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Celestica Announces Second Quarter 2018 Financial Results

July 31, 2018 8:15 PM EDT
(All amounts in U.S. dollars. Per share information based on diluted shares outstanding unless otherwise noted.)

TORONTO, July 31, 2018 (GLOBE NEWSWIRE) -- Celestica Inc. (TSX:CLS) (NYSE:CLS), a leader in design, manufacturing and supply chain solutions for the world's most innovative companies, today announced financial results for the quarter ended June 30, 2018. During the first
quarter of 2018, Celestica completed a reorganization of its business into two operating and reportable segments —Advanced Technology Solutions (ATS) and Connectivity & Cloud Solutions (CCS)*. Celestica also adopted new accounting standards effective January 1, 2018, and
prior period comparatives have been restated. See “Adoption of IFRS 15" below.

Second Quarter 2018 Highlights

Revenue: $1.70 billion, compared to our previously provided guidance range of $1.575 to $1.675 billion, increased 9% compared to the second quarter of 2017; Operating margin
(non-IFRS)**: 3.1%, compared to 3.2% at the mid-point of our revenue and non-IFRS adjusted EPS guidance ranges for the quarter, and 3.7% for the second quarter of 2017
Revenue dollars from our ATS segment increased 16% compared to the second quarter of 2017, and represented 33% of total revenue, compared to 31% of total revenue for the
second quarter of 2017; ATS segment margin*** was 5.1% compared to 4.7% for the second quarter of 2017

Revenue dollars from our CCS segment increased 6% compared to the second quarter of 2017, and represented 67% of total revenue, compared to 69% of total revenue for the
second quarter of 2017; CCS segment margin*** was 2.2% compared to 3.3% for the second quarter of 2017

IFRS EPS: $0.11 per share, compared to $0.24 per share for the second quarter of 2017

Adjusted EPS (non-IFRS)**: $0.29 per share, compared to our previously provided guidance range of $0.25 to $0.31 per share, and $0.32 per share for the second quarter of 2017
Adjusted ROIC (non-IFRS)**: 16.0%, compared to 20.8% for the second quarter of 2017

Free cash flow (non-IFRS)**: ($53.0 million), compared to $32.8 million for the second quarter of 2017

Entered into a new $800 million credit facility in June 2018

“Celestica’s second quarter results reflect strong year over year and sequential revenue growth in both our ATS and CCS segments, as well as improvements in our CCS segment margin from the prior quarter, said Rob Mionis, President and CEO, Celestica. “We are pleased with the
ongoing successful execution of our ATS growth strategy, which continues to demonstrate our ability to diversify our revenue base and achieve consistent ATS segment margin performance.”

“As the broad-based of i usage i to grow, our industry and customers are operating in a constrained materials environment. While this backdrop is driving near-term working capital and other i i ies across our i we
anticipate that our diversification stralegy and ongoing cost reduction initiatives should still enable us to further improve our revenue mix and margins as we progress into the second half of 2018.”

*Our ATS segment consists of our ATS end marke( and is compnsed of our aerospace and defense, industrial, smart energy, i capltal i and i Our CCS segment consists of our Communications and Enterprise end markets,
and is of our servers and storage businesses. Prior period financial ir has been to reflect this ized segment structure. See “Segment Reorganization” below.

** See “Non-IFRS Supplementary Information” below for information on our rationale for the use of non-IFRS measures, and Schedule 1 for, among other items, non-IFRS measures included in this press release, as well as their definitions, uses, and a reconciliation of non-IFRS to
IFRS measures.

*** Segment performance is evaluated based on segment revenue, segment income and segment margin (segment income as a percentage of segment revenue). See note 4 to our June 30, 2018 unaudited interim condensed consolidated financial statements (Q2 2018 Interim
Financial Statements) for further detail.

Second Quarter and Year-to-Date Summary

Three months ended Six months ended
June 30 June 30
2017 2018 2017 2018
Revenue (in millions) $ 1,557.6 $ 1,695.2 $ 3,039.7 $ 3,194.9
IFRS net earnings (in millions) $ 34.6 $ 16.1 $ 57.1 $ 30.2
IFRS EPS . $ 0.24 $ 0.1 $ 0.39 $ 0.21
Non-IFRS adjusted net earnings (in millions) $ 46.3 $ 40.2 $ 88.1 $ 741
Non-IFRS adjusted EPS $ 0.32 $ 0.29 $ 0.61 $ 0.52
Non-IFRS adjusted return on invested capital (adjusted ROIC) 20.8% 16.0% 20.1% 15.1%
Non-IFRS operating margin 3.7% 3.1% 3.7% 3.1%
Notes to Table
International Financial Reporting Standards (IFRS) earnings per share (EPS) for the second quarter of 2018 included an aggregate charge of $0.16 (pre-tax) per share for employee stock-based compensation expense, of intangible assets ling computer software),

Toronto transition costs (described on Schedule 1 attached hereto), and restructuring charges (see the tables in Schedule 1 and note 13 to the Q2 2018 Interim Financial Statements for per-item charges). This aggregate charge is within the range we provided on April 27, 2018 of
between $0.13 to $0.19 per share for these items.

IFRS EPS for the second quarter and first half of 2018 included an aggregate $0.11 per share and $0.19 per share negative impact, respectively, attributable to other charges, most significantly restructuring charges incurred in connection with our cost efficiency initiative discussed
under “Restructuring Update” below, and a $0.01 per share negative impact for each period resulting from the recognition of a $1.6 million fair value adjustment in cost of sales due to the write-up in the value of the inventory of Atrenne Integrated Solutions, Inc. (Atrenne) on the date of
acquisition (Atrenne FVA), offset in part by an aggregate $0.03 per share and $0.06 per share net benefit pertaining to taxes, respectively (consisting of $0.03 per share tax benefit in each period resulting from the recognition of deferred tax assets attributable to our acquisition of
Atrenne (Atrenne DTA) and a $0.04 per share tax benefit in each period arising from the reversal of previously-accrued Mexican taxes (Mexican Tax Reversal), offset in part by negative foreign currency tax impacts in each period). See notes 5, 13 and 14 to our Q2 2018 Interim
Financial Statements for further detail. Non-IFRS adjusted EPS for the second quarter and first half of 2018 each excluded the impact of other charges, the Atrenne FVA and the Atrenne DTA, as these items are not reflective of our ongoing operational performance (see Schedule 1 for
further detail).

IFRS EPS for the second quarler and first half of 2017 |ncluded a $0.05 and $0.11 per share negative impact, respectively, attributable to other charges, primarily restructuring charges incurred in connection with our organizational design and global business services initiatives, and
ite-d of th solar panel in the second quarter of 2017, and was favorably impacted by a $0.03 per share deferred income tax benefit related to the write-downs and impairments we recorded for our solar assets in the then-current and
prior quarters (Solar Benefit). See notes 13 and 14 to our Q2 2018 Inter\m Financial Statements for further detail. Non-IFRS adjusted EPS for the second quarter and first half of 2017 each excluded the impact of the Solar Benefit.

Non-IFRS operating margin for the second quarter and first half of 2018 were negatively impacted primarily by changes in overall mix, pricing pressures primarily in our CCS segment, and the additional inventory provisions we recorded in the second quarter of 2018 compared to the
prior year periods.

Non-IFRS measures do not have any standardized meaning prescribed by IFRS and therefore may not be to similar by other public ies that use IFRS or other generally accepted accounting principles (GAAP). See “Non-IFRS Supplementary
Information” below for information on our rationale for the use of non-IFRS measures, and Schedule 1 for, among other items, non-IFRS measures included in this press release, as well as their definitions, uses, and a reconciliation of non-IFRS to IFRS measures.

Segment Reorganization

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. Prior to this reorganization, we operated in one reportable segment
(Electronic Manufacturing Services), which was comprised of multiple end markets (ATS, Communications and Enterprise during 2017). Our prior period financial information has been reclassified to reflect the reorganized segment structure. Additional information regarding our
reportable segments is included in note 4 to our Q2 2018 Interim Financial Statements.

as a Per ge of Total Three months ended Six months ended
June 30 June 30
2017 2018 2017 2018

ATS 31% 33% 32% 34%
CCs 69% 67% 68% 66%

Communications 44% 42% 44% 41%

Enterprise 25% 25% 24% 25%
Revenue (in billions) $1.56 $1.70 $3.04 $3.19
Segment Income (in millions) and Margin Three months ended June 30 Six months ended June 30

2017 2018 2017 2018
Segment Segment Segment Segment
Margin Margin Margin Margin

ATS $ 225 47% $ 28.2 51% $ 45.8 47% $ 56.1 5.2%
Ccs 35.7 3.3% 24.9 2.2% 65.6 3.2% 4.7 2.0%

As part of our strategy to continue to diversify our business and improve overall shareholder returns, we are undertaking a comprehensive review of our CCS business, with the intention of addressing under-performing programs. This review could ultimately result in our
disengagement from certain customer programs if we determine that financial returns from such programs are not to contribute to improved in our revenues and operating margins for such segment. This could in turn result in corresponding declines in our CCS
segment revenue. We intend to 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.

New $800 Million Credit Facility

In June 2018, we entered into a new $800 million credit facility, which consists of a $350 million term loan (New Term Loan) that matures in June 2025, and a $450 million revolving credit facility (New Revolver) that matures in June 2023. The New Term Loan, which was fully drawn at
closing, was used primarily to repay all amounts outstanding under our previous credit facility (Prior Facility) that was scheduled to mature in May 2020. Our Prior Facility was terminated on such repayment. Other than ordinary course letters of credit, there were no amounts
outstanding under the New Revolver as of June 30, 2018. See Note 11 to our Q2 2018 Interim Financial Statements.

Atrenne Acquisition

In April 2018, we completed the acquisition of U.S.-based Atrenne, a designer and manufacturer of ruggedized electromechanical solutions, primarily for military and commercial aerospace applications. This acquisition is intended to expand our il improve our di

and bolster our leadership position within the aerospace and defense market. In addition, Atrenne's capabilities in the design and manufacture of value-added mechanical solutions are expected to expand our service offerings for our industrial customers. The purchase price lor
Atrenne was $141.7 million, net of cash acquired, |nc\ud|ng a net working capltal adjustment of $3.8 million (which is subject to finalization). The purchase was funded with borrowings under the revolving portion of our Prior Facility. We also recorded a $1.6 million fair value adjustment
to write-up Atrenne's inventory on the date of presenting the between the inventory's cost and its fair value. This fair value adjustment was fully recognized in cost of sales in the second quarter of 2018, with a resulting negative impact on gross profit and net
earnings for the quarter. See note 5 to our Q2 2018 Imerlm Flnanc\al Statements.




Restructuring Update

In the fourth quarter of 2017, we of additional ing actions under a new cost efficiency initiative. We have recorded $23.7 million in restructuring charges from the commencement of this initiative through the end of the second quarter of 2018,
including the $8.8 million of restructuring charges recorded in the second quarter of 2018. We currently estimate that we will incur aggregate restructuring charges of between $50 million and $75 million for this initiative, and that most of the charges will be recorded in the second half
of 2018 through mid-2019.

Toronto Real Property and Related Transactions Update

We currently anticipate that the sale of our Toronto real property, which includes the site of our corporate and Toronto { to close by the end of 2018, although further delays in the approval process could move the closing to early 2019. Should the
sale be consummated, the sale price will be approximately $137 million Canadian dollars, including a cash deposit of $15 million Canadian dollars which we have already received.

The cash proceeds from the sale of this property (if consummated) are expected to more than offset the building improvements and other capitalized costs, as well as transition costs, associated with the relocation activities resulting from the anticipated property sale. We have incurred
aggregate capitalized costs of approximately $11 million, as well as transition costs of approximately $7 million (since October 2017) in with our r and the 1 of our new facilities. We expect to incur total capitalized costs of $17 million, and total transition
costs of up to $15 million, in each case through the end of the first quarter of 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 and in our Q2 2018 Interim Financial
Statements. A description of the impact of our transition to IFRS 15 is included in notes 2 and 3 to our Q2 2018 Interim Financial Statements.

Third Quarter 2018 Outlook

For the quarter ending September 30, 2018, we anticipate revenue to be in the range of $1.65 billion to $1.75 billion, non-IFRS selling, general and administrative expenses (SG&A) to be in the range of $49.0 million to $51.0 million, non-IFRS operating margin to be 3.3% at the
mid-point of our revenue and non-IFRS adjusted EPS guidance ranges for the quarter, and non-IFRS adjusted EPS to be in the range of $0.26 to $0.32. We expect a negative $0.17 to $0.23 per share (pre-tax) aggregate impact on net earnings on an IFRS basis for employee
stock-based compensation expense, amortization of intangible assets (excluding computer software), Toronto transition costs (described on Schedule 1 hereto), and restructuring charges. We also anticipate our non-IFRS adjusted annual effective tax rate for 2018 to be between 17%
and 19%. We cannot predict changes in currency exchange rates, the impact of such changes on our operating results, or the degree to which we will be able to manage such impacts.

See “Non-IFRS In ion” below for it ion on our rationale for the use of non-IFRS measures, and Schedule 1 for, among other items, non-IFRS measures included in this press release, as well as their definitions, uses, and a reconciliation of non-IFRS to IFRS
measures.

Non-IFRS Operating Margin Goal

Our goal is for non-IFRS operating margin to be 3.5% or higher for the fourth quarter of 2018, as we anticipate the ion of cost effici from our ing actions, and benefits from anticipated increases in ATS segment revenue.

We do not provide reconciliations for forward-looking non-IFRS financial measures, as we are unable to provide a i Il or accurate ion or estil 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 signifi of the F d-looking non-IFRS financial measures may vary materially from the corresponding IFRS financial measures.

Second Quarter 2018 Webcast

Management will host its second quarter 2018 results conference call today at 5:00 p.m. Eastern Daylight Time. The webcast can be accessed at www.celestica.com.

Non-IFRS Supplementary Information

In addition to disclosing detailed operating results in accordance with IFRS, Celestica provides supplementary non-IFRS measures to consider in evaluating the company’s operating performance. Management uses adjusted net earnings and other non-IFRS measures to assess
operating performance and the effective use and allocation of resources; to provide more meaningful period-to-period comparisons of operating results; to enhance investors’ understanding of the core operating results of Celestica’s business; and to set management incentive targets.
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.

See Schedule 1 - Supplementary Non-IFRS Measures for, among other items, non-IFRS measures provided herein, non-IFRS definitions, and a reconciliation of non-IFRS to IFRS measures.

About Celestica

Celestica enables the world's best brands. Through our recognized customer-centric approach, we partner with leading companies in aerospace and defense, nterpri: industrial, semiconductor capital equipment, and smart energy to deliver solutions
for their most complex challenges. As a leader in design, manufacturing, hardware platform and supply chain solutions, Celestica brings global expertise and insight at every stage of product development - from the drawing board to full-scale production and after-market services. With
talented teams across North America, Europe and Asia, we imagine, develop and deliver a better future with our customers.

For more on, visit hitp: celestica.com

Our securities filings can also be accessed at www.sedar.com and www.sec.gov.
Cautionary Note Regarding Forward-looking Statements

This news release contains forward-looking statements, including, W/thoul limitation, those related to our future growth; trends in the electronics manufacturing services (EMS) industry, including the continuation of adverse market conditions, and their anticipated impact on our
business and results of operations; our anticipated financial and/or results our quarterly revenue, non- -IFRS adjusted SG&A expenses, non- -IFRS operating margin, and non-IFRS EPS, as well as our non-IFRS operating margin goal for the fourth
quarter of 2018 and anticipated non-IFRS annual adjusted effective tax rate for 2018); the antici ization of cost from our ing actions and in ATS segment revenue in the fourth quarter of 2018; our potential disengagement from
certain CCS customer programs as a result of our comprehensive review of our CCS business, and potential declines in our ccs 'segment revenue, changes to our manufacturing network and/or adaitional restructuring actions as a result of such review and/or any disengagement
from under-performing programs; the cash, working capital and other operational inefficiency or financial impacts materials ints; the ability of our diversification strategy and cost reduction initiatives to further improve our revenue mix and segment and
overall margins as we progress into the second half of 2018; the impact of acquisitions and program wins or losses on our //qu/d/!y financial results and working capital requi actions and charges, capital expenditures and other anticipated
working capital requirements, including the anticipated amounts, timing and funding thereof; the impact of tax and litigation outcomes; our cash flows, financial targets, priorities and lnmat/ves intended investments in our business; changes in our mix of revenue; our ability to diversify
and grow our customer base and develop new capabilities; the expected impact of the acquisition of Atrenne on our position in the aerospace and defense and industrial markets, the expected increase in annual intangible asset amortization charges resulting from the Atrenne
acquisition, and the expected timing of the completion of our Atrenne asset valuations and purchase price allocation; our intention to settle outstanding equity awards with subordinate voting shares; the ummg and lerms of the sale of our real property in Tomnto and related
transactions, including the expected lease of our new corporate headquaners (collectively, the Toronto Real Property Transactions); the costs, timing and execution of relocating our existing Toronto and the antic y of our corporate
headquarters while space in a new office building is under (including our that the costs of such relocations will be more than offset by the cash proceeds from the property sale, if consummated); the timing of the adoption of, ‘and transition activities related o,

newly-issued accounting standards; the potential true-up premium on the annuity purchased for our U.K. Main pension plan; and our intentions with respect to our U.K. Supplementary pension plan and the potential true-up premium on the annuity purchased with respect thereto. Such
forward-looking statements may, wtthnut limitation, be preceded by, followed by or include words such as “believes,” “expects,” “antrclpates " “estimates,” “intends,” ‘plans,” contmues " “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 ft a-I by , 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, where applicable, and applicable Canadian secum‘/es laws.

Forward-looking statements are provided for the purpose of assisting readers in s current i and plans relating to the future. Readers are that such ir iate 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 forecasts or in such forward-looking mdudlng, among o!hers risks related to: our customers’ ability to compete and
succeed in the marketplace with the services we provide and the products we manufacture; customer and segment and the of ifying our customer base and replacing revenue from completed or lost programs or customer disengagements, which could
be driven by a number of factors, mcludmg but not limited to operating supply base or our ability to achreve acceptable financial returns; changes in our mix of customers and/or the types of products or services we provide; higher concentration of fulfillment
services and/or other lower margin programs impacting gross profit; price, margin pressures, including from customer and other factors affectmg, and the highly competitive nature of, the EMS industry in general and our CCS segment in partioular;
responding to changes in demand, rapidly evolving and changing technologies, and changes in our business and i including the i ; customer, and/or supplier any or strategic
(including “ t and our recent acquisition of Atrenne), and achieving the benefits ; retaining or our buslness due to execution and quality issues (including our ability to resolve these our
having sufficient financial resources and Workmg capital to fund currently anticipated financial obligations and to pursue desirable business opportunites, and potential negative impacts on our liuidity, financial condition and/or results of operations resulting from significant uses of
cash and/or any future uritie d-party for or to otherwise fund our ; delays in the delivery and ava/!ab//lry of components, services and marer/a/s lnc/udmg from supp/lers upon which we are dependent for certain
components; our restructuring actions, /ncludmg i the i benefits , and the potential nega!/ve /mpacr of trans/tmns resulting from our actions on our charges or other write-downs of assets;
nmanaging our operations, growth initiatives, and our working capital performance during uncertaln market and to our . or those of our supp//ers and/or /og/st/cs panners including asa result of global or local events
outside of our control (mcludmg as a result of Bntam 's intention to leave the European Union (Brexit), policies or legislation proposed or instituted by the current U. S administration, including w:th respect to taxes and tariffs, and/or by other
in response thereto); th or of our ions; recruiting or retaining skilled talent; changes to our operating model; changing commodity, material and component costs as well as labor costs and condtions; defects or deficiencies in our products, services or
designs; non: performance by counterparties; our financial exposure to foreign currency volatility, including fluctuations that may result from Brexit and/or the policies or legislation proposed or instituted by the current U.S. our global ions and supply
chain; our affected by rapid change; ir income and other taxes, tax audits, and challenges of defending our tax positions, and obtaining, renewing or meeting the conditions of tax incentives and crediits; the potential that conditions to
closing the Toronto Rea/ Property Transactions may not be satisfied on a timely basis or at all; the costs, timing and/or execution af re/ocalmg our ex/stmg Toronto and/or proving to be other than anticipated; computer viruses,
malware, hacking attempts or outages that may disrupt our operations; the variability of revenue and operating results; grants and social responsrbmty initiatives; and current or future litigation, governmental actions, and/or
changes in /eg/slarlon The foregoing and other material risks and uncertainties are discussed in our public filings at www.sedar.com and W /nc/udlng in our most recent MD&A, our 2017 Annual Report on Form 20-F filed with, and subsequent reports on Form 6-K furnished
to, the U.S. and as the Canadian Securities Administrators.

Our revenue, earnings and other financial guidance contained in this press release is based on various assumptions, many of which involve factors that are beyond our control. Our material assumptions include those related to the following: i fmm our ,
which generally range fmm 30to 90 days and can fluctuate significantly in terms of volume and mix of products or services; the timing and of, and il with, ramping new business (including new business ié with i the
pursuit, the success in the marketplace of our customers’ products; the pace of change in our traditional businesses (CCS segment) and our ability to retain programs and customers; the stability of general economic and market conditions,
currency exchange mies and mierest rates; our pricing, the competitive environment and contract terms and conditions; supplier performance, pricing and terms; compliance by third parties with their contractual obligations, the accuracy of their representations and warranties, and
of thei  the costs and of materials, services, plant and capital equipment, labor, energy and transportation; the extent of the tly-imposed tariffs and and our liability for any such costs; operational
and financial matters mcludlng the ex!enl timing and costs of replacing revenue from completed or lost programs, or customer that the impact of the recent U.S. tax reform on our operations will be as we currently anticipate; our ability to
recover accounts receivable outstanding from a former solar supplier; the timing, execution and effect of actions; the ion of qualrry issues that arise from time to time; our havmg suffi c/ent financial resources and working capital to fund currently
an!/crpated financial ob//gatlans and to Ppursue desirable business opportunities; our ability to diversify our customer base and develop new the of cash for of voting shares under our current NCIB; compliance with
laws and g to NCIBs; that we are able to successful!y mtegrate Atrenne and achieve the expected benefits from the acquisition; and that the sale of our Toronto real property will be consummated by early 2019. While management believes these
assumptions to be reasonable under the cumem circumstances, they may prove to be it 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 fe rd-looking il to us are expressly qualified by these cautionary statements.
Supplementary Non-IFRS Measures Schedule 1

Our non-IFRS measures herein include adjusted gross profit, adjusted gross margin (adjusted gross profit as a percentage of revenue), adjusted selling, general and administrative expenses (SG&A), adjusted SG&A as a percentage of revenue, operating earnings (adjusted EBIAT),
operating margin (adjusted EBIAT as a percentage of revenue), adjusted net earnings, adjusted earnings per share, adjusted return on invested capital (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 it d nse, of
intangible assets (excluding computer software), restructuring and other charges, net of recoveries (including Toronto transition costs (recoveries), acquisition-related costs, legal of unamortized deferred financing costs (each
described below)), impairment charges (i.e., the write- down of goodwm intangible assets and property, plant and equipment), other solar charges, and the Atrenne inventory fair value adjustment (each descrlbed below), all net of the associated tax adjustments (which are set forth in
the table below), deferred tax write-offs/costs or with ing actions or sites, and non-core tax impacts (described below).

We believe the non-IFRS measures we present herein are useful, as they enable investors to evaluate and compare our results from operations and cash from our business in a more consistent manner (by excluding specific items that we do not consider to be
reflective of our ongoing operating results) and 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.

Non-IFRS measures do not have any standardized meaning prescribed by IFRS and may not be to similar by other public companies that use IFRS, or who report under U.S. GAAP and use non-U.S. GAAP measures to describe similar operating
metrics. Non-IFRS measures are not measures of performance under IFRS and should not be considered in isolation or as a subsmule for any standardized measure under IFRS.

The most significant limitation to managemems 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 the company.
for thes primarily by issuing IFRS results to show a complete picture of the company’s performance, and reconciling non-IFRS results back to IFRS results.

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

tock-based ion expense, which rep the estil fair value of stock options, restricted share units and performance share units 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 operating performance, who may have different granting patterns and
types of equity awards, and who may use different valuation assumptions than we do, including those competitors who report under U.S. GAAP and use non-U.S. GAAP measures to present similar metrics.

Amortization charges (excluding computer software) consist of non-cash charges against intangible assets that are impacted by the timing and itude of acquired busi ization 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, include costs relating to employee severance, lease terminations, site c\oslngs 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 below), lated consulting, transaction and i costs, legal ), and th amortization of unamortized deferred financing costs (discussed below). We exclude 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 in operating per

Restructuring and other charges, net of recoveries, includes Toronto transition costs (recoveries), which are costs (recoveries) recorded in connection with the sale of our Toronto real property, the relocation of our existing 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 (to be built by, and which we intend to lease from, the purchasers of our Toronto real property) 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 purchasers of the Toronto real property or gains we record in connection with its sale, if consummated. We believe that
excluding these costs and permits a better of our core operating results from period-to-period, as these costs will not reflect our ongoing operations once these relocations are complete.

Restructuring and other charges, net of recoveries, include 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 have excluded the impact of this non-cash
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charge because we believe such exclusion permits a better comparison of our core operating results from period-to-period, as this charge is not

of our typical i charges.

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 amount. Our
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.

may record il charges at different

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 estimated recoverable amounts,
were recorded in the second quarter of 2017 through cost of sales and SG&A expenses, respectively. Both of these impairment charges, which were identified during the wind down phase of our solar operations after our decision to exit the solar panel manufacturing business, are
excluded as they pertain o a business we have exited, and we therefore believe they are no longer directly related to our ongoing core operating resuits. 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 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 to sell, which we recorded through other charges during 2017.

The Atrenne inventory fair value adjustment consists of a $1.6 million write-up of the inventory acquired in connection with our purchase of Atrenne, 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. The amount of the Atrenne fair value adjustment is recognized through cost of sales as the inventory is sold. During the second quarter of 2018, we recognized the full $1.6 million adjustment (as such acquired inventory
was sold during the quarter), which negatively impacted our gross profit and net earnings for the period. We have excluded the impact of this adjustment (which is not applicable to any other period) because we believe such exclusion permits a better comparison of our core operating
results from period-to-period, as the impact of the fair value adjustment is not indicative of our ongoing operating performance.

Deferred tax writ or with restructuring actions or restructured sites are excluded, as we believe that these write-offs/costs or recoveries do not reflect core operating performance and vary significantly among those of our competitors who also
generally exclude these costs or ies in operating per he impact of infrequent or unusual tax items (non-core tax impacts) are excluded because we believe such exclusion permits a better comparison of our core operating results from period to period, as
the impact of such items is not indicative of our ongoing operating performance.

The following table sets forth, for the periods indicated, the various non-IFRS above, and a of IFRS to non-IFRS measures (in millions, except percentages and per share amounts):
Three months ended June 30 Six months ended June 30
2017 2018 2017 2018
% of % of % of % of
revenue revenue revenue revenue
IFRS revenue $ 1,557.6 $ 1,695.2 $ 3,039.7 $ 3,194.9
IFRS gross profit $ 108.8 7.0% $ 104.8 6.2% $ 211.3 7.0% $ 198.3 6.2%
Employee stock-based compensation expense 34 28 8.5 79
Other solar charges (inventory write-down) 0.9 0.9
Atrenne inventory fair value adjustment — 16 — 16
Non-IFRS adjusted gross profit $ 113.1 7.3% $ 109.2 6.4% $ 220.7 7.3% $ 207.8 6.5%
IFRS SG&A $ 50.4 3.2% $ 52.7 3.1% $ 3.4% $ 105.0 3.3%
Employee stock-based compensation expense (2.3) (4.4) 9.7)
Other solar charges (A/R write-down) (0.5) —
Non-IFRS adjusted SG&A 3.1% 2.8% 3.1% 3.0%
IFRS earnings before income taxes $ 39.0 2.5% $ 20.9 1.2% $ 69.5 2.3% $ 40.3 1.2%
Finance costs 26 4.9 52 8.2
Employee stock-based compensation expense 57 72 16.7 17.6
Amortization of intangible assets (excluding com