Item S. Operating and Financial Review and Prospects

CELESTICA INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2018

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) should
be read in conjunction with our 2018 audited consolidated financial statements (2018 AFS), which we prepared in accordance
with International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).
Unless otherwise noted, all dollar amounts are expressed in U.S. dollars. The information in this discussion is provided as of
February 13, 2019 unless we indicate otherwise.

Certain statements contained in this MD&A constitute forward-looking statements within the meaning of Section 274 of
the U.S. Securities Act of 1933, as amended, and Section 21E of the U.S. Securities Exchange Act of 1934, as amended (U.S.
Exchange Act), and contain forward-looking information within the meaning of Canadian securities laws. Such forward-looking
information includes, without limitation, statements related to: our priorities, intended areas of focus, targets, objectives and goals;
trends in the electronics manufacturing services (EMS) industry and our segments, the anticipated continuation and impact of
adverse market conditions, particularly in our Connectivity & Cloud Solutions (CCS) segment,; adverse market conditions in, and
the cyclical nature of, our capital equipment business, in particular our semiconductor business; our anticipated financial and/
or operational results, benefits anticipated from, and the range and timing of, our cost efficiency initiative, the anticipated impact
of our comprehensive CCS segment portfolio review (CCS Review) on our business, the timing, quantity, and intended method of
funding of purchases of subordinate voting shares under our current normal course issuer bid (NCIB), the timing of the valuation
of certain recently-acquired assets and finalization of the related purchase price allocations, our growth and diversification
strategies and plans (and potential hindrances thereto); the expected continuation, and adverse impact on our business, of materials
constraints, supplier lead times, the anticipated impact of completed acquisitions (Atrenne Integrated Solutions, Inc. (Atrenne)
and Impakt Holdings, LLC (Impakt)) and program wins, transfers, losses or disengagements on our business, anticipated expenses,
restructuring actions and charges, capital expenditures and other anticipated working capital requirements, including the
anticipated amounts, timing, impact and funding thereof; the anticipated impact on our operations of any new significant tariffs
on items imported into the U.S. and related countermeasures, the anticipated repatriation of undistributed earnings from foreign
subsidiaries; the impact of tax and litigation outcomes, our anticipated ability to use certain net operating losses; intended
investments in our business and associated risks; the anticipated impact of the pace of technological changes, customer outsourcing,
program transfers, and the global economic environment on our business, raw materials prices, the impact of outstanding
indebtedness under our credit facility on our business; our intention to settle outstanding equity awards with subordinate voting
shares, the anticipated aggregate cost of relocating our Toronto manufacturing operations and corporate headquarters, the timing
of relocating our corporate headquarters,; our expectation that the costs of our Toronto manufacturing and corporate office
relocations will be more than offset by the cash proceeds from the property sale; the anticipated impact of recent U.S. tax reform
on our business, transition activities related to, and the anticipated impact of, newly-issued accounting standards, the impact of
price reductions and longer-term contracts on our business, our intention to sell a lower amount of accounts receivable under a
customer's supplier financing program; the potential use of cash, securities issuances and further increases in third-party
indebtedness to fund our operations or acquisitions, and the anticipated and potential adverse impacts of such uses and/or increase;
the potential adverse impacts of Britain's intention to leave the European Union (Brexit) and/or policies or legislation proposed
or instituted by the current administration in the U.S.,; our pension obligations, our intentions with respect to our U.K. supplemental
pension plan; the potential true-up premium on annuities purchased for our U.K. pension plans; the anticipated impact of the
integration of Impakt on our internal controls, and the expected impact of the expiration of one of our income tax incentives in
Thailand. Such forward-looking statements may, without limitation, be preceded by, followed by, or include words such as
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believes, expects, anticipates, estimates, intends,” “plans, continues,” “project,” “potential,” “possible,
contemplate,” “seek,” or similar expressions, or may employ such future or conditional verbs as “may,” “might,” “will,
“could,” “should” or “would,” or may otherwise be indicated as forward-looking statements by grammatical construction,

phrasing or context. For those statements, we claim the protection of the safe harbor for forward-looking statements contained in
the U.S. Private Securities Litigation Reform Act of 1995 and applicable Canadian securities laws.

Forward-looking statements are provided to assist readers in understanding management’s current expectations and
plans relating to the future. Readers are cautioned that such information may not be appropriate for other purposes. Forward-
looking statements are not guarantees of future performance and are subject to risks that could cause actual results to differ
materially from those expressed or implied in such forward-looking statements, including, among others, risks related to.: our

43



customers' ability to compete and succeed with our products and services, customer and segment concentration; challenges of
replacing revenue from completed or lost programs or customer disengagements; changes in our mix of customers and/or the
types of products or services we provide; the impact on gross profit of higher concentrations of lower margin programs, price,
margin pressures, and other competitive factors affecting, and the highly competitive nature of, the EMS industry in general and
our CCS segment in particular; the cyclical nature of our capital equipment business, in particular our semiconductor business;
delays in the delivery and availability of components, services and materials; the expansion or consolidation of our operations;
defects or deficiencies in our products, services or designs, integrating acquisitions and "operate-in-place” arrangements, and
achieving the anticipated benefits therefrom; negative impacts on our business resulting from recent increases in third-party
indebtedness, our response to changes in demand, rapidly evolving and changing technologies, and changes in our customers'’
business and outsourcing strategies; customer, competitor and/or supplier consolidation,; compliance with social responsibility
initiatives, challenges associated with new customers or programs, or the provision of new services, the impact of our restructuring
actions, the incurrence of future restructuring charges, impairment charges or other write-downs of assets;, managing our
operations, growth initiatives, and our working capital performance during uncertain market and economic conditions, disruptions
to our operations, or those of our customers, component suppliers and/or logistics partners, including as a result of global or
local events outside our/their control and the impact of significant tariffs on items imported into the U.S; changes to our operating
model; changing commodity, materials and component costs as well as labor costs and conditions, retaining or expanding our
business due to execution or quality issues (including our ability to successfully resolve these challenges); non-performance by
counterparties (including the financial institutions party to our purchased annuities and other financial counterparties, key
suppliers and/or customers); maintaining sufficient financial resources and working capital to fund currently anticipated financial
obligations and to pursue desirable business opportunities; negative impacts on our business resulting from any significant uses
of cash, securities issuances, and/or additional increases in third-party indebtedness for additional acquisitions or to otherwise
fund our operations, our financial exposure to foreign currency volatility; recruiting or retaining skilled talent; our dependence
on industries affected by rapid technological change; increasing taxes, tax audits, and challenges of defending our tax positions;
obtaining, renewing or meeting the conditions of tax incentives and credits, the relocation of our corporate headquarters, computer
viruses, malware, hacking attempts or outages that may disrupt our operations, the management of our IT systems and our ability
to protect confidential information; the variability of revenue and operating results, compliance with applicable laws, regulations,
and government grants, our pension obligations, interest rate fluctuations and changes to LIBOR; and current or future litigation,
governmental actions, and/or changes in legislation. The foregoing and other material risks and uncertainties are discussed in
our public filings at www.sedar.com and www.sec.gov, including in this MD&A, our most recent Annual Report on Form 20-F
filedwith, and subsequent reports on Form 6-K furnished to, the U.S. Securities and Exchange Commission (SEC), and as applicable,
the Canadian Securities Administrators.

Our forward-looking statements are based on various assumptions, many of which involve factors that are beyond our
control. Our material assumptions include those related to the following: fluctuation of production schedules from our customers
in terms of volume and mix of products or services; the timing and execution of, and investments associated with, ramping new
business; the successful pursuit, completion and integration of acquisitions, the success of our customers’ products, our ability
to retain programs and customers, the stability of general economic and market conditions, currency exchange rates, and interest
rates; supplier performance, pricing and terms; compliance by third parties with their contractual obligations and the accuracy
of their representations and warranties; the costs and availability of components, materials, services, equipment, labor, energy
and transportation; that our customers will retain liability for recently-imposed tariffs and countermeasures, our ability to keep
pace with rapidly changing technological developments, the impact of the recent U.S. tax reform on our operations; the timing,
execution, and effect of restructuring actions, the successful resolution of quality issues that arise from time to time; our having
sufficient financial resources and working capital to fund currently anticipated financial obligations and to pursue desirable
business opportunities; our ability to successfully diversify our customer base and develop new capabilities; the availability of
cash resources for repurchases of outstanding subordinate voting shares, that we achieve the expected benefits from our acquisitions
of Atrenne and Impakt; the impact of the CCS Review on our business, and the magnitude of anticipated losses in our capital
equipment business in the first quarter of 2019. Although management believes its assumptions to be reasonable under the current
circumstances, they may prove to be inaccurate, which could cause actual results to differ materially (and adversely) from those
that would have been achieved had such assumptions been accurate. Forward-looking statements speak only as of the date on
which they are made, and 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, except as required by applicable law.

All forward-looking statements attributable to us are expressly qualified by these cautionary statements.
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Overview
Celestica's business:

We deliver innovative supply chain solutions globally to customers in two operating and reportable segments: Advanced
Technology Solutions (ATS) and Connectivity & Cloud Solutions (CCS). Our ATS segment consists of our ATS end market, and
is comprised of our acrospace and defense, industrial, smart energy, healthtech, and capital equipment businesses. Our capital
equipment business is comprised of our semiconductor, display, and power & signal distribution equipment businesses. Our CCS
segment consists of our Communications and Enterprise end markets and is comprised of our enterprise communications,
telecommunications, servers and storage businesses. Our customers include original equipment manufacturers (OEMs), service
providers (including cloud-based service providers) and other companies in a wide range of industries. All period percentages and
financial information herein reflect the current presentation. Information regarding our reportable segments is included in note 25
to our 2018 AFS.

Our global headquarters is located in Toronto, Ontario, Canada. We operate a network of sites and centers of excellence
strategically located in North America, Europe and Asia, with specialized end-to-end supply chain capabilities tailored to meet
specific market and customer product lifecycle requirements.

We offer a comprehensive range of product manufacturing and related supply chain services to customers in both of our
segments, including design and development, new product introduction, engineering services, component sourcing, electronics
manufacturing and assembly, testing, complex mechanical assembly, systems integration, precision machining, order fulfillment,
logistics, asset management, product licensing, and after-market repair and return services. Within design and development, our
Joint Design and Manufacturing (JDM) offering includes the creation of hardware platforms and design solutions in collaboration
with customers, as well as management of aspects of the supply chain and manufacturing.

Revenue from our ATS segment currently represents approximately one-third of our aggregate revenue but generated just
under one-half of our total segment income in 2018. Products and services in this segment are extensive and are often more
regulated than in our CCS segment, and can include the following: government-certified and highly-specialized manufacturing,
electronic and enclosure-related services for acrospace and defense-related customers; high-precision equipment and integrated
subsystems used in the manufacture of semiconductors and displays; a wide range of industrial automation, controls, test and
measurement devices; advanced solutions for surgical instruments, diagnostic imaging and patient monitoring; and efficiency
products to help manage and monitor the energy and power industries. Our ATS segment businesses typically have a higher margin
profile and longer product life cycles than the businesses in our CCS segment. Revenue from our CCS segment currently represents
approximately two-thirds of our aggregate revenue and generated just over one-half of our total segment income in 2018. Products
and services in this segment consist predominantly of enterprise-level data communications and information processing
infrastructure products, and can include routers, switches, servers and storage-related products used by a wide range of businesses
and cloud-based service providers to manage digital connectivity, commerce and social media applications. Our CCS segment
businesses typically have a lower margin profile and higher volumes than the businesses in our ATS segment, and have been
impacted in recent periods (and continue to be impacted) by aggressive pricing, rapid shifts in technology, model obsolescence
and the commoditization of certain products.

Our CCS segment generally experiences a high degree of volatility in terms of revenue and product/service mix, and has
been affected by sustained negative pricing pressures, which have significantly impacted our profitability in recent quarters. These
factors, which are characteristic of the highly competitive nature of this market, are not expected to abate. As part of our strategy
to continue to diversify our business and improve shareholder returns, we commenced a comprehensive review of our CCS revenue
portfolio (CCS Review) in the second half of 2018, with the intention of addressing under-performing programs, as well as better
aligning our investments with our strategic and financial priorities. As a result of this review, we intend to disengage from certain
CCS customer programs that are not anticipated to contribute to improved consistency in our revenues and CCS segment margin.
The review of our CCS business, which generated $4.4 billion of revenue in 2018, is currently expected to result in a decline in
our CCS segment revenue of approximately $500 million over the next 12 to 18 months, and a corresponding decline in overall
company revenue in the single digit percentage range in 2019 (subject to change based on the growth or contraction of CCS
programs not subject to the review). The CCS Review is substantially complete, and the customer programs that comprise the
approximate $500 million in revenue have been identified. We expect to complete the majority of related actions in 2019, including
the intended restructuring actions (which have been built into our current cost efficiency initiative), and changes to our global
manufacturing network. Although we expect reduced revenue in our CCS business as a result of the CCS Review, we intend to
maintain a significant majority of our CCS business, and continue to invest in areas we believe are key to the long-term success
of our CCS segment, including our JDM offering, to help drive improved CCS financial performance in future periods. Revenue
attributable to our JDM business grew approximately 30% in 2018 as compared to 2017.
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Within our capital equipment business, revenue from our semiconductor capital equipment customers has been adversely
impacted by cyclical decreases in demand, primarily in the second half of 2018. The swift decrease in demand in the fourth quarter
of 2018 drove lower utilization, resulting in operating losses in our capital equipment business in the mid-single digit million
dollar range for that quarter. We expect the weaker semiconductor demand to continue throughout 2019 and have estimated a
single digit million dollar operating loss in our capital equipment business for the first quarter of 2019. In response to this demand
softness, we are undertaking actions (as part of our current cost efficiency initiative) to align this business to the current demand
environment and to improve profitability. However, despite the current soft demand environment, we believe that new program
wins, anticipated market share gains, anticipated growth in electronic content and connectivity, and our recent acquisition of Impakt
Holdings, LLC (Impakt) position us favorably to benefit from potential growth in this business in the future. More generally, we
continue to pursue new customers and acquisition opportunities in our ATS segment to expand our end market penetration, to
diversify our end market mix, and to enhance and add new technologies and capabilities to our offerings.

Within both our CCS and ATS segments, we are focused on higher-value added services, including design and
development, engineering, and after-market services. In support of our expansion efforts, we have executed two “operate-in-place”
outsourcing agreements with existing acrospace and defense customers, pursuant to which we provide manufacturing and after-
market repair services for specific product lines at such customers' sites. In addition, in our ATS segment, we completed the
acquisitions of Lorenz, Inc. and Suntek Manufacturing Technologies, SA de CV, collectively known as Karel Manufacturing
(Karel) in November 2016, Atrenne Integrated Solutions, Inc. (Atrenne) in April 2018, and Impakt in November 2018 (see “Recent
developments” and “Operating Results — Acquisition Activity and Program Transfer” below).

To increase the value we deliver to our customers, we continue to make investments in people, value-added service
offerings, new capabilities, capacity, technology, I T systems, software and tools. We continuously work to improve our productivity,
quality, delivery performance and flexibility in our efforts to be recognized as a leading company in the EMS industry. We have
invested in automation and the "Digital Factory" to streamline our processes and reduce costs. Our current cost efficiency initiative,
and related restructuring actions, are also intended to further streamline our business, increase operational efficiencies and improve
our productivity.

As we expand our business, open new sites, or transfer business within our network to accommodate growth or achieve
synergies, however, we may encounter difficulties that result in higher than expected costs associated with such activities. Potential
difficulties related to such activities include our ability: to manage growth effectively; to maintain existing business relationships
during periods of transition; to anticipate disruptions in our operations that may impact our ability to deliver to customers on time,
produce quality products and ensure overall customer satisfaction; and to respond rapidly to changes in customer demand or
volumes. We may also encounter difficulties in ramping and executing new programs. We may require significant investments in
additional capabilities and increased working capital to support these new programs, including those associated with business
acquisitions, and may generate lower margins or losses during and/or following the ramp period. There can be no assurance that
our increased investments will benefit our financial performance or result in business growth. As we pursue opportunities in new
markets or technologies, we may encounter challenges due to our limited knowledge or experience in these areas. In addition, the
success of new business models or programs depends on a number of factors including: understanding the new business or markets;
timely and successful product development; market acceptance; the effective management of purchase commitments and inventory
levels in line with anticipated demand; the development or acquisition of appropriate intellectual property and capital investments,
to the extent required; the availability of materials in adequate quantities and at appropriate costs to meet anticipated demand; and
the risk that new offerings may have quality or other defects in the early stages of introduction. Any of these factors could prevent
us from realizing the anticipated benefits of growth in our business, including in new markets or technologies, which could
materially adversely affect our business and operating results.

Operating Goals and Principles:

Our current priorities are focused on evolving our revenue portfolio; expanding our non-IFRS operating margin* and
segment margins; and maintaining a balanced approach to capital allocation. Management believes that each of these goals and
principles is reasonable.

Evolving our Revenue Portfolio — To evolve our revenue portfolio, we intend to continue to focus on: (i) realigning our portfolio
towards more diversified revenue, (ii) driving sustainable profitable revenue growth, (iii) growing our ATS segment revenue
organically by an average of 10% per year over the long term, (iv) supplementing our organic growth with disciplined and targeted
acquisitions intended to expand capabilities, and (v) optimizing and reshaping our portfolio to drive more consistent returns and
profitability.
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Expanding Margins — With respect to expanding margins, we intend to focus on achieving, by the first half of 2020: (i) non-IFRS
operating margin* in the target range of 3.75% to 4.5%, (ii) ATS segment margin in the target range of 5.0% to 6.0%, and CCS
segment margin in the target range of 2.0% to 3.0%, and (iii) greater than 50% of total segment income from our ATS segment.
Our non-IFRS operating margin* target range reflects anticipated benefits from our CCS Review, completion of our cost efficiency
initiative (CEI), and ongoing expansion of our ATS segment revenue portfolio, both organically and through recent strategy-aligned
acquisitions. See “Recent Developments” below.

Balanced Approach to Capital Allocation — In terms of capital allocation, we are focused on: (i) returning approximately 50%
of non-IFRS free cash flow* to shareholders annually, on average, over the long term, (ii) investing 1.5% to 2.0% of annual revenue
in capital expenditures to support our organic growth, and (iii) executing on strategic acquisitions as part of a disciplined capital
allocation framework. We are also focused on maintaining a strong balance sheet.

The foregoing priorities and areas of intended focus constitute our objectives and goals, and are not intended to be
projections or forecasts of future performance. Our future performance is subject to risks, uncertainties and other factors that could
cause actual outcomes and results to differ materially from the goals and priorities described above.

* Operating margin and free cash flow are non-IFRS measures without standardized meanings and may not be comparable
to similar measures presented by other companies. See “Non-IFRS measures” below for a discussion of the non-IFRS measures
included herein, and a reconciliation of our non-IFRS measures to the most directly comparable IFRS measures. We do not provide
reconciliations for forward-looking non-IFRS financial measures, as we are unable to provide a meaningful or accurate calculation
or estimation of reconciling items and the information is not available without unreasonable effort. This is due to the inherent
difficulty of forecasting the timing or amount of various events that have not yet occurred, are out of our control and/or cannot be
reasonably predicted, and that would impact the most directly comparable forward-looking IFRS financial measure. For these
same reasons, we are unable to address the probable significance of the unavailable information. Forward-looking non-IFRS
financial measures may vary materially from the corresponding IFRS financial measures.

Segment performance is evaluated based on segment revenue, segment income and segment margin (segment income as
a percentage of segment revenue), each of which is defined in “Operating Results — Segment income and margin” below.

Overview of business environment:

The EMS industry is highly competitive, with multiple global EMS providers competing for customers and programs.
In addition, demand can be volatile from period to period, and aggressive pricing is a common business dynamic, particularly in
our CCS segment. As a result, customer and CCS segment revenue and mix, and overall profitability, are difficult to forecast.

Product lifecycles in the markets we serve, production lead times required by our customers, rapid shifts in technology,
model obsolescence, commoditization of certain products, the emergence of new business models, shifting patterns of demand,
such as the shift from traditional network infrastructures to highly virtualized and cloud-based environments, the prevalence of
solid state or flash memory technology as a replacement for hard disk drives, as well as the proliferation of software-defined
technologies enabling the disaggregation of software and hardware, increased competition, oversupply of products, pricing
pressures, and the volatility of the economy all contribute to the complexity of managing our operations and fluctuations in our
financial results. For example, declines in end-market demand for customer-specific proprietary systems in favor of open systems
with standardized technologies has adversely impacted some of our CCS segment customers, and consequently, our CCS business.
Capacity utilization, customer mix and the types of products and services we provide are important factors affecting our financial
performance. The number of sites, the location of qualified personnel, the manufacturing capacity, and the mix of business through
that capacity are vital considerations for EMS providers in terms of supporting their customers and generating appropriate returns.
Because the EMS industry is working capital intensive, we believe that non-IFRS adjusted ROIC, which is primarily based on
non-IFRS operating earnings (each discussed in “Non-IFRS measures” below) and investments in working capital and equipment,
is an important metric for measuring an EMS provider’s financial performance.

In addition, uncertainty in the global economy and financial markets may impact current and future demand for our
customers’ products and services, and consequently, our operations. We continue to monitor the dynamics and impacts of the
global economic and financial environment and work to manage our priorities, costs and resources to anticipate and prepare for
any changes we deem necessary.

External factors that could adversely impact the EMS industry and our business include natural disasters and related
disruptions, political instability, terrorism, armed conflict, labor or social unrest, criminal activity, disease or illness that affects
local, national or international economies, unusually adverse weather conditions, and other risks present in the jurisdictions in
which we, our customers, our suppliers, and/or our logistics partners operate. These types of events could disrupt operations at
one or more of our sites or those of our customers, component suppliers and/or our logistics partners. These events could also lead
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to higher costs or supply shortages or may disrupt the delivery of components to us, or our ability to provide finished products or
services to our customers, any of which could adversely affect our operating results. In addition, uncertainties resulting from Brexit
(given the lack of comparable precedent) and/or policies or legislation proposed or instituted by the current administration in the
U.S., and/or increased tensions between the U.S. and North Korea, China, Russia and/or other countries, may adversely affect our
business, results of operations and financial condition.

The United States, Canada and Mexico have agreed on a revised trade deal (USMCA) to replace the North American
Free Trade Agreement. The USMCA was signed on November 30, 2018, but is subject to ratification by the legislatures of all
three countries. We cannot currently quantify the impact on our business of the USMCA, if ratified. In addition, the current U.S.
administration has increased tariffs on certain items imported into the U.S. from several countries, including China, Canada,
Mexico, and the European Union (many of which are not addressed by the USMCA). Each of these countries has imposed retaliatory
tariffs on specified items, which have been challenged by the U.S. These actions, or other governmental actions related to tariffs
or international trade agreements, could increase the cost to our U.S. customers who use our non-U.S. manufacturing sites and
components, and vice versa, which may materially and adversely impact demand for our services, our results of operations or our
financial condition. We currently ship a significant portion of our worldwide production to customers in the U.S. from other
countries. Increased tariffs, and/or changes to international trade agreements, may cause our U.S. customers to insource programs
previously outsourced to us, transfer manufacturing to locations within our global network that are not impacted by such actions
(potentially increasing production costs), and/or shift their business to other EMS providers. Additionally, tariffs on imported
components for use in our U.S. production could have an adverse impact on demand for such production. Retaliatory tariffs could
reduce demand for our U.S.-based production or make such production less profitable. Given the uncertainty regarding the scope
and duration of these trade actions by the U.S. and other governments, whether trade tensions will escalate further, and whether
our customers will bear the cost of the tariffs, their impact on our operations and results cannot be currently quantified, but may
be material. Discussions with impacted customers on our recoverability of tariff costs, and/or the potential of transferring their
production from China to other sites within our network, are ongoing.

In general, changes in U.S. social, political, regulatory and economic conditions or in laws and policies governing foreign
trade, taxation, manufacturing, clean energy, the healthcare industry, development and investment in the jurisdictions in which
we, and/or our customers or suppliers operate, could materially adversely affect our business, results of operations and financial
condition.

We have significant suppliers that are important to our sourcing activities. If a key supplier (or any company within such
supplier's supply chain) experiences financial or other difficulties, this may affect its ability to supply us with materials, components
or services, which could halt or delay the production of a customer's products, and/or have a material adverse impact on our
operations, financial results and customer relationships. We continue to experience materials constraints from certain suppliers in
both our segments, due in part to industry-wide shortages for certain electronic components. These shortages caused delays in the
production of customer products, and required us to carry higher than expected levels of inventory in 2017 and 2018. Although
we expect these materials constraints and resulting adverse impacts to continue in the near term, we have begun to see improvements
inthe availability of certain previously constrained items. Nonetheless, only minor improvements in supplier lead times are currently
expected. These supply constraints may result in higher materials costs, adversely impacting our financial results if we are unable
to recover such increases from our customers.

Our ability to collect our accounts receivable and achieve future sales depends, in part, on the financial strength of our
customers. If any of our customers have insufficient liquidity, we could encounter significant delays or defaults in payments owed
to us by such customers, or we may extend our payment terms, which could adversely impact our short-term cash flows, financial
condition and/or operating results. From time to time, we have extended the payment terms applicable to certain customers, which
has adversely impacted our working capital requirements, and increased our financial exposure and credit risk. In addition, customer
financial difficulties or changes in demand for our customers' products may result in order cancellations and higher than expected
levels of inventory, which could in turn have a material adverse impact on our operating results and working capital performance.
We may not be able to return or re-sell this inventory, or we may be required to hold the inventory for a period of time, any of
which may result in our having to record additional reserves for the inventory. We also may be unable to recover all of the amounts
owed to us by a customer, including amounts to cover unused inventory or capital investments we incurred to support that customer's
business. Furthermore, if a customer bankruptcy occurs, our profitability may be adversely impacted by our failure to collect our
accounts receivable in excess of our estimated allowance for uncollectible accounts or amounts insured. Our failure to collect
accounts receivable and/or the loss of one or more major customers could have an adverse effect on our operating results, financial
position and cash flows.

Our business is dependent on the award of new programs. Customers may shift production between EMS providers for
a number of reasons, including changes in demand for their products, pricing concessions, more favorable terms and conditions,
execution or quality issues, their preference or need to consolidate their supply chain capacity or change their supply chain partners,
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tax benefits, new trade policies or legislation, or consolidation among customers. Customers may also choose to increase the
amount of business they outsource, insource previously outsourced business, or change the concentration or location of their EMS
suppliers to better manage their supply continuity risk. These customer decisions may impact, among other items, our revenue
and margins, the need for future restructuring, the level of capital expenditures and our cash flows.

While the demand environment remains volatile, driven largely by technology shifts and increased competition in our
CCS segment, we remain committed to making the investments we believe are required to support our long-term objectives and
to create shareholder value. These efforts include a focus on the diversification of our customer mix and product portfolios to
address changing needs, including a larger emphasis on after-market services, as well as broadening our ATS segment capabilities,
and continuing to expand the breadth of our JDM offerings in the areas of network switching and converged storage and servers.
The costs of investments that we deem desirable may be prohibitive, however, and therefore prevent us from achieving these
diversification objectives. In addition, the ramping activities associated with investments that we do make may be significant and
could negatively impact our margins in the short and medium term. Simultaneously, we intend to continue to manage our costs
and resources to maximize our efficiency and productivity.

Recent developments:
Segment Reorganization and Segment Environment:

During the first quarter of 2018, we completed a reorganization of our reporting structure, including our sales, operations
and management systems, into two operating and reportable segments: ATS and CCS. Our prior period financial information has
been reclassified to reflect the reorganized segment structure and to conform to the current presentation. The changes to our segment
structure had no impact on our historical consolidated financial position, results of operations or cash flows as previously reported.
See “Overview — Celestica's business” above for a description of the products, services and characteristics of each of our ATS
and CCS segments.

The competitive landscape in our CCS segment remains aggressive, as demand growth continues to move from traditional
enterprise network infrastructure providers to cloud-based service providers, resulting in aggressive bidding from EMS providers
and increased competition from original design manufacturers as they further penetrate these markets. In addition, although we
offer a broad range of services to our CCS customers, we have experienced a shift in the mix of our programs, including growth
in our lower-margin fulfillment services, particularly in the first half of 2018. This shift in mix, combined with the pricing pressures
described above, demand volatility, and investments we have made to grow our higher-value added after-market services, resulted
in lower segment income and margins in our CCS segment for 2018 as compared to prior years. See “Operating Results” below.
Asaresult of the high concentration of our business in the CCS marketplace, we expect continued competitive pressures, aggressive
pricing and technology-driven demand shifts, as well as certain materials constraints, to continue to negatively impact our CCS
businesses and overall profitability in future periods. In addition, cloud-based service providers have increased their use of products
in our CCS segment in recent periods. These customers and markets are cyclically different from our traditional OEM customers,
creating more volatility and unpredictability in our revenue patterns as we adjust to this shift, and additional challenges with respect
to the management of our working capital requirements.

With respect to our ATS segment, see "Overview — Celestica's business" above for a discussion of recent adverse trends
impacting our semiconductor capital equipment customers and our capital equipment business, including our estimation of a single
digit million dollar operating loss in our capital equipment business for the first quarter of 2019.

CCS Revenue Portfolio Review:

See “Overview — Celestica's business” above for a discussion of our CCS Review, undertaken to address under-
performing programs and to identify opportunities to improve our returns, as well as anticipated impacts of this review on our
operations and financial results.

Refinancing:

In June 2018, we entered into an $800 million credit agreement with Bank of America, N.A., as Administrative Agent,
and the other lenders party thereto (New Credit Facility), which provides for a $350 million term loan (June Term Loan) that
matures in June 2025, and a $450 million revolving credit facility (New Revolver) that matures in June 2023. The net proceeds
from the June Term Loan were used primarily to repay all amounts outstanding under our previous credit facility (Prior Facility),
which was terminated on such repayment. In November 2018, we utilized the accordion feature under our New Credit Facility to
add an incremental term loan of $250 million (November Term Loan), maturing in June 2025. The June Term Loan and the
November Term Loan are collectively referred to as the New Term Loans. The Prior Facility consisted of a $250 million term loan
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(Prior Term Loan) and a $300 million revolving credit facility (Prior Revolver), each of which was scheduled to mature in May
2020. As of December 31, 2018, an aggregate of $598.3 million was outstanding under the New Term Loans, and other than
ordinary course letters of credit (described below), $159.0 million was outstanding under the New Revolver.

Impakt Acquisition:

In November 2018, we completed the acquisition of U.S.-based Impakt, a highly-specialized, vertically integrated
company providing manufacturing solutions for leading OEMs in the display (including LCD and Organic Light Emitting Diode
(OLED)) and semiconductor industries, as well as other markets requiring complex fabrication services, with operations in
California and South Korea. The purchase price was $325.4 million, net of cash acquired, subject to a net working capital adjustment
(which has not yet been finalized). The purchase was funded with borrowings under the New Revolver, $245.0 million of which
was repaid with proceeds of the November Term Loan. Through this acquisition, we have gained significant new capabilities in
large-format, complex, high-mix manufacturing solutions for multiple industries within our ATS segment, and have broadened
our precision component manufacturing, full system assembly, integration and machining capabilities. In addition, we expect to
benefit from Impakt’s full spectrum of specialized vertical services, including its South Korea-based machining and manufacturing
expertise. We recorded $111.2 million of goodwill in connection with this acquisition. We expect to finalize our purchase price
allocation in the first half of 2019.

Atrenne Acquisition:

On April 4, 2018, we completed the acquisition of U.S.-based Atrenne, a designer and manufacturer of ruggedized
electromechanical solutions, primarily for the aerospace and defense market. Atrenne's capabilities include connectors, machining,
and the thermal and mechanical design and manufacture of ruggedized chassis and enclosures, primarily for military and commercial
aerospace applications. We also believe that Atrenne's capabilities in the design and manufacture of value-added mechanical
solutions will expand our service offerings for our industrial customers. The purchase price for Atrenne was $141.7 million, net
of cash acquired, including a net working capital adjustment of $3.8 million (which is subject to finalization). The purchase was
funded with borrowings under the Prior Revolver. We recorded $64.0 million of goodwill in connection with the acquisition. We
expect to finalize our purchase price allocation in the first quarter of 2019, once the net working capital adjustment has been
finalized.

Toronto Real Property and Related Transactions Update:

In September 2018, the agreement governing the sale of our Toronto real property (Property Sale Agreement), which
includes our corporate headquarters and Toronto manufacturing operations, was assigned to a new purchaser (the Assignee),
although the original purchaser was not released from its obligations under the Property Sale Agreement. In connection with such
assignment, the Property Sale Agreement was amended to provide for the remaining proceeds of $122 million Canadian dollars
(approximately $89 million at year-end exchange rates) to be paid in one lump sum cash payment at closing (previously, we were
to receive one-half of the purchase price in the form of a two-year, interest-free, first-ranking mortgage). Other terms of the Property
Sale Agreement remained unchanged. On January 21, 2019, the required municipal zoning approval was obtained. On March 7,
2019, we completed the sale of the real property and received total proceeds of approximately $110 million, including a high
density bonus and an early vacancy incentive related to the temporary relocation of our corporate headquarters. The gain on sale
of this property will be recorded as recoveries through other charges (recoveries) in 2019. No net tax impact is anticipated from
this sale, as the gain will be offset by the utilization of currently unrecognized tax losses. See “Liquidity — Toronto Real Property
and Related Transactions” and note 8 of the 2018 AFS for a discussion of our Toronto property sale and related transactions, as
well as transition and capital costs incurred in connection with related relocations.

Restructuring Update:

We have recorded $45 million in restructuring charges from the commencement of our CEI (described herein) through
February 13, 2019. Our restructuring actions under the CEI include, among others, actions identified as part of our CCS Review,
as well as actions in response to the demand environment in our capital equipment business. We continue to estimate total
restructuring charges for the CEI to be within the previously disclosed range of between $50.0 million and $75.0 million, however
we are extending the program by six months and expect the remainder of the charges to be recorded by the end of 2019. See
"Operating Results — Other charges."
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Board Member Addition:

Robert Cascella was appointed to Celestica's Board of Directors effective February 1, 2019. Mr. Cascella is currently an
Executive Vice President and Executive Committee member of Royal Philips, a public Dutch multinational healthcare company.
He is also the Chief Executive Officer (CEO) of Royal Philips' Diagnosis and Treatment businesses. He was formerly the President
and CEO of Hologic, Inc., a public medical device and diagnostics company, from 2003 to 2013. He has also held senior leadership
positions at CFG Capital, NeoVision Corporation, and Fischer Imaging Corporation.

Share Repurchases:

Since the commencement in November 2017 of an NCIB (2017 NCIB) through its expiry on November 12, 2018, we
paid an aggregate of $95.4 million (including transaction fees) to repurchase and cancel 8.7 million subordinate voting shares. We
also purchased 1.1 million subordinate voting shares in the open market during the term of the 2017 NCIB, and 1.3 million shares
after its expiration (during 2018), in order to satisfy delivery obligations under our stock-based compensation plans.

In December 2018, the TSX accepted our notice to launch a new NCIB (2018 NCIB), which allows us to repurchase, at
our discretion, until the earlier of December 17, 2019 or the completion of the purchases thereunder, up to approximately 9.5
million subordinate voting shares in the open market, or as otherwise permitted. We have not repurchased or canceled any
subordinate voting shares under the 2018 NCIB from its commencement through February 13, 2019.

Adoption of IFRS 15:

We adopted IFRS 15, Revenue from Contracts with Customers, effective January 1,2018. We elected to apply the
retrospective approach and as a result, have restated each of the required comparative reporting periods presented herein. A
description of the impact of our transition to IFRS 15 is included in note 2 to our 2018 AFS.

Summary of Key Operating Results and Financial Information

Our consolidated financial statements have been prepared in accordance with IFRS as issued by the IASB and accounting
policies we adopted in accordance with IFRS. Such consolidated financial statements reflect all adjustments that are, in the opinion
of management, necessary to present fairly our financial position as at December 31, 2018 and 2017 and the financial performance,
comprehensive income and cash flows for each of the years in the three-year period ended December 31, 2018. See “Critical
Accounting Policies and Estimates” below.

The following tables set forth certain key operating results and financial information for the periods indicated (in millions,
except per share amounts and percentages). Financial information for 2016 and 2017 has been restated to reflect our January 1,

2018 adoption of IFRS 15.

Year ended December 31

% Change % Change

2016 2017 2018 2017 v.2016 2018 v. 2017
(restated) (restated)

Revenue $ 06,0466 § 06,1427 § 6,633.2 2 % 8 %
Gross profit 429.6 418.5 430.5 3)% 3%
Selling, general and administrative expenses (SG&A) 211.1 203.2 219.0 % 8 %
Other charges 25.5 37.0 61.0 45 % 65 %
Net earnings 138.3 105.5 98.9 24)% (6)%
Diluted earnings per share $ 096 $ 073 $ 0.70 (24)% (%
Segment revenue* as a percentage of total revenue: Year ended December 31

2016 2017 2018
ATS revenue (% of total revenue) 32% 32% 33%
CCS revenue (% of total revenue) 68% 68% 67%
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Year ended December 31

Segment income and segment margin*: 2016 2017 2018
Segment Segment Segment
Margin Margin Margin
ATS segment $ 739  3.8% $ 96.8  4.9% $ 102.5  4.6%
CCS segment 149.3  3.6% 1204 2.9% 1114 2.5%

* Segment performance is evaluated based on segment revenue, segment income and segment margin (segment income as a
percentage of segment revenue), each of which are defined in "Operating Results — Segment income and margin" below.

December 31 December 31

2017 2018
Cash and cash equivalents $ 5152 § 422.0
Total assets 2,964.2 3,737.7
Borrowings under applicable term loans 187.5 598.3
Borrowings under applicable revolving credit facility — 159.0

Year ended December 31

2016 2017 2018
Cash provided by operating activities $ 1733 § 1270 $ 33.1
Shares repurchased for cancellation — aggregate price (including transaction costs) .. $ 343§ 199 § 75.5
— # (in millions) 32 1.9 6.8

Shares repurchased for delivery under stock-based plans — aggregate price

(including transaction costs) $ 182 $ 16.7 3 22.4
— # (in millions) 1.6 1.4 2.1

A discussion of the foregoing information is set forth under "Operating Results" below.
Other performance indicators:

In addition to the key operating results and financial information described above, management reviews the following
measures (which are not measures defined under IFRS)*:

1Q17  2Q17  3Q17 4017  1Q18  2Q18  3Q18  4QI18

Cash cycle days: (restated)*  (restated)*  (restated)*  (restated)*

Days in A/R 61 57 58 58 62 57 60 62
Days in inventory 47 47 50 51 57 56 59 61
Days in A/P (58) (56) (56) (56) (62) (60) (65) (65)
Cash cycle days 50 48 52 53 57 53 54 58
Inventory turns 7.8x 7.7x 7.3x 7.2x 6.4x W E 6.0x

* 2017 periods have been restated to reflect the adoption of IFRS 15.

2017 2018
March June September December March June September December
31 30 30 31 31 30 30 31
A/R Sales (in millions) $ 50.0 $ 50.0 $ 50.0 $ 8.0 $ 113.0 § 113.0 § 113.0 $ 1300
Supplier Financing* (in millions) 445 65.4 55.1 52.3 77.8 76.0 81.0 50.0
Total (in millions) $ 945 $ 1154 $ 1051 § 1323 § 190.8 § 189.0 § 1940 $ 180.0

*  Represents A/R sold to a third party bank in connection with a customer's uncommitted supplier financing program that we joined in the fourth quarter of 2016.
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Days in A/R is defined as the average A/R for the quarter divided by the average daily revenue. Days in inventory is
defined as the average inventory for the quarter divided by the average daily cost of sales. Days in accounts payable (A/P) is
defined as the average A/P for the quarter divided by average daily cost of sales. Cash cycle days is defined as the sum of days in
A/R and days in inventory minus the days in A/P. Inventory turns is determined by dividing 365 by the number of days in inventory.
A lower number of days in A/R, days in inventory, and cash cycle days, and a higher number of days in A/P and inventory turns
generally reflect improved cash management performance.

A/R days increased 4 days from the fourth quarter of 2017 (Q4 2017) to 62 days for the fourth quarter of 2018 (Q4 2018)
primarily due to the timing of collections. Inventory days increased 10 days from Q4 2017 to 61 days for Q4 2018 primarily due
to the higher inventory levels resulting from acquisitions and a constrained materials environment, as well as requirements to
support new programs. A/P days increased 9 days from Q4 2017 to 65 days in Q4 2018 primarily due to higher levels and timing
of purchases, as well as the timing of payments. A/R and inventory days each increased 2 days sequentially due to the timing of
collections and the impact of the Impakt acquisition, respectively.

We believe that cash cycle days (and the components thercof) and inventory turns are useful measures in providing
investors with information regarding our cash management performance and are accepted measures of working capital management
efficiency in our industry. These are not measures of performance under IFRS, and may not be defined and calculated in the same
manner by other companies. These measures should not be considered in isolation or as an alternative to working capital as an
indicator of performance.

Management also reviews other non-IFRS measures including adjusted net earnings, operating margin, adjusted ROIC
and free cash flow. See “Non-IFRS measures” below.

Critical Accounting Policies and Estimates

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities, revenue and
expenses, and the related disclosures of contingent assets and liabilities. We base our judgments, estimates and assumptions on
current facts, historical experience and various other factors that we believe are reasonable under the circumstances. The economic
environment could also impact certain estimates necessary to prepare our consolidated financial statements, including estimates
related to the recoverable amounts used in our impairment testing of our non-financial assets (see notes 8 and 9 to our 2018 AFS),
and the discount rates applied to our net pension and non-pension post-employment benefit assets or liabilities (see note 19 to our
2018 AFS). Our assessment of these factors forms the basis for our judgments on the carrying values of our assets and liabilities
and the accrual of our costs and expenses. Actual results could differ materially from these estimates and assumptions. We review
our estimates and underlying assumptions on an ongoing basis and make revisions as determined necessary by management.
Revisions are recognized in the period in which the estimates are revised and may impact future periods as well. Significant
accounting policies and methods used in the preparation of our consolidated financial statements are described in note 2 to our
2018 AFS. The following is a discussion of those accounting policies which management considers to be “critical,” defined as
accounting policies that management believes are both most important to the portrayal of our financial condition and results and
require application of management’s most difficult, subjective or complex judgments, often as a result of the need to make estimates
about the effects of matters that are inherently uncertain. On January 1, 2018, we adopted IFRS 9 and IFRS 15. See "Recently
adopted accounting standards" in note 2 to our 2018 AFS.

Key sources of estimation uncertainty and judgment: We have applied significant estimates, judgment and assumptions in the
following areas which we believe could have a significant impact on our reported results and financial position: our determination
of the timing of revenue recognition, measures of work in progress and estimates and timing of expected returns, revenues and
related costs; valuations of inventory, assets held for sale and income taxes; the amount of our restructuring charges or recoveries;
the measurement of the recoverable amounts of our cash generating units (or CGUs, which are the smallest identifiable group of
assets that cannot be tested individually and generate cash inflows that are largely independent of those of other assets or groups
of assets), which includes estimating future growth, profitability, discount and terminal growth rates, and the fair value of our real
property; our valuations of financial assets and liabilities, pension and non-pension post-employment benefit costs; employee
stock-based compensation expense, provisions and contingencies; and the allocation of the purchase price and other valuations
related to our business acquisitions.
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We have also applied significant judgment in the following areas: the determination of our CGUs (which can be comprised
of a single site, a group of sites, or a line of business) and whether events or changes in circumstances during the relevant period
are indicators that a review for impairment should be conducted, the timing of the recognition of charges or recoveries associated
with our restructuring actions, and the decisions and timing of our pension annuity purchases.

Revenue recognition and deferred investment costs:

Under IFRS 15, which we adopted on January 1, 2018, where products are custom-made to meet a customer's specific
requirements, and such customer is obligated to compensate us for the work performed to date, we will recognize revenue over
time as production progresses to completion, or as services are rendered. We generally estimate revenue for our work in progress
based on costs incurred to date plus a reasonable profit margin for eligible products for which we do not have alternative uses. We
apply significant estimates, judgment and assumptions in determining the timing of revenue recognition, measuring work in
progress, and estimating the amount and timing of expected returns, revenues and related costs. Judgment is also applied in
determining the recoverability of deferred investment costs, comprised of contract acquisition or fulfillment costs, and in
determining the amortization period for such costs, which is based on the projected period of expected future economic benefits.
We review sales and profitability forecasts to determine the likelihood of recovery, as well as applicable contractual recoverability
arrangements with customers in the event volumes do not materialize. We monitor these deferred costs for potential impairment
on a regular basis. Adverse changes to these assumptions may result in impairment of these costs in future periods.

Inventory valuation:

We procure inventory and manufacture based on specific customer orders and forecasts and value our inventory on a
first-in, first-out basis at the lower of cost and net realizable value. The cost of our finished goods and work in progress includes
direct materials, labor and overhead. We may require valuation adjustments to these items if actual market conditions or demand
for our customers' products or services are less favorable than originally projected. The determination of net realizable value
involves significant management judgment. We consider factors such as shrinkage, the aging of the inventory, our estimates of
future demand for the inventory, and our contractual arrangements with customers. We attempt to utilize excess inventory in other
products we manufacture or return inventory to the relevant suppliers or customers. We use future sales volume forecasts to estimate
excess inventory on-hand. A change to these assumptions may impact our inventory valuation and our gross margins. Should our
estimates change based on a change in circumstances, we may adjust our previous write-downs in our consolidated statement of
operations in the period a change in estimate occurs.

Assets classified as held for sale:

Assets classified as held for sale are measured at the lower of their carrying amount and fair value less costs of disposal,
and are no longer depreciated. The determination of fair value less costs of disposal involves judgment by management of the
probability and timing of disposition and the expected amount of recoveries and costs. We may engage third parties to assist in
the determination of the estimated fair values less costs of disposal for assets classified as held for sale. At the end of each reporting
period, we evaluate the appropriateness of our estimates and assumptions. We may require adjustments to reflect actual experience
or changes in estimates.

Income taxes:

We record income tax expense or recovery based on taxable income earned or loss incurred in each tax jurisdiction where
we operate at the enacted or substantively enacted tax rate applicable to that income or loss. In the ordinary course of business,
we engage in many transactions for which the ultimate tax outcome is uncertain and therefore estimates are required for exposures
related to potential and actual examinations by taxation authorities. We review these transactions and exposures and record tax
liabilities for open years based on our assessment of many factors, including past experience and interpretations of tax law applied
to the facts of each matter. Management periodically evaluates the positions taken in our tax returns with respect to situations in
which applicable tax rules are subject to interpretation. We establish provisions related to tax uncertainties where appropriate,
based on our estimate of the amount that ultimately will be paid to or received from the tax authorities. The various judgments
and estimates by management in establishing provisions related to tax uncertainties significantly affect the amounts we recognize
in our consolidated financial statements. The determination of tax liabilities is subjective and generally involves a significant
amount of judgment. We believe that our income tax liability reflects the probable outcome of our income tax obligations based
on known facts and circumstances; however, the final income tax outcome may be different from our estimates. A change to these
estimates could impact our income tax provision.
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We recognize deferred income tax assets to the extent we believe it is probable, based on management’s estimates, that
future taxable profit will be available against which the deductible temporary differences as well as unused tax losses and tax credit
carryforwards can be utilized. We consider factors such as the reversal of taxable temporary differences, projected future taxable
income, the character of the income tax asset, tax planning strategies, changes in tax laws and other factors. A change to these
factors could impact the amount of deferred income tax assets we recognize. We review our deferred income tax assets at each
reporting date and reduce them to the extent it is no longer probable that we will realize the related tax benefits.

The U.S. Tax Cuts and Jobs Act (U.S. Tax Reform) was enacted on December 22, 2017 and became effective January 1,
2018. We believe all significant one-time impacts resulting from the enactment of the U.S. Tax Reform were recorded in the fourth
quarter of 2017, but we will continue to assess additional impacts, if any, as they become known due to changes in our interpretations
and assumptions, as well as applicable changes in our business and additional regulatory guidance that may be issued.

Goodwill, intangible assets and property, plant and equipment:

We estimate the useful lives of intangible assets and property, plant and equipment based on the nature of the asset,
historical experience, the projected period of expected future economic benefits to be provided by the asset, the terms of any related
customer contract, and expected changes in technology. We review the carrying amounts of goodwill, intangible assets and property,
plant and equipment for impairment whenever events or changes in circumstances (triggering events) indicate that the carrying
amount of such assets (or the related CGU or group of CGUs) may not be recoverable. In addition to an assessment of triggering
events during the year, we conduct an annual goodwill impairment assessment of our CGUs with goodwill in the fourth quarter
of the year. Judgment is required in the determination of our CGUs and whether a review for impairment should be conducted.

We recognize an impairment loss when the carrying amount of an asset, CGU or group of CGUs exceeds its recoverable
amount. The recoverable amount of an asset, CGU or group of CGUs is measured as the greater of its expected value-in-use and
its fair value less costs of disposal. The process of determining the recoverable amount is subjective and requires management to
exercise significant judgment in estimating future growth, profitability, discount and terminal growth rates, and in projecting future
cash flows, among other factors. Our expected value-in-use is determined based on a discounted cash flow analysis. Determining
the estimated fair value less costs of disposal requires valuations and use of appraisals. Where applicable, we engage independent
brokers to obtain market prices to estimate our real property and other asset values. At each reporting date, we review for indicators
that could change the estimates we used to determine the recoverable amount of the relevant assets.

Restructuring charges:

The recognition of restructuring charges (relating to workforce reductions, site consolidations, and costs associated with
businesses we are downsizing or exiting) requires management to make certain judgments and estimates regarding the nature,
timing and amounts associated with our restructuring actions. Our major assumptions include the timing of employee terminations,
the measurement of termination costs, the timing and amount of lease obligations and any anticipated sublease recoveries from
exited sites, and the timing of disposition and estimated fair values less costs of disposal for assets we no longer use and which
are available for sale. For owned sites and equipment that are no longer in use and are available for sale, we recognize an impairment
loss based on their fair value less costs of disposal, with fair value estimated based on market prices for similar assets. We may
engage third parties to assist in the determination of the estimated fair values less costs of disposal for these assets. For leased sites
that we intend to exit, we discount future contractual lease payments and cancellation fees, if any, less any estimated sublease
recoveries, if any. To estimate future sublease recoveries, we engage independent brokers to determine the estimated tenant rents
we can expect to realize. At the end of each reporting period, we evaluate the appropriateness of our restructuring charges and
balances. Adjustments to the recorded amounts may be required to reflect actual experience or changes in estimates for future
periods.

Legal and other contingencies:

We recognize a provision for loss contingencies, including legal claims, based on management’s estimate of the probable
outcome. Judgment is required when there is a range of possible outcomes. Management considers the degree of probability of
the outcome and the ability to make a reasonable estimate of the loss. We may also use third party advisors in making our
determination. The ultimate outcome, including the amount and timing of any payments required, may vary significantly from our
original estimates. Potential material legal and other material contingent obligations that have not been recognized as provisions,
as the outcome is remote or not probable, or the amount cannot be reliably estimated, are disclosed as contingent liabilities.
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Warranty:

We offer product and service warranties to our customers. We record a provision for future warranty costs based on
management’s estimate of probable claims under these warranties. In determining the amount of the provision, we consider several
factors including the terms of the warranty (which vary by customer, product or service), the current volume of products sold or
services rendered during the warranty period, and historical warranty information. We review and adjust these estimates as necessary
to reflect our experience and new information. The amount and aging of our provision will vary depending on various factors
including the length of the warranty offered, the remaining life of the warranty and the extent and timing of warranty claims.

Financial assets and financial liabilities:

We review financial assets at each reporting date. Financial assets are deemed to be impaired when objective evidence
resulting from one or more events subsequent to the initial recognition of the asset indicates the estimated future cash flows of the
asset have decreased. We use a forward-looking expected credit loss (ECL) model in determining our allowance for doubtful
accounts as it relates to trade receivables, contract assets (under IFRS 15), and other financial assets. Our allowance is based on
historical experience, and includes consideration of the aging of the balances, the customer's creditworthiness, current economic
conditions, expectation of bankruptcies, and political and economic volatility in the markets/location of our customers, among
other factors. We measure an impairment loss as the excess of the carrying amount over the present value of the estimated future
cash flows discounted using the financial asset’s original discount rate, and we recognize this loss in our consolidated statement
of operations. A financial asset is written off or written down to its net realizable value as soon as it is known to be impaired. We
will adjust previous write-downs to reflect changes in estimates or actual experience.

We value our derivative assets and liabilities based on inputs that are either readily available in public markets or derived
from information available in public markets. The inputs we use include discount rates, forward exchange rates, interest rate yield
curves and volatility, and credit risk adjustments. Changes in these inputs can cause significant volatility in the fair value of our
financial instruments in the short-term.

Derivatives and hedge accounting:

We enter into forward exchange contracts and swaps to hedge the cash flow risk associated with firm purchase commitments
and forecasted transactions in foreign currencies that are considered highly probable and to hedge foreign-currency denominated
balances. We use estimates to forecast future cash flows and the future financial position of net monetary assets or liabilities
denominated in foreign currencies. We enter into interest rate swap agreements to mitigate a portion of the interest rate risk on our
term loan borrowings. We use judgment in determining the amount and timing of such swap agreements. We apply hedge accounting
to those hedge transactions that are considered effective. Management assesses the effectiveness of hedges by comparing actual
outcomes against our estimates on a regular basis. Subsequent revisions in estimates of future cash flow forecasts, if significant,
may result in the discontinuation of hedge accounting for that hedge.

Pension and non-pension post-employment benefits:

We have pension and non-pension post-employment benefit costs and liabilities that are determined from actuarial
valuations. Actuarial valuations require management to make certain judgments and estimates relating to salary escalation,
compensation levels at the time of retirement, retirement ages, the discount rate used in measuring the net interest on the net defined
benefit asset or liability, and expected healthcare costs (as applicable). These actuarial assumptions could change from period-to-
period and actual results could differ materially from the estimates originally made by management. We evaluate our assumptions
on a regular basis, taking into consideration current market conditions and historical data. Market driven changes may affect the
actual rate of return on plan assets compared to our assumptions, as well as our discount rates and other variables which could
cause actual results to differ materially from our estimates. Changes in assumptions could impact our defined benefit pension plan
valuations and our future defined benefit pension expense and required funding.

To mitigate the actuarial and investment risks of our defined benefit pension plans, we from time to time purchase annuities
(using existing plan assets) from third party insurance companies for certain, or all, plan participants. The purchase of annuities
by the pension plan substantially hedges the financial investment risks associated with the pension obligations. See note 19(a) to
our 2018 AFS.
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Employee stock-based compensation:

IFRS requires grants of share-based compensation to employees to be measured at fair value and expensed in our
consolidated statement of operations over the service period (generally the vesting period) of the grant. We measure the fair value
of options using the Black-Scholes option pricing model. Measurement inputs include the price of our subordinate voting shares
on the grant date, the exercise price of the option, and our estimates of the following: expected price volatility of our subordinate
voting shares (based on weighted average historic volatility), weighted average expected life of the option (based on historical
experience and general option holder behavior), and the risk-free interest rate. We adjust compensation expense to reflect the
estimated number of options that we expect to vest at the end of the vesting period.

The fair value of restricted share units (RSUs) is based on the market value of our subordinate voting shares at the time
of grant.

For performance share units (PSUs) that vest based on non-market performance conditions (related to the achievement
of pre-determined financial targets over a specified period), the fair value is based on the market value of our subordinate voting
shares at the time of grant, and our estimate of the outcome of such performance condition. We adjust the cost of these PSUs as
new facts and circumstances arise; the timing of these adjustments is subject to judgment (but is generally in the final year of their
three-year term) based on management's estimate of the expected level of achievement of the relevant performance conditions.
For PSUs that vest based on our relative total shareholder return (TSR) performance over a three-year period, a market performance
condition, the fair value is based on a Monte Carlo simulation model. The number of awards expected to vest is factored into the
grant date Monte Carlo valuation. For PSU grants which vest based on a non-market performance measurement in the final year
of the three-year performance period, subject to modification by a separate non-market financial target and our relative TSR
performance over the three-year vesting period, the fair value of the TSR modifier is based on a Monte Carlo simulation model,
and the fair value of the non-TSR-based performance measurement and modifier are based on the market value of our subordinate
voting shares at the time of grant and may be adjusted in subsequent periods to reflect a change in the estimated level of achievement
related to the applicable non-market performance condition. We do not adjust the grant date fair value based on the eventual number
of PSUs that vest based on the level of achievement of the market performance condition. We adjust compensation expense for
PSU awards that are not expected to vest because the employment conditions are not expected to be satisfied.

Business combinations:

All identifiable assets and liabilities acquired in business combinations are recorded at fair value as of the acquisition
date. Potential obligations for contingent consideration and other contingencies are also recorded at fair value as of the acquisition
date. We record subsequent changes in the fair value of such potential obligations from the date of acquisition to the settlement
date in our consolidated statement of operations.

We use judgment to determine the estimates used to value identifiable net assets and the fair value of contingent
consideration and other contingencies, if applicable, at the acquisition date. We may engage third parties to determine the fair
value of certain inventory, property, plant and equipment and intangible assets. We use estimates to determine cash flow projections,
including the period of expected future benefit, and future growth and discount rates, among other factors, to value intangible
assets and contingent consideration. The fair value of acquired tangible assets are measured by applying market, cost or replacement
costs, or the income approach, as applicable, using discounted cash flows and forecasts by management.

Operating Results

Financial information for 2016 and 2017 throughout this "Operating Results" section has been restated to reflect our
January 1, 2018 adoption of IFRS 15.

Our annual and quarterly operating results are affected by, among other items: the level and timing of customer orders;
our mix of customers and the types of products or services we provide; the rate at which, the costs associated with, and the execution
of, new program wins; demand volumes and the seasonality of our business; price competition and other competitive factors; the
mix of manufacturing or service value-add; manufacturing efficiency; the degree of automation used in the assembly process; the
availability of components or labor; costs and inefficiencies of transferring programs between sites; program completions or losses,
or customer disengagements and the timing and the margin of follow-on business or any replacement business; the impact of
foreign exchange fluctuations; the performance of third-party providers; our ability to manage inventory, production location and
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equipment effectively; our ability to manage changing labor, component, energy and transportation costs effectively; fluctuations
in variable compensation costs; the timing of our expenditures in anticipation of forecasted sales levels; and the timing of any
acquisitions and related integration costs. Significant period-to-period variations can also result from the timing of new programs
reaching full production or programs reaching end-of-life, the timing of follow-on or next generation programs and/or the timing
of existing programs being fully or partially transferred internally or to a competitor.

See "Overview — Overview of business environment and Recent developments" above for a discussion of recent market
conditions impacting our business.

Operating results expressed as a percentage of revenue:

Year ended December 31

2016 2017 2018
(restated) (restated)

Revenue 100.0% 100.0% 100.0%
Cost of sales 92.9 93.2 93.5
Gross profit 7.1 6.8 6.5
SG&A 3.5 3.3 33
Research and development costs 0.4 0.4 0.5
Amortization of intangible assets 0.1 0.1 0.2
Other charges 0.4 0.6 0.9
Finance costs, net of refund interest income — 02 0.4
Earnings before income tax 2.7 2.2 1.2
Income tax expense (recovery) 0.4 0.5 (0.3)
Net earnings 2.3% 1.7% 1.5%

Revenue:

Revenue of $6.6 billion for 2018 increased 8% compared to 2017. ATS segment revenue increased 13% in 2018 compared
to 2017, and CCS segment revenue increased 6% in 2018 compared to 2017.

Revenue of $6.1 billion for 2017 increased 2% compared to 2016. CCS segment revenue increased 2% in 2017 compared
to 2016, and ATS segment revenue was relatively flat in 2017 compared to 2016.

The following table sets forth revenue from our reportable segments, as well as segment revenue as a percentage of our
total revenue for the periods indicated (in millions, except percentages):

2016 2017 2018
% of total % of total % of total
ATS revenue $ 11,9542 32% § 1,958.6 32% § 2,209.7 33%
CCS revenue $ 4,0924 $ 4,184.1 $ 44235
Communications 2,544.9 42% 2,654.6 43% 2,724.2 41%
Enterprise 1,547.5 26% 1,529.5 25% 1,699.3 26%
Revenue $ 6,046.6 100% $ 6,142.7 100% $ 6,633.2 100%

Our product and service volumes, revenue and operating results vary from period-to-period depending on various factors,
as discussed above. See “Overview.”
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ATS segment revenue represented 33% of total revenue for 2018, compared to 32% for 2017 and 32% for 2016. ATS
segment revenue for 2018 increased $251.1 million (13%) compared to 2017, reflecting new aerospace and defense programs,
including from our acquisition of Atrenne and our September 2017 “operate-in-place” program (described below), demand strength
in our industrial business, higher year-over-year revenue in our capital equipment business, primarily from a strong first half of
2018, and to a lesser extent, revenue from our acquisition of Impakt. Revenue from our semiconductor capital equipment customers
however, was weaker than expected for the second half of 2018, adversely impacted by cyclical decreases in demand, which we
expect will continue throughout 2019. See "Overview — Celestica's business" above for a discussion of recent trends impacting
our semiconductor capital equipment customers. ATS segment revenue for 2018 was also adversely impacted by a $24 million
decrease, as compared to the prior year, due to our exit from the solar panel manufacturing business (accounting for approximately
1% of our ATS segment revenue in 2017).

ATS segment revenue for 2017 was relatively flat compared to 2016, as growth in our capital equipment business and
from new programs was offset by a 7% decrease in revenue due to our exit from the solar panel manufacturing business, and a
decrease in revenue due to the completion of programs with one of our then-largest consumer customers during the third quarter
of2016. ATS segment revenue for 2017 benefited from a new “operate-in-place” program outsourced to us from one our acrospace
and defense customers in September 2017, as well as our November 2016 Karel acquisition.

CCS segment revenue represented 67% of total revenue for 2018, compared to 68% for 2017 and 68% for 2016. CCS
segment revenue for 2018 increased $239.4 million (6%) compared to 2017. Communications end market revenue for 2018
increased 3% compared to 2017, as increased demand and new programs (including JDM programs) were partially offset by
decreased demand from certain of our legacy customers. Enterprise end market revenue for 2018 increased 11% compared to 2017,
primarily driven by strong demand in our storage business. Notwithstanding the increase in CCS segment revenue in 2018 as
compared to 2017, we continued to be impacted by adverse pricing pressures in this segment in 2018, and expect these adverse
conditions to continue in future periods. See “Overview — Recent developments — Segment reorganization and segment
environment” above.

CCS segment revenue for 2017 increased 2% compared to 2016. Communications end market revenue in 2017 increased
4% compared to 2016, primarily due to demand strength in certain existing programs and new program growth (including with
respect to our fulfillment services and JDM programs). Although Communications revenue increased compared to 2016, we
experienced slower growth rates (particularly in the second half of 2017) compared to the prior year primarily due to programs
reaching their full production levels, and increased pricing pressures and late changes in demand from certain customers in 2017.
Enterprise end market revenue for 2017 decreased 1% compared to 2016, as growth from new programs primarily in the first half
of 2017 was more than offset by softer demand in the second half of 2017.

Although we supply products and services to over 100 customers, we depend upon a small number of customers for a
substantial portion of our revenue. In the aggregate, our top 10 customers represented 70% of total revenue for 2018 (2017 —
71%; 2016 — 68%). For 2018, we had two customers that individually represented more than 10% of total revenue (2017 and
2016 — two customers). Cisco Systems and Dell Technologies accounted for 14% and 10%, respectively, of our total revenue for
2018 (2017 — Cisco Systems (18%) and Juniper Networks (13%); 2016 — Cisco Systems (19%) and Juniper Networks (11%)),
in each case from our CCS segment.

Whether any of our customers individually account for more than 10% of our total revenue in any period depends on
various factors affecting our business with that customer and with other customers, including overall changes in demand for our
customers' products, the extent and timing of new program wins, follow-on business, program completions or losses, the phasing
in or out of programs, the relative growth rate or decline of our business with our various customers, price competition and changes
in our customers' supplier base or supply chain strategies, and the impact of seasonality on our business.

We are dependent to a significant degree upon continued revenue from our largest customers. We generally enter into
master supply agreements with our customers that provide the framework for our overall relationship. These agreements typically
do not guarantee a particular level of business or fixed pricing. Instead, we bid on a program-by-program basis and typically receive
customer purchase orders for specific quantities and timing of products. There can be no assurance that revenue from any of our
major customers will continue at historical levels or will not decrease in absolute terms or as a percentage of total revenue. A
significant revenue decrease or pricing pressures from these or other customers, or a loss of a major customer or program, could
have a material adverse impact on our business, our operating results and our financial position. Changes in the types of product
or services we provide to our customers in a particular period may also adversely impact our margins and operating results for
such period. For example, providing a relatively higher concentration of fulfillment services (which commenced in 2017 as
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compared to prior years) negatively impacts our operating results for our CCS segment, as our fulfillment services generally have
significantly lower margins than our traditional value-added services in that segment. Some of our customer agreements require
us to provide specific price reductions to our customers over the term of the contracts, which has significantly impacted revenue
and margins in our CCS segment. In addition, as longer-term contracts are becoming more prevalent, we anticipate that these
adverse effects will increasingly impact our business in future periods.

In the EMS industry, customers may cancel contracts and volume levels can be changed or delayed. Customers may also
shift business to a competitor or bring programs in-house to improve their own utilization or to adjust the concentration of their
supplier base to manage supply continuity risk, or for other reasons. We cannot assure the replacement of completed, delayed,
cancelled or reduced orders with new business. In addition, we cannot assure that any of our current customers will continue to
utilize our services. Changes in demand, order cancellations, and changes or delays in production could have a material adverse
impact on our results of operations and working capital performance, including requiring us to carry higher than expected levels
ofinventory. Materials constraints, primarily impacting our CCS segment (which commenced in 2017 and are expected to continue)
can also cause delays in production and could have a material adverse impact on our operations and our inventory levels. In addition,
in any given quarter, we can experience quality and process variances related to materials, testing or other manufacturing or supply
chain activities. Although we were successful in resolving the majority of such issues that arose in 2018, the existence of these
variances could have a material adverse impact on the demand for our services in future periods from any affected customers,
which could in turn have a material adverse effect on our business and operating results. Order cancellations and delays could also
lower our asset utilization, resulting in lower margins. Significant period-to-period changes in margins can also result if new
program wins or follow-on business are more competitively priced than past programs. In addition, customers from time to time
shift programs to us from other service providers, including some for lower complexity, light touch programs that are aggressively
priced, which can adversely impact future operating results.

Gross profit:

The following table shows gross profit and gross margin (gross profit as a percentage of total revenue) for the periods
indicated:

Year ended December 31

2016 2017 2018
(restated) (restated)
Gross pI'Oﬁt (lll l’l’lilliOIlS) $ 429.6 $ 418.5 $ 430.5
Gross margin 7.1% 6.8% 6.5%

Gross profit for 2018 increased 3%, or $12.0 million, compared to 2017. The increase in gross profit was attributable to
higher revenue levels in both our CCS and ATS segments. Despite the increase in revenue for 2018, gross margin decreased from
6.8% in 2017 to 6.5% for 2018. The decrease in gross margin resulted primarily from unfavorable changes in overall program mix
(including as a result of demand softness in our capital equipment business), increased pricing pressures primarily in our CCS
segment, approximately $10 million in higher provisions we recorded for certain aged inventory during 2018 (Inventory Provisions),
and the recognition of a $1.6 million fair value adjustment with respect to the inventory acquired from Atrenne (Atrenne FVA)
through cost of sales in the second quarter of 2018. The Inventory Provisions for 2018 of $13.5 million (2017 — $3.3 million)
resulted primarily from an increase in our overall aged inventory levels, more than half of which related to customers in our ATS
segment. These negative impacts more than offset the increase in gross profit in 2018 as compared to 2017 described above.

Gross profit for 2017 decreased 3% compared to 2016. Gross margin decreased from 7.1% in 2016 to 6.8% in 2017.
Gross profit and gross margin for 2017 were negatively impacted by unfavorable changes in program mix, increased pricing
pressures and higher ramping costs, offset in part by margin improvements in our ATS segment. During 2017, our CCS segment
faced increased pricing pressures, and was also negatively impacted by a higher concentration than in 2016 of new programs,
including fulfillment services, that contributed significantly lower gross profit than our historical full-service traditional EMS
programs. We also incurred additional ramping costs with respect to new programs, including aerospace and defense programs,
as well as programs that required the establishment of infrastructures in multiple jurisdictions. Gross profit and gross margin
attributable to our ATS segment businesses in 2017 increased compared to the prior year, as a result of increases in each of our
semiconductor and former solar businesses (the latter as a result of lower provisions recorded in 2017), offset in part by the
completion of consumer programs which benefited gross margin in 2016. The gross margin for our former solar business was
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negatively impacted in 2016 by higher provisions (accounting for 15 basis points in 2016), primarily to write-down the carrying
value of our solar panel inventory to then-recoverable amounts).

In general, multiple factors cause gross margin to fluctuate including, among others: volume and mix of products or
services; higher/lower revenue concentration in lower gross margin products and businesses; pricing pressures; contract terms and
conditions; production management; utilization of manufacturing capacity; changing material and labor costs, including variable
labor costs associated with direct manufacturing employees; manufacturing and transportation costs; start-up and ramp-up activities;
new product introductions; disruption in production at individual sites, including as a result of program transfers; cost structures
at individual sites; foreign exchange volatility; and the availability of components and materials. Our gross profit and SG&A
(discussed below) are also impacted by the level of variable compensation expense (including awards under our incentive and
stock-based compensation plans) we record in each period.

Selling, general and administrative expenses:

SG&A for 2018 of $219.0 million (3.3% of total revenue) increased $15.8 million compared to $203.2 million (3.3% of
total revenue) for 2017, primarily due to higher variable expenses, including $3.2 million in higher employee stock-based
compensation expense (described below) in 2018, and $10.5 million in SG&A attributable to acquisitions completed in 2018.

SG&A for 2017 of 203.2 million (3.3% of total revenue) decreased $7.9 million compared to $211.1 million (3.5% of
total revenue) for 2016, primarily due to $2.5 million of lower foreign exchange losses, $2.5 million of lower stock-based
compensation expense in 2017 (discussed below), and lower variable expenses, including costs associated with our Organizational
Design (OD) initiative incurred in 2017 compared to 2016. As part of the wind down of our solar panel business, we recorded a
provision of $0.5 million in SG&A expenses during the second quarter of 2017 to write down our solar accounts receivable,
primarily as a result of a solar customer's bankruptcy.

Segment income and margin:

Segment performance is evaluated based on segment revenue (set forth above), segment income and segment margin
(segment income as a percentage of segment revenue). Revenue is attributed to the segment in which the product is manufactured
or the service is performed. Segment income is defined as a segment’s net revenue less its cost of sales and its allocable portion
of selling, general and administrative expenses and research and development expenses (collectively, Segment Costs). Identifiable
Segment Costs are allocated directly to the applicable segment while other Segment Costs, including indirect costs and certain
corporate charges, are allocated to our segments based on an analysis of the relative usage or benefit derived by each segment
from such costs. Segment income excludes finance costs (net of refund interest, when applicable), amortization of intangible assets
(excluding computer software), employee stock-based compensation expense, other solar charges, the Atrenne FVA (recognized
in the second quarter of 2018), and net restructuring, impairment and other charges (recoveries) (each of which exclusions is
quantified herein) as these costs and charges are managed and reviewed by our CEO at the company level. Net restructuring,
impairment and other charges (recoveries) include, in applicable periods, restructuring charges (recoveries), impairment charges
(recoveries), acquisition-related consulting, transaction and integration costs (Acquisition Costs), legal settlements (recoveries),
Toronto transition costs (recoveries), and the accelerated amortization of unamortized deferred financing costs (as described under
“Non-IFRS measures” below). See the reconciliation of segment income to our earnings before income taxes in note 25 to the
2018 AFS. Our segments do not record inter-segment revenue. Although segment income and segment margin are used to evaluate
the performance of our segments, we may incur operating costs in one segment that may also benefit the other segment. Our
accounting policies for segment reporting are the same as those applied to the company as a whole.

The following table shows segment income (in millions) and segment margin for the periods indicated:

Year ended December 31

Segment income and segment margin: 2016 2017 2018
Segment Segment Segment
Margin Margin Margin
ATS segment $ 739 38% $ 96.8 49% § 1025 4.6%
CCS segment 1493 3.6% 1204 2.9% 111.4 2.5%

ATS segment income for 2018 increased $5.7 million (6%) compared to 2017. ATS segment margin decreased from 4.9%
in2017to 4.6% in 2018. The increase in ATS segment income for 2018 was primarily due to higher ATS segment revenue in 2018,
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as described above, including higher year-over-year revenue in our capital equipment business, primarily during the first half of
2018. The decrease in ATS segment margin was attributable primarily to the weaker than expected demand from our capital
equipment business (primarily with respect to our semiconductor customers) in the second half of 2018, resulting in operating
losses in this business in Q4 2018 in the mid-single digit million dollar range, due to the high level of associated fixed costs, which
more than offset segment margin improvement from acquisitions and new ATS programs in other businesses. We expect the demand
softness in our capital equipment business to continue into 2019, and have estimated a single digit million dollar operating loss in
this business for the first quarter of 2019.

ATS segment income for 2017 increased $22.9 million (31%) compared to 2016. ATS segment margin increased from
3.8% in 2016 to 4.9% in 2017. Despite ATS revenue for 2017 being relatively flat compared to 2016, ATS segment income and
margin for 2017 increased primarily due to increases in each of our capital equipment and former solar businesses (the latter as a
result of approximately $10 million in lower inventory provisions recorded in 2017 compared to 2016), offset in part by the
completion of consumer programs which benefited segment margin in 2016.

CCS segment income for 2018 decreased $9.0 million (7%) compared to 2017. CCS segment margin decreased from
2.9% in 2017 to 2.5% in 2018. Despite the increase in our overall CCS segment revenue for 2018 as compared to 2017, CCS
segment income and margin for 2018, as compared to 2017, were negatively impacted by increased pricing pressures from some
of our significant customers, unfavorable changes in program mix, including a higher concentration of lower margin business
compared to the prior year (particularly in the first quarter of 2018), and the Inventory Provisions recorded in 2018 (discussed
above). These decreases were partially offset by CCS segment income contributions from our JDM business in 2018 as compared
to the prior year. The performance of our CCS segment in recent periods resulted in the implementation of our CEI in October
2017 (and related restructuring actions) in order to reduce our cost structure (see “Other charges” below). In addition, as part of
our strategy to diversify our business and improve shareholder returns, we commenced the CCS Review in the second half of
2018, with the intention of addressing under-performing programs. See "Overview — Celestica's business" above for a discussion
of our CCS Review, as well as anticipated impacts of this review on our operations and financial results.

CCS segment income for 2017 decreased $28.9 million (19%) compared to 2016. CCS segment margin decreased from
3.6% in 2016 t0 2.9% in 2017. Despite the increase in our CCS segment revenue for 2017 compared to 2016, CCS segment income
and margin for 2017, as compared to 2016, were negatively impacted by unfavorable changes in program mix, increased pricing
pressures and higher ramping costs. During 2017, our CCS segment faced increased pricing pressures, and was also negatively
impacted by a higher concentration than in 2016 of new programs, including fulfillment services, that contributed significantly
lower gross profit than our historical full-service traditional EMS programs.

Stock-based compensation:

Our employee stock-based compensation expense, which excludes deferred share unit (DSU) expense, varies each period.
The portion of our expense that relates to performance-based compensation generally varies depending on our level of achievement
of pre-determined performance goals and financial targets. In 2018, we recorded employee stock-based compensation expense of
$14.7 million (2017 — $14.6 million; 2016 —$15.0 million) in cost of sales and $18.7 million (2017 — $15.5 million; 2016 —
$18.0 million) in SG&A.

The following table shows employee stock-based compensation for the periods indicated:

Year ended December 31
2016 2017 2018
Employee stock-based compensation (in millions) $ 33.0 % 301 $ 33.4

Compared to 2017, our employee stock-based compensation expense for 2018 increased by $3.3 million, reflecting $2.4
million in higher reversals we recorded during 2017 in connection with forfeited awards, and additional expenses related to new
grants made during 2018 as compared to 2017.
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Compared to 2016, our employee stock-based compensation expense for 2017 decreased by $2.9 million, (predominately
through SG&A), primarily due to lower adjustments recorded in 2017 to reflect the reduced level of achievement related to our
performance based compensation. In addition, the increase in forfeited awards during 2017 decreased our stock-based compensation
by a further $2.4 million in 2017, which offset a $2.0 million increase in the accelerated recognition of stock-based compensation
expense for employees eligible for retirement in 2017.

Management currently intends to settle all outstanding RSUs and PSUs with subordinate voting shares purchased in the
open market by a broker or by issuing subordinate voting shares from treasury. Accordingly, we have accounted for these share
unit awards as equity-settled awards. See “Cash requirements” below.

In 2018, we recorded DSU expense of $2.0 million (2017 — $2.2 million; 2016 — $2.1 million) through SG&A. During
2017, we paid $1.7 million in cash to a director that resigned in July 2017 to settle his outstanding DSUs, and we settled the
outstanding DSUs of a director that resigned in November 2017 with 14,098 subordinate voting shares that we purchased in the
open market, in each case in accordance with the provisions of the Directors' Share Compensation Plan.

Other charges:
(1) Restructuring charges:
We have recorded the following restructuring charges for the periods indicated (in millions):

Year ended December 31
2016 2017 2018
Restructuring charges $ 319 $ 289 S 35.4

We perform ongoing evaluations of our business, operational efficiency and cost structure, and implement restructuring
actions as we deem necessary. In connection therewith, we are currently implementing restructuring actions under the CEI,
including actions related to our CCS Review and anticipated continued demand softness in our capital equipment business. This
initiative includes reductions to our workforce, as well as the potential consolidation of certain sites to better align capacity and
infrastructure with current and anticipated customer demand, related transfers of customer programs and production, re-alignment
of business processes, management reorganizations, and other associated activities. We continue to estimate total restructuring
charges for the CEI to be within the previously disclosed range of between $50.0 million and $75.0 million, however we are
extending the program by six months and expect the remainder of the charges to be recorded by the end of 2019. We have recorded
$43.4 million in restructuring charges from the commencement of our CEI through the end of 2018, including the $35.4 million
of restructuring charges recorded in 2018. The majority of the charges through December 31,2018 pertained to workforce reductions
at sites associated primarily with our CCS segment.

We recorded restructuring charges of $35.4 million in 2018, consisting of cash charges of $35.2 million, primarily for
consultant costs, employee and lease termination costs, and non-cash charges of $0.2 million, representing losses on the sale of
surplus equipment. Our restructuring provision at December 31,2018 was $10.3 million, the majority of which we currently expect
to pay in 2019. All cash outlays have been, and the balance is expected to be, funded with cash on hand.

We recorded restructuring charges of $28.9 million in 2017, consisting of cash charges of $25.1 million, comprised of
employee termination costs resulting from the implementation of our previous OD and Global Business Services (GBS) initiatives
(each of which were completed in 2017, and pertained to both of our segments), as well as from the rationalization of our operations
in the third quarter of 2017, and $8.0 million of charges in connection with our CEI (described above) in the fourth quarter of
2017, as well as net non-cash impairment charges of $3.8 million to write down the carrying value of our solar panel manufacturing
equipment (in our ATS segment) to its fair value less costs of disposal, based on executed sales agreements (2017 Solar Write-
down). Our restructuring provision at December 31, 2017 was $12.7 million, comprised primarily of employee termination costs,
which were paid with cash on hand.

Our aggregate restructuring charges of $31.9 million for 2016 consisted of cash charges of $10.7 million, primarily for

employee termination costs relating to our GBS and OD initiatives, as well as our solar panel manufacturing and other exited
operations, and non-cash charges of $21.2 million, to write down certain plant assets and equipment to recoverable amounts,
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including $19.0 million related to our solar panel manufacturing equipment at our two locations (2016 Solar Write-down). The
majority of these charges were associated with our ATS segment. See note 4 of our 2018 AFS for a description of our decision in
the fourth quarter of 2016 to exit the solar panel manufacturing business, and associated write-downs of assets. Our restructuring
provision at December 31, 2016 was $6.6 million, comprised primarily of employee termination costs, which were all paid with
cash on hand.

We may also propose additional future restructuring actions or divestitures as a result of changes in our business, the
marketplace and/or our exit from less profitable, under-performing, non-core or non-strategic operations. In addition, an increase
in the frequency of customers transferring business to our EMS competitors, changes in the volumes they outsource, pricing
pressures, or requests to transfer their programs among our sites or to lower-cost locations, may also result in our taking future
restructuring actions. We may incur higher operating expenses during periods of transitioning programs within our network or to
our competitors. Any such restructuring activities, if undertaken at all, could adversely impact our operating and financial results,
and may require us to further adjust our operations.

The recognition of restructuring charges requires us to make certain judgments and estimates regarding the nature, timing
and amounts associated with our restructuring actions. See note 2(m) to our 2018 AFS.

(1) Asset impairment:

We review the carrying amounts of goodwill, intangible assets and property, plant and equipment whenever events or
changes in circumstances (triggering events) indicate that the carrying amount of such assets (or the related CGU or group of
CGUs) may exceed their recoverable amount. If any such indication exists, we test the carrying amount of such assets or CGUs
for impairment. In addition to an assessment of triggering events during the year, we conduct an annual goodwill impairment
assessment (Annual Impairment Assessment) of our CGUs with goodwill in the fourth quarter of the year to correspond with our
annual planning cycle. Judgment is required in the determination of our CGUs and whether events or changes in circumstances
during the year are indicators that a review for impairment should be conducted. We recognize an impairment loss when the carrying
amount of an asset, CGU or a group of CGUs exceeds its recoverable amount, which is measured as the greater of its expected
value-in-use and its fair value less costs of disposal. We did not identify any triggering event during the course of 2018 indicating
that the carrying amount of our assets or CGUs may not be recoverable. In the fourth quarter of 2018, we performed our Annual
Impairment Assessment of our CGUs with goodwill and determined that there was no goodwill impairment as the recoverable
amount of such CGUs exceeded their respective carrying values as of December 31, 2018.

We did not identify any triggering event during the course of 2017 indicating that the carrying amount of our assets or
CGUs may not be recoverable, other than with respect to our exit from the solar panel manufacturing business. In connection
therewith, we recorded the 2017 Solar Write-down (through restructuring charges). In the fourth quarter of 2017, we performed
our Annual Impairment Assessment of our CGUs with goodwill and determined that there was no impairment as the recoverable
amount of such CGUs exceeded their respective carrying values as of December 31, 2017.

We did not identify any triggering event during the course of 2016 indicating that the carrying amount of our assets or
CGUs may not be recoverable, other than the 2016 Solar Write-down (recorded through restructuring charges). In the fourth quarter
0f2016, we performed our Annual Impairment Assessment of our CGUs with goodwill and determined that there was no impairment
as the recoverable amount of such CGUs exceeded their respective carrying values as of December 31, 2016.

The process of determining the recoverable amount of an asset, CGU or group of CGUs is subjective and requires
management to exercise significant judgment in estimating future growth, profitability, and discount and terminal growth rates,
among other factors. Where applicable, including with respect to the 2017 Solar Write-down and the 2016 Solar Write-down, we
engage independent brokers to obtain market prices to estimate our real property and other asset values. The assumptions used in
each of our 2017 and 2016 interim impairment assessments were determined based on past experiences adjusted for expected
changes in future conditions. See note 9 of our 2018 AFS for a discussion of how we determine our cash flow projections for our
impairment assessments, as well as the cash flow projection periods, growth rates, and discount rates used in our Annual Impairment
Assessments for each of 2018, 2017 and 2016.
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Our goodwill balance is allocated to the following CGUs (in millions):

December 31
2016 2017 2018
Capital equipment $ 195 § 1958 1307
A&D @ 3.7 3.7 3.7
Atrenne ® — — 64.0

$ 232§ 232§ 1984

(1) Consists of: (i) in 2018, $111.2 million of goodwill attributable to our acquisition of Impakt, and $19.5 million attributable to a prior acquisition (Prior
Goodwill); and (ii) in 2017 and 2016, the Prior Goodwill.

2) Consists of $3.7 million of goodwill attributable to our acquisition of Karel completed in 2016.

3) Consists of $64.0 million of goodwill attributable to our acquisition of Atrenne completed in 2018.

As part of our goodwill assessment, we also perform sensitivity analyses for the relevant CGUs in order to identify the
impact of changes in key assumptions, including projected growth rates, profitability, and discount and terminal growth rates. We
did not identify any key assumptions where a reasonable possible change would result in material impairments to the above goodwill
balances in any of 2016, 2017 or 2018. Impairment assessments inherently involve judgment as to assumptions about expected
future cash flows and the impact of market conditions on those assumptions. Future events and changing market conditions may
impact our assumptions as to prices, costs or other factors that may result in changes in our estimates of future cash flows. Failure
to realize the assumed revenues at an appropriate profit margin of a CGU could result in impairment losses in such CGU in
future periods.

(iii) Pension annuity purchases:

In March 2017, the Trustees of our U.K. Main pension plan entered into an agreement with a third party insurance company
to purchase an annuity for participants in such plan who have retired. The purchase of this annuity resulted in a non-cash loss of
$17.0 million which we recorded in other comprehensive income (OCI) and simultaneously re-classified to deficit during the first
quarter of 2017. In April 2017, the Trustees of our U.K. Supplementary pension plan entered into an agreement with a third party
insurance company to purchase an annuity for all participants of this plan, all of whom are retired. The purchase of this annuity
resulted in a non-cash loss of $1.9 million, which we recorded during the second quarter of2017 in other charges in our consolidated
statement of operations, as we anticipate winding up this plan during the first half of 2019 (see note 16 of our 2018 AFS). In June
2018, the Trustees of the U.K. Main pension plan entered into an agreement with a third party insurance company to purchase an
annuity for participants in such plan who have not yet retired. The purchase of this annuity resulted in a non-cash loss of $63.3
million during the second quarter of 2018 which we recorded in OCI and simultaneously re-classified to deficit. The cost of the
annuities are generally subject to true-up adjustments, and we may be required to pay additional premium amounts to the insurance
company after completion of data verification of the participants.

(iv) Toronto transition costs:

In 2018, we recorded $13.2 million of such transition costs (2017 — $1.6 million), consisting primarily of utility costs
related to idle premises, depreciation charges and personnel costs incurred in the operation of duplicate production lines in advance
of the transition, duplicate rent expenses, and relocation costs. See "Liquidity — Toronto Real Property and Related Transactions"
below for a discussion of the sale of our Toronto real property and related relocations, including transition and capital costs incurred
through December 31, 2018 and expected in connection therewith. See "Recent developments — Toronto Real Property and
Related Transactions Update" above for a discussion of the consummation of this transaction.

(v) Accelerated amortization of unamortized deferred financing costs:

During the second quarter of 2018, we recorded a $1.2 million charge to accelerate the amortization of unamortized
deferred financing costs related to the extinguishment of the Prior Facility in June 2018.
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(vi) Other:

During 2018, we recorded $11.0 million (2017 — $4.5 million; 2016 — $1.4 million) in Acquisition Costs. See note 3
of our 2018 AFS. Additionally, during 2017 and 2016, we received recoveries of damages of $1.1 million and $12.0 million,
respectively, in connection with the settlement of class action lawsuits in which we were a plaintiff, related to certain purchases
we made in prior periods. These recoveries were partially offset by costs we recorded in each year for unrelated legal matters.

Refund interest income in 2016:

In 2016, we received refund interest income totaling $14.3 million in connection with the resolution of certain previously
disputed tax matters. See “Income taxes” below.

Income taxes:

For 2018, we had a net income tax recovery of $17.0 million on earnings before tax of $81.9 million, compared to a net
income tax expense of $27.6 million on earnings before tax of $133.1 million for 2017 and a net income tax expense of $24.7
million on earnings before tax of $163.0 million for 2016.

Our net income tax recovery for 2018 of $17.0 million was favorably impacted by the recognition of $3.7 million and
$49.6 million of previously unrecognized deferred tax assets in our U.S. group of subsidiaries as a result of our acquisitions of
Atrenne and Impakt, respectively (the benefit pertaining to Impakt is referred to as the Impakt Benefit), which partially offset the
$56.6 million in net deferred tax liabilities that arose in connection with such acquisitions, as well as the reversal of $6.0 million
of previously accrued Mexican taxes (described below). These favorable impacts were offset, in part, by adverse taxable foreign
exchange impacts resulting from the weakening of the Malaysian ringgit and Chinese renminbi relative to the U.S. dollar, our
functional currency (Currency Impacts). Our functional and reporting currency is the U.S. dollar; however, our income tax expense
is based primarily on taxable income determined in the currency of the country of origin. As a result, foreign currency translation
differences impact our income tax expense from period to period. During the second quarter of 2018, we received a favorable
conclusion to our application for a bi-lateral advance pricing arrangement (BAPA) between the United States and Mexican tax
authorities, and reversed $6.0 million of Mexican income taxes previously accrued to reflect the approved BAPA terms.

Our net income tax expense for 2017 of $27.6 million was favorably impacted by the recognition of a $4.3 million deferred
income tax benefit (Solar Benefit) related to our solar assets (discussed below), as well as taxable foreign exchange benefits
resulting from the strengthening of the Malaysian ringgit and Chinese renminbi relative to the U.S. dollar, which was offset in part
by $4.0 million in deferred income tax expense related to taxable temporary differences associated with the then-anticipated
repatriation of undistributed earnings from certain of our Chinese subsidiaries, and a $2.0 million deferred income tax expense
related to recently enacted U.S. Tax Reform (discussed below). In connection with our exit from the solar panel manufacturing
business, we withdrew one of our tax incentives in Thailand (which related solely to such operations) during the second quarter
of 2017. The withdrawal of this incentive allowed us to apply tax losses arising from the disposition of our solar assets against
other taxable profits in Thailand, resulting in the recognition of the Solar Benefit in 2017 and ultimately realized in 2018.

The U.S. Tax Reform was enacted on December 22, 2017 and became effective January 1, 2018. We believe that we
recorded all significant one-time impacts resulting from enactment of the U.S. Tax Reform in the fourth quarter of 2017 (consisting
of a non-cash increase to our deferred income tax expense of $2.0 million), but will continue to assess additional impacts, if any,
throughout 2019 as they become known due to changes in our interpretations and assumptions, as well as applicable changes in
our business and additional regulatory guidance that may be issued. No significant amounts resulting from the U.S. Tax Reform
were recorded in 2018. Based on currently available information, we estimate that the U.S. Tax Reform may have an annual adverse
impact on our tax expense of approximately $1 million starting in 2019.

Our net income tax expense for 2016 of $24.7 million was favorably impacted by a reversal of provisions previously
recorded for tax uncertainties related to the final reassessments and settlement of tax accounts in connection with the resolution
of a transfer pricing matter for one of our Canadian subsidiaries. In connection therewith, we recorded aggregate income tax
recoveries of $45 million Canadian dollars (approximately $34 million at the exchange rates at the time of recording), as well as
aggregate refund interest income of $14.3 million. Our net income tax expense for 2016 was negatively impacted by withholding
taxes of $1.5 million pertaining to the repatriation of $50.0 million from a U.S. subsidiary, deferred income tax expense of $8.0
million related to taxable temporary differences associated with the then-anticipated repatriation of undistributed earnings from
certain of our Chinese subsidiaries, as well as adverse Currency Impacts of $7.3 million. There was no tax impact recorded in
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2016 associated with the $21.2 million in non-cash impairment charges (recorded through restructuring), however, as discussed
above, we recorded the Solar Benefit of $4.3 million in 2017, which was ultimately realized in 2018.

We conduct business operations in a number of countries, including countries where tax incentives have been extended
to encourage foreign investment or where income tax rates are low. Our effective tax rate can vary significantly from period to
period for various reasons, including as a result of the mix and volume of business in various tax jurisdictions, and in jurisdictions
with tax holidays and tax incentives that have been negotiated with the respective tax authorities (see discussion below). Our
effective tax rate can also vary as a result of restructuring charges, foreign exchange fluctuations, operating losses, cash repatriations,
certain tax exposures, the time period in which losses may be used under tax laws and whether management believes it is probable
that future taxable profit will be available to allow us to recognize deferred income tax assets.

Certain countries in which we do business grant tax incentives to attract and retain our business. Our tax expense could
increase significantly if certain tax incentives from which we benefit are retracted. A retraction could occur if we fail to satisfy the
conditions on which these tax incentives are based, or if they are not renewed or replaced upon expiration. Our tax expense could
also increase if tax rates applicable to us in such jurisdictions are otherwise increased, or due to changes in legislation or
administrative practices. Changes in our outlook in any particular country could impact our ability to meet the required conditions.

We have multiple income tax incentives in Thailand with varying exemption periods. These incentives initially allow for
a 100% income tax exemption (including distribution taxes), which after eight years transition to a 50% income tax exemption
for the next five years (excluding distribution taxes). Upon full expiry of each of the incentives, taxable profits associated with
such expired tax incentives become fully taxable. As a result of our exit from the solar panel manufacturing business, we withdrew
our tax incentive related to our solar panel manufacturing operations in Thailand during the second quarter of 2017 (see above).
One of our remaining three Thailand tax incentives expires in 2019, another expires in 2020, and the third incentive will transition
to the 50% exemption in 2022, and expire in 2027. Upon expiry of the first tax incentive in 2019, we estimate an additional annual
tax expense of approximately $1.5 million based on current levels of profit, without accounting for the potential to shift certain
Thailand production to incentives that do not expire in 2019.

In certain jurisdictions, primarily in the Americas and Europe, we currently have significant net operating losses and other
deductible temporary differences, which we expect will be used to reduce taxable income in these jurisdictions in future periods,
although not all are currently recognized as deferred tax assets.

We develop our tax filing positions based upon the anticipated nature and structure of our business and the tax laws,
administrative practices and judicial decisions currently in effect in the jurisdictions in which we have assets or conduct business,
all of which are subject to change or differing interpretations, possibly with retroactive effect. We are subject to tax audits of
historical information by tax authorities in various jurisdictions which could result in additional tax expense in future periods
relating to prior results. Reviews by tax authorities generally focus on, but are not limited to, the validity of our inter-company
transactions, including financing and transfer pricing policies which generally involve subjective areas of taxation and a significant
degree of judgment. Any such increase in our income tax expense and related interest and/or penalties could have a significant
adverse impact on our future earnings and future cash flows.

In 2017, the Brazilian Ministry of Science, Technology, Innovation and Communications (MCTIC) issued assessments
seeking to disqualify certain amounts of research and development (R&D) expenses for the years 2006 to 2009, which entitled
our Brazilian subsidiary (which ceased operations in 2009) to charge reduced sales tax levies to its customers. The assessments
against our Brazilian subsidiary (including interest and penalties) total approximately 39 million Brazilian real (approximately
$10 million at year-end exchange rates) for such years. Although we cannot predict the outcome of this matter, we believe that
our R&D activities for the period are supportable, and it is probable that our position will be sustained upon full examination by
the appropriate Brazilian authorities and, if necessary, upon consideration by the Brazilian judicial courts. Our position is supported
by our Brazilian legal advisers.

The successful pursuit of assertions made by any taxing authority could result in our owing significant amounts of tax,
interest and possibly penalties. We believe we adequately accrue for any probable potential adverse tax ruling. However, there can
be no assurance as to the final resolution of any claims and any resulting proceedings. If any claims and any ensuing proceedings
are determined adversely to us, the amounts we may be required to pay could be material, and could be in excess of amounts
accrued.
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Net earnings.

Net earnings for 2018 decreased $6.6 million compared to 2017. The decrease was primarily due to $24.0 million in
higher other charges (primarily restructuring charges, Acquisition Costs and Toronto transition costs), $14.3 million in higher
finance costs, (see "Liquidity — Cash provided by (used in) financing activities" below) and $6.5 million in higher amortization
of intangibles in 2018 as compared to the prior year, offset in part by $44.6 million in lower income taxes in 2018 compared to
2017 (primarily due to the $49.6 million Impakt Benefit).

Net earnings for 2017 decreased $32.8 million compared to 2016. The decrease was primarily due to lower gross profit
in 2017, as well as the receipt of legal recoveries ($12.0 million) and refund interest income ($14.3 million) that benefited 2016
compared to 2017.

Acquisition Activity and Program Transfer:

In November 2016, we acquired the business assets of Karel. The Karel acquisition supported our strategy to accelerate
our growth in the aerospace and defense market through the addition of value-add capabilities and services. In 2018, we completed
the acquisitions of Atrenne and Impakt. See “Overview — Recent developments™ above. Our acquisitions of Karel, Atrenne and
Impakt pertain to our ATS segment.

In September 2017, one of our existing acrospace and defense customers outsourced certain operations to us under a 10-
year “operate-in-place” agreement, pursuant to which we provide manufacturing and after-market repair services for
electromechanical and electronic assemblies across a wide array of technologies at such customers' site. This agreement further
expanded our relationship with this customer, enhanced our ability to provide end-to-end product lifecycle solutions to our
customers, and supported our strategy of growing our acrospace and defense business.

We may, at any time, be engaged in ongoing discussions with respect to possible acquisitions or strategic transactions
that could expand our revenue base and/or service offerings, increase our penetration in various industries, establish strategic
relationships with new or existing customers, enhance our competitiveness, and/or enhance our global supply chain network. There
can be no assurance that any of these discussions will result in a definitive purchase agreement and, if they do, what the terms or
timing of any such agreement would be. There can also be no assurance that any acquisition or other strategic transactions will be
successfully integrated or will generate the returns we expect. We may fund acquisitions from cash on hand, third-party borrowings,
the issuance of securities, or a combination thereof.

Liquidity and Capital Resources
Liquidity

The following tables set forth key liquidity metrics for the periods indicated (in millions):

December 31
2016 2017 2018
Cash and cash equivalents $ 5572 $ 5152 § 422.0
Borrowings under credit facility 227.5 187.5 757.3
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Year-ended December 31

2016 2017 2018
(restated)* (restated)*

Cash provided by operating activities $ 1733 $ 127.0 $ 33.1
Cash used in investing activities (64.0) (89.3) (545.6)
Cash generated from (used in) financing activities (97.4) (79.7) 4193
Changes in non-cash working capital items (included in operating activities above):

A/R § (134.6) $ (63) $ (1554
Inventories (61.5) (139.6) (224.0)
Other current assets (5.3) (2.0) 7.6
A/P, accrued and other current liabilities and provisions 75.4 51.8 227.0
Working capital changes $ (126.0) $ (96.1) $§ (144.8)

* Restated to reflect the impact of our adoption of IFRS 15 as of January 1, 2018 on net earnings and changes in non-cash working capital.
Cash provided by operating activities:

In 2018, we generated $33.1 million of cash from operating activities compared to $127.0 million in 2017. The decrease
of $93.9 million was primarily due to a $48.7 million increase in working capital requirements and $51.2 million in lower earnings
before income taxes in 2018 as compared to 2017. Higher working capital requirements for 2018 as compared to the prior year
were driven primarily by increases in accounts receivable ($149.1 million) and inventory ($84.4 million) balances, offset in part
by increases in accounts payable balances ($175.2 million). Although part of the $84.4 million in additional inventory in 2018
compared to 2017 was required to support new program ramps, we experienced demand reductions from certain of our customers
in each of our segments, as well as materials constraints primarily from CCS segment suppliers during 2018, each of which resulted
in us carrying higher than expected levels of inventory at December 31, 2018 compared to 2017. We anticipate that these market
conditions will continue to adversely impact us in 2019. The increases in accounts receivable for 2018 as compared to 2017
generally reflect the higher amounts and timing of revenue earned during 2018. The increase in accounts payable reflects increased
inventory purchases during 2018.

In 2017, we generated $127.0 million of cash from operating activities compared to $173.3 million in 2016. The decrease
was primarily due to the income tax refund of $52 million related to the resolution of certain tax matters we received in the fourth
quarter of 2016 (See “Operating results — Income taxes” above), and the decrease in net earnings in 2017 as compared to 2016,
offset in part by $29.9 million in lower working capital requirements in 2017 as compared to 2016. Lower working capital
requirements in 2017 were primarily due to improvements in A/R from the prior year ($128.3 million), offset in part by higher
inventory levels ($78.1 million). Cash generated from accounts receivable improved compared to 2016, primarily due to lower
revenue levels in the fourth quarter of 2017 compared to the same period in 2016, as well as $30.0 million of additional accounts
receivable sold under our A/R sales program in 2017 compared to 2016, which we used as an alternative to drawing on our Prior
Revolver. Our inventory levels increased compared to 2016, in part to support our new program ramps, but also as a result of
demand volatility in our CCS segment, including late changes from certain customers, as well as materials constraints throughout
2017, all of which resulted in us carrying higher than expected levels of inventory at December 31, 2017 as compared to 2016.

From time to time, we extend payment terms applicable to certain customers, and/or provide longer payment terms when
deemed commercially reasonable. Longer payment terms, which have become more prevalent, could adversely impact our working
capital requirements, and increase our financial exposure and credit risk. Commencing in the fourth quarter of 2016, the payment
terms of one of our significant customers was extended. In connection therewith, we registered for that customer's supplier financing
program (SFP) pursuant to which participating suppliers may sell A/R from such customer to a third-party bank on an uncommitted
basis in order to receive earlier payment. During December 31, 2018, we sold $50.0 million of accounts receivable under this
program (December 31, 2017 — $52.3 million; December 31,2016 — $51.4 million). We utilized the SFP to substantially offset
the effect of the extended payment terms on our working capital for the period. We pay discount charges with respect to this
arrangement, which we record as finance costs in our consolidated statement of operations. Due to our anticipated disengagement
from a portion of this customer's programs in early 2019, we expect to sell a lower amount of A/R under the SFP in future periods.
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Free cash flow (non-IFRS):

Non-IFRS free cash flow is defined as cash provided by or used in operations after the purchase of property, plant and
equipment (net of proceeds from the sale of certain surplus equipment and property), finance lease payments, repayments from a
former solar supplier, and finance costs paid. As a measure of liquidity, and consistent with the inclusion of our Toronto relocation
capital expenditures and transition costs in non-IFRS free cash flow in the periods incurred, we will include the amounts received
from the sale of our Toronto real property, in non-IFRS free cash flow in the period of receipt. Note, however, that non-IFRS free
cash flow does not represent residual cash flow available to Celestica for discretionary expenditures. Management uses non-IFRS
free cash flow as a measure, in addition to IFRS cash provided by or used in operations, to assess our operational cash flow
performance. We believe non-IFRS free cash flow provides another level of transparency to our liquidity. A reconciliation of this
measure to cash provided by (used in) operating activities measured under IFRS is set forth below (in millions):

Year ended December 31

2016 2017 2018
IFRS cash provided by operations $ 1733 § 127.0 $ 33.1
Purchase of property, plant and equipment, net of sales proceeds (63.1) (101.8) (78.5)
Finance lease payments 4.5) (6.5) (17.0)
Repayments from former solar supplier 14.0 12.5 —
Finance costs paid 9.5) (10.2) (36.0)
Non-IFRS free cash flow $ 1102 $ 21.0 $ (98.4)

Our non-IFRS free cash flow of negative $98.4 million for 2018 decreased $119.4 million compared to 2017, primarily
due to lower cash generated from operating activities in 2018 (discussed above) as compared to 2017, as well as the payment of
approximately $13 million of debt issuance costs incurred in connection with the arrangement of our New Credit Facility and New
Term Loans, higher interest costs incurred on our higher borrowings in 2018, and $11.3 million of finance lease payments (including
accrued interest and fees) we made to settle our outstanding solar equipment leases in the first quarter of 2018. These decreases
were offset by $20.4 million in lower capital expenditures in 2018 as compared to 2017 (see “Cash used in investing activities”
below). In addition, 2017 benefited from the repayment of $12.5 million of advances from a former solar supplier.

Our non-IFRS free cash flow of $21.0 million for 2017 decreased $89.2 million compared to 2016, primarily due to lower
cash generated from operating activities in 2017 (discussed above) and $38.5 million of higher capital expenditures in 2017 as
compared to 2016.

Cash used in investing activities:

Our capital expenditures for 2018 were $82.2 million (2017 — $102.6 million; 2016 — $64.1 million), primarily to
enhance our manufacturing capabilities in various geographies and to support new customer programs (with approximately two-
thirds of the equipment additions to support our ATS segment). See footnote (iii) to the "Additional Commitments" table below
for further detail. As a result of the demand volatility experienced with certain CCS segment customers during 2018, and the shift
in production to our other sites due to the impact of newly-imposed tariffs, certain of our planned CCS segment expenditures have
been deferred. Our capital expenditures for 2018 included approximately $15 million in building improvements and new machinery
at our new Toronto manufacturing site. The expenditures in 2017 included expanding one of our production sites in Romania to
support new ATS customers. We fund our capital expenditures from cash on hand. From time-to-time, we receive cash proceeds
from the sale of surplus equipment and property (2018 — $3.7 million; 2017 — $0.8 million; 2016 — $1.0 million).

In 2015, we entered into a supply agreement with a solar supplier (which was terminated in the fourth quarter of 2016)
that included a commitment by us to provide cash advances to help secure our solar cell supply. All such cash advances were
repaid in full by the second quarter of 2017. We received cash advance repayments of $12.5 million from this solar supplier in the
first half of 2017 ($14.0 million in 2016).

In November 2016, we completed the acquisition of Karel. The purchase price of $14.9 million was financed with cash
on hand. In April 2018, we completed the acquisition of Atrenne. The purchase price of $141.7 million was funded with borrowings
under the Prior Revolver. In November 2018, we completed the acquisition of Impakt. The purchase price of $325.4 million was
funded with available borrowings under our New Revolver, $245.0 million of which was repaid with the proceeds of the November
Term Loan. See “Overview — Recent developments.”
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Cash provided by (used in) financing activities.
Share repurchases:

During 2018, we paid $75.5 million (including transaction fees) (2017 — $19.9 million; 2016 — $34.3 million) to
repurchase and cancel 6.8 million subordinate voting shares (2017 —1.9 million; 2016 — 3.2 million) under our 2017 NCIB at a
weighted average price of $11.10 per share (2017 — $10.58; 2016 — $10.69).

During 2018, we paid $22.4 million (including transaction fees) (2017 — $16.7 million; 2016 — $18.2 million) for a
broker's purchase of 2.1 million subordinate voting shares (2017 — 1.4 million; 2016 — 1.6 million) in the open market to satisfy
obligations under our stock-based compensation plans.

Financing:

In June 2018, we entered into the $800.0 million New Credit Facility, which provides for the $350.0 million June Term
Loan that matures in June 2025, and the $450.0 million New Revolver that matures in June 2023. The net proceeds from the June
Term Loan were used to repay all amounts outstanding under our Prior Facility ($175.0 million under the Prior Term Loan and
$163.0 million under the Prior Revolver), which was terminated on such repayment, as well as costs related to the arrangement
ofthe New Credit Facility. In November 2018, we utilized the accordion feature under our New Credit Facility to add the incremental
$250.0 million November Term Loan, maturing in June 2025.

During the second half of 2018, we made two scheduled quarterly principal repayments of $0.875 million under the June
Term Loan. In each quarter of 2016 and 2017, and the first two quarters of 2018, we made scheduled principal repayments of
$6.25 million under the Prior Term Loan. We also made a $15.0 million repayment under the Prior Revolver during the first quarter
of 2017.

During the fourth quarter of 2018, we borrowed $339.5 million under the New Revolver to fund the Impakt acquisition
in November 2018 ($245.0 million of which was repaid with the proceeds from the November Term Loan). During the third quarter
0f 2018, we borrowed $55.0 million under the New Revolver for working capital purposes. During the second quarter of 2018,
we borrowed $163.0 million under the Prior Revolver, primarily to fund the Atrenne acquisition in April 2018, as well as for
working capital requirements.

During 2017, no amounts were borrowed under the Prior Revolver. As at December 31, 2016, the Prior Revolver had a
balance of $15.0 million, which was repaid during the first quarter of 2017.

During 2018, we paid finance costs of $36.0 million (2017 — $10.2 million; 2016 — $9.5 million). During 2018, these
payments included higher interest expense as compared to 2017 due to an increase in borrowings to fund our acquisitions in 2018,
higher fees associated with the increased sale of A/R in 2018 as compared to 2017, and higher interest costs in 2018 as compared
to 2017 due to rising interest rates (as a result of increases in LIBOR). During 2018, finance costs also included approximately
$13 million (2017 — nil; 2016 — nil) of debt issuance costs related to the arrangement of the New Credit Facility and our New
Term Loans.

Finance lease payments:

During 2018, we paid $17.0 million (2017 — $6.5 million; 2016 — $4.5 million) under our finance lease agreements
(see “Cash Requirements” below). Finance lease payments during 2018 included $11.3 million (including fees and accrued interest)
we paid in January 2018 to settle and terminate our solar panel equipment leases in anticipation of the sale of such equipment. At
December 31, 2018, we had a total of $10.4 million finance lease obligations outstanding (December 31,2017 — $17.7 million;
December 31, 2016 — $18.4 million).
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Cash requirements:

We maintain the New Revolver, uncommitted bank overdraft facilities, and an A/R sales program, and we participate in
the SFP, to provide short-term liquidity and to have funds available for working capital and other investments to support our
strategic priorities. See "Capital Resources" below for a discussion of swing line and letter of credit sub-limits under the New
Revolver, as well as the accordion feature of the New Credit Facility. Our working capital requirements can vary significantly
from month-to-month due to a range of business factors, including the ramping of new programs, expansion of our services and
business operations, timing of purchases, higher levels of inventory for new programs and anticipated customer demand, timing
of payments and A/R collections, and customer forecasting variations. The international scope of our operations may also create
working capital requirements in certain countries while other countries generate cash in excess of working capital needs. Moving
cash between countries on a short-term basis to fund working capital is not always expedient due to local currency regulations,
tax considerations, and other factors. To meet our working capital requirements and to provide short-term liquidity, we may draw
on the New Revolver, sell A/R through our A/R sales program or participate in the SFP, while available. The timing and the amounts
we borrow or repay under these facilities can vary significantly from month-to-month depending upon our cash requirements. As
at December 31, 2018, other than ordinary course letters of credit, $159.0 million was outstanding under the New Revolver for
working capital purposes and to partially fund our acquisition of Impakt (December 31, 2017 — nil; December 31, 2016 — other
than ordinary course letters of credit, $15.0 million outstanding under the Prior Revolver). We have also increased the amounts
sold under our A/R sales program in recent years (2018 — $130.0 million; 2017 — $80.0 million; 2016 — $50.0 million), as a
cost-effective alternative to drawing additional amounts on our revolving facility to meet our ordinary course cash requirements.
However, since our A/R sales program and the SFP are both on an uncommitted basis, there can be no assurance that any participant
bank will purchase the accounts receivable we wish to sell to them under these programs. In addition, due to our anticipated
disengagement from a portion of this customer's programs in early 2019, we expect to sell a lower amount of A/R under the SFP
in future periods. See “Capital Resources” below.

We do not believe that the aggregate amounts outstanding under our New Credit Facility as at December 31, 2018
(described under "Capital Resources" below) have had (or will have) a significant adverse impact on our liquidity, our results of
operations or financial condition. Our quarterly principal repayment requirements under the New Credit Facility are $1.5 million
(or $6 million annually) compared to quarterly principal repayments of $6.25 million (or $25 million annually) under our Prior
Facility (see below for a description of required prepayments under the New Credit Facility). We estimate our aggregate interest
expense, based on interest rates and amounts outstanding as of December 31, 2018, and including the impact of our interest rate
swap agreements, to be approximately $10 million per quarter, as compared to approximately $2 million per quarter for 2016 and
2017, based on interest rates and amounts outstanding under the Prior Facility at the applicable year-end. At December 31, 2018,
we had $269.7 million available under our revolving facility for future borrowings, reflecting outstanding borrowings and letters
of credit (December 31, 2017 — $276.8 million available; December 31, 2016 — $259.2 million available). We believe that our
current level of leverage is acceptable for a company of our size and that we will remain in compliance with the financial covenants
under the New Credit Facility. In addition, we believe that cash flow from operating activities, together with cash on hand, remaining
availability under the New Revolver, intra-day and overnight bank overdraft facilities, and cash from the sale of A/R, will continue
to be sufficient to fund our currently anticipated working capital needs and planned capital spending (including the commitments
described elsewhere herein).

Notwithstanding the foregoing, however, our increased indebtedness, together with the mandatory prepayment provisions
ofthe New Credit Agreement (described below), has reduced our ability to fund future acquisitions and/or to respond to unexpected
capital requirements, and will require us to use an increased amount of our cash flow to service such debt, and may also: require
us to pursue additional term loan financing for potential investments, which may not be available on acceptable terms, or at all;
limit our ability to obtain additional financing for working capital, business activities, and other general corporate requirements;
limit our ability to refinance our indebtedness on terms acceptable to us or at all; limit our flexibility to plan for and adjust to
changing business and market conditions, and increase our vulnerability to general adverse economic and industry conditions. In
addition, the New Credit Facility contains restrictive covenants that limit our ability to engage in specified types of transactions
and require us to maintain specified financial ratios (described in "Capital Resources" below). Our ability to meet those financial
ratios will depend on our ongoing financial and operating performance, which, in turn, will be subject to economic conditions and
to financial, market, and competitive factors, many of which are beyond our control. A breach of any of such covenants could
result in a default under the instruments governing such indebtedness.

In addition to required aggregate quarterly principal repayments on the New Term Loans of $1.5 million, commencing
in 2020, we will be required to make an annual prepayment of outstanding obligations under the New Credit Facility (applied first
to the New Term Loans, then to the New Revolver, in the manner set forth in the New Credit Facility) ranging from 0% — 50%
(based on a defined leverage ratio) of specified excess cash flow (as defined in the New Credit Facility) for the prior fiscal year.
Proceeds from the sale of our Toronto real property will be taken into account in the determination of excess cash flow. In addition,
prepayments of outstanding obligations under the New Credit Facility (applied as described above) may also be required in the
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amount of specified net cash proceeds received above a specified annual threshold (including proceeds from the disposal of certain
assets, but excluding the net proceeds from the sale of our Toronto real property). Repaid amounts on the New Term Loans may
not be re-borrowed. Repaid amounts on the New Revolver may be re-borrowed.

Interest expense under the New Credit Facility, based on interest rates and amounts outstanding as at December 31, 2018,
and including the impact of our interest rate swap agreements, is approximately $10 million per quarter. Any increase in prevailing
interest rates, margins, or amounts outstanding, would cause this amount to increase (see discussion below). We also recorded $0.5
million of quarterly non-cash charges in Q4 2018 to amortize the $13.4 million in deferred financing costs incurred in connection
with the arrangement of the New Credit Facility and New Term Loans. Commitment fees paid during 2018 were $1.3 million
(2017 — $1.3 million; 2016 — $1.4 million).

We may use cash on hand, issue debt (including convertible debt) or equity securities, or further increase our levels of
third-party indebtedness to fund operations and/or make additional acquisitions (or any combination of the foregoing). Any
significant use of cash would adversely impact our cash position and liquidity. Any issuance or incurrence of additional debt
would increase our debt leverage, increase our interest expense, and may reduce our debt agency ratings. In addition, any issuance
of equity or convertible debt securities (the pricing of which would be subject to market conditions at the time of issuance) could
dilute current shareholders’ positions; debt or convertible debt securities could have rights and privileges senior to those of equity
holders; and the terms of debt securities could impose restrictions on our operations. Sales of our equity securities or convertible
debt, or the perception that these sales could occur, could also cause the market price of our subordinate voting shares to decline.
Any further increase in our overall debt levels would further adversely impact our ability to fund future acquisitions and/or respond
to unexpected capital requirements, and may: limit our ability to obtain additional financing for working capital, business activities,
and other general corporate requirements; limit our ability to refinance our indebtedness on terms acceptable to us or at all; limit
our flexibility to plan for and adjust to changing business and market conditions, and increase our vulnerability to general adverse
economic and industry conditions; and require us to dedicate an additional portion of our cash flow to make interest payments,
principal repayments and potential principal prepayments on such indebtedness, thereby limiting the availability of our cash flow
for other purposes.

As at December 31, 2018, a significant portion of our cash and cash equivalents was held by foreign subsidiaries outside
of Canada, a large part of which may be subject to withholding taxes upon repatriation under current tax laws. Cash and cash
equivalents held by subsidiaries related to undistributed earnings that are considered indefinitely reinvested outside of Canada
(which we do not intend to repatriate in the foreseeable future) are not subject to these withholding taxes. We currently expect to
repatriate approximately $30 million from various foreign subsidiaries in the near term, and have recorded the anticipated future
withholding taxes as deferred income tax liabilities, if applicable. While some of our subsidiaries are subject to local governmental
restrictions on the flow of capital into and out of their jurisdictions (including in the form of cash dividends, loans or advances to
us), which is required or desirable from time to time to meet our international working capital needs and other business objectives
(as described above), these restrictions have not had a material impact on our ability to meet our cash obligations. At December 31,
2018, we had approximately $355 million (December 31, 2017 — $351 million) of cash and cash equivalents held by foreign
subsidiaries outside of Canada that we do not intend to repatriate in the foreseeable future.

As at December 31, 2018, we had known contractual obligations that require future payments as follows (in millions):

Total 2019 2020 2021 2022 2023 Thereafter
Borrowings under New Credit Facility®” $ 7573 $§ 60 $ 60 $ 60 $ 60 $ 1650 $§ 5683
Operating leases 107.4 31.5 23.7 14.5 9.5 6.6 21.6
Finance leases 11.7 3.8 3.3 2.8 1.4 0.4 —
Pension plan contributions"” 12.0 12.0 — — — — —
Non-pension post-employment plan payments 35.8 3.6 2.4 2.6 2.8 34 21.0
Binding purchase order obligations ™ 1,075.1  1,075.1 — — — — —
Purchase obli(%'gltions under IT support
agreements 120.8 19.7 19.7 16.5 13.7 13.5 37.7
Total" $2,120.1 $1,151.7 $ 551 $§ 424 $ 334 § 1889 §$ 648.6
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(i)

(1ii)

(iv)
™)

Represents mandatory principal repayment obligations for our borrowings under the New Revolver and New Term Loans (based on amounts outstanding
as of December 31, 2018), which mature in June 2023 and June 2025, respectively, and excludes related interest and fees. The Term Loans require
mandatory aggregate quarterly principal repayments of $1.5 million until their maturity (when remaining amounts outstanding are due), and borrowings
under the New Revolver are due upon maturity. Borrowings under the New Revolver bear interest for the period of the draw at LIBOR, Canadian
Prime, or Base Rate (each as defined in the New Credit Facility) plus a specified margin, or in the case of any bankers' acceptance, at the B/A Discount
Rate (as defined in the New Credit Facility). The margin for borrowings under the New Revolver ranges from 0.75% to 2.5%, depending on the rate
we select and our consolidated leverage ratio. As a result of our use of the accordion feature of the New Credit Facility in November 2018, interest on
the June Term Loan increased from LIBOR plus 2.0% to LIBOR plus 2.125%. The November Term Loan currently bears interest at LIBOR plus 2.5%.
Based on the rates and the principal amount outstanding under the New Term Loans ($598.3 million) and the New Revolver (other than $21.3 million
in letters of credit, $159.0 million) as of December 31, 2018, and including the impact of our interest rate swap agreements, interest and fees are
estimated to be approximately $10 million per quarter. Actual amounts could differ materially from these estimates. Payment defaults under the credit
facility will incur interest on unpaid amounts at an annual rate equal to the sum of (i) 2%, plus (ii) the rate per annum otherwise applicable to such
unpaid amounts, or if no rate is specified or available, the rate per annum applicable to Base Rate revolving loans. If an event of default occurs and is
continuing, the administrative agent may declare all advances on the facility to be immediately due and payable, and may cancel the lenders' commitments
to make further advances thereunder. See “Capital Resources” below and note 12 to our 2018 AFS for a description of our credit facility, including
amounts outstanding thereunder, repayment dates and interest obligations.

Based on our latest actuarial valuations, we estimate our funding requirement for 2019 to be $12.0 million (2018 — $13.3 million; 2017 — $11.9
million). See note 19 to our 2018 AFS. A significant deterioration in the asset values or asset returns could lead to higher than expected future
contributions. Risks and uncertainties associated with actuarial valuation measurements may also result in higher future cash contributions. We fund
our pension contributions from cash on hand. Although we have defined benefit plans that are currently in a net unfunded position, we do not expect
our pension obligations will have a material adverse impact on our future results of operations, cash flows or liquidity.

Represents outstanding purchase orders with suppliers to acquire inventory. These purchase orders are generally short-term in nature and legally binding.
However, a substantial portion of these purchase orders are for standard inventory items which we have procured for specific customers based on their
purchase orders or forecasts, under which such customers have contractually assumed liability for such material, if not consumed.

Represents obligations under IT support agreements.

This table excludes $25.5 million of long-term deferred income tax liabilities and $20.6 million of provisions and other non-current liabilities primarily
pertaining to warranties and asset retirement obligations, as we are unable to reliably estimate the timing of any future payments related thereto.
However, long-term liabilities included in our consolidated balance sheet include these items. In addition, our interest rate swap agreements require us
to pay a fixed rate of interest with respect to an aggregate of $350.0 million outstanding under the New Term Loans. These payments, however, are
partially offset by related interest we receive, based on the variable interest rates swapped. As the offsets are not determinable and vary from quarter
to quarter, this table also excludes the interest payments on our interest rate swap agreements.

Additional Commitments:

As at December 31, 2018, we had additional commitments that expire as follows (in millions):

Total 2019 2020 2021 2022 2023 Thereafter

Foreign currency contracts” $ 5442 $ 5442 § — $ — % — $ — § —
Letters of credit, letters of guarantee and

surety bonds"” 35.7 29.1 1.6 0.3 — — 4.7
Capital expenditures™ 33.6 33.6 — — — — —
Total $ 6135 $§ 6069 $ 16 § 03 § — S — 8 4.7
1) Represents the aggregate notional amounts of our forward currency contracts and swaps.
(ii) Includes $21.3 million in letters of credit issued under our Revolving Facility.

(iii)

Our capital spending varies each period based on the timing of new business wins and forecasted sales levels. Based on our current operating plans,
we anticipate capital spending for 2019 to be approximately 1.5% to 2.0% of revenue, and expect to fund these expenditures from cash on hand and
through the financing agreements described below under “Capital Resources.” As at December 31, 2018, we had committed $33.6 million for capital
expenditures, principally for machinery and equipment to support new customer programs. Of such amount, approximately 25% is committed for Asia,
approximately 25% is committed for North America (excluding Canada), approximately 30% is committed for Europe, and approximately 20% is
committed for Canada (primarily for building improvements related to our temporary corporate headquarters).

Customer or program transfers between EMS providers are part of the competitive nature of our industry. From time-to-

time, we make commitments to purchase assets, primarily inventory, or fund certain costs, as part of transitioning programs from
a customer or a competitor. In September 2017, we purchased $5 million of inventory and assumed the relevant workforce in
connection with a program transferred to us under an "operate-in-place" arrangement.
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We have entered into financing agreements for the lease of machinery and equipment. For leases where the risks and
rewards of ownership have substantially transferred to us, we capitalize the leased asset and record a corresponding liability on
our consolidated balance sheet. See “Finance leases” in the contractual obligations table above. See note 2(x) of our 2018 AFS
for a discussion of a new IFRS standard pertaining to leases which we adopted January 1, 2019, eliminating the distinction between
operating and finance leases.

Toronto Real Property and Related Transactions:

On July 23, 2015, we entered into the Property Sale Agreement with a special purpose entity (Property Purchaser) for a
purchase price of approximately $137 million Canadian dollars (approximately $100 million at year-end exchange rates), exclusive
of applicable taxes and subject to specified adjustments, including for certain density bonuses and other items in accordance with
usual commercial practice. Upon execution of the Property Sale Agreement, we were paid a cash deposit of $15 million Canadian
dollars ($11.2 million at the then-prevailing exchange rate).

In September 2018, the Property Sale Agreement was assigned to the Assignee, although the Property Purchaser was not
released from its obligations under the Property Sale Agreement. In connection with the assignment, the Property Sale Agreement
was amended to provide for the remaining proceeds of $122 million Canadian dollars (approximately $89 million at year-end
exchange rates) to be paid in one lump sum cash payment at the closing of the transaction (previously we were to receive one-
half of the purchase price in the form of a two-year, interest-free, first-ranking mortgage). Other terms of the agreement remained
unchanged. On January 21, 2019, the required municipal zoning approval was obtained. On March 7,2019, we completed the sale
of the real property and received total proceeds of approximately $110 million, including a high density bonus and an early vacancy
incentive related to the temporary relocation of our corporate headquarters. The gain on the sale of this property will be recorded
as recoveries through other charges (recoveries). See "Related Party Transactions" below for a description of the ownership of
the Property Purchaser and its option to obtain an interest in the Assignee.

In connection with the anticipated sale, we have moved our Toronto manufacturing operations to another location in the
Greater Toronto area and in connection therewith, entered into a long-term lease in November 2017, with occupancy commenced
in March 2018. We completed the transition to this new manufacturing location in February 2019. In addition, we will enter into
a long-term lease with the Assignee for our new corporate headquarters. In connection therewith, we are relocating our corporate
headquarters to a temporary location while space in a new office building (to be built by the Assignee on the site of our former
location) is under construction. In connection therewith, in September 2018, we entered into a 3-year lease for such temporary
offices, and such relocation is currently expected to be completed by the end of the first half of 2019. We have incurred (and will
continue to incur) significant costs throughout the transition period (which commenced in the fourth quarter of 2017) to relocate
our corporate headquarters and to transfer our Toronto manufacturing operations to its new location, and as we prepare and
customize the new site to meet our manufacturing needs. These costs consist of building improvements and new equipment which
we will capitalize, as well as transition-related costs which we record in other charges. Transition costs are comprised of direct
relocation costs, duplicate costs (such as rent expense, utility costs, depreciation charges, and personnel costs) incurred during the
transition period, as well as cease-use costs incurred in connection with idle or vacated portions of the relevant premises that we
would not have incurred but for these relocations. We incurred approximately $17 million in capitalized costs through February
13,2019 (2018 — $15 million) for the new manufacturing location, funded from cash on hand. We also expect to incur approximately
$6 million ($1 million of which has been incurred through February 13, 2019; 2018 — nil) of capitalized building improvements
in connection with our temporary corporate headquarters. We expect to incur total transition costs (including in connection with
the relocation of our corporate headquarters) of up to $20 million through the end of the second quarter of 2019. We incurred
approximately $16 million of such costs through February 13, 2019, consisting primarily of utility costs related to idle premises,
depreciation charges and personnel costs incurred in the operation of duplicate production lines in advance of the transition,
duplicate rent expenses, and relocation costs.

Share Repurchases:

We have funded and intend to continue to fund our share repurchases from cash on hand, borrowings under our New
Revolver, or a combination thereof. See "Cash provided by (used in) financing activities" above.

Indemnities:
We provide routine indemnifications, the terms of which range in duration and often are not explicitly defined. These
may include indemnifications against third-party intellectual property infringement claims and certain third-party negligence claims

for property damage. We have also provided indemnifications in connection with the sale of certain businesses and real property.
The maximum potential liability from these indemnifications cannot be reasonably estimated. In some cases, we have recourse
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against other parties to mitigate our risk of loss from these indemnifications. Historically, we have not made significant payments
relating to these types of indemnifications.

Litigation and contingencies:

In the normal course of our operations, we may be subject to lawsuits, investigations and other claims, including
environmental, labor, product, customer disputes and other matters. Management believes that adequate provisions have been
recorded where required. Although it is not always possible to estimate the extent of potential costs, if any, management believes
that the ultimate resolution of all such pending matters will not have a material adverse impact on our financial performance,
financial position or liquidity. See "Operating Results — Income Taxes" above for a description of certain tax matters.

Capital Resources

Our capital resources consist of cash provided by operating activities, access to a revolving facility, intraday and overnight
bank overdraft facilities, an A/R sales program, the SFP, and our ability to issue debt or equity securities. We regularly review our
borrowing capacity and make adjustments, as permitted, for changes in economic conditions and changes in our requirements. As
part of our strategic initiatives to scale and diversify our ATS revenue base and expand our capabilities in our ATS segment, we
have increased our levels of third-party indebtedness and A/R sales in order to fund acquisitions and working capital needs. In
addition, we may use cash on hand, issue equity or debt, or further increase our levels of third-party indebtedness in order to fund
operations or additional acquisitions (or any combination of the foregoing). See “Liquidity — Cash requirements” above for a
discussion of expected and potential adverse impacts from such actions. We centrally manage our funding and treasury activities
in accordance with corporate policies, the main objectives of which are to ensure appropriate levels of liquidity, to have funds
available for working capital or other investments we determine are required to grow our business, to comply with debt covenants,
to maintain adequate levels of insurance, and to balance our exposures to market risks.

At December 31, 2018, we had cash and cash equivalents of $422.0 million (December 31,2017 — $515.2 million), of
which approximately 97% was cash and 3% was cash equivalents, consisting of bank deposits. The majority of our cash and cash
equivalents was denominated in U.S. dollars, and the remainder was held primarily in Chinese renminbi and the Euro. We also
held cash and cash equivalents in the following currencies: British pound sterling, Brazilian real, Canadian dollar, Czech koruna,
Hong Kong dollar, Indian rupee, Japanese yen, Korean won, Lao kip, Malaysian ringgit, Mexican peso, Philippines peso, Romanian
leu, Singapore dollar, Taiwan dollar and Thai baht. Our cash and cash equivalents are subject to intra-quarter swings, generally
related to the timing of A/R collections, inventory purchases and payments, and other capital uses.

Until June 27, 2018, we were party to the Prior Facility, that consisted of the $300.0 million Prior Revolver and the fully
drawn $250.0 million Prior Term Loan, each of which was scheduled to mature in May 2020. The Prior Revolver had an accordion
feature that allowed us to increase the $300.0 million limit by an additional $150.0 million on an uncommitted basis upon satisfaction
of certain terms and conditions. The Prior Revolver also included a $25.0 million swing line, subject to the overall revolving credit
limit, that provided for short-term borrowings up to a maximum of seven days. Borrowings under the Prior Revolver bore interest
at various base rates selected by us consisting of LIBOR, Prime, Base Rate Canada, and Base Rate (each as defined in the Prior
Facility), plus a specified margin. The margin for borrowings under the Prior Revolver ranged from 0.6% to 1.4% (except in the
case of the LIBOR loans, in which case, the margin ranged from 1.6% to 2.4%), based on a specified financial ratio based on
indebtedness. Outstanding amounts under the Prior Revolver were due at maturity (but were required to be repaid prior thereto
under specified circumstances). The Prior Term Loan bore interest at LIBOR plus a margin ranging from 2.0% to 3.0% based on
the same financial ratio. The Prior Term Loan required quarterly principal repayments of $6.25 million, with the remainder due
at maturity. Prepayments on the Prior Term Loan were required under certain circumstances. We were required to comply with
certain restrictive covenants under the Prior Facility, including those relating to the incurrence of senior ranking indebtedness, the
sale of assets, a change of control, and certain financial covenants related to indebtedness and interest coverage. Certain of our
assets were pledged as security for borrowings under the Prior Facility.

In June 2018, we entered into the $800.0 million New Credit Facility, providing for the $350.0 million June Term Loan
and the $450 million New Revolver. In November 2018, we added the $250.0 million November Term Loan. As of December 31,
2018, an aggregate of $598.3 million was outstanding under the New Term Loans, and other than ordinary course letters of credit,
$159.0 million was outstanding under the New Revolver (December 31,2017 — $187.5 million outstanding under the Prior Term
Loan and other than ordinary course letters of credits, no amounts outstanding under the Prior Revolver). See "Liquidity — Cash
provided by (used in) financing activities — Financing" above for a discussion of amounts borrowed and repaid under our credit
facilities during 2016 to 2018.

The June Term Loan requires quarterly principal repayments of $0.875 million commencing September 30, 2018 and the
November Term Loan requires quarterly principal repayments of $0.625 million, commencing March 31, 2019, and in each case
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a lump sum repayment of the remainder outstanding at maturity. See "Liquidity — Cash requirements" above for a description of
mandatory prepayments required under the New Credit Facility. Except under specified circumstances, and subject to the payment
of breakage costs (if any), we are generally permitted to make voluntary prepayments of outstanding amounts under the New
Revolver and the New Term Loans without any other premium or penalty. Repaid amounts on the New Term Loans may not be
re-borrowed. Repaid amounts on the New Revolver may be re-borrowed.

The New Credit Facility has an accordion feature that allows us to increase the term loans and/or revolving loan
commitments by approximately $110 million, plus an unlimited amount to the extent that a specified leverage ratio on a pro forma
basis does not exceed specified limits, in each case on an uncommitted basis and subject to the satisfaction of certain terms and
conditions. The New Revolver also includes a $50.0 million sub-limit for swing line loans, providing for short-term borrowings
up to a maximum of ten business days, as well as a $150.0 million sub-limit for letters of credit, in each case subject to the overall
New Revolver credit limit. The New Revolver permits us and certain designated subsidiaries to borrow funds (subject to specified
conditions) for general corporate purposes, including for capital expenditures, certain acquisitions, and working capital needs.
Borrowings under the New Revolver bear interest at LIBOR, Canadian Prime, or Base Rate (each as defined in the New Credit
Facility) plus a specified margin, or in the case of any bankers' acceptance, at the B/A Discount Rate (as defined in the New Credit
Facility). The margin for borrowings under the New Revolver ranges from 0.75% to 2.5%, depending on the rate we select and
our consolidated leverage ratio. As a result of our use of the accordion feature of the New Credit Facility in November 2018,
interest on the June Term Loan increased from LIBOR plus 2.0% to LIBOR plus 2.125%. The November Term Loan currently
bears interest at LIBOR plus 2.5%.

As part of our risk management program, we attempt to mitigate interest rate risk through interest rate swaps. In order to
partially hedge against our exposure to interest rate variability on the New Term Loans, we entered into 5-year agreements with
a syndicate of third-party banks in August and December 2018 to swap the variable interest rate with a fixed rate of interest on
$175.0 million of the total borrowings outstanding under each of the June Term Loan and the November Term Loan (for an
aggregate of $350.0 million). The swap agreements include an option that allows us to cancel up to $75.0 million of the notional
amount of each of the original swap agreements starting in August 2021 for the June Term Loan and December 2020 for the
November Term Loan. The cancellable option in the swap agreements is aligned with our risk management strategy for our New
Term Loans as it allows us to make voluntary prepayments of outstanding amounts without premium or penalty, subject to certain
conditions. Our unhedged borrowings under the New Credit Facility at December 31, 2018 are $407.3 million (comprised of
$248.3 million under the New Term Loans and $159 million under the New Revolver). A one-percentage point increase in relevant
interest rates would increase interest expense, based on the outstanding unhedged borrowings at December 31, 2018, by $4.1
million annually. See note 21(b) of our 2018 AFS for further information regarding our interest rate swaps.

We are required to comply with certain restrictive covenants under the New Credit Facility, including those relating to
the incurrence of certain indebtedness, the existence of certain liens, the sale of certain assets (excluding real property then held
for sale), specified investments and payments, sale and leaseback transactions, and certain financial covenants relating to a defined
interest coverage ratio and leverage ratio that are tested on a quarterly basis. At December 31, 2018, we were in compliance with
all restrictive and financial covenants under the New Credit Facility. The obligations under the New Credit Facility are guaranteed
by us and certain specified subsidiaries. Subject to specified exemptions and limitations, all assets of the guarantors are pledged
as security for the obligations under the New Credit Facility. The New Credit Facility contains customary events of default. If an
event of default occurs and is continuing, the administrative agent may declare all amounts outstanding under the New Credit
Facility to be immediately due and payable and may cancel the lenders’ commitments to make further advances thereunder. In the
event of a payment or other specified defaults, outstanding obligations accrue interest at a specified default rate.

We incurred debt issuance costs of $4.9 million in connection with the June Term Loan, and $5.4 million in connection
with the November Term Loan, which we recorded as an offset against the proceeds therefrom. Such costs have been deferred (as
long-term debt on our consolidated balance sheet) and will be amortized over the term of the term loans using the effective interest
rate method. We incurred debt issuance costs of $3.1 million in connection with the New Revolver, which have been deferred (as
other assets on our consolidated balance sheet) and will be amortized over the term of the New Revolver. We accelerated the
amortization of the remaining $1.2 million of unamortized deferred financing costs related to the Prior Facility upon its termination
($0.6 million related to our Prior Revolver recorded in other assets and $0.6 million related to our Prior Term Loan recorded in
long-term debt), and recorded it to other charges in our consolidated financial statements in June 2018.

Commitment fees paid during 2018 were $1.3 million (2017 — $1.3 million; 2016 — $1.4 million). At December 31,
2018, we had $21.3 million outstanding in letters of credit under the New Revolver (December 31, 2017 — $23.2 million). We

77



also arrange letters of credit and surety bonds outside our revolving facility. At December 31, 2018, we had $14.4 million of such
letters of credit and surety bonds outstanding (December 31, 2017 — $13.6 million).

AtDecember 31,2018, we also had a total of $132.8 million of uncommitted bank overdraft facilities available for intraday
and overnight operating requirements (December 31, 2017 — $73.5 million). There were no amounts outstanding under these
overdraft facilities at December 31, 2018 or December 31, 2017.

At December 31, 2018, we had $269.7 million available under the New Revolver for future borrowings, reflecting
outstanding borrowings and letters of credit (December 31, 2017 — $276.8 million available under the Prior Revolver).

We have an agreement to sell up to $250.0 million (increased from $200 million in November 2018 based on a review
of our requirements) in accounts receivable on an uncommitted basis (subject to pre-determined limits by customer) to two third-
party banks. The term of this agreement has been annually extended in recent years (including in November 2018) for additional
one-year periods (and is currently extendable to November 2020 under specified circumstances), but may be terminated earlier as
provided in the agreement. At December 31, 2018, $130.0 million (December 31, 2017 — $80.0 million) of A/R were sold under
this program, and de-recognized from our accounts receivable balance. As our A/R sales program is on an uncommitted basis,
there can be no assurance that any of the banks will purchase the A/R we intend to sell to them under this program.

We have entered into the SFP, pursuant to which participating suppliers may sell accounts receivable from such customer
to a third-party bank on an uncommitted basis in order to receive earlier payment. The third-party bank collects the relevant
receivables directly from the customer. At December 31, 2018, we sold $50.0 million of accounts receivable under the SFP
(December 31, 2017 — $52.3 million). We utilized the SFP to substantially offset the effect of extended payment terms required
by such customer on our working capital for the period. As the SFP is on an uncommitted basis, there can be no assurance that the
bank will purchase the A/R we intend to sell to them thereunder. Due to our anticipated disengagement from a portion of this
customer's programs in early 2019, we expect to sell a lower amount of A/R under the SFP in future periods.

The timing and the amounts we borrow and repay under our revolving credit and overdraft facilities, or sell under the
SFP or our A/R sales program, can vary significantly from month-to-month depending upon our working capital and other cash
requirements.

Our strategy on capital risk management has not changed significantly since the end of 2017. Other than the restrictive
and financial covenants associated with our New Credit Facility noted above, we are not subject to any contractual or regulatory
capital requirements. While some of our international operations are subject to government restrictions on the flow of capital into
and out of their jurisdictions, these restrictions have not had a material impact on our operations or cash flows.

Financial instruments:

Our short-term investment objectives are to preserve principal and to maximize yields without significantly increasing
risk, while at the same time not materially restricting our short-term access to cash.

The majority of our cash balances are held in U.S. dollars. We price the majority of our products in U.S. dollars and the
majority of our materials costs are also denominated in U.S. dollars. However, a significant portion of our non-materials costs
(including payroll, pensions, site costs and costs of locally sourced supplies and inventory) are denominated in various other
currencies. As a result, we may experience foreign exchange gains or losses on translation or transactions due to currency
fluctuations.

We have a foreign exchange risk management policy in place to govern our hedging activities. We do not enter into
speculative trades. Our current hedging activity is designed to reduce the variability of our foreign currency costs where we have
local manufacturing operations. We enter into foreign exchange forward contracts to hedge our cash flow exposures and foreign
currency swaps to hedge our balance sheet exposures. Balance sheet hedges are based on our forecasts of the future position of
net monetary assets or liabilities denominated in foreign currencies and, therefore, may not mitigate the full impact of any translation
impacts in the future. There can be no assurance that our hedging transactions will be successful in mitigating our foreign exchange
risk.
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At December 31, 2018, we had foreign exchange forwards and swaps to trade U.S. dollars in exchange for the following
currencies:

Contract amount Weighted
in average Maximum Fair value
U.S. dollars (in exchange rate period in gain (loss) (in

Currency millions) in U.S. dollars months millions)
Canadian dollar $ 2102 S 0.76 12 $ (10.3)
Thai baht 81.1 0.03 12 0.7)
Malaysian ringgit 53.4 0.24 12 (0.8)
Mexican peso 25.6 0.05 12 0.2
British pound 53 1.27 4 —
Chinese renminbi 66.8 0.15 12 (1.6)
Euro 35.8 1.17 12 0.3
Romanian leu 40.4 0.25 12 0.9)
Singapore dollar 22.1 0.74 12 0.3)
Other 3.5 0.01 1 0.1)
Total $ 544.2 $ (14.2)

These contracts, which generally extend for periods of up to 12 months, will expire by the end of the fourth quarter of
2019. The fair value of the outstanding contracts at December 31, 2018 was a net unrealized loss of $14.2 million (December 31,
2017 — net unrealized gain of $10.3 million). The unrealized gains or losses are a result of fluctuations in foreign exchange rates
between the date the currency forward or swap contracts were entered into and the valuation date at period end.

Financial risks:
We are exposed to a variety of risks associated with financial instruments and otherwise.

Currency risk: Due to the global nature of our operations, we are exposed to exchange rate fluctuations on our financial
instruments denominated in various currencies. The majority of our currency risk is driven by operational costs, including income
tax expense, incurred in local currencies by our subsidiaries. As part of our risk management program, we attempt to mitigate
currency risk through a hedging program using forecasts of our anticipated future cash flows and balance sheet exposures
denominated in foreign currencies. We enter into foreign exchange forward contracts and swaps, generally for periods up to 12
months, to lock in the exchange rates for future foreign currency transactions, which is intended to reduce the variability of our
operating costs and future cash flows denominated in local currencies. While these contracts are intended to reduce the effects of
fluctuations in foreign currency exchange rates, our hedging strategy does not mitigate the longer-term impacts of changes to
foreign exchange rates. Although our functional currency is the U.S. dollar, currency risk on our income tax expense arises as we
are generally required to file our tax returns in the local currency for each particular country in which we have operations. While
our hedging program is designed to mitigate currency risk vis-a-vis the U.S. dollar, we remain subject to taxable foreign exchange
impacts in our translated local currency financial results relevant for tax reporting purposes. We do not use derivative financial
instruments for speculative purposes.

We cannot predict changes in currency exchange rates, the impact of exchange rate changes on our operating results, nor
the degree to which we will be able to manage the impact of currency exchange rate changes. Such changes, including as a result
of Brexit or other global events impacting currency exchange rates could materially adversely affect our business, results of
operations and financial condition.

Interest rate risk: Borrowings under the New Credit Facility bear interest at specified rates, plus specified margins (as
described above). We have entered into 5-year interest rate swap agreements with a syndicate of third-party banks in each of August
and December 2018 to partially hedge against our exposures to interest rate variability on our New Term Loans. The derivative
instruments swap the variable rate of interest for a fixed rate of interest on an aggregate of $350.0 million of the outstanding
borrowings under the New Term Loans. The swap agreements include an option that allows us to cancel up to $75.0 million of
the notional amount of each swap agreement, starting in August 2021 with respect to the June Term Loan and December 2020
with respect to the November Term Loan.
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Our unhedged borrowings under the New Credit Facility at December 31, 2018 were $407.3 million (December 31, 2017
—$187.5 million under the Prior Credit Facility). Unhedged borrowings expose us to interest rate risk due to the potential variability
inmarket interest rates. A one-percentage point increase in applicable rates would increase interest expense, based on the outstanding
unhedged borrowings at December 31, 2018, by $4.1 million annually. Without accounting for the interest rate swap agreements
described above, a one-percentage point increase in applicable rates would increase interest expense, based on our outstanding
borrowings of $757.3 million under the New Credit Facility as at December 31, 2018, by $7.6 million annually.

Creditrisk: Creditrisk refers to the risk that a counterparty may default on its contractual obligations resulting in a financial
loss to us. We believe our credit risk of counterparty non-performance is relatively low, however, if a key supplier (or any company
within such supplier's supply chain) or customer experiences financial difficulties or fails to comply with their contractual
obligations, this could result in a financial loss to us. If an institution from which we purchased annuities for our pension plans
defaults on their contractual obligations, this would result in a financial loss to us, as we retain ultimate responsibility for the
payment of benefits to plan participants unless and until such pension plans are wound-up. With respect to our financial market
activities, we have adopted a policy of dealing only with credit-worthy counterparties to help mitigate the risk of financial loss
from defaults. We monitor the credit risk of the counterparties with whom we conduct business, through a combined process of
credit rating reviews and portfolio reviews.

We also provide unsecured credit to our customers in the normal course of business. Customer exposures that potentially
subject us to credit risk include our accounts receivable, inventory on hand, and non-cancellable purchase orders in support of
customer demand. From time to time, we extend the payment terms applicable to certain customers, and/or provide longer payment
terms when deemed commercially reasonable. Longer payment terms, which have become more prevalent, could adversely impact
our working capital requirements, and increase our financial exposure and credit risk. We attempt to mitigate customer credit risk
by monitoring our customers’ financial condition and performing ongoing credit evaluations as appropriate. In certain instances,
we may obtain letters of credit or other forms of security from our customers. We may also purchase credit insurance from a
financial institution to reduce our credit exposure to certain customers. We consider credit risk in determining our allowance for
doubtful accounts and we believe our allowances, as adjusted from time to time, are adequate. The carrying amount of financial
assets recorded in our consolidated financial statements, net of our allowance for doubtful accounts, represents our estimate of
maximum exposure to credit risk. At December 31, 2018, approximately 1% of our gross accounts receivable are over 90 days
past due. Accounts receivable are net of an allowance for doubtful accounts of $5.3 million at December 31, 2018 (December 31,
2017 — $4.3 million).

Liquidity risk: Liquidity risk is the risk that we may not have cash available to satisfy our financial obligations as they
come due. The majority of our financial liabilities recorded in accounts payable, accrued and other current liabilities and provisions
are due within 90 days. We manage liquidity risk by maintaining a portfolio of liquid funds and investments and having access to
arevolving credit facility, intraday and overnight bank overdraft facilities, an accounts receivable sales program and the SFP. Since
our accounts receivable sales program and the SFP are each on an uncommitted basis, there can be no assurance that any participant
bank will purchase all the accounts receivable that we wish to sell thereunder. However, we believe that cash flow from operating
activities, together with cash on hand, cash from the sale of accounts receivable, and borrowings available under the New Revolver
and intraday and overnight bank overdraft facilities are sufficient to fund our currently anticipated financial obligations.

See note 21 to our 2018 AFS for further details.
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Related Party Transactions

Onex Corporation (Onex) beneficially owns or controls, directly or indirectly, all of our outstanding multiple voting
shares. Accordingly, Onex has the ability to exercise significant influence over our business and affairs and generally has the power
to determine all matters submitted to a vote of our shareholders where the subordinate voting shares and multiple voting shares
vote together as a single class. Mr. Gerald Schwartz, the Chairman of the Board, President and Chief Executive Officer of Onex,
indirectly owns shares representing the majority of the voting rights of Onex.

Onex has entered into an agreement with Celestica and with Computershare Trust Company of Canada (as successor to
the Montreal Trust Company of Canada), as trustee for the benefit of the holders of the subordinate voting shares, for the purpose
of ensuring that the holders of subordinate voting shares will not be deprived of any rights under applicable take-over bid legislation
to which they would be otherwise entitled in the event of a take-over bid (as that term is defined in applicable securities legislation)
if multiple voting shares and subordinate voting shares were of a single class of shares. Subject to certain permitted forms of sale,
such as identical or better offers to all holders of subordinate voting shares, Onex has agreed that it, and any of its affiliates that
may hold multiple voting shares from time to time, will not sell any multiple voting shares, directly or indirectly, pursuant to a
take-over bid (as that term is defined under applicable securities legislation) under circumstances in which any applicable securities
legislation would have required the same offer or a follow-up offer to be made to holders of subordinate voting shares if the sale
had been a sale of subordinate voting shares rather than multiple voting shares, but otherwise on the same terms.

In January 2009, we entered into a Services Agreement with Onex for the services of Mr. Schwartz (amended in 2017 to
replace references to Mr. Schwartz with references to Mr. Tawfiq Popatia, also an officer of Onex) as a director of Celestica,
pursuant to which Onex receives compensation for such services. This agreement automatically renews for successive one-year
terms unless either party provides a notice of intent not to renew. Under such agreement, as amended, the annual fee payable to
Onex is $235,000 payable in DSUs in equal quarterly installments in arrears. The Services Agreement terminates automatically
and the rights of Onex to receive compensation (other than accrued and unpaid compensation) will terminate (a) 30 days after the
first day on which Onex ceases to hold at least one multiple voting share of Celestica or any successor company or (b) the date
Mr. Popatia ceases to be a director of Celestica for any reason.

The original parties to the Property Sale Agreement were the Company and the Property Purchaser, a consortium of four
real estate partnerships. Approximately 27% of the interests in the Property Purchaser were at the time of execution of the Property
Sale Agreement, and are, held by a privately-held partnership in which Mr. Schwartz has a material interest; and approximately
25% of the interests in the Property Purchaser were at the time of execution of the Property Sale Agreement, and are, held by a
partnership in which Mr. Schwartz has a non-voting interest. In September 2018, the Property Sale Agreement was assigned to
the Assignee, although the Property Purchaser was not released from its obligations under the Property Sale Agreement. At the
time of execution of such assignment, the Assignee was unrelated to us or the Property Purchaser. Subsequent to the execution of
such assignment, the Assignee granted the Property Purchaser an option to obtain a 5% non-voting interest in the Assignee. See
“Overview — Recent developments and Liquidity — Toronto Real Property and Related Transactions” above.

Outstanding Share Data

As of February 13,2019, we had 118,079,397 outstanding subordinate voting shares and 18,600,193 outstanding multiple
voting shares. As of such date, we also had 345,577 outstanding stock options, 5,085,274 outstanding RSUs, 4,223,278 outstanding
PSUs (assuming vesting of 100% of the target amount granted (amounts that will vest range from 0% to 200% of the target amount
granted)), and 1,627,598 outstanding DSUs; each vested option or unit entitling the holder thereof to receive one subordinate
voting share (or in certain cases, cash) pursuant to the terms thereof, subject to certain time or performance-based vesting conditions.
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Controls and Procedures
Evaluation of disclosure controls and procedures:

Our management is responsible for establishing and maintaining a system of disclosure controls and procedures (as defined
in Rules 13a-15(e) and 15d-15(e) under the U.S. Exchange Act) designed to ensure that information we are required to disclose
in the reports that we file or submit under the U.S. Exchange Act is recorded, processed, summarized and reported within the time
periods specified in the U.S. Securities and Exchange Commission’s rules and forms. Disclosure controls and procedures include,
without limitation, controls and procedures designed to ensure that information required to be disclosed by an issuer in the reports
that it files or submits under the U.S. Exchange Act is accumulated and communicated to the issuer’s management, including its
principal executive officer or officers and principal financial officer or officers, or persons performing similar functions, as
appropriate, to allow timely decisions regarding required disclosure.

Under the supervision of and with the participation of management, including our principal executive officer and principal
financial officer, we have evaluated the effectiveness of the design and operation of our disclosure controls and procedures as of
December 31, 2018. Based on that evaluation, our principal executive officer and principal financial officer have concluded that,
as of December 31, 2018, our disclosure controls and procedures are effective to meet the requirements of Rules 13a-15(e)
and 15d-15(e) under the U.S. Exchange Act.

A control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that
its objectives are met. Due to inherent limitations in all such systems, no evaluation of controls can provide absolute assurance
that all control issues within a company have been detected. Accordingly, our disclosure controls and procedures are designed to
provide reasonable, not absolute, assurance that the objectives of our disclosure control system are met.

Changes in internal control over financial reporting:

We did not identify any change in our internal control over financial reporting in connection with our evaluation thereof
that occurred during the year ended December 31, 2018 that has materially affected, or is reasonably likely to materially affect,
our internal control over financial reporting.

On April 4, 2018, we completed the acquisition of Atrenne, and, as a result, have integrated the processes and controls
relating to Atrenne into our existing system of internal control over financial reporting. The integration of Atrenne did not result
in changes that would materially affect, or would be reasonably likely to materially affect, our internal control over financial
reporting. On November 9, 2018, we completed the acquisition of Impakt, and are in the process of assessing its processes and
internal controls. Although this assessment may result in changes to our internal control over financial reporting, we do not currently
anticipate that the integration of Impakt will result in changes that would materially affect, or would be reasonably likely to
materially affect, our internal control over financial reporting. In addition, there were no significant changes to our internal control
over financial reporting as a result of our preparation for the adoption of IFRS 16 (Leases) effective January 1, 2019.

Management s report on internal control over financial reporting:
Reference is made to our Management’s Report on Internal Control over Financial Reporting on page F-1 of our Annual
Reporton Form 20-F for the year ended December 31,2018. Our auditors, KPMG LLP, an independent registered public accounting

firm, have issued an audit report on our internal control over financial reporting as of December 31, 2018, which appears on
page F-2 of such Annual Report.
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Unaudited Quarterly Financial Highlights (in millions, except percentages and per share amounts):

2017* 2018
First Second Third Fourth First Second Third Fourth
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
Revenue $1,482.1 $1,557.6 $1,532.8 $1,570.2 $1,499.7 $1,695.2 $1,711.3 $1,727.0
Gross margin 6.9% 7.0%  69%  6.5% 62%  62%  6.6% 6.9%
Net earnings $ 225 $ 346 $ 348 $ 136 $ 141 $ 161 $ 86 $ 60.1
Weighted average # of basic shares 142.1 1434 1437 1433 1422 1396  139.0 136.8
Weighted average # of diluted shares 1440 1455 1457 1455 1435 1407 1403 138.0
# of shares outstanding 1432 1436 1437 1418 139.6 1393 1374 1363
IFRS EPS:
basic $ 016 $ 024 $ 024 $ 009 $ 010 $ 012 $ 006 $ 044
diluted $ 016 $ 024 $ 024 $ 009 $ 0.0 $ 011 $ 006 $ 044

* 2017 quarterly results have been restated to reflect the adoption of IFRS15.

All quarters in the table above have been impacted by our restructuring charges, the amounts of which vary from quarter
to quarter.

04 2018 compared to Q4 2017:

Revenue of $1.7 billion for the Q4 2018 increased 10% compared to Q4 2017. Compared to Q4 2017, revenue dollars
in Q4 2018 from our CCS segment increased 10%. Communications end market revenue increased 7% in Q4 2018 as compared
to the prior year period, as increased demand and new programs (including JDM programs) were partially offset by demand softness
from certain of our legacy customers. Enterprise end market revenue increased 14% in Q4 2018 compared to the prior year period,
primarily driven by strong demand in our storage business. ATS segment revenue increased 11% in Q4 2018 compared to Q4
2017, driven by demand strength and new programs in our industrial business and revenue from our Atrenne acquisition, offset
in part by weaker than expected demand in our capital equipment business. Gross profit increased $18.4 million in Q4 2018 as
compared to Q4 2017, and gross margin for Q4 2018 increased to 6.9% of total revenue compared to 6.5% of total revenue for
Q4 2017. The increases in gross profit and gross margin were primarily due to higher revenue (primarily in our Enterprise end
market and our ATS segment businesses other than capital equipment), changes in CCS program mix, including higher JDM
revenues, offset in part by lower utilization and operating losses in our capital equipment business, particularly in our semiconductor
business. CCS segment margin for Q4 2018 increased to 3.3% of segment revenue, compared to 2.2% for Q4 2017. ATS segment
margin decreased from 5.2% for Q4 2017 to 3.7% for Q4 2018, attributable primarily to the weaker than expected demand from
our capital equipment business, resulting in operating losses in this business in Q4 2018 in the mid single-digit million dollar
range. Net earnings for Q4 2018 of $60.1 million were $46.5 million higher compared to Q4 2017, primarily due to the Impakt
Benefit in the fourth quarter of 2018. In addition, the improvement in gross profit was offset in part by $8.5 million in higher
SG&A, $3.9 million in higher amortization of intangible asset charges (primarily due to our recent acquisitions), and $6.6 million
in higher finance costs in Q4 2018 as compared to Q4 2017.

04 2018 compared to the third quarter 2018 (03 2018):

Revenue for Q4 2018 increased 1% compared to Q3 2018. Compared to the previous quarter, CCS segment revenues
were relatively flat, as demand strength from our Enterprise end market (including from JDM), was offset by revenue declines
primarily from legacy customers in our Communications end market. ATS segment revenue increased 2% sequentially, as revenue
from our recent acquisitions were offset, in part, by a sequential revenue decline in our capital equipment business, as weaker than
expected demand resulted in lower utilization and losses for the quarter in this business (discussed above), due to its high fixed
cost infrastructure. Gross margin for Q4 2018 increased to 6.9% of total revenue compared to 6.6% of total revenue for Q3 2018.
The increase in gross margin was due primarily to improvements in our CCS segment, reflecting favorable changes in customer
and program mix, including higher levels of JDM business. CCS segment margin for Q4 2018 increased to 3.3% of segment
revenue compared to 2.7% for Q3 2018, while ATS segment margin decreased from 4.6% in Q3 2018 to 3.7% for Q4 2018 (for
the reasons discussed above). Net earnings for Q4 2018 of $60.1 million were $51.5 million higher compared to Q3 2018, primarily
due to the Impakt Benefit.
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Selected fourth quarter 2018 IFRS results:

Actual
IFRS revenue (in billions) $1.7
IFRS EPS (diluted)* $0.44
IFRS earnings before income taxes as a % of revenue 1.2%
[FRS SG&A (in millions) $59.6

* IFRS EPS for the fourth quarter of 2018 of $0.44 on a diluted basis included an aggregate charge of $0.18 (pre-tax) per share
for employee stock-based compensation expense, amortization of intangible assets (excluding computer software), Toronto
transition costs (described below) and restructuring charges. This aggregate charge is within the range we provided on October
24,2018 of an aggregate charge of between $0.14 to $0.20 per share for these items.

Fourth quarter 2018 actual compared to guidance

Q42018
Guidance Actual
IFRS revenue (in billions) $1.70 to $1.80 $1.7
3.5% at the mid-point of
Non-IFRS operating margin "]“Frl{es"z(‘;j‘fs;%déllﬁ’g' 3.5%
guidance ranges
Non-IFRS adjusted SG&A (in millions) $49.0 to $51.0 $55.0
Non-IFRS adjusted EPS (diluted) $0.27 to $0.33 $0.29

For Q4 2018, our revenue was within our guidance range, but slightly below our guidance mid-point as lower than
expected demand in our Communications end market and demand softness from our capital equipment business were partially
offset by stronger than expected demand in our Enterprise end market. Non-IFRS operating margin for Q4 2018 met our guidance.
Non-IFRS adjusted SG&A for Q4 2018 was higher than our guidance range primarily due to higher than expected variable expenses
and SG&A costs incurred in connection with our Impakt acquisition. Our non-IFRS adjusted EPS results for Q4 2018 were within
our guidance range.

Our guidance includes a range for adjusted EPS (which is a non-IFRS measure and is defined below). Management
considers non-IFRS adjusted EPS to be an important measure for investors to understand our core operating performance. A
reconciliation of non-IFRS adjusted net earnings to IFRS net earnings is set forth below.

Non-IFRS measures:

Management uses adjusted net earnings and the other non-IFRS measures described herein (i) to assess operating
performance and the effective use and allocation of resources, (ii) to provide more meaningful period-to-period comparisons of
operating results, (iii) to enhance investors’ understanding of the core operating results of our business, and (iv) to set management
incentive targets. We believe the non-IFRS measures we present herein are useful to investors, as they enable investors to evaluate
and compare our results from operations in a more consistent manner (by excluding specific items that we do not consider to be
reflective of our ongoing operating results), to evaluate cash resources that we generate each period, and to provide an analysis
of operating results using the same measures our chief operating decision makers use to measure performance. In addition,
management believes that the use of a non-IFRS adjusted tax expense and a non-IFRS adjusted effective tax rate provides improved
insight into the tax effects of our ongoing business operations, and is useful to management and investors for historical comparisons
and forecasting. These non-IFRS financial measures result largely from management’s determination that the facts and
circumstances surrounding the excluded charges or recoveries are not indicative of the ordinary course of the ongoing operation
of our business.

We believe investors use both IFRS and non-IFRS measures to assess management’s past, current and future decisions
associated with our priorities and our allocation of capital, as well as to analyze how our business operates in, or responds to,
swings in economic cycles or to other events that impact our core operations.

Non-IFRS measures do not have any standardized meaning prescribed by IFRS and therefore may not be comparable to

similar measures presented by other companies. Non-IFRS measures are not measures of performance under IFRS and should not
be considered in isolation or as a substitute for any standardized measure under IFRS. The most significant limitation to
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management’s use of non-IFRS financial measures is that the charges or credits excluded from the non-IFRS measures are
nonetheless charges or credits that are recognized under IFRS and that have an economic impact on us. Management compensates
for these limitations primarily by issuing IFRS results to show a complete picture of our performance, and reconciling non-IFRS
results back to the most directly comparable IFRS results.

In addition to cash cycle days (including the components thereof) and inventory turns (each described under the caption
“Other Performance Indicators” above), which have no defined meanings under IFRS, we use the following non-IFRS measures:
adjusted gross profit, adjusted gross margin (adjusted gross profit as a percentage of revenue), adjusted SG&A, adjusted SG&A
as a percentage of revenue, operating earnings (adjusted EBIAT), operating margin (operating earnings or adjusted EBIAT as a
percentage of revenue), adjusted net earnings, adjusted EPS, adjusted ROIC, free cash flow, adjusted tax expense and adjusted
effective tax rate. Adjusted EBIAT, adjusted ROIC, free cash flow, adjusted tax expense and adjusted effective tax rate are further
described in the tables below. In calculating these non-IFRS financial measures, management excludes the following items, where
applicable: employee stock-based compensation expense, amortization of intangible assets (excluding computer software),
restructuring and other charges, net of recoveries (as defined below), impairment charges, other solar charges (as defined below),
and acquisition inventory fair value adjustments, all net of the associated tax adjustments (which are set forth in the table below),
and non-core tax impacts (tax adjustments related to acquisitions, and certain other tax costs or recoveries related to restructuring
actions or restructured sites).

The economic substance of these exclusions and management’s rationale for excluding them from non-IFRS financial
measures is provided below:

Employee stock-based compensation expense, which represents the estimated fair value of stock options, RSUs and PSUs
granted to employees, is excluded because grant activities vary significantly from quarter-to-quarter in both quantity and fair value.
In addition, excluding this expense allows us to better compare core operating results with those of our competitors who also
generally exclude employee stock-based compensation expense in assessing their operating performance, who may have different
granting patterns and types of equity awards, and who may use different valuation assumptions than we do.

Amortization charges (excluding computer software) consist of non-cash charges against intangible assets that are
impacted by the timing and magnitude of acquired businesses. Amortization of intangible assets varies among our competitors,
and we believe that excluding these charges permits a better comparison of core operating results with those of our competitors
who also generally exclude amortization charges in assessing operating performance.

Restructuring and other charges, net of recoveries, consist of costs relating to employee severance, lease terminations,
site closings and consolidations, write-downs of owned property and equipment which are no longer used and are available for
sale, reductions in infrastructure, Toronto transition costs (recoveries) (defined below), acquisition-related consulting, transaction
and integration costs (Acquisition Costs), legal settlements (recoveries), and the accelerated amortization of $1.2 million in
unamortized deferred financing costs recorded on the extinguishment of our Prior Facility during the second quarter of 2018. We
exclude these restructuring and other charges, net of recoveries, because we believe that they are not directly related to ongoing
operating results and do not reflect expected future operating expenses after completion of these activities. We believe these
exclusions permit a better comparison of our core operating results with those of our competitors who also generally exclude these
charges, net of recoveries, in assessing operating performance.

Toronto transition costs (recoveries) are costs (recoveries) recorded in connection with the sale of our Toronto real property,
the relocation of our Toronto manufacturing operations, the move of our corporate headquarters to a temporary location while
space in a new office building for such headquarters at our current location is under construction, as well as the move to such new
office space upon its completion. Toronto transition costs consist of direct relocation costs, duplicate costs (such as rent expense,
utility costs, depreciation charges, and personnel costs) incurred during the transition period, as well as cease-use costs incurred
in connection with idle or vacated portions of the relevant premises that we would not have incurred but for these relocations.
Toronto transition recoveries will consist of amounts received from the purchaser of the Toronto real property or gains we record
in connection with its sale. We believe that excluding these costs and recoveries permits a better comparison of our core operating
results from period-to-period, as these costs will not reflect our ongoing operations once these relocations are complete.

Impairment charges, which consist of non-cash charges against goodwill, intangible assets and property, plant and
equipment, result primarily when the carrying value of these assets exceeds their recoverable amount. Our competitors may record
impairment charges at different times, and we believe that excluding these charges permits a better comparison of our core operating
results with those of our competitors who also generally exclude these charges in assessing operating performance.

Other solar charges, consisting of non-cash charges to further write-down the carrying value of our then-remaining solar
panel inventory and the write-down of solar accounts receivable (A/R) (primarily as a result of a solar customer's bankruptcy) to
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estimated recoverable amounts, were recorded in the second quarter of 2017 through cost of sales and SG& A expenses, respectively.
These impairment charges, which were identified during the wind-down of our solar operations, were excluded as they pertained
to a business we had exited, and therefore were no longer directly related to our ongoing core operating results. Although we
recorded significant impairment charges to write down our solar panel inventory in the third quarter of 2016, those charges were
not excluded in the determination of our non-IFRS financial measures for such period, as we were then still engaged in the solar
panel manufacturing business. In connection with this wind-down, we also recorded net non-cash impairment charges to write
down the carrying value of our solar panel manufacturing equipment held for sale to its estimated sales value less costs of disposal,
which we recorded through other charges during 2017.

Acquisition inventory fair value adjustments relate to the write-up of the inventory acquired in connection with our
acquisitions, representing the difference between the cost and fair value of such inventory. Acquired assets and liabilities are
recorded on our balance sheet at their fair values as of the date of acquisition. Fair value adjustments are recognized through cost
of sales in the period during which the acquired inventory is sold. We recognized the full $1.6 million adjustment related to
inventory acquired from Atrenne during the second quarter of 2018 (as all of the inventory was sold during that quarter), which
negatively impacted our gross profit and net earnings for such period. No such adjustment was recorded with respect to inventory
acquired from Impakt. We exclude the impact of the recognition of these adjustments, when incurred, because we believe such
exclusion permits a better comparison of our core operating results from period-to-period, as their impact is not indicative of our
ongoing operating performance.

Non-core tax impacts are excluded, as we believe that these costs or recoveries do not reflect core operating performance
and vary significantly among those of our competitors who also generally exclude these charges or recoveries in assessing operating
performance.

The following table sets forth, for the periods indicated, the various non-IFRS measures discussed above, and a

reconciliation of non-IFRS measures to the most directly comparable IFRS measures, (in millions, except percentages and per
share amounts). 2017 financial information has been restated to reflect our adoption, effective January 1, 2018, of I[FRS 15.
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Three months ended December 31 Year ended December 31
2017 2018 2017 2018
(restated) (restated)
% of % of % of % of
revenue revenue revenue revenue
IFRS revenue $ 1,570.2 $ 1,727.0 $ 6,142.7 $ 6,633.2
IFRS gross profit $§ 101.6 65% $ 1200 69% S§ 4185 68% $ 4305 6.5%

Employee stock-based compensation expense 32 3.8 14.6 14.7

Other solar charges (inventory write-down) — — 0.9 —

Acquisition inventory fair value adjustment — — — 1.6
Non-IFRS adjusted gross profit $ 1048 67% $ 1238 72% § 4340 71% $ 4468  6.7%
IFRS SG&A $ 511 33% $§ 596 35% $ 2032 33% $ 2190 33%

Employee stock-based compensation expense 4.2) (4.6) (15.5) (18.7)

Other solar charges (A/R write-down) — — (0.5) —
Non-IFRS adjusted SG&A $ 469 30% $ 550 32% $ 1872 3.0% $ 2003  3.0%
IFRS earnings before income taxes $ 213 14% $ 201 12% $ 1331 22% $ 819 12%

Finance costs 2.6 9.2 10.1 24.4

Employee stock-based compensation expense 7.4 8.4 30.1 334

Amortization of intangible assets (excluding computer software) 1.1 5.1 5.5 11.6

Net restructuring, impairment and other charges (recoveries) " 175 16.9 37.0 61.0

Other solar charges (inventory and A/R write-down) — — 1.4 —

Acquisition inventory fair value adjustment — — — 1.6
Non-IFRS operating earnings (adjusted EBIAT) ) $ 499 32% $§ 597 35% $§ 2172 35% $ 2139 32%
IFRS net earnings $ 136 09% $ 60.1 35% $§ 1055 17% $ 989 1.5%

Employee stock-based compensation expense 7.4 8.4 30.1 334

Amortization of intangible assets (excluding computer software)

1.1 5.1 5.5 11.6

Net restructuring, impairment and other charges (recoveries) " 17.5 16.9 37.0 61.0

Other solar charges (inventory and A/R write-down) — — 1.4 —

Acquisition inventory fair value adjustment — — — 1.6

Adjustments for taxes ? 0.5) (50.8) (6.5) (56.7)
Non-IFRS adjusted net earnings $  39.1 $ 397 $ 173.0 $ 1498
Diluted EPS

Weighted average # of shares (in millions) 145.5 138.0 145.2 140.6

IFRS earnings per share 0.09 0.44 $ 0.73 0.70

Non-IFRS adjusted earnings per share 0.27 0.29 $ 1.19 1.07
# of shares outstanding at period end (in millions) 141.8 136.3 141.8 136.3
IFRS cash provided by (used in) operations $ 437 $ (1.9) $ 127.0 $ 33.1

Purchase of property, plant and equipment, net of sales proceeds (20.6) (18.8) (101.8) (78.5)

Finance lease payments (1.7) 0.9) (6.5) (17.0)

Repayments from former solar supplier — — 12.5 —

Finance costs paid (2.6) (14.3) (10.2) (36.0)
Non-IFRS free cash flow © $ 188 $  (35.9) $ 210 $  (98.4)

IFRS ROIC % @ 7.0% 5.0% 11.5% 5.8%
Non-IFRS Adjusted ROIC % © 16.4% 15.0% 18.8% 15.1%

(1) Management uses non-IFRS operating earnings (adjusted EBIAT) as a measure to assess performance related to our core operations. Non-IFRS adjusted
EBIAT is defined as earnings before income taxes, finance costs (consisting of interest and fees related to our credit facility, our accounts receivable sales
program, and the SFP), amortization of intangible assets (excluding computer software), and in applicable periods, employee stock-based compensation
expense, net restructuring and other charges (recoveries) (consisting of restructuring charges (recoveries), Acquisition Costs, legal settlements (recoveries),
Toronto transition costs (recoveries), and the accelerated amortization of unamortized deferred financing costs), impairment charges (recoveries), other solar
charges, and acquisition inventory fair value adjustments. See "Operating Results -- Other charges" for separate quantification and discussion of impairment
charges, and the components of net restructuring and other charges (recoveries).

(2) The adjustments for taxes, as applicable, represent the tax effects of our non-IFRS adjustments and non-core tax impacts (described below).
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The following table sets forth a reconciliation of our IFRS tax expense and IFRS effective tax rate to our non-IFRS adjusted tax expense and our non-IFRS
adjusted effective tax rate for the periods indicated, in each case determined by excluding the tax benefits or costs associated with the listed items (in millions,
except percentages) from our IFRS tax expense for such periods:

Three months ended Year ended
December 31 December 31
Effective Effective Effective Effective
2017 tax rate 2018 tax rate 2017 tax rate 2018 tax rate
(restated) (restated)
IFRS tax expense and IFRS effective tax rate $ 7.7 36% § (40.0) 199% $ 27.6 21% $  (17.0) 2H%
Tax costs (benefits) of the following items excluded from
IFRS tax expense:
Employee stock-based compensation expense 0.9 1.1 1.7 2.3
Amortization of intangible assets (excluding
computer software) — — — —
Net restructuring, impairment and other charges 0.4) 0.7 1.0 1.4
Other solar charges (inventory and A/R write-down) — — 0.4 —
Non-core tax impact related to fair value adjustment on
acquisitions* — 49.6 — 533
Non-core tax impacts related to restructured sites™* — (0.6) 34 (0.3)
Non-IFRS adjusted tax expense/Non-IFRS adjusted effective
tax rate $ 8.2 17% $ 108 21% $ 341 16% $ 39.7 21 %

Consists of deferred tax assets attributable to our acquisitions of Atrenne (recorded in the second quarter of 2018) and Impakt (recorded in the fourth quarter
of 2018)

Includes the Solar Benefit recorded in the second quarter of 2017.

Management uses non-IFRS free cash flow as a measure, in addition to IFRS cash provided by (used in) operations, to assess our operational cash flow
performance. We believe non-IFRS free cash flow provides another level of transparency to our liquidity. Non-IFRS free cash flow is defined as cash provided
by (used in) operations after the purchase of property, plant and equipment (net of proceeds from the sale of certain surplus equipment and property), finance
lease payments, repayments from a former solar supplier, and finance costs paid. As a measure of liquidity, and consistent with the inclusion of our Toronto
relocation capital expenditures and transition costs in non-IFRS free cash flow in the periods incurred, we will include amounts we receive from the sale of
our Toronto real property in non-IFRS free cash flow in the period of receipt. Note that non-IFRS free cash flow, however, does not represent residual cash
flow available to Celestica for discretionary expenditures.

Management uses non-IFRS adjusted ROIC as a measure to assess the effectiveness of the invested capital we use to build products or provide services to
our customers, by quantifying how well we generate earnings relative to the capital we have invested in our business. Our non-IFRS adjusted ROIC measure
reflects non-IFRS operating earnings, working capital management and asset utilization. Non-IFRS adjusted ROIC is calculated by dividing non-IFRS
adjusted EBIAT by average net invested capital. Net invested capital (calculated in the table below) consists of the following IFRS measures: total assets
less cash, accounts payable, accrued and other current liabilities and provisions, and income taxes payable. We use a two-point average to calculate average
net invested capital for the quarter and a five-point average to calculate average net invested capital for the year. A comparable measure under IFRS would
be determined by dividing IFRS earnings before income taxes by net invested capital (which we have set forth in the charts above and below), however, this
measure (Which we have called IFRS ROIC), is not a measure defined under IFRS.
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The following table sets forth, for the periods indicated, our calculation of IFRS ROIC % and non-IFRS adjusted ROIC
% (in millions, except IFRS ROIC % and non-IFRS adjusted ROIC %). 2017 financial information has been restated to reflect
our adoption, effective January 1, 2018, of IFRS 15.

Three months ended Year ended
December 31 December 31
2017 2018 2017 2018
(restated) (restated)
IFRS earnings before income taxes $ 213 % 20.1 $ 133.1 $ 81.9
Multiplier to annualize earnings 4 4 1 1
Annualized IFRS earnings before income taxes $ 852  $ 804  $ 133.1 $ 81.9
Average net invested capital for the period $ 1,216.5 $ 1,594.1 $ 1,1529  $ 1,413.6
IFRS ROIC % 7.0% 5.0% 11.5% 5.8%
Three months ended Year ended
December 31 December 31
2017 2018 2017 2018
(restated) (restated)
Non-IFRS operating earnings (adjusted EBIAT) $ 499 § 597 $ 2172 § 213.9
Multiplier to annualize earnings 4 4 1 1
Annualized non-IFRS adjusted EBIAT $ 199.6  § 2388  § 2172 § 213.9
Average net invested capital for the period $ 1,216.5 $ 1,594.1 $ 1,152.9 $ 1,413.6
Non-IFRS adjusted ROIC % 16.4% 15.0% 18.8% 15.1%
December 31, March 31, June 30, September 30, December 31,
2017 2018 2018 2018 2018
(restated)
Net invested capital consists of:
Total assets $ 29642 $ 29760 $ 32122 § 3,316.1 $ 3,737.7
Less: cash 515.2 435.7 401.4 457.7 422.0
Less: accounts payable, accrued and other current liabilities,
provisions and income taxes payable 1,228.6 1,278.1 1,413.8 1,473.3 1,512.6
Net invested capital at period end $ 12204 $ 12622 $ 13970 $ 13851  § 1,803.1
December 31, March 31, June 30, September 30, December 31,
2016 2017 2017 2017 2017
(restated) (restated) (restated) (restated) (restated)
Net invested capital consists of:
Total assets $ 2,8419 $ 2,8335 §$ 28767 $ 2,8920 $ 2,964.2
Less: cash 557.2 558.0 582.7 527.0 515.2
Less: accounts payable, accrued and other current liabilities,
provisions and income taxes payable 1,189.7 1,165.2 1,167.9 1,152.4 1,228.6
Net invested capital at period end " $ 1,050 $ 1,103 $ 1,261 $ 12126  $ 1,220.4
(1) See footnote 4 of the previous table.
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Recently issued accounting pronouncements:
IFRS 16, Leases:

In January 2016, the IASB issued this standard, which brings most leases on-balance sheet for lessees under a single
model, eliminating the distinction between operating and finance leases. IFRS 16 supersedes IAS 17, Leases, and related
interpretations, and is effective for periods beginning on or after January 1, 2019. We adopted this standard effective January 1,
2019 applying the modified retrospective approach, whereby the cumulative effect of adopting IFRS 16 will be recognized as an
adjustment to the opening retained deficit balance as of January 1, 2019, without restatement of prior period comparative
information. We have implemented changes to our business processes, systems and controls to enable the preparation of our
consolidated financial statements in accordance with IFRS 16. We will recognize new right-of-use assets and lease liabilities related
to the majority of our operating leases on our consolidated balance sheet as of January 1, 2019 upon initial application of IFRS
16. The amortization of these assets will be recognized as a depreciation charge, and the interest expense on the lease liabilities
will be recognized as finance costs in our consolidated statement of operations. Previously, we recognized operating lease expenses
on a straight-line basis over the lease term generally in cost of sales or SG&A in our consolidated statement of operations. No
significant changes are expected for our existing finance leases nor for any leases in which we are a lessor. Although we are
completing our analysis of the impact of adopting IFRS 16, we anticipate that the initial application of the new standard will have
a material impact on our consolidated financial statements, and we currently estimate that we will recognize right-of-use assets
and lease liabilities on our consolidated financial statements of approximately $113 million as of January 1, 2019. The opening
retained deficit adjustment is not expected to be material.

Research and development, patents and licenses, etc.

The information required by this item is set forth above in Item 4(B) "Information on the Company — Business
Overview — Research and Technology Development."

Trend Information

The information required by this item is set forth above in "Overview," "Operating Results," and "Liquidity and Capital
Resources," in Item 3(D) "Key Information — Risk Factors," and in Item 4(B) "Information on the Company — Business
Overview."

Off-Balance Sheet Arrangements

Not applicable.

90




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




