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Canada:

Promised Land

for Stable
Construction

At the end of each year, we gather cost data and
market insights from local experts in each office,
and have a series of brainstorming sessions to
articulate the big picture; how did 2013 position
the construction industry for the new year? What
are the driving factors affecting growth at home
and abroad? The Market Intelligence Report is the
culmination of these efforts, and an important tool
for our clients and industry partners to understand
the context behind labour and material costs.

This year, the big stories are investments in energy
projects, and the related demands on skilled
labour. As the first will play a key role in “building”
momentum, the strain from the latter will inevitably
shape how the year unfolds.

Perhaps the story at the heart of all the upward and
downward pressures is that Canada continues to be
a promised land for stable construction.

Where is one of the world’s hottest markets for
building in the short term? Canada. Medium term?
Canada. Long-term? Ditto.

And the excitement is not limited to a select few
sectors. As our readers will learn, the Canadian
market has a healthy appetite, and the menu
features, extensively, items from new dams, mines,
and commercial projects, to transit, and oil and gas
infrastructure, right across the country.

The world has taken notice of how well Canadians
have handled a relatively sustained pace of growth
through the financial turmoil of the past five
years. This is evident in the increased demand

for Canadian expertise, especially with regard to
Public-Private Partnership projects in the United
States, a market that is even closer to home than
ever before.

Yet as we enter the New Year with confidence, and
do our own due diligence on both local markets
and global issues, the onus remains to abet growth
with innovations in how we build and what we use.
Sustainable and environmentally responsive design
and building methods are no longer the future; they
are part of daily practice.

These are the ideas that came out of our own
discussions, and we have shared them here along
with analysis of what we do best: deconstruct
project costs and risks for the benefit of our clients.

To a prosperous year,

Joe M. Rekab
Managing Partner
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Mega projects
to lead growth.

Major hydroelectric, oil and

gas, and mining projects will
complement new and ongoing
infrastructure and booming
commercial construction to
counterbalance reduced residential
activity and keep construction
workloads and escalation stable.

Lower-than-anticipated growth

in the U.S., still weak recovery

in the European Union, and
China’s lowest GDP increase in

a decade will temper Canada’s
economic growth. Robust
resource investment, commercial
construction in major cities and
continued high immigration that
sustains housing demand will
support modest growth. Even so, a
growing shortage of skilled trades,
due in part to the retirement

of large numbers of workers,

is already being felt in some
regions and sectors. Increasing
competition is also expected from
multinational construction firms
now active in Canada.

The federal government’s
commitment to earmark $53
billion for infrastructure spending
over the next 10 years brightens
the outlook beyond 2014. A
strengthening US economy, a

sustained European recovery and
continued infrastructure spending
in China and India will further
support forward momentum.
While oilsands investment is off the
record pace of recent years, new
commitments valued at more than
$50 billion for developing natural
gas fields and liquefied natural
gas (LNG] export infrastructure
are fueling the sector. Ongoing
and new transportation and social
infrastructure projects, large-
scale energy projects valued

at more than $40 billion, and
more than $137 billion worth of
mining investment to 2020 across
the country will provide a solid
foundation for stronger, longer-
term growth.

The consensus view among major
banks is that GDP growth will

be about 1.6 per cent this year,
2.3 per centin 2014 and 2.6 per
cent in 2015. The Bank of Canada
is expected to continue keeping
interest rates at or near historic
lows. This serves to dampen
inflation, which should also help
to keep overall construction
escalation low in 2014 with
variations by province as

noted below.

ESCALATION FORECAST 2014

Ontario 2%-4%
British Columbia 1%-2%
Alberta 4%-6%
Saskatchewan 3%-5%
Manitoba 1%-2%
Quebec 2%-4%
Atlantic Region 1%-2%

2014 Escalation
Summary

Downward pressure is
coming from:

Forecast for modest economic
growth in 2014.

A still relatively strong
Canadian dollar lowering cost of
imported goods.

Softer commodity prices (except
lumber) that could cause a
decrease in materials costs.
Tighter restrictions on mortgage
lending.

Increasing competition from
multinational construction
companies.

Upward pressure on pricing
is coming from:

Continuing high oil prices.
Increased investment in major
energy and mining projects.
Sustained spending on
infrastructure.

Continuing strong

immigration; and

Low interprovincial migration of
skilled trades to meet

regional demand.
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Escalation
Summary

2-by,
2'4%
3-4,

Mining, energy

and other
non-residential
construction
build momentum

Ontario

ntario is expected to outpace
overall growth in Canada in 2014

for the first time in a decade.
Improving business investment and
trade will spur more non-residential
construction, especially in mining
and energy. Sustained infrastructure
investment, a strong commercial sector
and steady new residential building will
help keep construction levels stable.

The steady rebound of the U.S.
economy and a slightly lower loonie
will give a welcome boost to Ontario’s
manufacturing and exports. A forecast
jump in net migration from 77,800

to 86,300 in 2014 will help sustain
housing demand, with 60,800 housing
starts projected for 2013 and 60,300
for 2014. There is currently 5.9 million
square feet of commercial space under
construction in downtown Toronto, with
all projects expected to be completed
by 2017. Multiple major suburban malls
are also being redeveloped.

The Ontario government’'s commitment
of $35 billion from 2013 to 2015 for
infrastructure will stabilize workloads.
The $4.9 billion Eglinton Crosstown

elligence Report - Q4 2013

LRT, the $4.0 billion International Trade
Crossing, and Ottawa’s $2.1 billion LRT
projects lead the way in transportation.
Major social infrastructure projects
include the $2 billion Oakville and $1.75
billion Humber River Hospitals, and
more than $800 million for 20 projects
at colleges and universities.

Strong demand for labour for mining
and related projects in Northern
Ontario is expected to exceed the local
workforce in 2014, and there is growing
evidence that a shortage of skilled
trades is emerging. The Greater Toronto
Area (GTA] will heat up in 2015 for
transportation and electricity, including
generation and transmission projects,
as work ramps up for the refurbishment
and construction of nuclear

power facilities.

Overall, the long-term outlook is
strong. Major banks’ economic growth
forecasts range from 1.5% in 2013, to
2.4% to 2.8% in 2014. They target growth
of 3% a year from 2015 to 2017.

Canada’s newest export:
P3 expertise
to the U.S.

As support for Public-Private Partnerships
(P3] projects gains momentum in the U.S.,
experienced Canadian P3 participants are
getting into the game south of the border.

Of the several high-profile P3 projects in the U.S. that
closed in the past year, three featured winning bidders
with a long and successful history of completing P3
projects in Canada. The three projects - US 36 Phase I,
Ohio River Bridges East End Crossing, and the Goethals
Bridge Replacement - promise to be a harbinger of
larger workloads for engineers, constructions firms and
consultants from Canada with P3 expertise.

The U.S. urgently needs to rebuild its crumbling roads,
bridges, parking facilities, and public buildings. The
World Economic Forum ranks the United States 24th in
the world for infrastructure quality, while the American
Society of Civil Engineers gave the U.S. a "D” for
infrastructure. A recent McKinsey Global Institute report
estimates that $150 to $180 billion per year is needed

to compensate for past underinvestment and provide a
foundation for future growth.

There is also increasing willingness among governments
at every level in the US to use the P3 model. Currently, 33
states and Puerto Rico have enacted statutes that enable
the use of various P3 approaches for the development of

transportation infrastructure.

The Rebuild America Partnership, President Obama’s

plan to encourage private investment in America’s
infrastructure, gives state and local governments new tools
to invest in infrastructure financed with qualified private
activity bonds while expanding existing transportation
investment programs.

Canadians have completed more than 200 diverse,
domestic P3 projects over the last decade, and
participating firms are particularly well positioned to help
out in the U.S.

BTY Group is one of these firms. Building on our roster of
more than 70 P3s in Canada, and 9 in the U.S. (including the
three projects noted above), we have recently opened a new
office in Los Angeles. Although the P3 markets in the U.S.
will have their own unique requirements, challenges, and
opportunities, Canadians have much to share and a role to
play in making these projects a success south of the border.

REGIONAL SNAPSHOTS

Construction workload
by sector in $ billions
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‘ Expect more resource,
energy, infrastructure and
non-residential projects
in Ontario. Strong demand
for labour will shift from
the northern part of the
province to the GTA in 2015.”

DARREN CASH
SENIOR COST CONSULTANT
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Escalation
Summary

1-2
2-3
2-3,

Mega-projects
promise stable
long-term
growth

British

Columbia

A

T here will be an estimated $35

billion invested in Liquefied

Natural Gas (LNG) development
in BC over the next several years - not
including Petronas’ $35 billion project
announced late in 2013. Shell Canada’s
$12 billion joint venture export facility
and Apache/Chevron Corp.’s $4.5 billion
liquefaction plant and marine terminal
already have export licences, and the
associated $1.3 billion Pacific Trail
pipeline has been approved. Planning
is well advanced for three of four
hydropower projects (Site C, Ruskin,
John Hart, Forest Kerr), and two
transmission lines. Collectively they are
valued at $10.3 billion.

Proposed pipeline projects valued at
more than $10 billion for transporting
bitumen from the Alberta oilsands to
the BC coast are further away on the
time horizon as they seek regulatory
approvals and attempt to resolve First
Nations’ issues.

A balanced residential sector, ongoing
large-scale commercial projects and
transportation infrastructure will also
help lift construction levels starting in
2014 - and could contribute to longer-
term labour shortages in the skilled
trades. Rising in-migration -- from
33,000in 2013 to 41,000 in 2014, - will
help sustain housing starts at 27,900 in
2014, up slightly from 26,800 in 2013.

Commercial and retail projects include
new developments valued at $1.6
billion in downtown Vancouver. The
Surrey City Centre expansion will see
10 more towers added there in the next
decade, along with a five-star hotel and
performing arts centre. Overall, there
are 20 commercial developments in

8 BTY Group | Market Intelligence Report - Q4 2013

the planning or rezoning stages in the
region, and three major mall renewals
planned or under way. Infrastructure
will also see high levels activity with
Canada’s largest water filtration plant,
major airport and port expansions, a
new transit line and ongoing

highway projects.

Forestry is riding high on improved
demand for wood products from

the US, record exports to China and
continued reconstruction efforts in
Japan following the 2011 earthquake
and tsunami. Another significant
driver of demand for skilled trades
will be a $3.3 billion contact awarded
to Seaspan Shipyards in 2013 for 10
vessels. This business follows an $8
billion shipbuilding contract announced
in 2012.

A Wages & Benefits Survey
commissioned by the Independent
Contractors and Businesses Association
of British Columbia (ICBA] reports

that 41% of open shop construction
companies are expecting increased
businessin 2014. On average, they are
budgeting a 3% overall wage increase
for trades in 2014 and a 4% increase in
2015. See the full report at ICBA.ca.

The inflationary effect of the April

1, 2013 transition from HST to GST/

PST has now been absorbed into
contractors’ pricing structures and
construction escalation rates in BC have
returned to the national average,

Forecasts for the growth of B.C.’s
economy overall range from 2.5% to
2.7% in 2014, up from 1.4% to 1.5%
in 2013.

Tall Wood’s Time
to Rise in North
America

Tall wood buildings -
usually described as mid-rise

construction higher than six storeys - have been
making headlines in Europe for their innovative
use of one of mankind’s oldest building materials.
Projects using wood as a structural element

have delivered significant economic as well as
environmental benefits.

Often called Mass Timber Frame buildings in North
America, this approach uses very large, very dense
solid panels of wood, which is engineered for
strength through laminations of different layers.
The most popular types are Cross Laminated
Timber (CLT), Laminated Strand Lumber (LSL),
and Laminated Veneer Lumber (LVL).

The newly published draft Technical Guide for the
Design and Construction of Tall Wood Buildings
will enable developers - and buyers - to move
ahead with confidence on projects now in the
planning stage. The Technical Guide creates a
framework for authorities and design teams

and provides recommendations for design
considerations and construction costs, which
BTY Group helped to identify.

One of Mass Timber’s big advantages is that

it streamlines the building process with pre-
planning and integrated design. There are also
cost-savings from scheduling improvements,
reduced requirements for foundations due to the
lighter structure, and the opportunity to use local
materials - all of which help to offset the initial
learning curve and cost premiums. Tall wood
buildings also generate significantly less waste
during construction than comparable conventional
steel and concrete structures.

These inherent advantages can be expected to
attract more builders and buyers to create a new
market segment - and in time, drive increased
manufacturing of engineered wood panels that will
help lower costs to make tall wood buildings even
more attractive.

REGIONAL SNAPSHOTS

Construction workload
by sector in $ billions

Competition for skilled trades is

heating up with energy projects
expected to take the lead in BC.
Vibrant commercial construction,
sustained infrastructure
investments, and $11 billion in
long-term shipbuilding contracts
are also stoking demand.”

ANGELA LAI
SENIOR COST CONSULTANT
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REGIONAL SNAPSHOTS

Escalation

Summary

2014

2015

2016

Alberta

ven with investment below the
record pace of recent years,

oilsands expansion remains
Alberta’s economic engine, with GDP
growth forecasted at 2.0% in 2013
and 3.1% in 2014. Already robust
construction levels will also get a boost
from reconstruction following the June
2013 floods, a still rising tide of new
residents, and a boom in commercial
construction.

The flood forced 100,000 from their
homes and caused an estimated $6
billion in damages. The influx of new
residents took Alberta’s population

over the 4 million mark. Net migration
is expected to reach 95,600 in 2013

and 68,100 in 2014. Housing starts are
forecast to rise from 34,200 for 2013 to
34,900 for 2014, but could be higher with
rebuilding from the flood.

The provincial government pledged

an additional $1 billion for flood
reconstruction, topping up planned
capital spending of $5.7 billion for 2014,
including $2.1 billion for healthcare
facilities, $785 million for new schools
and post-secondary education, and

BTY Group | Market Intelligence Report - Q4 2013

$442 million to twin the sections of
Highway 63 that serve the oilsands.

The steady increase in residential
building, which is projected to peak

in 2018, will see employment growth
of 35% in the sector. Non-residential
construction employment is expected
to increase by 20% by 2018, creating a
growing strain on the supply of
skilled trades.

Leading Calgary’s commercial and
residential boom is the first of two
towers in the $1.3 billion Brookfield
Place project. Over the next four years,
the downtown and environs will add

a dozen major commercial buildings
and 15 residential towers. Edmonton’s
downtown is also booming with a $480
million arena, the $850 million Galleria
Project and the $340 million Royal
Alberta Museum. And Fort McMurray,
the epicentre of oilsands development,
is in the midst of a $258 million airport
expansion, a surging residential market,
and a plan for a new civic centre, a
downtown arena, a public square and
more high-rise towers.

Skilled Trades
Shortages a
Moving Target

The good news is that Canada has a

robust inventory of energy, oil and gas,

mining and infrastructure projects that

will help keep the national construction workforce fully
occupied for the next decade.

The bad news is that builders are already reporting
feeling the pinch of a skilled trades shortage that they
expect to become more acute, especially for big projects
in Newfoundland and Labrador, Northern Ontario,
Saskatchewan, Alberta and British Columbia. When,
where, and how large the expected shortfalls will be,
depend largely on labour mobility to meet regional and
sectoral demand.

The Construction Sector Council's scenario for 2013 to
2021 has the national labour force demand growing by
42,000 - with 210,000 older, more experienced workers
leaving the workforce to retire. But there are only an
estimated 152,000 new entrants, creating a gap of
100,000 workers.

Where will the new workers come from? And will they
have the skills to maintain productivity? Some will come
from outside the construction industry. And some from
overseas. Firms are already recruiting skilled labour from
Ireland, which had a very high percentage of its skilled
workforce in construction prior to the slowdown following
the financial crisis.

The mobility of the skilled trades as demand shifts among
types of projects and geographic areas is key to balancing
labour supply and demand. The Council forecasts three
cycles across regions straining the supply of skills and
potentially driving up labour costs.

The first is ongoing resource (often mining) projects in
Newfoundland and Labrador, Northern Ontario, and
Saskatchewan that will peak in 2014 and 2015. The
second cycle is major projects in Alberta. Current and
proposed infrastructure projects wind down in 2014 and
2015, while oil sands work holds steady at current high
levels. A further round of oil sands expansion is expected
in 2016 and, by 2021, will push labour requirements about
20% higher. The third cycle ramps up in Ontario - mostly
focused on transportation and electricity in the Greater
Toronto Area (GTA) from 2014 to 2018.

Construction workload
by sector in $ billions

Sources: Statistics Canada, Capital expenditures for construction by
sector, 2013 intentions; Natural Resources Canada, Capital Investment;

Information Bulletin, July 2013; Alberta 2013 Capital Plan

"
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Escalation
Summary

3-5¢
3'5%
3-5

Resource

expansion
and strong
in-migration
drive robust
workloads

Saskatchewan

askatchewan has been Canada’s
S growth leader for almost a decade.
In 2013, it is set to eclipse BC to
become the country’s fourth largest

exporting province. Things are even
more promising for next year.

Non-residential construction and
resource-led expansion will continue
to drive commercial and residential
growth through 2015. The mining sector
is by far the leader, with 15 projects
valued at $32.6 billion, followed by

oil and gas/pipelines with 20 projects
valued at $5.1 billion. BHP Billiton
alone is investing an additional $2.6
billion in the Jansen mine, which would
make it the world’s largest potash
mine. Balancing lower growth potash
production of 6.5% in 2013 and 4.5%
2014, the province has seen a 16%
increase in wheat, barley, and

canola crops.

Construction starts in 2014 on three
major projects, Children’s Hospital of
Saskatchewan, the Regina Football
Stadium and the Regina Highway By-
pass project. Construction is already
underway on the $1 billion Boundary

telligence Report - Q4 2013

Dam clean coal power station project in
Estevan. A new $240 million wastewater
treatment plant in Regina is in the
planning stage.

Construction employment by 2015 is
forecast to be more than 60% above
historical levels. Meeting labour
requirements will remain a strain as it
has for several years and contribute to
higher cost escalation.

Net migration to Saskatchewan is
projected to reach 14,500 people in 2013
and 12,500 in 2014. The influx will help
keep a high level of housing starts, with
a forecast of 8,600 for 2013 and 8,000
for 2014. There are 14.1 housing starts
for every 1,000 people in Regina and
13.7 for every 1,000 in Saskatoon, well
above the national average of 6.2.

Bank forecasts call for economic
growth ranging from 2.1% to 2.7% in
2013, and from 2.7% to 2.8% in 2014.

Foreign Firms
Reshaping
Competitive
Landscape

The effects of the arrival of large
multinational construction firms in the
Canadian market after the fallout from the
financial crisis have entered another phase.

At first they came primarily to compete for
large, complex P3 horizontal and vertical
infrastructure projects for which their
extensive experience gave them a competitive
advantage. But as the wave of post-crisis
infrastructure projects has abated, they have
begun acquiring domestic construction firms
(and with them local knowledge), building
relationships with contractors and trades,
and bidding on, and winning, conventionally
procured projects.

The continuing relative strength of the
Canadian market makes it attractive to
multinationals - and their impact less
noticeable. Over the past few years Toronto
has seen more condos being built than any
other city in the world, oilsands development
continues to grow despite foreign ownership
reviews, and there is robust growth in

large energy and mining projects, and
increased spending on new - and renewed -
transportation infrastructure.

Expanding markets like Canada’s have been
good for foreign firms. Since 2010, the largest
international contractors have experienced
an 18.1% increase in revenue from projects
outside their home countries.

The forecast is for Canada to become the
world’s fifth largest construction market by
2020. The immediate impact of the foreign
firms will be to increase competition and help
contain escalation. The longer-term impact
- if and when Canadian construction levels
decrease - will be to crowd out domestic
construction companies that lack the funding,
resources and expertise of multinationals, or
see them become targets for acquisition.

REGIONAL SNAPSHOTS

Construction workload
by sector in $ billions

Resource-driven expansion
keeps Saskatchewan at the top of
the national growth chart. Strong
in-migration and infrastructure
spending mean meeting labour
requirements will remain

a strain.”

MICHAEL GABERT
COST CONSULTANT
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Escalation
Summary

tilities, mining, oil and gas, and
manufacturing will lead Manitoba’s
growth in 2014, with anticipated

promising to increase the
province’s exports.

1 The $5.0 billion Keeyask Generating
OnStrUCtlon Station, the $3.5 billion Bipole
Transmission Line, and the $1.6 billion
Ieve I S Sta b I e Wuskwatim hydroelectric dam lead

the way in energy projects, with the
$700 million Lalor, zinc/copper/gold
mine heading up the major mining
investments. Oil companies set a
new record for oil production in 2012,
and invested a record $1.45 billion

in combined capital and operational
expenditures.

The $1.2 billion East Side Road

project, one of the province’s largest
infrastructure projects ever, will build
roads into more remote regions as part
of a permanent all-season network
covering more than 1,000 kms.

Net migration is forecast to reach

8,600 people in 2013 and edge lower to
8,500 people in 2014, with international

14 BTY Group | Market Intelligence Report - Q4 2013

stronger economic expansion in the U.S.

Manitoba

migration expected to be a driver of
population growth and new household
formation. Housing starts are forecast
to remain steady at 7,400 in 2013 and
7,100 in 2014

Both residential and non-residential
construction employment is rising

and employers are reporting some
recruiting challenges. Most of the tight
labour markets are related to industrial
and commercial projects and improving
housing starts. These pressures are
expected to start easing by 2014, leaving
Manitoba’s construction workforce at a
record high level.

Major bank forecasts project Manitoba's
economic growth to range between 1.9%
and 2.5 % in 2013 and 2.0% and 2.6%

in 2014.
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Construction workload
by sector in $ billions

Sources: Statistics Canada, Capital expenditures for construction by
sector, 2013 intentions; Natural Resources Canada, Capital Investment;
Information Bulletin, July 2013; Manitoba Budget 2013

Major energy and mining projects
are leading the way in Manitoba —

and a tightening labour market is
also the story here.”

CONNOR FALLS
SENIOR COST CONSULTANT
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Escalation
Summary

2-by,
2'4%
2-bv,

Infrastructure,
energy

and mining
investment
sSpur upswing

Quebec
A

lowed by labour disruption in
2013, Quebec construction will

regain momentum in 2014 in
the residential sector, with overall
workloads anchored by large, new
and ongoing energy, mining and
infrastructure projects.

After a sharp drop in housing starts

in 2012, housing will stabilize and

see a modest recovery to 37,000 for
2013 and 36,700 for 2014. Continuing
strong net migration, expected to reach
44,300in 2013 and 45,300 in 2014 will
help sustain demand for new housing.
Montreal is experiencing a resurgence
of commercial construction, with four
projects totaling nearly 1 million sf
under construction and more in the pre-
leasing stage.

Strong growth in exports is another
bright spot that is expected to continue
into 2014 as the U.S. economy continues
to pick up speed. Quebec’s GDP should
show a strong upswing from an
estimated 1.3% in 2013 to 1.9% in 2014.

Employment is expected to continue
on a moderate growth trend to reach

16 BTY Group | Market Intelligence Report - Q4 2013

a stable high point in 2014 and then
sustain this level to 2021. With losses
due to retirement and an anticipated
lower number of entrants to the
workforce from 2013 to 2021, the local
construction industry will need to draw
in an additional 6,500 workers from
other markets.

Some of the longer-term demand will
be coming from major new hydro and
transportation projects such as the:

e $3.7 billion Aupaluk iron ore mine
near Aupaluk, Ungawa Bay;

e $3.5billion Kemag iron ore mine;

e $3.6 billion Petit-Mécatina River
hydroelectric project;

¢ $3.0 billion Champlain Bridge
replacement and road complex;

e $1.5 billion Metro line extension to
Laval, Quebec; and

e $1.4 billion light rail train
to Brossard.

Anti-Corruption
Measures Yield
More Realistic
Construction Costs

In the wake of the Charbonneau

Commission’s ongoing inquiry into

corruption and collusion in Quebec’s

construction industry, the provincial government has put in
place new regulations and enacted new legislation to

curb abuse.

One new set of rules has resulted in $240 million taken off
of road contracts for the first 10 months of 2013, according
to Quebec’s Minister of Transportation, Sylvain Gaudreault.
Tougher regulations for contracts for building and
maintaining roads and bridges in the province have seen
costs drop 16 per cent below estimated costs projected

for 2013.

The provincial government is also preparing a bill that
would create the Quebec Transportation Agency, which
will develop internal expertise for strengthened monitoring
of contracts for road construction and maintenance in

the province. The government has already hired over 100
engineers this year in order to help build the Ministry’s
internal expertise.

Over the past two years, Quebec has passed major
legislation to prevent, combat and punish fraudulent
practices in the construction industry. Bill 35 was passed
in December 2011, six months before the launch of the
Charbonneau Commission. In addition to significant
changes in construction industry practice, it increases the
fines assessed under certain legislation and introduces
significant amendments to the Building Act. One
amendment was Bill 1, the Integrity in Public Contracts
Act, which requires that companies seeking to bid on
government contracts must pass a fairly stringent legal
and ethical test.

The Quebec government has also promised to enact
legislation aimed at recovering at least part of the money
obtained by construction and engineering firms through
collusion and fraud.

The Charbonneau Commission, mandated to examine a 15-
year period, was to have finished up by October 2013. The
inquiry has been granted an 18-month extension and will be
required to submit a progress report by January 31, 2014.

REGIONAL SNAPSHOTS

Construction workload
by sector in $ billions

‘ Look for big new

infrastructure projects

to lead the way - with
strong support from
massive energy and mining
investment - as Quebec
rebuilds momentum.”

PHILIP NIXON
SENIOR ASSOCIATE
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Escalation

Summary

2014
2015
2016

Record
investment
boosts
construction

Atlantic

Region

tlantic Canada saw a record $115
billion in investment in some 388

projects in 2013. The investments,
which represented a 12% increase over
2012, will help fuel strong construction
activity across much of the region.
Spending on major projects in Atlantic
Canada in 2013 grew by 5% to a record
$14.3 billion. More of the same can be
expected for 2014.

Newfoundland and Labrador dominated
that growth in spending, which was

up by 10% to $9.4 billion, due mainly

to higher spending on the Hebron
offshore oilfield and the Muskrat Falls
hydroelectricity project. All told,
investment in the province’s major
projects was up 12% over the previous
year, with 113 projects totaling $54
billion. Mining, oil and gas dominated,
with Newfoundland and Labrador
leading the way with investments in
those sectors alone worth $26 billion.
GDP is expected to rise by 4.0% in 2013
and moderate to 1.8% in 2014.

Nova Scotia has 156 projects worth

$40 billion, a 23% increase over 2012,
mostly due to a proposed $5 billion
liquefied natural gas export facility

at Goldboro. The $25 billion, 30-year
naval vessel-building contract for Irving

18 BTY Group | Market Intelligence Report - Q4 2013

Shipyards awarded in 2011 will continue
to fuel growth across multiple sectors
as it boosts the regional economy. The
commercial building boom that started
in 2012 is still strong and generating
high demand for labour. GDP growth is
estimated at 1.0% in 2013 and 1.2%

in 2014

New Brunswick’s bright spot is the
proposed $12 billion Energy East
project, a 4,500-km pipeline that

would ship up to 1.1 million barrels of
oil per day from Alberta to a refinery
and export terminal New Brunswick.
Otherwise, low growth due to reduced
capital investment is forecast at 0.2% in
2013 and just under 1% in 2014

Construction investment in Prince
Edward Island is expected to start
turning around in 2014, reaching a new
peak by 2018 as projects in utilities, as
well as highways, roads and bridges
come on stream. During this period,
demographic trends also facilitate
investment in both non-residential and
residential building. Growth estimates
are 1.3% in 2013 and 1.4% in 2014.

Public and Private
Investment
Primes Northern
Development

Canada’s northern
territories are seeing
significant public and private
investment that is priming
expanded development of its mineral
resources. There are more than 20 mining
projects across the three territories in
various stages of development as well

as numerous infrastructure projects that
will support economic growth north of 60.
Federal and territorial funded

projects include:

e Nanisivik Naval Facility, a $116 million
deep-water refuelling port for Arctic
offshore patrol and Coast Guard ships.

e $200 million all-season road from Inuvik
to Tuktoyaktuk, and $185 million in
improvements to the Mackenzie Valley
Winter Road.

e The $35 million Canadian Forces Arctic
Training Centre, Resolute Bay.

e A $100 million investment in
geomapping to be completed by 2020 in
support of an estimated $500 million in
exploration of mineral resources.

e $142 million High Arctic Research
Station, a hub for science and technology
in Canada’s North.

Private investment in mining projects for
cobalt, diamonds, rare earth minerals, zinc,
lead, iron, copper, gold and silver are also
creating new construction opportunities.
Nunavut has 11 mines in various stages of
development, the Yukon has eight, and the
Northwest Territories has five.

REGIONAL SNAPSHOTS

Construction workload
by sector in $ billions

Sources: Statistics Canada, Capital expenditures for construction by sector,
2013 intentions; Build Force Canada, Atlantic Provinces Economic Council
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Cost Data Parameters Comparison

BTY Group has been publishing the annual Market Intelligence Report and a comparison of Cost Data
Parameters since 2003. The Cost Data includes unit rates for select project categories, based on in-house
data surveyed on a provincial level, and tendered data where available. The comparison provides actual data
for 2013 and forecast data for 2014, using escalation levels generated by BTY Group.

BRITISH COLUMBIA

ALBERTA

Health Care
Residential Care 2260 - 2490 210 - 231 | 2290 - 2530 213 - 235 2550 - 2950 237 - 274 2680 - 3100 249 - 288
4410 - 4640 410 - 431 | 4480 - 4710 416 - 438 4590 - 5000 426 - 465 4820 - 5250 448 - 488
5480 - 5980 509 - 556 | 5560 - 6070 517 - 564 5920 - 6900 550 - 641 6220 - 7250 578 - 674
Laboratories
Research Labroratories 5670 - 6230 527 - 579 5760 - 6320 535 - 587 5950 - 6940 553 - 645 6250 - 7290 581 - 677
Teaching Laboratories 4420 - 4870 411 - 452 4490 - 4940 417 - 459 4780 - 5760 444 - 535 5020 - 6050 466 - 562
Animal Research 7010 - 7730 651 -718 7120 - 7850 661 - 729 7240 - 7960 673 - 740 7600 - 8360 706 - 777
High-rise Residential
Rental Units 2040 - 2610 190 - 242 | 2060 - 2640 191 - 245 2370 - 2710 220 - 252 | 2460 - 2820 229 - 262
Market Units Mid End Specifications 2330 -2980 216 -277 | 2350-3010 219 - 280 2350 - 2750 218 - 255 | 2440 - 2860 227 - 266
Market Units High End Specifications 2780 - 3570 258 - 332 | 2810 - 3610 261 - 335 2810 - 3610 261 -335 | 2920 - 3750 271 - 348
Low-rise Residential
Rental Units 1260 - 1490 117 - 138 1270 - 1500 118 - 140 1240 - 1510 115 - 140 1290 - 1570 120 - 146
Market Units Mid End Specifications 1450 - 1730 135 - 161 1460 - 1750 136 - 162 1510 - 1720 140 - 160 1570 - 1790 146 - 166
Market Units High End Specifications 1840 - 2180 171 - 203 1860 - 2200 173 - 205 1720 - 1960 160 - 182 1790 - 2040 166 - 190
Townhouses (Wood Frame)
Rental Units 1070 - 1290 99 - 120 1080 - 1300 100 - 121 1120 - 1350 104 - 125 1160 - 1400 108 - 130
Market Units Mid End Specifications 1160 - 1390 108 - 129 1170 - 1400 109 - 130 1220 - 1460 113 - 136 1270 - 1520 118 - 141
Market Units High End Specifications 1260 - 1490 117 - 138 1270 - 1500 118 - 140 1320 - 1560 123 - 145 1370 - 1620 127 - 151
Shopping Centres
1680 - 2280 156 - 212 1710 - 2310 158 - 215 1960 - 2280 182 - 212 | 2060 - 2390 191 - 222
Enclosed Mall 2430 - 3170 226 - 295 | 2470 - 3220 229 - 299 2790 - 3650 259 - 339 | 2930 -3830 272 - 356
Anchor/Department Store 1960 - 2420 182 - 225 1990 - 2460 185 - 228 2220 - 2750 206 - 255 | 2330 - 2890 216 - 268
Supermarket 1490 - 1850 138 - 172 1510 - 1880 141 - 174 1680 - 2110 156 - 196 1760 - 2220 164 - 206
Discount Store 1230 - 1690 114 - 157 1250 - 1720 116 - 159 1410 - 1930 131 -179 1480 - 2030 137 - 189
Office
Under 5 Storeys 1480 - 1750 137 - 163 1500 - 1780 140 - 165 1780 - 2100 165 - 195 1870 - 2210 174 - 205
5 - 10 Storeys 1820 - 2300 169 - 214 1850 - 2330 172 - 217 2000 - 2590 186 - 241 2100 - 2720 195 - 253
10 - 20 Storeys 1970 - 2480 183 - 230 2000 - 2520 186 - 234 2170 - 2810 202 - 261 2280 - 2950 212 - 274
20 - 30 Storeys 2260 - 2860 210 - 266 2290 - 2900 213 - 270 2500 - 3230 232 - 300 2630 - 3390 244 - 315
Educational
Elementary Schools 1860 - 2230 173 - 207 1890 - 2260 175 - 210 2140 - 2560 199 - 238 | 2250 - 2690 209 - 250
Secondary Schools 1980 - 2470 184 - 229 2010 - 2510 187 - 233 2280 - 2840 212 - 264 2390 - 2980 222 - 277
Higher Education 2290 - 2780 213 - 258 2320 - 2820 216 - 262 2630 - 3200 244 - 297 2760 - 3360 256 - 312
Light Industrial
Warehouse 580 - 1080 54 -100 | 590-1090  54-101 | [ 650-1200 60 -111 | 680-1250  63-116 |
Hotels
T [ 2150 -3230 200 - 300 | 2170 - 3260 202-303 | | 1940 - 2480 180 - 230 | 2020 - 2580 188 - 240 |
Roads - Paving $/km Lane $/km Lane $/km Lane $/km Lane

Paved Highway - Linear Roadworks 1,760,000 - 1,915,000 1,795,000 - 1,953,000 1,645,000 - 2,020,000

l

3670 - 4490 [ 4500 - 6000 4770 - 6360 |

1,744,000 - 2,141,000

Road Overpass Bridge Structure $/m? $/m2
Highway Overpass Structures 3600 - 4400 [
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SASKATCHEWAN ONTARIO QUEBEC
2013 2014 2013 2014 2013 2014

Ve Vagh Ve Saqh $sq. Sagh
2420 - 2800 225 - 260 | 2520 - 2910 234 - 270 2380 - 2700 221 -251 | 2450 - 2780 228 - 258 2440 - 2770 227 - 257 | 2510 - 2850 233 - 265
4300 - 5100 399 -474 | 4470 - 5300 415 - 492 4370 - 4920 406 - 457 | 4500 - 5070 418 - 471 4480 - 5040 416 - 468 | 4610 - 5190 428 - 482
5100 - 5750 474 - 534 | 5300 - 5980 492 - 556 5680 - 6110 528 - 568 | 5850 - 6290 543 - 584 5820 - 6260 541 -582 | 5990 - 6450 556 - 599
5920 - 6840 550 - 635 | 6160 - 7110 572 - 661 5910 - 6670 549 - 620 | 6090 - 6870 566 - 638 6060 - 6840 563 - 635 | 6240 - 7050 580 - 655
4840 - 5350 450 - 497 | 5030 - 5560 467 - 517 4990 - 5730 464 -532 | 5140 - 5900 478 - 548 5110 - 5870 475 - 545 | 5260 - 6050 489 - 562
7700 - 8070 715 -750 | 8010 - 8390 744 - 779 5890 - 7700 547 -715 | 6070 - 7930 564 - 737 6040 - 7890 561 -733 | 6220 - 8130 578 - 755
2480 - 2900 230 - 269 | 2550 - 2990 237 - 278 2260 -2910 210 -270 | 2310 -2970 215 - 276 2320 - 2980 216 -277 | 2370 -3040 220 - 282
2310 - 2580 215 -240 | 2380 - 2660 221 - 247 2590 - 3350 241 -311 | 2640 - 3420 245 - 318 2650 - 3430 246 -319 | 2700 - 3500 251 - 325
2840 - 3640 264 - 338 | 2930 - 3750 272 - 348 3110 - 4030 289 - 374 | 3170 - 4110 295 - 382 3190 - 4130 296 -384 | 3250 - 4210 302 - 391
1240 - 1620 115 -151 [ 1280 - 1670 119 - 155 1170 -1390 109 -129 [ 1190 - 1420 111 -132 1200 - 1420 111-132 [ 1220 - 1450 113 - 135
1450 - 1620 135-151 | 1490 - 1670 138 - 155 1390 - 1610 129 -150 | 1420 - 1640 132 - 152 1420 - 1650 132 -153 | 1450 - 1680 135 - 156
1510 - 1780 140 - 165 | 1560 - 1830 145 - 170 1720 - 2050 160 - 190 | 1750 - 2090 163 - 194 1760 - 2100 164 - 195 | 1800 - 2140 167 - 199
1240 - 1500 115-139 [ 1280 - 1550 119 - 144 1170-1390 109 - 129 [ 1190 -1420 111 -132 1200 - 1420 111-132 [ 1220-1450 113 -135
1350 - 1560 125-145 | 1390 - 1610 129 - 150 1290 - 1500 120 -139 | 1320-1530 123 - 142 1320 - 1540 123-143 | 1350-1570 125 -146
1510 - 1830 140 -170 | 1560 - 1880 145 - 175 1500 - 1830 139 -170 | 1530 - 1870 142 - 174 1540 - 1880 143 -175 | 1570 -1920 146 - 178
1620 - 1890 151 -176 [ 1680 - 1970 156 - 183 1290 - 1610 120 - 150 [ 1330 - 1660 124 - 154 1320 - 1650 123 -153 [ 1360 - 1700 126 - 158
2800 - 3660 260 - 340 | 2910 -3810 270 - 354 1610 - 1930 150 - 179 | 1660 - 1990 154 - 185 1650 - 1980 153 - 184 | 1700 - 2040 158 - 190
2210 - 2800 205 -260 | 2300 - 2910 214 - 270 1960 - 2310 182 -215 | 2020 - 2380 188 - 221 2010 - 2370 187 - 220 | 2070 - 2440 192 - 227
1720 - 2120 160 - 197 | 1790 - 2200 166 - 204 1450 - 1850 135 -172 | 1490 - 1910 138 - 177 1490 - 1900 138 - 177 | 1530 - 1960 142 - 182
1400 - 1940 130 - 180 | 1460 - 2020 136 - 188 1170 -1390 109 - 129 | 1210 - 1430 112-133 1200 - 1420 111-132 | 1240 - 1460 115 -136
1870 - 2210 174 -205 [ 1940 - 2300 180 - 214 1610 -1930 150 - 179 [ 1660 - 1990 154 - 185 1650 - 1980 153 - 184 [ 1700 - 2040 158 - 190
2100 - 3200 195 -297 | 2180 -3330 203 - 309 1720 - 2150 160 - 200 | 1770 - 2210 164 - 205 1760 - 2200 164 -204 | 1810 -2270 168 - 211
2150 - 2740 200 - 255 | 2240 - 2850 208 - 265 1950 - 2380 181-221 | 2010 - 2450 187 - 228 2000 - 2440 186 - 227 | 2060 - 2510 191 - 233
2480 - 3120 230 - 290 | 2580 - 3240 240 - 301 2190 - 2730 203 - 254 | 2260 - 2810 210 - 261 2240 - 2800 208 - 260 | 2310 - 2880 215 - 268
2250 - 2690 209 - 250 | 2360 - 2820 219 - 262 1620 - 1940 151 -180 | 1670 - 2000 155 - 186 1660 - 1990 154 - 185 | 1710 -2050 159 - 190
2390 - 2980 222 -277 | 2510 -3130 233 - 291 1720 - 2150 160 -200 | 1770 - 2210 164 - 205 1760 - 2200 164 - 204 | 1810 -2270 168 - 211
2760 - 3360 256 -312 | 2900 - 3530 269 - 328 1990 - 2420 185 -225 | 2050 - 2490 190 - 231 2040 - 2480 190 - 230 | 2100 - 2550 195 - 237

| 680-1250  63-116 | 700-1290  65-120 | [ 990-1210  92-112 [1010-1230  94-114 | [1010-1240 94 -115 [ 1030 - 1260 96 - 117 |

[2000 - 2500 186 - 232 [ 2060 - 2580 191 -240 | [ 1720-2260 160 -210 [ 1750 -2310 163 -215 | [1760-2320 164 - 216 [ 1800 - 2370 167 - 220 |

$/km Lane $/km Lane $/km Lane $/km Lane $/km Lane $/km Lane

1,645,000 - 2,020,000

1,727,000 - 2,121,000

1,600,000 - 2,000,000 1,664,000 - 2,080,000 1,640,000 - 2,050,000 1,706,000 - 2,132,000

l

\ 5000 - 6500

5250 - 6830

| 5500 - 7000 | 5720 - 7280 [ 5640 - 7180 | 5870 - 7470 |

Note: The unit rates reflect hard construction costs, including general requirements and fees, and
excluding site works and tenant improvements. Variances in unit rates and escalation will occur due to
the remoteness of some regions and prevailing local market conditions. Construction costs can also be

affected by a multitude of factors that may not be limited to market conditions.

BTY Group strongly recommends that readers seek the advice of a Professional Quantity Surveyor (PQS)
prior to establishing a budget for their specific projects.
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CENTRAL

119 Spadina Ave, Suite 305
Toronto, ON

M5V 2L1

T 416-596-9339

F 416-596-1093

63 Church Street, Suite 200
St. Catharines, ON

L2R 3C4

T: 905-680-2344

F: 905-680-2432

1000 Rue de La Gauchetiere Quest
24th Floor, Suite 2441

Montreal, QC

H3B 4W5

T: 514-448-7552

275 Slater St., Suite 900
Ottawa, ON

K1P 5H9

T: 613-288-2119

PRAIRIES

1100 - 640 8th Avenue SW
Calgary, AB

T2P 1G7

T: 403-269-5155

F: 403-269-1046

100 - 10426 81 Avenue
Edmonton, AB

T6E 1X5

T: 780-439-0056

F: 780-433-2458

410 - 135 21st Street East
Saskatoon, SK

S7K 0B4

T:306-242-9210

PACIFIC

2288 Manitoba Street
Vancouver, BC

V5Y 4B5

T: 604-734-3126

F: 604-734-3136

UNITED STATES
315 W 9th Street, 6th Floor

Los Angeles, CA 90015
T:310-560-0607
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