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CAE Press Release

CAE reports second quarter results for fiscal year 2015

e Q2revenue up 11% over prior year at $529.4 million
e Q2 netincome to equity holders from continuing operations* up 10% over prior year at $42.0 million
e Q2 EPS of $0.16 vs. $0.15 in prior year

Montreal, Canada, November 12, 2014 — (NYSE: CAE; TSX: CAE) — CAE today reported financial results for
the second quarter ended September 30, 2014. Net income attributable to equity holders from continuing
operations was $42.0 million ($0.16 per share) this quarter, compared to $38.2 million ($0.15 per share) in the
second quarter last year. Revenue for the quarter was $529.4 million, compared to $478.2 million in the second
quarter last year. All financial information is in Canadian dollars.

“Performance for the second quarter was in line with our outlook for growth in Civil and Healthcare, and for
resiliency in Defence,” said Marc Parent, CAE’s President and Chief Executive Officer. “In Civil, we made
important progress with our solutions strategy, with Japan Airlines agreeing to conduct all its pilot training at the
upcoming CAE-JAL joint venture. In Defence, we received contract extensions and technology upgrades from our
existing installed base and long-term services programs. And in Healthcare, we made good progress and
continue to be encouraged by our prospects in this growing market. For CAE overall, we are reiterating our
expectations for a stronger performance in the second half and solid growth for the year as a whole.”

Summary of consolidated results

(amounts in millions, except operating margins) Q2-2015 Q1-2015 Q4-2014 Q3-2014 Q2-2014
Revenue $ 529.4 526.2 575.7 503.9 478.2
Operating profit™ $ 72.8 71.7 86.7 76.4 64.6
As a % of revenue % 13.8 13.6 15.1 15.2 13.5
Earnings from continuing operations $ 41.6 43.6 59.8 47.0 38.1
Earnings (loss) from discontinued operations $ 0.9 (2.0) 0.1 0.6 0.1
Net income attributable to the equity holders of

the company $ 42.9 41.8 60.0 46.1 38.3
Total backlog @ $ 48129 49315 50048 49630 47144

Civil Simulation and Training (Civil)

Revenue for Civil was $296.0 million in the second quarter, up 10% compared to $269.3 million last year. Second
quarter operating income was $45.4 million (15.3% of revenue), up 16% compared to $39.0 million (14.5% of
revenue) last year.

During the quarter we announced a joint venture agreement with Japan Airlines to provide flight crew training
services across Northeast Asia. Japan Airlines will conduct all its training at the CAE-JAL joint venture starting in
April 2015.

Also during the quarter, we signed solutions agreements with an expected value of $297.5 million, including a
long-term contract extension with LATAM Airlines in South America to include training for the new Airbus A350; a
contract with Air Algérie in Africa to train 200 new cadets for the airline over the next four years; and, two full-flight
simulator (FFS) sales and training centre operations services for customers in the Middle East and Asia. The Civil
book-to-sales® ratio for the quarter was 1.01x and 1.11x for the last 12 months. Second quarter Civil backlog was
$2.4 billion, including our share of joint ventures but not yet including the upcoming joint venture with Japan
Airlines.



Summary of Civil Simulation and Training results
(amounts in millions except operating margins,

SEU and FFSs deployed) Q2-2015 Q1-2015 Q4-2014 Q3-2014 Q2-2014
Revenue $ 296.0 308.9 3235 282.1 269.3
Segment operating income® $ 45.4 49.5 58.0 45.2 39.0
Operating margins % 15.3 16.0 17.9 16.0 145
Total backlog $ 2,415.9 2,414.7 2,424.8 2,377.3 2,277.2
SEU®) 196 192 194 190 188
FFSs deployed 245 241 239 238 233

Defence and Security (Defence)
Revenue for Defence was $209.1 million, up 9% compared to $191.1 million last year. Operating income was
$25.6 million (12.2% of revenue), up 2% compared to $25.2 million (13.2% of revenue) last year.

During the quarter, we continued to expand our base of long-term, recurring services contracts and our worldwide
customer fleet of flight training devices with new deployments, contract extensions and technology upgrades. The
U.S. Air Force exercised options on existing contracts to provide training services for the Predator/Reaper
remotely piloted vehicles and the KC-135 tanker aircraft, and the U.S. Navy also exercised options for training on
the T-44C aircraft. We also received contracts to upgrade simulators for the German Air Force’s Eurofighter, the
Royal Canadian Air Force’s CP-140 Aurora, the U.S. Air Force's C-5 Galaxy, and the Royal Australian Air Force's
AP-3C Orion aircraft. And, we won orders for a UH-72A Lakota helicopter simulator for the U.S. Army and a
C-130 Fuselage trainer for the U.S. Air Force Reserve Command. The latter contract includes the provision of
high-fidelity trauma patient simulators from CAE Healthcare, to create an immersive environment for airmen
involved in aeromedical evacuation training. In total, we received $167.4 million in Defence orders this quarter,
representing a book-to-sales ratio of 0.80x. The book-to-sales ratio for the last 12 months was 0.89x. Second
quarter Defence backlog was $2.4 billion, including joint ventures and unfunded backlog.

Summary of Defence and Security results

(amounts in millions except operating

margins) Q2-2015 Q1-2015 Q4-2014 Q3-2014 Q2-2014

Revenue $ 209.1 197.9 230.3 201.8 191.1

Segment operating income $ 25.6 21.9 28.0 31.0 25.2

Operating margins % 12.2 11.1 12.2 15.4 13.2

Total backlog $ 2,397.0 25168 2,580.0 2,585.7  2,437.2
Healthcare

Revenue in Healthcare was up 37% to $24.3 million for the quarter, compared to $17.8 million in the second
quarter last year. Operating income was up to $1.8 million (7.4% of revenue) compared to $0.4 million (2.2% of
revenue) last year.

We had success across a number of healthcare market segments during the quarter involving sales of our patient
and ultrasound simulators, audiovisual solutions, courseware, training and multi-year services. Defence
customers included the U.S. Navy and U.S. Air Force Reserve Command as well as a military training centre in
Saudi Arabia. In nursing and health science education, we sold patient simulators and multi-year services to the
Southeast Technical Institute in the U.S. In the professional and OEM market, we developed a simulation-based
training solution for physicians using the Impella® heart pump in partnership with Abiomed.

Summary of Healthcare results

(amounts in millions except operating

margins) Q2-2015 Q1-2015 Q4-2014 Q3-2014 Q2-2014
Revenue $ 24.3 194 21.9 20.0 17.8
Segment operating income $ 1.8 0.3 0.7 0.2 0.4

Operating margins % 7.4 1.5 3.2 1.0 2.2




Additional financial highlights

Income taxes this quarter were $12.9 million representing an effective tax rate of 24%, compared to 17% last
year. The higher rate this year results mainly from a change in the mix of income from various jurisdictions.

Free cash flow® from continuing operations was negative $17.1 million for the second quarter. The increase from
last quarter was mainly attributable to favourable changes in non-cash working capital®, partially offset by lower
cash provided by continuing operating activities. The decrease from second quarter last year was mainly due to
unfavourable changes in non-cash working capital. We continue to expect stronger free cash flow in the second
half of the fiscal year.

Capital expenditures® totaled $35.8 million this quarter, with growth expenditures representing 51% of the total
and maintenance capital expenditures the balance.

Net debt® was $998.5 million as at September 30, 2014, compared to $901.6 million as at June 30, 2014.
Approximately one-third of the increase results from foreign exchange on long-term debt. Our net debt-to-
capital@® ratio was 39.9%.

CAE will pay a dividend of $0.07 per share effective December 31, 2014 to shareholders of record at the close of
business on December 15, 2014.

Additional information

You will find a more detailed discussion of our results by segment in the Management’s Discussion and Analysis
(MD&A) as well as in our consolidated interim financial statements which are posted on our website at
www.cae.com/investors.

CAFE’s unaudited consolidated interim financial statements and management’s discussion and analysis for the
guarter ended September 30", 2014 have been filed with the Canadian securities commissions and are available
on our website (www.cae.com) and on SEDAR (www.sedar.com). They have also been filed with the U.S.
Securities and Exchange Commission and are available on their website (www.sec.gov).

Conference call Q2 FY2015

CAE will host a conference call focusing on fiscal year 2015 second quarter results today at 1:00 p.m. ET. The
call is intended for analysts, institutional investors and the media. Participants can listen to the conference by
dialling + 1 877 586 3392 or +1 416 981 9024. The conference call will also be audio webcast live for the public at
www.cae.com.

CAE is a global leader in providing comprehensive training solutions based on world-leading simulation
technology and integrated training services. The company employs 8,000 people at more than 160 sites and
training locations in 35 countries. Our vision is to be our customers' Partner of Choice and we take a long-term
approach to customer relationships. We offer our civil aviation and defence and security customers a complete
range of highly innovative product, service and training centre solutions designed to help them meet their mission
critical needs for safety, efficiency and readiness. We provide similar solutions to customers in healthcare and
mining. CAE has the largest installed base of civil and military flight simulators, supported by a range of after-
sales services, and has been serving the needs of its customers for nearly 70 years. We have the broadest
training services network in the world and offer civil aviation, military and helicopter training services in 67
locations worldwide and train more than 120,000 civil and military crewmembers annually.

You will find more information about the risks and uncertainties associated with our business in the MD&A section
of our annual report and annual information form for the year ended March 31, 2014. These documents have
been filed with the Canadian securities commissions and are available on our website (www.cae.com), on
SEDAR (www.sedar.com) and a free copy is available upon request to CAE. They have also been filed with the
U.S. Securities and Exchange Commission under Form 40-F and are available on EDGAR (www.sec.gov). The
forward-looking statements contained in this news release represent our expectations as of November 12, 2014
and, accordingly, are subject to change after this date. We do not update or revise forward-looking information
even if new information becomes available unless legislation requires us to do so. You should not place undue
reliance on forward-looking statements.
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Non-GAAP and other financial measures

This press release includes non-GAAP and other financial measures. Non-GAAP measures are useful
supplemental information but may not have a standardized meaning according to GAAP. These measures should
not be confused with, or used as an alternative for, performance measures calculated according to GAAP. They
should also not be used to compare with similar measures from other companies. Management believes that
providing certain non-GAAP measures provides users with a better understanding of our results and trends and
provides additional information on our financial and operating performance.

() Operating profit is non-GAAP measure that shows us how we have performed before the effects of certain financing
decisions and tax structures. We track operating profit because we believe it makes it easier to compare our performance with
previous periods, and with companies and industries that do not have the same capital structure or tax laws.

@ Total backlog is non-GAAP measure that includes obligated backlog, joint venture backlog and unfunded backlog.
Obligated backlog represents the expected value of orders we have received but have not yet executed. Joint venture backlog
is obligated backlog that represents the expected value of our share of orders that our joint ventures have received but have
not yet executed. Unfunded backlog represents firm Defence and Security orders we have received but have not yet executed
for which funding authorization has not yet been obtained, in which we include unexercised negotiated options which we view
as having a high probability of being exercised, but exclude indefinite-delivery/indefinite-quantity (IDIQ) contracts.

) The book-to-sales ratio is the total orders divided by total revenue in the period.

) Segment operating income (SOI) is a non-GAAP measure and our key indicator of each segment’s financial performance.
This measure gives us a good indication of the profitability of each segment because it does not include the impact of any
items not specifically related to the segment’s performance. We calculate it by using segment operating profit, including the
after tax share in profit of equity accounted investees and excluding net finance expense, income taxes and other items not
specifically related to the segment’s performance.

) Simulator equivalent unit (SEU) is an operating measure we use to show the total average number of FFSs available to
generate earnings during the period.

®) Free cash flow is a non-GAAP measure that shows us how much cash we have available to invest in growth opportunities,
repay debt and meet ongoing financial obligations. We use it as an indicator of our financial strength and liquidity. We
calculate it by taking the net cash generated by our continuing operating activities, subtracting maintenance capital
expenditures, investment in other assets not related to growth and dividends paid and adding proceeds from the disposal of
property, plant and equipment, dividends received from equity accounted investees and proceeds, net of payments, from
equity accounted investees.

(") Non-cash working capital is a non-GAAP measure we use to monitor how much money we have committed in the day-to-
day operation of our business. We calculate it by taking current assets (not including cash and cash equivalents and assets
held for sale) and subtracting current liabilities (not including the current portion of long-term debt and liabilities related to
assets held for sale).

(8) Maintenance capital expenditure is a non-GAAP measure we use to calculate the investment needed to sustain the current
level of economic activity. Growth capital expenditure is a non-GAAP measure we use to calculate the investment needed to
increase the current level of economic activity.

©) Net debt is a non-GAAP measure we use to monitor how much debt we have after taking into account liquid assets such as
cash and cash equivalents. We use it as an indicator of our overall financial position, and calculate it by taking our total long-
term debt, including the current portion of long-term debt, and subtracting cash and cash equivalents.

(19) Net debt-to-capital is calculated as net debt divided by the sum of total equity plus net debt.
For a detailed reconciliation of these measures as well as other non-GAAP and other financial measures
monitored by CAE, please refer to CAE’s management's discussion and analysis filed with the Canadian

securities commissions available on our website (www.cae.com) and on SEDAR (www.sedar.com).

*Net income attributable to equity holders of the Company from continuing operations
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Consolidated Statement of Financial Position

(Unaudited) September 30 March 31
(amounts in millions of Canadian dollars) 2014 2014
Assets

Cash and cash equivalents $ 2778 $ 3123
Accounts receivable 415.0 453.9
Contracts in progress: assets 295.0 256.4
Inventories 246.4 219.5
Prepayments 75.9 76.6
Income taxes recoverable 30.0 24.8
Derivative financial assets 11.1 7.3
Assets held for sale 56.7 -
Total current assets $ 1,407.9 $ 1,350.8
Property, plant and equipment 1,364.5 1,341.2
Intangible assets 821.8 870.7
Investment in equity accounted investees 254.7 234.6
Deferred tax assets 33.1 31.8
Derivative financial assets 11.4 7.5
Other assets 399.7 400.1
Total assets $ 4,293.1 $ 4,236.7

Liabilities and equity

Accounts payable and accrued liabilities $ 646.1 $ 685.0
Provisions 211 28.6
Income taxes payable 7.2 8.3
Contracts in progress: liabilities 125.8 167.4
Current portion of long-term debt 51.5 50.6
Derivative financial liabilities 25.9 24.6
Liabilities held for sale 11.1 -
Total current liabilities $ 888.7 $ 964.5
Provisions 6.2 6.4
Long-term debt 1,224.8 1,117.9
Royalty obligations 153.7 161.5
Employee benefits obligations 143.5 115.5
Deferred gains and other non-current liabilities 1915 204.2
Deferred tax liabilities 171.7 166.1
Derivative financial liabilities 9.7 18.4
Total liabilities $ 2,789.8 $ 2,754.5
Equity

Share capital $ 537.2 $ 5175
Contributed surplus 19.7 19.5
Accumulated other comprehensive income 95.9 129.5
Retained earnings 806.2 775.1
Equity attributable to equity holders of the Company $ 1,459.0 $ 1,441.6
Non-controlling interests 44.3 40.6
Total equity $ 1,503.3 $ 1,482.2

Total liabilities and equity $ 4,293.1 $ 4,236.7




Consolidated Income Statement

(Unaudited) Three months ended Six months ended
(amounts in millions of Canadian dollars, September 30 September 30
except per share amounts) 2014 2013 2014 2013
Continuing operations
Revenue 529.4 $ 478.2 $ 1,055.6 $ 998.3
Cost of sales 393.2 352.0 782.9 733.8
Gross profit 136.2 $ 126.2 $ 2727 $ 2645
Research and development expenses 16.6 14.9 31.0 32.2
Selling, general and administrative expenses 60.5 59.8 124.4 127.4
Other gains — net 0.2) (5.6) (4.0) (10.9)
After tax share in profit of equity accounted investees (13.5) (7.5) (23.2) (10.4)
Operating profit 72.8 $ 64.6 $ 1445 $ 126.2
Finance income (2.1) (2.3) (4.2) (5.0)
Finance expense 20.4 20.9 39.0 40.8
Finance expense — net 18.3 $ 186 $ 348 $ 358
Earnings before income taxes 54.5 $ 46.0 $ 109.7 $ 904
Income tax expense 12.9 7.9 24.5 7.8
Earnings from continuing operations 41.6 $ 381 $ 852 $ 826
Discontinued operations
Earnings (loss) from discontinued operations 0.9 0.1 (1.1) 1.0
Net income 425 $ 382 $ 841 $ 836
Attributable to:
Equity holders of the Company 42.9 $ 383 $ 847 $ 839
Non-controlling interests (0.4) (0.1) (0.6) (0.3)
42.5 $ 38.2 $ 841 $ 83.6
Earnings per share from continuing and discontinued
operations attributable to equity holders of the Company
Basic and diluted — continuing operations 0.16 $ 015 $ 032 $ 032
Basic and diluted — discontinued operations - - - -
0.16 $ 015 $ 0.32 $ 032




Consolidated Statement of Comprehensive Income

Three months ended

Six months ended

(Unaudited) September 30 September 30
(amounts in millions of Canadian dollars) 2014 2013 2014 2013
Net income $ 425 $ 382 84.1 $ 836
Items that may be reclassified to net income
Foreign currency translation
Net currency translation difference on the translation of financial
statements of foreign operations $ 291 $ 4.7) (31.0) $ 437
Net (losses) gains on certain long-term debt denominated in foreign
currency and designated as hedges of net investments in foreign operations (22.2) 9.5 (6.5) (5.4)
Income taxes 0.9) .7) 1.9 -
Share in foreign currency translation difference of equity accounted investees 10.7 (5.2) 2.7 1.8
$ 167 $ (2.1) (32.9) $ 401
Net changes in cash flow hedges
Effective portion of changes in fair value of cash flow hedges $ (14.7) $ 2.6 3.8 $ (12.8)
Reclassification to income or to the related non-financial asset 1.2) 4.1 (3.9) 6.6
Income taxes 4.3 (1.9) - 15
After tax share in net changes of cash flow hedges
of equity accounted investees (0.1) 0.3 0.1 (0.7)
$ (11.7) $ 51 - $ (5.4)
Net changes in available-for-sale financial instruments
Net change in fair value of available-for-sale financial assets $ - $ 0.1 - $ 0.1
$ - $ 0.1 - $ 0.1
Items that are never reclassified to net income
Defined benefit plan remeasurements
Defined benefit plan remeasurements $ (16.9) $ 113 (26.3) $ 350
Income taxes 4.6 (3.1) 7.1 (9.4)
$ (12.3) $ 8.2 (19.2) $ 256
Other comprehensive (loss) income $ (7.3 $ 113 (52.1) $ 604
Total comprehensive income $ 352 $ 495 32.0 $ 1440
Attributable to:
Equity holders of the Company $ 345 $ 496 31.9 $ 1443
Non-controlling interests 0.7 (0.2) 0.1 (0.3)
$ 352 $ 495 32.0 $ 144.0
Total comprehensive income (loss) attributable to equity holders of the Company:
Continuing operations $ 339 $ 48.5 33.7 $ 1417
Discontinued operations 0.6 1.1 (1.8) 2.6
$ 345 $ 496 31.9 $ 1443




Consolidated Statement of Changes in Equity

(Unaudited) Attributable to equity holders of the Company
six months ended September 30, 2014 Common shares Accumulated other Non-
(amounts in millions of Canadian dollars, Number of Stated Contributed comprehensive Retained controlling Total
except number of shares) shares value surplus income earnings Total interests equity
Balances, beginning of period 263,771,443 $ 5175 $ 19.5 $ 1295 $ 775.1 $1,441.6 $ 406 $1,482.2
Net income - $ - $ - $ - $ 847 $ 847 $ (0.6) $ 841
Other comprehensive income (loss):

Foreign currency translation - - - (33.6) - (33.6) 0.7 (32.9)

Defined benefit plan remeasurements - - - - (19.2) (19.2) - (19.2)
Total comprehensive income (loss) - $ - $ - $ (33.6) $ 655 $ 319 $ 0.1 $ 320
Stock options exercised 550,514 6.0 - - - 6.0 - 6.0
Optional cash purchase 2,754 - - - - - - -
Transfer upon exercise of stock options - 1.6 (1.6) - - - - -
Share-based payments - - 1.8 - - 1.8 - 1.8
Additions to non-controlling interests - - - - - - 3.6 3.6
Stock dividends 912,902 12.1 - - (12.1) - - -
Cash dividends - - - - (22.3) (22.3) - (22.3)
Balances, end of period 265,237,613 $ 537.2 $ 19.7 $ 959 $ 806.2 $ 1,459.0 $ 443 $ 1,503.3
(Unaudited) Attributable to equity holders of the Company
six months ended September 30, 2013 Common shares Accumulated other Non-
(amounts in millions of Canadian dollars, Number of Stated Contributed comprehensive Retained controlling Total
except number of shares) shares value surplus income earnings Total interests equity
Balances, beginning of period 259,979,059 $ 4717 $ 219 $ (12.0) $ 633.0 $1,114.6 $ 318 $ 1,146.4
Net income - $ - $ - $ - $ 839 $ 839 $ (0.3 $ 836
Other comprehensive income (loss):

Foreign currency translation - - - 40.1 - 40.1 - 40.1

Net changes in cash flow hedges - - - (5.4) - (5.4) - (5.4)

Net changes in available-for-sale financial instruments - - - 0.1 - 0.1 - 0.1

Defined benefit plan remeasurements - - - - 25.6 25.6 - 25.6
Total comprehensive income (loss) - $ - $ - $ 348 $ 109.5 $ 1443 $ (0.3 $ 144.0
Stock options exercised 820,778 6.7 - - - 6.7 - 6.7
Optional cash purchase 681 - - - - - - -
Transfer upon exercise of stock options - 1.8 (2.8) - - - - -
Share-based payments - - 2.2 - - 2.2 - 2.2
Additions to non-controlling interests - - - - - - 2.2 2.2
Stock dividends 604,601 6.5 - - (6.5) - - -
Cash dividends - - - - (19.6) (19.6) - (19.6)
Balances, end of period 261,405,119 $ 486.7 $ 223 $ 228 $ 716.4 $ 1,248.2 $ 337 $ 1,281.9

The balance of retained earnings and accumulated other comprehensive income as at September 30, 2014 was $902.1 million (2013 — $739.2 million).



Consolidated Statement of Cash Flows

(Unaudited)
six months ended September 30
(amounts in millions of Canadian dollars) 2014 2013
Operating activities
Earnings from continuing operations $ 852 $ 826
Adjustments for:
Depreciation of property, plant and equipment 51.8 49.1
Amortization of intangible and other assets 39.2 30.0
Financing cost amortization 0.7 0.8
After tax share in profit of equity accounted investees (23.2) (10.4)
Deferred income taxes 11.8 14.8
Investment tax credits 4.2) (7.3)
Share-based compensation 3.0 1.2
Defined benefit pension plans 3.2 (0.3)
Amortization of other non-current liabilities (16.9) (11.2)
Derivative financial assets and liabilities — net (15.1) (0.8)
Other 19.2 (0.7)
Changes in non-cash working capital (138.2) (17.1)
Net cash provided by operating activities $ 165 $ 1307
Investing activities
Business combinations, net of cash and cash equivalents acquired $ (2.0) $ (0.4)
Capital expenditures for property, plant and equipment (75.5) (54.3)
Proceeds from disposal of property, plant and equipment 0.9 6.4
Capitalized development costs (22.1) (19.8)
Enterprise resource planning (ERP) and other software (11.7) (3.9)
Net (payments to) proceeds from equity accounted investees (2.4) 2.0
Dividends received from equity accounted investees 7.0 14.2
Other 4.9 (9.0
Net cash used in investing activities $ (100.9) $ (64.8)
Financing activities
Net change in restricted cash $ - $ (18.1)
Proceeds from borrowing under revolving unsecured credit facilities 243.7 279.0
Repayment of borrowing under revolving unsecured credit facilities (169.0) (294.1)
Proceeds from long-term debt, net of transaction costs 19.6 39.0
Repayment of long-term debt (8.4) (28.6)
Repayment of finance lease (7.8) (9.1)
Dividends paid (22.3) (19.6)
Common stock issuance 6.0 6.7
Net cash provided by (used in) financing activities $ 618 $ (44.8)
Effect of foreign exchange rate changes on cash
and cash equivalents $ (42 $ 44
Net (decrease) increase in cash and cash equivalents (26.8) 255
Cash and cash equivalents, beginning of period 312.3 260.0
Cash and cash equivalents, beginning of period,
related to discontinued operations (7.7) (11.8)
Cash and cash equivalents, end of period $ 2778 $ 2737
Supplemental information:
Dividends received $ 7.0 $ 148
Interest paid 26.7 26.3
Interest received 5.1 2.7
Income taxes paid 15.2 10.5
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