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Report to Shareholders 
CAE reported revenue of $848.7 million for the third quarter of fiscal 2022, compared with $832.4 million in the third quarter last year. Revenue 
was 15% higher this quarter, excluding $93.5 million of revenue in the third quarter last year from a contract to provide the Canadian government 
with ventilators as part of CAE’s COVID-19 humanitarian initiatives. Third quarter net income attributable to equity holders was $26.2 million 
($0.08 per share) compared to $48.8 million ($0.18 per share) last year. Adjusted net income* in the third quarter of fiscal 2022 was $60.7 million 
($0.19 per share) compared to $60.0 million ($0.22 per share) last year. 

Operating income this quarter was $65.5 million (7.7% of revenue), compared to $82.9 million (10.0% of revenue) last year. Third quarter 
adjusted segment operating income was $112.7 million (13.3% of revenue) compared to $97.2 million (11.7% of revenue) last year. Adjusted 
segment operating income excluding COVID-19 government support programs was $112.7 million (13.3% of revenue) compared to $86.6 million 
(10.4% of revenue) last year. All financial information is in Canadian dollars unless otherwise indicated.  

“I am very pleased with our performance in the third quarter, having delivered double-digit growth, strong free cash flow, and a near doubling of 
order intake compared to the third quarter last year -- all of which adds to my conviction in the path to a larger, more resilient, and more profitable 
CAE in the future,” said Marc Parent, CAE’s President and Chief Executive Officer. “In a still-challenging global environment, we delivered 
15 percent revenue growth, before the contribution of our ventilator humanitarian initiative last year, 16 percent higher adjusted segment 
operating income, and $0.19 of adjusted earnings per share. Free cash flow was a healthy $282.1 million, underscoring the cash generative 
nature of our business. Most notably, we made excellent progress on the order front with a book-to-sales ratio of 1.62 times, securing nearly 
$1.4 billion in orders and concluding the quarter with a $9.2 billion backlog. In Civil, we booked $753 million in orders for a 1.93 times book-to-
sales ratio, including long-term training agreements with airlines and business aircraft operators, and 19 full-flight simulator sales. In Defence, 
we booked orders for training and mission support solutions valued at $593 million for 1.39 times book-to-sales. And in Healthcare, we continued 
to drive double-digit revenue growth with our reenergized organization and innovative solutions.”  

On CAE’s outlook, Parent added, “we have been adeptly playing offence during this period of disruption and the long-term outlook for CAE has 
never looked more attractive. We expect pandemic headwinds to be with us for some time, including ongoing supply chain disruptions, employee 
and customer absenteeism due to infections, operational constraints by local authorities, and intermittent border restrictions. The current COVID-
19 surge has extended the timeline to a broad global recovery, but our performance in the quarter confirms that we are on the path to strong 
cyclical recovery and secular growth when our markets eventually open and emerge from the pandemic.”   

Civil Aviation Training Solutions (Civil) 
Third quarter Civil revenue was $390.1 million vs. $412.2 million in the third quarter last year on a 10 percentage point increase in Civil training 
centre utilization to 60%, and lower full-flight simulators (FFSs)* deliveries, with seven this quarter compared to 10 in the third quarter last year. 
The lower number reflects timing differences in the quarterly phasing of FFS deliveries and remains consistent with the outlook for approximately 
30 for the year. Civil training services revenue, including CAE’s interest in joint ventures, was approximately 10% higher compared to third 
quarter last year. Operating income was $57.1 million compared to $48.4 million in the same quarter last year. Adjusted segment operating 
income was $83.4 million (21.4% of revenue) compared to $62.0 million (15.0% of revenue) in the third quarter last year. Adjusted segment 
operating income excluding COVID-19 government support programs, of which there was none this quarter, was also $83.4 million (21.4% of 
revenue) compared to $58.4 million (14.2% of revenue) in the same quarter last year.     

During the quarter, Civil signed training solutions contracts valued at $752.5 million, including contracts for 19 FFSs sales, bringing FFS sales 
for the first nine months to 33. Since the end of the quarter, Civil has signed orders for an additional four FFSs, bringing the year-to-date tally to 
37. More than 60% of the FFS orders Civil has received so far this fiscal year are from customers in the Americas where air travel recovery and
pilot training demand has been much more pronounced. Notable training contracts for the quarter include five-year extensions of commercial 
aviation training agreements with Avianca and Endeavor Air, a nine-year commercial aviation training agreement with Norwegian, as well as 
five-year business aviation training agreements with Global Jet Luxembourg, XO Jet and Vista Jet. Civil also announced the expansion of its 
pilot training capacity in Dubai and will deploy its first Bombardier Global 6500 FFS to the Emirates-CAE Flight Training Centre joint venture.  

The Civil book-to-sales ratio was 1.93x for the quarter and 1.20x for the last 12 months. The Civil backlog at the end of the quarter was $4.6 billion. 

On October 28, 2021, CAE announced it entered into an agreement to acquire Sabre's AirCentre airline operations portfolio. Subject to 
completion, the acquisition will further expand its reach across its broad customer base beyond pilot training and establish itself as a technology 
leader in the growing market for industry-leading, digitally-enabled flight and crew operations solutions. The agreement, which is valued at US 
$392.5 million excluding post-closing adjustments, includes the Sabre AirCentre product portfolio, related technology and intellectual property 
as well as the transfer of AirCentre's highly talented workforce. The closing of the transaction is expected in the first quarter of calendar 2022 
and is subject to customary conditions and regulatory approvals. 

Defence and Security (Defence) 
Third quarter Defence revenue was $426.5 million, up 42% compared to the third quarter last year, which includes $127.9 million from L3Harris 
Technologies' Military Training business (L3H MT). Operating income was $16.5 million compared to $21.8 million in the same quarter last year. 



 

 

Adjusted segment operating income was $32.0 million (7.5% of revenue), including $19.6 million from L3H MT, compared to $22.3 million (7.5% 
of revenue) in the third quarter last year. Adjusted segment operating income, excluding COVID-19 government support programs, was also 
$32.0 million (7.5% of revenue) compared to $15.9 million (5.3% of revenue) in the same quarter last year. The organic Defence business 
(Defence excluding L3H MT) delivered higher sequential revenue and adjusted segment operating income this quarter but remained lower 
compared to last year. This is a result of COVID-19 impacts on orders and program execution, particularly internationally, sustained since the 
onset of the pandemic.  
 
Defence booked orders for $592.6 million, including competitive prime awards, recompetes and contract expansions, across all five domains 
(Air, Land, Sea, Space and Cyber). In the Air domain, Defence strengthened its international presence with the German Air Force’s competitive 
selection to provide Ab Initio pilot training, replacing the 60-year incumbent. Along with this new live-flight training program, Defence also 
expanded its relationship with the US Navy’s Chief of Naval Air Training (CNATRA) by adding T-45 live-flight training to its instructional services 
contract. Beyond live-flight training, Defence was awarded a multi-year contract from an Australian customer to provide integrated support and 
training on a range of strategic platforms. Other contract expansions include four task orders on Defence’s Simulator Common Architecture 
Requirements and Standards (SCARS) single award IDIQ, as the US Air Force accelerates the integration and standardization of approximately 
2,400 simulators across 300 locations. 
 
Broadening beyond its core Air, Land and Sea programs, Defence won its first competitive prime contracts in Cyber and Space. Since the end 
of the quarter, Defence was awarded a contract by Canada’s Department of National Defense (DND) to expand cyber intrusion detection 
capabilities on the Innovation for Defence Excellence and Security (IDEaS) program, and it was awarded its first prime simulation contract in 
the Space domain. These strategic Cyber and Space prime contracts, along with Defence’s first Intelligence Community (IC) competitive prime 
win in the second quarter, further establish CAE Defence as the world leading platform agnostic, training and simulation pure play ensuring 
mission readiness by integrating solutions across all five domains. 
 
The Defence book-to-sales ratio was 1.39x for the quarter and 1.05x for the last 12 months (excluding contract options). The Defence backlog, 
including options and CAE’s interest in joint ventures, at the end of the quarter was $4.6 billion. The Defence pipeline remains strong with some 
$6.2 billion of bids and proposals pending customer decisions. 
 
Healthcare 
Third quarter Healthcare revenue was $32.1 million, vs. $120.9 million in the third quarter last year, which included $93.5 million revenue from 
a contract to supply the Canadian government with ventilators. Excluding revenue from the ventilator contract last year, revenue would have 
been 17% higher this quarter. Operating loss was $8.1 million compared to an income of $12.7 million in the same quarter last year. Adjusted 
segment operating loss was $2.7 million compared to an income of $12.9 million (10.7% of revenue) in the third quarter last year. Adjusted 
segment operating loss excluding COVID-19 government support programs was also $2.7 million, compared to an income of $12.3 million 
(10.2% of revenue) in the same quarter last year. Healthcare continued to deliver year over year quarterly revenue growth (excluding ventilators), 
as it ramps up an expanded and reenergized organization with a clear focus on achieving greater scale.      
 
Healthcare launched an update of the Inventory Manager for CAE LearningSpace Enterprise tool, which expands LearningSpace by offering a 
single platform to track manage and report on simulation centre assets, and a new e-commerce platform for its skills trainers, elevating the user 
experience and broadening customer access (https://medicalskillstrainers.cae.com/).  
 
During the quarter, Healthcare released CAE Vimedix 3.3, an update to its ultrasound education platform, which provides the ability to easily 
build assessments or create exercises, includes new instructional content focused on point-of-care ultrasound and emergency medicine and 
introduces an all-new Virtual Probe feature. Healthcare also introduced 11 new on-demand online digital courses through its collaboration with 
the British Columbia Institute of Technology, which features a virtual simulation targeting specific medical assessments and treatments.  
 
Additional financial highlights 
CAE incurred restructuring, integration and acquisition costs of $47.2 million during the third quarter of fiscal 2022, including $17.4 million related 
to L3H MT, and $23.0 million related to the restructuring program in connection with the previously announced measures to best serve the 
market by optimizing CAE’s global asset base and footprint, adapting its global workforce and adjusting its business to correspond with expected 
levels of demand for certain products and services. The Company continues to expect significant annual recurring cost savings to ramp up to a 
run rate of approximately $65 to $70 million by the start of fiscal year 2023. 
 
Net cash provided by operating activities was $309.6 million for the quarter, compared to $234.8 million in the third quarter last year. Free cash 
flow was $282.1 million for the quarter compared to $224.0 million in the third quarter last year. The increase was mainly due to a lower 
investment in non-cash working capital, partially offset by payments related to the integration and acquisition costs of its recently acquired 
businesses and severances and other costs associated with the previously announced restructuring program.  
 
Income tax expense this quarter amounted to $2.6 million, representing an effective tax rate of 8%, compared to an effective tax rate of nil for 
the third quarter last year. The income tax rate was impacted by restructuring, integration and acquisition costs this quarter, and excluding these 
costs the income tax rate used to determine adjusted net income of $60.7 million and adjusted EPS of $0.19 in Q3FY22 was 20%. In the third 
quarter of last year, the income tax rate was impacted by restructuring costs and tax audits. Excluding the effect of these elements the rate 



 

 

would have been 16% in the third quarter last year. On this basis, the increase in the tax rate was mainly attributable to the mix of income from 
various jurisdictions.  
 
Growth and maintenance capital expenditures* totaled $76.9 million this quarter. 
 
Net debt* at the end of the quarter was $2,310.5 million for a net debt-to-capital ratio* of 36.5%. This compares to net debt of $2,481.5 million 
and a net debt-to-capital ratio of 38.2% at the end of the preceding quarter.  
 
Adjusted return on capital employed (ROCE)* was 6.1% this quarter compared to 6.6% last quarter and 6.4% in the third quarter last year. 
Adjusted ROCE excluding COVID-19 government support programs was 5.5% this quarter compared to 5.5% last quarter and 5.0% in the third 
quarter last year. 
 
CAE's participation in the Government of Canada CEWS program (COVID-19 government support) ceased on June 5, 2021 and accordingly, 
CAE did not claim any CEWS benefits for wages and salary costs incurred subsequent to June 5, 2021.  
 
Management outlook 
Since the start of the pandemic in March 2020, CAE has made several important strategic moves by seizing opportunities arising from market 
disruption, including raising approximately $1.6 billion in equity to pursue a pipeline of growth opportunities, and securing (or announcing) nine 
accretive acquisitions. At the same time as expanding CAE’s reach externally, the Company embarked on enterprise level initiatives to 
substantially lower its cost structure and achieve even greater levels of operational excellence, including consolidating its global asset base and 
innovating digitally enabled processes. CAE has been carrying out a growth strategy with the intent to emerge from the pandemic a larger, more 
resilient, and more profitable company than ever before. Specifically, as a waypoint along its journey to cyclical recovery and beyond, the 
Company is currently targeting to reach a consolidated adjusted segment operating margin of approximately 17% by the time its markets are 
generally recovered, with steady room for further improvement thereafter. It expects to reach this level of profitability on a significantly larger 
base of business with a post-pandemic capital structure that will allow the Company to sustain ample flexibility to further invest in its future.  
 
Notwithstanding the ongoing challenges posed by the pandemic, CAE is already delivering stronger financial performance, expanding and 
optimizing its position, and booking substantial orders. Pandemic-related headwinds are expected to persist for some time, including supply 
chain disruptions, sporadic staffing shortages due to COVID-19 infections, operational constraints imposed by local authorities, and intermittent 
border restrictions. The emergence and rapid spread of the Omicron variant is extending the timeline to a broad global recovery but has not 
changed management’s positive view of CAE’s potential as its end markets eventually open and emerge from the pandemic.   
 
Expected secular trends are favourable for all three of the Company’s core business segments. Greater desire by airlines to entrust CAE with 
their critical training and digital operational support and crew management needs, higher expected pilot demand (attrition and crisis-induced 
career shifts) and strong growth in business jet travel demand are enduring positives for the Civil business. The paradigm shift from asymmetric 
to near-peer threat and recognition of the sharply increased need for digital immersion-based, synthetic solutions in national defence are tailwinds 
that favour the Defence business. Healthcare is poised to leverage opportunities presented by a growing nursing shortage and rising demand 
for Public Safety and Security.  
 
The Company believes there is considerable pent-up demand for air travel, and the slope of Civil’s recovery to pre-pandemic levels and beyond 
depends on the timing and rate at which border restrictions and quarantine measures around the world can safely be lifted. Civil’s strong training 
performance in the Americas and increased FFS order activity, provide a compelling blueprint for the potential of a broader global recovery. In 
fiscal year 2022, the Company expects strong growth in Civil for the year overall.  
 
Given the increasing relevancy of training and simulation, CAE’s Defence segment is also on a multi-year path to becoming a larger and more 
profitable business. Management is currently focused on the successful integration of L3H MT and expects to fully realize the $35 to $45 million 
of cost synergies by fiscal year 2024. Defence is now more closely aligned with its defence customers’ utmost priorities and is established as 
the world's leading platform agnostic, global training and simulation pure play defence business. This is expected to bring increased potential to 
capture business around the world, accelerated with the expanded capability and customer set the combined entity now possesses. CAE’s U.S. 
Defence business continues to be relatively less impacted by the pandemic, although it also faces a near-term budgetary headwind on new 
program starts as a result of the congressionally enacted Continuing Resolution (CR). COVID-19 related headwinds are most persistent for the 
international defence business; however, management views them as temporary, and continues to expect to deliver strong growth for fiscal year 
2022 notwithstanding these impacts. It expects this improvement to be driven by a reacceleration of order intake, including for higher-margin 
product programs, and for its annual Defence book-to-sales ratio to surpass 1x for the first time in the last four years. The Company also expects 
stronger Defence performance to be driven by the progressive realization of synergies related to the L3H MT integration.   
 
And in Healthcare, the outlook is for continued quarterly year over year growth, as it gains share in the healthcare simulation and training market 
and focuses on achieving greater scale. The long-term potential is for Healthcare to become a material and profitable business within CAE, and 
for the current fiscal year, management expects it to deliver top- and bottom-line double-digit growth (excluding ventilators). 
 
Total capital expenditures are expected to exceed $250 million in fiscal year 2022, primarily in support of sustainable and accretive growth 
opportunities. The Company usually sees a higher investment in non-cash working capital accounts in the first half of the fiscal year, and as in 



 

 

previous years, management expects a portion of the non-cash working capital investment to reverse in the second half. The Company continues 
to target a 100% conversion of net income to free cash flow for the year. In addition to restructuring, integration and acquisition costs related to 
the L3H MT acquisition in Defence, CAE expects to incur total restructuring expenses related to its ongoing cost saving initiatives of 
approximately $50 million in fiscal year 2022. The Company continues to expect to reach a run-rate annual recurring cost savings of 
approximately $65 to $70 million by the start of fiscal year 2023. 
 
Management’s expectations are based on the prevailing market conditions, the timing and degree of easing of global COVID-19-related mobility 
restrictions, and customer receptivity to CAE’s training solutions and operational support solutions as well as material assumptions contained in 
this press release, quarterly MD&A and in CAE’s fiscal year 2021 MD&A. 
 
Corporate Social Responsibility 
During the quarter, CAE was recognized for its commitment to gender equality with its inclusion in the 2022 Bloomberg LP Gender-Equality 
Index (GEI) for the fourth consecutive year. CAE continued to champion employee engagement and experience – it was recognized as one of 
the Top Canadian employers for Young People by Canada’s Top 100.  CAE’s Business Aviation team received the Gold award for Employee 
Experience in the Crisis and the silver award for Customer Experience in the Crisis – Government & Aviation at the International Customer 
Experience Awards (ICXA). CAE reinforced its support for veterans with the recent launch of the Insignia Employee Resource Group. As a 
testament to the close ties with this community, CAE won the HIRE Vets Medallion Award from the U.S Department of Labor.  
 
CAE demonstrated once more its commitment to the health and safety of the community with the temporary reopening of its CAE Montreal 
Vaccination Centre, thereby reducing pressure on the healthcare system as third-dose vaccinations needed to be accelerated in the province of 
Quebec. CAE also supported the local community by raising $1 million for Centraide of Greater Montreal (United Way) through employee 
contributions, fundraising activities and a corporate donation.  
 
By offering training solutions using simulators, CAE has been a longstanding contributor to the decarbonization of the aerospace industry. It is 
estimated that, during the Company’s fiscal year 2021, more than five million tonnes of CO2e emissions were avoided by training in simulators 
in CAE’s global network rather than on a real aircraft. In September 2020, CAE became the first carbon-neutral Canadian aerospace company.  
 
To learn more about CAE’s corporate sustainability roadmap and achievements, the report can be downloaded at https://www.cae.com/social-
responsibility/. 
 
 
* This report includes non-GAAP and other financial measures. For information on these measures, please refer to Section 5 of CAE’s 

Q3FY22 Management’s Discussion and Analysis. 
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