction Advisory Services
+1 212 871 2000
Josh.Benn@DuffandPhelps.com
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About
Duff & Phelps

Duff & Phelps is the premier global valuation and
corporate finance advisor with expertise in complex
valuation, disputes and investigations, M&A, real
estate, restructuring, and compliance and regulatory
consulting. The firm’s more than 2,000 employees
serve a diverse range of clients from offices around the
world.

M&A advisory and capital raising services in Canada are provided by Duff &
Phelps Securities Canada Ltd., a registered Exempt Market Dealer. M&A
advisory, capital raising and secondary market advisory services in the United
States are provided by Duff & Phelps Securities, LLC. Member FINRA/SIPC.
Pagemill Partners is a Division of Duff & Phelps Securities, LLC. M&A advisory,
capital raising and secondary market advisory services in the United Kingdom
and across Europe are provided by Duff & Phelps Securities Ltd. (DPSL), which
is authorized and regulated by the Financial Conduct Authority. In Germany
M&A advisory and capital raising services are also provided by Duff & Phelps
GmbH, which is a Tied Agent of DPSL. Valuation Advisory Services in India are
provided by Duff & Phelps India Private Limited under a category 1 merchant
banker license issued by the Securities and Exchange Board of India.

For more information please visit:

www.duffandphelps.ca
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