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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 40-F
(Check One)
[0 Registration statement pursuant to Section 12 of the Securities Exchange Act of 1934
or

M  Annual report pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934

For fiscal year ended: March 31, 2017 Commission File number: 1-31402

CAE INC.

(Exact name of Registrant as specified in its charter)

Canada
(Province or Other Jurisdiction of Incorporation or Organization)

3699
(Primary Standard Industrial Classification Code Number, if applicable)

Not Applicable
(I.R.S. Employer Identification Number, if applicable)
8585 Cote-de-Liesse, Saint-Laurent, Québec, H4T 1G6

514-341-6780
(Address and Telephone Number of Registrant s principal executive office)

CT Corporation System, 111 Eighth Avenue, 13th Floor, New York, NY 10011 (212) 894-8700
(Name, Address and Telephone Number of Agent for Service in the United States)

Securities registered or to be registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange
On Which Registered
Common Shares, New York Stock Exchange

including associated Common Share

purchase rights pursuant to the Registrant’s
Shareholder Rights Plan, which purchase rights
will trade together with the Common Shares

Securities registered or to be registered pursuant to Section 12(g) of the Act: none
Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act: none

For annual reports, indicate by check mark the information filed with this form:
M  Annual Information Form M  Audited Annual Financial Statements
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Indicate the number of outstanding shares of each of the issuer’s classes of capital or common stock as of the close of the period covered

by the annual report: 268,397,224 common shares

Indicate by check mark whether the Registrant by filing the information contained in this Form is also thereby furnishing the information
to the Commission pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934 (the “Exchange Act”). If “Yes” is marked,
indicate the file number assigned to the Registrant in connection with such Rule.

Yes O 82- No ™M
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Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports); and (2) has been subject
to such filing requirements for the past 90 days.

Yes M No O
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 12b-2 of the Exchange Act.
Emerging growth company O

If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by check mark if the
registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standardsf
provided pursuant to Section 13(a) of the Exchange Act. O

1 The term “new or revised financial accounting standard” refers to any update issued by the Financial Accounting Standards Board to
its Accounting Standards Codification after April 5, 2012.
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DISCLOSURE CONTROLS AND PROCEDURES

A. Evaluation of disclosure controls and procedures. Disclosure controls and procedures are designed to ensure
that information required to be disclosed by CAE Inc. (“CAE” or the “Company”) in reports filed with securities
regulatory agencies is recorded, processed, summarized and reported on a timely basis and is accumulated and
communicated to CAE’s management, including our President and Chief Executive Officer and Chief Financial
Officer, as appropriate, to allow timely decisions regarding disclosure.

Under the supervision of the President and Chief Executive Officer and Chief Financial Officer, management
evaluated the effectiveness of CAE’s disclosure controls and procedures, as defined in Rule 13a-15(¢) and
15d-15(e) under the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”), as of March 31,
2017, the end of the period covered by this Annual Report on Form 40-F. The President and Chief Executive
Officer and the Chief Financial Officer concluded from the evaluation that the design and operation of CAE’s
disclosure controls and procedures were effective as at March 31, 2017.

B. Managements report on internal control over financial reporting. CAE’s management is responsible for
establishing and maintaining adequate internal control over financial reporting, as such term is defined in Rules
13a-15(f) and 15d-15(f) under the Exchange Act.

CAE’s internal control over financial reporting includes those policies and procedures that: (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of
CAE’s assets; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that CAE’s receipts
and expenditures are being made only in accordance with authorizations of its management and directors; and
(3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of CAE’s assets that could have a material effect on the financial statements.

Management evaluated the effectiveness of CAE’s internal controls over financial reporting as of March 31, 2017,
based on the framework and criteria set forth in Internal Control — Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO), and has concluded that CAE’s
internal control over financial reporting is effective as of the end of the period covered by this Annual Report on
Form 40-F.

C. Attestation report of the Independent Auditors. PricewaterhouseCoopers LLP, independent auditors who
audited and reported on CAE’s financial statements included in this annual report, has issued an attestation report
on the effectiveness of CAE’s internal control over financial reporting as of the end of the period covered by this
Annual Report on Form 40-F. This attestation report is included in Exhibit 99.2 to this Annual Report on Form
40-F.

D. Changes in internal control over financial reporting. There were no changes to CAE’s internal control over
financial reporting during the year ended March 31, 2017 that have materially affected, or are reasonably likely to
materially affect, CAE’s internal control over financial reporting.
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E. Limitations on the effectiveness of controls. A control system, no matter how well designed and operated, can
provide only reasonable, not absolute, assurance with respect to the reliability of financial reporting and financial
statement preparation. Accordingly, CAE’s management, including our President and Chief Executive Officer and
our Chief Financial Officer, does not expect that CAE’s internal control over financial reporting will prevent or
detect all errors and all fraud.

CAE will continue to periodically review its disclosure controls and procedures and internal control over financial
reporting and may make modifications from time to time as considered necessary or desirable.

AUDIT COMMITTEE FINANCIAL EXPERT

CAE’s board of directors has determined that it has three audit committee financial experts serving on its audit
committee. The board of directors has determined that Ms. Kate Stevenson and Messrs. Paul Gagné and Alan
MacGibbon are audit committee financial experts within the meaning of General Instruction B(8)(b) of Form 40-F
and are independent as that term is defined by the New York Stock Exchange’s corporate governance standards
applicable to CAE.

The Securities and Exchange Commission (the “Commission’) has indicated that the designation of a person as
an audit committee financial expert does not make such person an “expert” for any purpose, does not impose on
such person any duties, obligations or liability that are greater than those imposed on such person as a member of
the audit committee and the board of directors in the absence of such designation and does not affect the duties,
obligations or liability of any other member of the audit committee or board of directors.

CODE OF ETHICS

CAE has a code of ethics entitled “Code of Business Conduct”. On March 21, 2017, the Code of Business Conduct
was amended to make the members of CAE’s Board of Directors subject to it, and the code of ethics called
the Board Member Code of Conduct that previously applied to such members of CAE’s Board of Directors was
terminated. The amended and current Code of Business Conduct is included in Exhibit 99.10 to this Annual
Report on Form 40-F. It applies to all directors, officers and employees of CAE, including CAE’s principal
executive officer, principal financial officer, principal accounting officer, agents, representatives, contractors,
suppliers and consultants. The Code of Business Conduct is available at CAE’s website http://www.cae.com/
investors/governance/. Amendments to the Code of Business Conduct and waivers, if any, for executive officers
will be disclosed on CAE’s website. Unless specifically referred to herein, the information on CAE’s website shall
not be deemed to be incorporated by reference in this annual report.
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PRINCIPAL ACCOUNTANT FEES AND SERVICES

The disclosure provided under section 11 “Approval Of Services” on page 53 of Exhibit 99.1, Annual Information
Form, providing details on the fees billed by PricewaterhouseCoopers LLP, the Company’s principal accountant,
to CAE in each of the years ended March 31, 2017 and March 31, 2016 for professional services rendered to CAE,
is incorporated by reference herein.

AUDIT COMMITTEE PRE-APPROVAL POLICIES AND PROCEDURES

The disclosure provided under section 11 “Approval of Services” on page 53 of Exhibit 99.1, Annual Information
Form, is incorporated by reference herein.

None of the services described above under the captions “Audit-Related Fees” or “Tax Fees” were approved by the
Audit Committee pursuant to the de minimis exemption to the pre-approval requirements provided by paragraph
(©)(7)(1)(C) of Rule 2-01 of Regulation S-X.

OFF-BALANCE SHEET ARRANGEMENTS

The disclosure provided under section 7.2 “Off balance sheet arrangements” on page 33 of Exhibit 99.3,
Management’s Discussion and Analysis, is incorporated by reference herein.

CONTRACTUAL OBLIGATIONS

The disclosure provided under section 6.4 “Contractual Obligations” on page 30 of Exhibit 99.3, Management’s
Discussion and Analysis, is incorporated by reference herein.

IDENTIFICATION OF THE AUDIT COMMITTEE

CAE has a separately-designated standing Audit Committee established in accordance with Section 3(a)(58)(A)
of the Exchange Act. CAE’s Audit Committee is, as of the date hereof, comprised of the following directors:
Katharine B. Stevenson, Margaret Billson, Paul Gagné and Alan MacGibbon.

SIGNIFICANT DIFFERENCES

There are significant ways in CAE’s corporate governance practices differ from those required of domestic
companies under NYSE listing standards. Disclosure concerning these differences is available at CAE’s website
http://www.cae.com/investors/governance/.
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UNDERTAKING AND CONSENT TO
SERVICE OF PROCESS

Undertaking

CAE Inc. (the “Registrant”) undertakes to make available, in person or by telephone, representatives to
respond to inquiries made by the Commission staff, and to furnish promptly, when requested to do so by
the Commission staff, information relating to: the securities in relation to which the obligation to file an
annual report on Form 40-F arises; or transactions in said securities.

Consent to Service of Process
The Registrant has previously filed with the Commission a Form F-X in connection with the Common

Shares, including the associated Common Share purchase rights pursuant to the Registrant’s Shareholder
Rights Plan, which purchase rights trade together with the Common Shares.
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SIGNATURES

Pursuant to the requirements of the Exchange Act, the Registrant certifies that it meets all of the
requirements for filing on Form 40-F and has duly caused this annual report to be signed on its behalf by the
undersigned, thereto duly authorized.

Date: June 27,2017 CAE INC.

By: /s/ Mark Hounsell
Name: Mark Hounsell
Title: General Counsel, Chief Compliance Officer and
Corporate Secretary

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Exhibit No.

99.1

99.2
99.3

99.4
99.5
99.6
99.7

99.8

99.9

99.10

EXHIBIT INDEX

Description

Annual Information Form for the fiscal year ended March 31, 2017, dated
June 14, 2017

Audited annual financial statements for the fiscal year ended March 31,2017

Management’s Discussion and Analysis for the fiscal year ended March 31,
2017

Consent of PricewaterhouseCoopers LLP
Certification of Marc Parent required by Rule 13a-14(a) or Rule 15d-14(a)
Certification of Sonya Branco required by Rule 13a-14(a) or Rule 15d-14(a)

Certification of Marc Parent pursuant to 18 U.S.C. Section 1350, as enacted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Certification of Sonya Branco pursuant to 18 U.S.C. Section 1350, as
enacted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Notice and Management Proxy Circular dated June 14, 2017 (incorporated
by reference to CAE’s Form 6-K (commission file no. 1-31402) furnished to
the Commission on June 27, 2017

Code of Business Conduct
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8585 Chemin Cbte-de-Liesse
Saint-Laurent, Québec

June 14, 2017 Canada H4T 1G6
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INFORMATION INCORPORATED BY REFERENCE

CAE’s Management’s Discussion and Analysis and our Consolidated Financial Statements for the year ended March 31, 2017, and the
notes thereto (“Consolidated Financial Statements”) appear in the Annual Report to Shareholders for the year ended March 31, 2017
(“Annual Financial Report”). The Consolidated Financial Statements were prepared in accordance with Part 1 of the CPA Canada
Handbook, referred to as IFRS. The information contained in the Management'’s Discussion and Analysis and the Consolidated Financial
Statements for the year ended March 31, 2017, and the notes thereto, is specifically incorporated by reference into this Annual Information

Form (“AIF”). Any parts of the Annual Financial Report not specifically incorporated by reference do not form part of this AIF.

Unless otherwise noted, all dollar references in this Annual Information Form are expressed in Canadian dollars.

References to fiscal 2017 refer to the period from April 1, 2016 to March 31, 2017, references to fiscal 2016 refer to the period from April
1, 2015 to March 31, 2016, and references to fiscal 2015 refer to the period from April 1, 2014 to March 31, 2015.

This AIF includes forward-looking statements about our activities, events and developments that we expect to or anticipate may occur in
the future including, for example, statements about our vision, strategies, market trends and outlook, future revenues, capital spending,
expansions and new initiatives, financial obligations and expected sales. Forward-looking statements normally contain words like believe,

expect, anticipate, plan, intend, continue, estimate, may, will, should, strategy, future and similar expressions.

By their nature, forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties associated
with our business which may cause actual results in future periods to differ materially from results indicated in forward-looking statements.
While these statements are based on management’s expectations and assumptions regarding historical trends, current conditions and
expected future developments, as well as other factors that we believe are reasonable and appropriate in the circumstances, readers are

cautioned not to place undue reliance on these forward-looking statements as there is a risk that they may not be accurate.

Important risks that could cause such differences include, but are not limited to, risks relating to the industry such as competition, level and
timing of defence spending, government-funded defence and security programs, constraints within the civil aviation industry, regulatory
rules and compliance, risks relating to CAE such as product evolution, research and development (“R&D”) activities, fixed-price and long-
term supply contracts, strategic partnerships and long-term contracts, procurement and original equipment manufacturer (‘OEM”) leverage,
warranty or other product-related claims, product integration and program management, protection of our intellectual property, third-party
intellectual property, loss of key personnel, labour relations, environmental liabilities, claims arising from casualty losses, integration of
acquired businesses, our ability to penetrate new markets, information technology systems including cybersecurity risk, length of sales
cycle, continued returns to shareholders and our reliance on technology and third-party providers, and risks relating to the market such as
foreign exchange, political instability, availability of capital, pension plan funding, doing business in foreign countries including corruption

risk and income tax laws.
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Additionally, differences could arise because of events announced or completed after the date of this AIF. You will find more information in
the Risk Factors section of this AIF. We caution readers that the risks described above are not necessarily the only ones we face; additional

risks and uncertainties that are presently unknown to us or that we may currently deem immaterial may adversely affect our business.

Except as required by law, we disclaim any intention or obligation to update or revise any forward-looking statements whether as a result of
new information, future events or otherwise. The forward-looking information and statements contained in this AIF are expressly qualified

by this cautionary statement.

1. CORPORATE STRUCTURE OF CAE

11 Name, Address and Incorporation

On March 17, 1947 CAE Inc. (“Company” or “CAE”) was incorporated as Canadian Aviation Electronics Ltd. under the laws of Canada by
letters patent. In 1965, the name of the Company was changed to CAE Industries Ltd. and in 1993 the Company changed its name to CAE

Inc.

CAE was continued in 1977 under the Canada Business Corporations Act (“CBCA”). In 1979, CAE’s articles were amended to change
its authorized share capital to an unlimited number of common shares, and again in 1981 to authorize an unlimited number of preferred

shares, issuable in series, with such rights, privileges, restrictions and conditions as the Directors of CAE may determine.

On June 9, 1995, CAE’s articles were amended to authorize the Directors to appoint additional Directors in accordance with the provisions

of the CBCA. On April 1, 2001, the Company amalgamated with CAE Electronics Ltd., our wholly-owned subsidiary.

CAE’s registered office is located at 8585 Céte-de-Liesse, Saint-Laurent, Québec, Canada H4T 1G6, telephone: (514) 341-6780, fax: (514)

340-5530.

1.2 Inter-corporate Relationships

The direct and indirect subsidiaries and other investments or ownership interests of CAE are set out in Schedule A hereto.

2. OVERVIEW OF CAE AND THE DEVELOPMENT OF ITS BUSINESS

2.1 Overview

CAE is a global leader in training for the civil aviation, defence and security, and healthcare markets. Backed by a 70-year record of
industry firsts, we continue to help define global training standards with our innovative virtual-to-live training solutions to make flying
safer, maintain defence force readiness and enhance patient safety. We have the broadest global presence in the industry, with over
8,500 employees, 160 sites and training locations in over 35 countries. Each year, we train more than 120,000 civil and defence

crewmembers and thousands of healthcare professionals worldwide.
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Our training solutions comprise a combination of products and services, with nearly 60% of our business being derived from the provision

of services.

Founded in 1947 and headquartered in Montreal, Canada, CAE has built an excellent reputation and long-standing customer relationships

based on 70 years of experience, strong technical capabilities, a highly trained workforce and global reach.

CAE’s common shares are listed on the Toronto and New York stock exchanges under the symbol CAE.

2.2 Geographic and Segment Revenues and Locations

CAE'’s consolidated revenue from continuing operations in fiscal 2017 was $2.705 billion and in 2016 was $2.512 billion and is broken

down as follows:

Revenue by Segment (%) Geographic
Distribution of Revenue (%)
2017 2016 2017 2016
Civil Aviation Training 58 57 36 35
us
Solutions
Defence and Security
38 39 3 4
Germany
4 4
Healthcare Netherlands 3 3
12 1
100 100 Other European countries 3
10 1"
United Kingdom
Other Asian countries 12 o
10 9
Canada
2
Australia 3
6 7
China
Other countries 6 6
100 100
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The following sets out, by business segment, the locations of CAE’s primary subsidiaries’ and divisions’ material
sites:

Civil Aviation Training Defence and
Location Healthcare
Solutions Security
Canada
Montreal, Québec v v v
Calgary, Alberta 4
Cold Lake, Alberta v
Halifax, Nova Scotia v
Moose Jaw, Saskatchewan v
Ottawa, Ontario v
Petawawa, Ontario v
Saint John, Newfoundland v
Toronto, Ontario v v
Trenton, Ontario 4
Vancouver, British Columbia v
Europe
Amsterdam, Netherlands v
Barcelona, Spain v
Benson, Wallingford, United Kingdom v
Brussels, Belgium v
Budapest, Hungary v v
Burgess Hill, United Kingdom v 4 v
Copenhagen, Denmark v
Dublin, Ireland v
Gatwick, United Kingdom v
Madrid, Spain 4
Mainz, Germany v
Manchester, United Kingdom v
Oslo, Norway v
Oxford, United Kingdom 4

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Paris, France

Prague, Czech Republic v
Rome, Italy v
Sesto Calende, ltaly v
Shannon, Ireland v
Stavanger, Norway v
Stockholm, Sweden v
Stolberg, Germany 4
Vélizy, France v
Veszprem, Hungary v
Civil Aviation Training
Location Defence and Security Healthcare
Solutions
United States
Altus, Oklahoma v
Anchorage, Alaska v
Charlotte, North Carolina v
Corpus Christi, Texas v
Dallas/Fort Worth, Texas v
Holloman AFB, New Mexico v
Little Rock, Arkansas 4
Mesa, Arizona 4
Miami, Florida v
Minneapolis, Minnesota v
Morristown, New Jersey v v
Oklahoma City, Oklahoma v
Orlando, Florida v v
Phoenix, Arizona v
Redmond, Washington v
Richardson, Texas v
v

San Francisco, California
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San Jose, California

Sarasota, Florida

Tampa, Florida
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Civil Aviation Training

Defence and

Location Healthcare
Solutions Security
Other
Abu Dhabi, United Arab Emirates v v
Amberley, Australia 4
Auckland, New Zealand v
Beijing, China 4
Bengaluru, India v v
Brisbane, Australia v
Brunei, Darussalam v
Doha, Qatar v
Dubai, United Arab Emirates v
Gondia, India v
Hong Kong, China 4
Johannesburg, South Africa v
Kuala Lumpur, Malaysia v
Lima, Peru v
Manila/Clark, Philippines v
Melbourne, Australia v v
New Delhi, India v
Ohakea, New Zealand v
Perth, Australia v
Richmond, Australia v
Sale, Victoria, Australia v
Santiago, Chile v
Sao Paulo, Brazil v
Seoul, Korea v
Shanghai, China 4
Singapore, Republic of Singapore 4 4
v

Sydney, Australia
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Tokyo, Japan 4

Toluca, Mexico v

Zhuhai, China 4

23 CAE'’s Vision

Our vision is to be the recognized global training partner of choice to enhance safety, efficiency and readiness. Through the training we

provide, our mission is to make air travel safer, defence forces mission ready and medical personnel better able to save lives.
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24 Our Strategy and Operations

Our strategy

We address the imperatives of safety, efficiency and readiness for customers in three core markets: civil aviation, defence and security,

and healthcare.

Our capital and other resource allocation decisions are guided by three overarching strategic imperatives: grow by providing the most
comprehensive solutions worldwide to enable us to be the recognized global training partner of choice; protect our leadership position
by ensuring the highest levels of customer satisfaction and operational excellence; and innovate by driving new technology and offerings

which advance training for our customers.

We are a unique, pure-play simulation and training company with a proven record of commitment to our customers’ long-term training

needs.

Six pillars of strength

We believe there are six fundamental strengths that underpin our strategy and position us well for sustainable long-term growth:

High degree of recurring business;
— Strong competitive moat;

— Headroom in large markets;

— Underlying secular tailwinds;

— Potential for superior returns;

— Culture of innovation.

High degree of recurring business

Nearly 60% of our business is derived from the provision of services and largely involves long-term contracts and training demand from
customers operating under regulations that require them to train on a recurrent basis.

Strong competitive moat

We pride ourselves in building strong customer and partner relationships, which in many cases span several decades, and we are a market
leader across all of our market segments. We offer our customers unique comprehensive solutions with market-leading global reach and

scale.

Headroom in large markets

We provide innovative training solutions to customers in large addressable markets in civil aviation, defence and security and healthcare

with substantial headroom to grow our market share over the long term.
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Underlying secular tailwinds

Industry experts expect long-term commercial passenger traffic to grow at a rate of 4.2% annually over the next decade. In defence and
security, we see renewed defence investment as a positive catalyst and an increasing use of simulation-based training. We also see an
increased propensity for customers in both civil aviation and defence and security to outsource their training enterprises. In the emerging

healthcare market, we also see a rising adoption of simulation for education and training of healthcare students and professionals.

Potential for superior returns

Our rising proportion of revenue from training services provides potential for lower amplitude cyclicality as training is largely driven by the
training requirements of the installed fleet. As well, we have potential to grow at a superior rate to that of our underlying markets by growing

market share.

Culture of innovation

We derive significant competitive advantage as an innovative leader in simulation products and training solutions. As well, we have a

demonstrated flexibility by engaging customers under a variety of partnership models.

Our operations

We provide integrated training solutions to three markets globally:

— The civil aviation market includes major commercial airlines, regional airlines, business aircraft operators, civil helicopter operators,
aircraft manufacturers, third-party training centres, flight training organizations, maintenance repair and overhaul organizations
(“MROSs”) and aircraft finance leasing companies;

— The defence and security market includes defence forces, OEMs, government agencies and public safety organizations worldwide;

— The healthcare market includes hospital and university simulation centres, medical and nursing schools, paramedic organizations,

defence forces, medical societies and OEMs.

25 Industry Overview and Trends

The civil, defence and security and healthcare markets that CAE serves are driven by factors particular to each market.

CAE believes the civil market is most affected by the world gross domestic product, which in turn drives air travel, measured in revenue
passenger kilometers (“RPK”). This positive RPK generation needs to be satisfied by aircraft deliveries in addition to the existing fleet,
and then corrected for attrition. Other factors influencing CAE include the nature, size and composition of aircraft fleets, aircraft delivery
schedules, pilot demographics, certification requirements, market demand for commercial and business air travel and helicopter transport;

the latter two in particular are also influenced by corporate profits and activity in the oil and gas sector.

CAE believes the defence and security market is mostly influenced by a combination of defence spending and the nature of military activity.
Demand for CAE’s Defence products and services are also influenced by the degree to which governments globally lean towards the

outsourcing of functions to the private sector. As well, CAE’s Defence and Security (“Defence”) business is affected by the extent to which
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synthetic training and mission rehearsal solutions gain market acceptance as a complement or alternative to live training such as flying an

actual aircraft or firing an actual weapon.
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CAE believes the healthcare market is influenced by developments in treatments for healthcare issues and, in some markets, government
spending. Demand for CAE’s healthcare products and services is also influenced by the degree to which simulation-based training and
procedure rehearsal solutions gain market acceptance as an alternative to the present system of on-the-job learning assisted by seasoned
clinicians. As well, CAE believes the introduction of disruptive medical technology will have a bearing on the rate of adoption for simulation-
based training solutions. New medical devices and advanced procedures, such as intra-cardiac echocardiography, cardiac assist devices
and mechanical ventilation enhancements, require advanced training solutions, such as simulation, for internal product development and

customer training.

2.6 Research and Development (R&D)

CAE’s competitive strategy is based on technology leadership of its products and services. This strategy is underpinned by a strong
innovation culture and a long-standing commitment to performing R&D. Also, CAE’s competitive strategy is based on training leadership.
Following the appointment of its Global Leader-Training Strategy for its Civil Aviation Training Solutions (“Civil”) business in April 2015,
CAE launched its Flight Instructor Initiative (FIIN) which focuses on recruiting, developing and retaining the best instructors to make them
part of our differentiators. This initiative leverages CAE’s ongoing development of instructor support infrastructures and tools as well as
basic research and experimentation with disruptive technologies related to biometrics and virtual reality. CAE has also launched a project
focused on standardizing of its operations and next generation training, which are a testament to CAE’s focus on its redefined vision
of becoming the recognized global training partner of choice of its customers in its fields of operations. CAE will leverage its innovation

capabilities to support the strategic technologies objectives.

CAE uses leading practices in the Global Engineering organization to ensure strategic alignment of the technology roadmap with the
business strategy. Making innovation materialize at all levels within CAE’s products, services and processes throughout the operational
execution continues to be a strategic priority. To this end, a company-wide “Open Innovation Challenge” process has been deployed to all
employees using an internal social media platform to stimulate innovation. Our employees are proud to contribute to the innovation journey
leading to new products and services. Additionally, CAE’s R&D partnerships with universities and research centers also help ensure a

constant flow of the best talent and leverage the latest technologies and expert knowledge to improve CAE’s products and services.

In FY2016, CAE developed its first simulator using the new processes and hardware convergence breakthroughs in less than a year, and
the results from their operations are very positive for both Civil and Defence simulators, in terms of expected lower maintenance efforts,

lower power consumption and overall weight of the simulator, reducing long-term life cycle operating costs.
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Furthermore, CAE is continuing its development and experimentation with data collection and analytics algorithms which enable

operational efficiencies, evidence-based evaluation, as well as the enhancement of its training systems. These innovative solutions are

linked with the introduction in fiscal 2014 of the new full flight simulator (“FFS”) benchmark in the industry, the CAE 7000XR™, and will
enable the development of CAE’s digital ecosystem capabilities. This simulator defines new customer experience standards for pilots, for
instructors, for maintenance technicians, and for training centre operators. It includes new customer interfaces, such as a next generation

instructor “office” which provides real time brief/debrief capabilities. It also features new embedded training capabilities such as upset

recovery training systems as mandated by new regulations. This next generation instructor environment is significant. The 7000XR™
also provides a novel computing infrastructure that leverages cloud-based big data technologies to provide a superior level of operational

efficiency.

During 2016, the Open Geospatial Consortium (“OGC”), an international consortium developing geospatial standards and interoperable
solutions, approved the CDB (formerly known as the Common Database and originally developed by CAE) (“CDB”) as an OGC
standard. The adoption of the CDB as an OGC standard brings together the geospatial intelligence and modelling and simulation
industries to establish greater interoperability in the use of geospatial data. In addition, the application of the CDB standard to future
simulation architectures will significantly reduce development, update, and configuration management timelines for the creation of synthetic

environment databases.

CAE has continued to advance its leadership position in simulation synthetic environments with the release to market of its CAE
Medallion-6000XR image generator. The CAE Medallion-6000XR was developed with full support for the Open Geospatial Consortium
(OGC) CDB standard and builds on the proven features and perform