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WE ARE BOMBARDIER

As the world’s only manufacturer of planes and trains, we’ve built an extensive and diverse portfolio
of winning mobility solutions. Everywhere people travel by land and in the air, a Bombardier product
is ready to transport them. From category-defining business jets and commercial aircraft designed
for the challenges of today, to sleek high speed trains and public transit that’s smarter than ever.

But it’s not just our products that make us a global leader. Our employees—all 76,400 of
them—drive our success. Together we’re focused on making mobility more efficient,
sustainable and inviting than ever before. We call it The Evolution of Mobility.

Bombardier is headquartered in Montréal, Canada, traded on the Toronto Stock Exchange (BBD)
and listed on the Dow Jones Sustainability World and North America Indices. In the
fiscal year ended December 31, 2013, we posted revenues of $18.2 billion.

Moving towards one integrated report
Our external corporate reporting is evolving. You’ll notice that this year’s annual report
concentrates on our financials. In May 2014, we’ll deliver an activity report that covers all aspects
of our business, including governance, opportunities/risks, strategy, performance
and corporate social responsibility. These changes mark the first steps towards providing clearer,
more concise and value-focused information in one integrated document.
It’s called Integrated Reporting, an approach increasingly adopted by corporations.

All amounts in this financial report are in U.S. dollars unless otherwise indicated.
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DRIVING UP THE BOTTOM LINE

DEAR SHAREHOLDERS,

There was a time, not long ago, when the global economy
took no more than four years to fully recover from a
pronounced downswing. Today things are different. The
current uncertain environment seems to be lasting. While
no company would object to a growth-friendly tailwind,
at Bombardier we no longer count onit. Instead we’re
taking decisive steps to ensure our success in the present
climate. This includes executing on our operating plans

in the short term while seizing the ample opportunities
for growth across our businesses in both traditional and
new markets.

In 2013, we continued investing to capture this growth.
Now our top priority is translating these investments into
bottom-line results. Today we’re better positioned and
equipped to do business in promising non-traditional
markets than ever before. We have a portfolio of industry-
leading products in both aerospace and rail transportation.
Our investments in new mobility solutions will further
enhance this leadership. So will our 76,400 employees,
all highly dedicated, skilled and engaged in driving
profitable growth.

SETTING THE STAGE FOR GREATER GROWTH
At Bombardier, a period of strategic and significant
investment in new rail transportation and aerospace
solutions is starting to taper off. Concurrently, we’re on
the cusp of an era of stronger revenue generation as
demonstrated by our healthy backlog of $69.7 billion. New
category-defining products launched some five years
ago are about to enter into service. This will permit us

to normalize our annual capital spend and create the
conditions for sustainable growth as well as strong free
cash flow while continuing to offer state-of-the-art
mobility solutions.

From the CSeries commercial aircraft and new Learjet 85
business jet, to our ZEFIRO high speed train and PRIMOVE
wireless charging system for electric vehicles—exciting
mobility solutions are waiting in the wings. All are in
their final testing phases and performing as expected.

PIERRE BEAUDOIN
PRESIDENT AND CHIEF
EXECUTIVE OFFICER

The CSerieshad a
successful maiden flight
in 2013 and the Learjet 85
continues to achieve
significant milestones

towards its first flight. For

all of these solutions, the
key now is to finalize the testing and effectively prepare for
their entry-into-service.

WHERE WE SHINE

Our advanced technologies, broad portfolio and
worldwide presence place us among the best in the
aerospace and rail transportation industries. In business
aircraft, we're the global leader. Twenty years ago,

our Global Express aircraft went head to head with

the frontrunner in this category. Many people gave us
little chance of success. Today competitors are playing
catch-up with our largest business jet. We're also
delivering more Global jets than at any other time and two
new family members, the Global 7000 and Global 8000, are
under development.

Now our focus is on replicating this success with the
CSeries commercial aircraft. Designed specifically for the
100- to 149-seat market, the CSeries will enter a niche not
properly addressed by competitors. When we predicted
that we would enter the market with a clean-sheet aircraft
meeting ambitious performance criteria, again people
doubted us. After five years of development, test flights
are demonstrating that the CSeries is, in fact, a game-
changing single-aisle aircraft—something the industry
hasn’t seenin close to 30 years.

Other good news in commercial aircraft includes our
Q400 NextGen turboprops which secured several orders
in new markets, opening the door to further growth.
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Westjet Encore, the new regional division of Canada’s
Westjet airline, also began operating our advanced
turboprops. Like our CRJ regional aircraft, the

Q400 NextGen delivers compelling competitive
advantages as evidenced by its large installed base.

In rail transportation, no matter which international
conference | attend, two topics consistently take centre
stage: rapid urbanization as the source of serious
mobility challenges and the urgent need to invest in
urban infrastructure.

WE HAVE THE TECHNOLOGIES,
EXPERIENCE AND LOCAL ROOTS

TO DRIVE THE EVOLUTION OF MOBILITY
IN KEY MARKETS WORLDWIDE.

Virtually all countries are focused on finding more
efficient and sustainable ways to move people. Developed
economies must upgrade their existing mass transit
infrastructure while emerging ones need to build
these systems for the first time. This is excellent news
for Bombardier.

We also have a growing services footprint in both
businesses that generates strong and stable margins. One
of several examples in rail transportation is a joint venture
with Shanghai Shentong Metro Group. Designed to boost
the efficiency and reliability of Shanghai’s metros, this
project marks a promising services milestone for us in China.
In aerospace, we further expanded our services network
to better support customers with new facilities recently
established in Europe, Asia, Africa and South America for a
total of 75 service centres. We also dramatically improved
our performance in parts availability worldwide.

TACKLING THE EXECUTION CHALLENGE

In 2013, our rail transportation business did well commercially
as significant contracts were signed across all product
segments and geographical regions. The business continued
to grow with risk diversified among the 300 to 400 contracts
under way at any given time. One notable pocket of
excellence is our contract to deliver state-of-the-art metro
cars for the world’s longest driverless mass rapid transit line

in Singapore.

Among other projects, we're also performing well on our
contracts to supply new trains for London’s sub-surface lines.
Reliability, passenger capacity and customer satisfaction
have all improved on the city’s Victoria Line with the
recent delivery of a fleet of our new MOVIA metros. In
October 2013, we were named ‘Transport Supplier of the
Year’ at the U.K.’s 2013 National Transport Awards for our
role in the Victoria Line upgrade and our support of train
operators during the London 2012 Olympics.

Our objective is to achieve best-in-class execution on all
of our contracts despite the complex challenges inherent
in our industry. Regardless of the execution issues we
face on certain projects, we consistently strive to lead the
way in finding innovative solutions while outperforming
the competition.

In 2013, André Navarri stepped down after close to
adecade at the helm of our Transportation group. On
behalf of the Board of Directors and our leadership team,
| thank André for helping transform our passenger rail
transportation business into a top performer. | also welcome
Lutz Bertling as the new head of Transportation. Lutz and
his team are taking action to further address our execution
challenges and better position our business for the future.

These actionsinclude a reorganization to reinforce
our group Global supply chain, Project management and
Chief technical officer functions. These functions will bring
together customers, suppliers and partners to develop
pioneering technologies. On January 1, 2014, we put into
effect a new organizational structure to drive innovation,
best practices and synergies, shorten lead times as well as
reduce our non-recurring costs and our execution risks.

We're also expanding our use of a cost-effective testing
tool borrowed from our Aerospace group to ensure the
reliability of our trains. We first implemented the ‘Iron
Bird’ full-scale testing system in our ZEF/RO high speed
train program which today is progressing well in the final
600,000 kilometre testing phase before homologation.

On this and other projects, the Iron Bird plays an
invaluable role in simulating functionalities, anticipating
errors and failures, increasing engineering efficiency
and lowering risks.

EXPANDING TO DELIVER RESULTS

We continue to extend our roots, strategically, in
non-traditional markets such as African and Asian
countries experiencing significant growth, and, as a result,
fast-changing commmercial landscapes. Having local roots
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in these markets is increasing our agility as we leverage
new business models to seize opportunities.

In China, this agility took the form of a licensing
agreement for our low-floor tram technology. It also
translated into an agreement to explore a joint venture
aimed at expanding our aircraft maintenance services at
the Tianjin Airport Economic Area.

We’ve made major inroads in Russia where we're taking
the time to do things right. Successes in rail transportation
include joint ventures in signalling and locomotives along
with tangible opportunities in metros.

Tremendous potential also exists in aerospace for
companies like us that address the market as a local partner.
We signed a series of preliminary agreements related to our
Q400 NextGen aircraft with the state-controlled corporation
Rostec. This included a memorandum of understanding with
Rostec and its aircraft leasing subsidiary Avia Capital Services
to assess the feasibility of setting up a Q400 NextGen aircraft
final assembly line in Russia to produce turboprops for the
local market. We expect to finalize the agreement, which
could lead to aninitial sale of at least 100 Q400 NextGen
turboprops, in 2014. We also partnered with a Russian leasing
company that already has two airlines interested in our
CSeries commercial aircraft.

In the Republic of Azerbaijan, we penetrated the
market with the largest rail transportation signalling
contract ever awarded in a Commonwealth of
Independent States country. In commercial aircraft,
strategically re-deploying our sales force in Europe, Asia
and Africais enabling us to capture new opportunities.

In recent years, securing landmark contracts for a
monorail and metro in Saudi Arabia signals a gradual shift
in thinking towards public transportation in oil-producing
countries. Beyond China and Russia, the rest of Asia also
requires mass transit solutions to connect cities and move
over a billion people. Our extensive portfolio features
products that address all of these needs.

Even with its slower-than-expected growth, Brazil
continues to face huge congestion challenges. These
challenges are driving the demand for advanced urban
mobility solutions like ours.

THE NEW FACE OF BOMBARDIER

As we globalize our workforce, the new face of
Bombardier is emerging. We're leveraging the strengths of
this multicultural talent around the world. We’re engaging
and empowering people in their own context, equipping

WE SEE TREMENDOUS POTENTIAL IN
HIGH GROWTH MEGA-CITIES SUCH AS JAKARTA
THAT LACKMOBILITY INFRASTRUCTURE.

them with the best tools, processes and practices. As a
result, everyone is winning.

Thanks to our employees’ passion and dedication,
global sites are working together, sharing both knowledge
to drive innovation as well as infrastructure to cut costs
and increase efficiency. In addition, a dynamic generation
of employees at sites in Mexico, China, the Philippines,
Romania and Morocco, among others, is developing
expertise and trading best practices.

TRANSLATING INVESTMENTS INTO PROFITS
At Bombardier, we’re both excited and realistic

about the next two years. We’ve continued to invest
during challenging times to improve our position in

the marketplace as well as our ability to face fierce
competition in both industries. Today our growth potential
is significant and our investments are about to pay off. We
have the right products, great employees and partners as
well as a strong demand for our solutions.

Over the last five years, we’ve made large investments
in new game-changing mobility solutions and their entry-
into-service is just around the corner. Around this corner
awaits the CSeries, ZEFIRO, Learjet 85 and our new Global
jets, which together will generate billions of dollars in
additional revenues. Today our record order backlog, a
leading indicator of future growth, represents more than
four years of manufacturing revenues.

Across the company, we have one overriding objective
and commitment: generating results that are profitable
and sustainable. For everyone at Bombardier, it’s all about
driving up the bottom line.

A [

A~ —

Pierre Beaudoin
President and Chief Executive Officer
Bombardier Inc.
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All amounts in this report are expressed in U.S. dollars, and all amounts in the tables are in millions of U.S.
dollars, unless otherwise indicated.

This MD&A is the responsibility of management and has been reviewed and approved by the Board of Directors of
Bombardier Inc. (the “Corporation”). This MD&A has been prepared in accordance with the requirements of the
Canadian Securities Administrators. The Board of Directors is responsible for ensuring that we fulfill our
responsibilities for financial reporting and is ultimately responsible for reviewing and approving the MD&A. The
Board of Directors carries out this responsibility principally through its Audit Committee. The Audit Committee is
appointed by the Board of Directors and is comprised entirely of independent and financially literate directors. The
Audit Committee reports its findings to the Board of Directors for its consideration when it approves the MD&A for
issuance to shareholders.

The data presented in this MD&A is structured by reportable segment: BA and BT, and then by market segment,
which is reflective of our organizational structure. The results of operations for the fourth quarters are not
necessarily indicative of the results of operations for the full fiscal year. The fourth quarter has historically been the
strongest in terms of revenues, profitability and cash flows.

As a result of our change of year-end effective December 31, 2011, the fiscal year ended December 31, 2011
comprises 11 months of BA’s results and 12 months of BT’s results.

IFRS and non-GAAP measures

This MD&A contains both IFRS and non-GAAP measures. Non-GAAP measures are defined and reconciled to the
most comparable IFRS measure (see the Non-GAAP financial measures and Liquidity and capital resources
sections in Overview and the Analysis of results sections in BA and BT).

Materiality for disclosures

We determine if information is material based on whether we believe a reasonable investor’s decision to buy, sell
or hold securities of the Corporation would likely be influenced or changed if the information were omitted or
misstated.

Certain totals, subtotals and percentages may not agree due to rounding.

Our Financial Report for fiscal year 2013 comprises our President’'s message to shareholders, this MD&A and our
consolidated financial statements.
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The following table shows the abbreviations used in the MD&A and the consolidated financial statements.

Term Description Term Description

AFS Available for sale GDP Gross domestic product

AOCI Accumulated other comprehensive income HFT Held for trading

BA Bombardier Aerospace IAS International Accounting Standard(s)

BT Bombardier Transportation IASB International Accounting Standards Board

CAGR Compound annual growth rate IFRIC International Financial Reporting Interpretation
Committee

CCTD Cumulative currency translation difference IFRS International Financial Reporting Standard(s)

CGU Cash generating unit L&R Loans and receivables

CIS Commonwealth of Independent States MD&A Management’s discussion and analysis

DB Defined benefit NCI Non-controlling interests

DC Defined contribution OClI Other comprehensive income

DDHR Derivative designated in a hedge relationship PP&E Property, plant and equipment

DSU Deferred share unit PSU Performance share unit

EBIT Earnings before financing expense, financing PSG Performance security guarantee

income and income taxes

EBITDA Earnings before financing expense, financing R&D Research and development
income, income taxes, amortization and impairment
charges on PP&E and intangible assets

EBT Earnings before income taxes RVG Residual value guarantee
EIS Entry-into-service SG&A Selling, general and administrative
EPS Earnings per share attributable to equity holders of U.K. United Kingdom
Bombardier Inc.
FVTP&L Fair value through profit and loss U.S. United States of America

GAAP Generally accepted accounting principles
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OVERVIEW OF ACTIVITIES

We are the world’s only manufacturer of both planes and trains, operating under two broad reportable segments:
aerospace through BA and rail transportation through BT. We are driving the evolution of mobility worldwide by
providing more efficient, sustainable and enjoyable transportation. Our products, services, and most of all our
employees, are what make us a global leader in transportation.

BOMBARDIER AEROSPACE BOMBARDIER TRANSPORTATION
BA is a world leader in the design, manufacture and BT is a world leader in the design, manufacture and
support of innovative aviation products for the support of rail equipment and systems.
business, commercial, specialized and amphibious
aircraft markets.
Revenues $9.4 billion | Revenues $8.8 billion
EBIT $418 million | EBIT $505 million
EBIT before special items!" $388 million | EBIT before special items'" $505 million
Free cash flow'" ($1.2) billion | Free cash flow'" $668 million
Order backlog $37.3 billion | Order backlog $32.4 billion
Number of employees® 37,700 | Number of employees®® 38,500

Every day around the globe, our 76,400® dedicated employees work diligently to earn our worldwide leadership in
aerospace and rail transportation. As at the date of this report, we have 79 production and engineering sites in
27 countries and a worldwide network of service centres.

Y'Non-GAAP financial measures. Refer to the Non-GAAP financial measures section for definitions.
@ As at December 31, 2013, including contractual and inactive employees.
® Includes 200 employees at our corporate office in Canada.
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KEY PERFORMANCE MEASURES AND METRICS

BA and BT use multiple key performance measures to evaluate various key metrics. Refer to the respective Key
performance measures and metrics sections in BA and BT for descriptions of these measures.

In addition, the table below summarizes other relevant key performance measures and associated metrics
evaluated on a consolidated basis.

Profitability e Diluted EPS and adjusted EPS, as measures of global performance.
Liquidity
Capital Adjusted EBIT" to adjusted interest” ratio, as a measure of interest coverage.
structure e Adjusted debt™ to adjusted EBITDA" ratio, as a measure of financial leverage.
e Weighted-average long-term debt maturity, as a measure of debt term structure.

Available short-term capital resources®”, as a measure of liquidity adequacy.

Four-year summary

For the fiscal years ended and as at December 31  December 31 December 31 January 31
2013 2012 2011 © 2011
restated restated “ restated
Revenues $ 18,151 $ 16,414 $ 17,904 $ 17,497
Order backlog (in billions of dollars) $ 69.7 $ 64.9 $ 53.9 $ 51.9
EBIT $ 923 $ 666 $ 1,166 $ 1,198
EBIT margin 5.1% 41% 6.5% 6.8%
EBIT before special items"” $ 893 $ 806 $ 1,166 $ 1,198
EBIT margin before special items 4.9% 4.9% 6.5% 6.8%
Effective income tax rate 25.8% 12.3% 13.9% 24.5%
Net income $ 572 $ 470 $ 737 $ 671
Adjusted net income" $ 608 $ 671 $ 887 $ 772
Diluted EPS (in dollars) $ 0.31 $ 0.25 $ 0.41 $ 0.36
Adjusted EPS (in dollars)® $ 0.33 $ 0.36 $ 0.49 $ 0.42
Free cash flow (usage)" $ (907) $ (636) $ (1,046) $ 426
Available short-term capital resources® $ 4,837 $ 3,967 $ 3,642 $ 4,059
Interest coverage ratio® 2.8 3.2 45 5.0
Financial leverage ratio® 5.4 4.2 3.3 3.1
Weighted-average long-term debt
maturity (in years) 6.4 7.4 8.0 8.9

™ Non-GAAP financial measures. Refer to the Non-GAAP financial measures and Liquidity and capital resources sections for definitions of
these metrics and reconciliations to the most comparable IFRS measures.

@ Defined as cash and cash equivalents plus the amount available under the revolving credit facilities.

® Refer to the Capital structure and Non-GAAP financial measures sections for computations of these ratios.

“ Refer to the Accounting and reporting developments section in Other for detail regarding restatements of prior year figures.

® Our fiscal year ended December 31, 2011 comprises 11 months of BA’s results and 12 months of BT’s results.
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HIGHLIGHTS OF THE YEAR

A period of transition as we prepare for future growth

REVENUES ADJUSTED NET 1 ;;sTED EPS™ FREE CASH ORDER BACKLOG

INcOME"" FLow™
$18.2 billion $608 million $0.33 ($907) million $69.7 billion

)

Revenues of $18.2 billion, an increase of 11% compared to $16.4 billion last fiscal year.?
EBIT of $923 million, or 5.1% of revenues, compared to $666 million, or 4.1%, last fiscal year.(2
EBIT before special items'") of $893 million, or 4.9% of revenues, compared to $806 million, or 4.9%, last fiscal

)

(2)
year.
e Net ir(12(§ome of $572 million (diluted EPS of $0.31), compared to $470 million (diluted EPS of $0.25) last fiscal
year.
(7
o ¢ Adjusted net income!”) of $608 million (adjusted EPS'" of $0.33), compared to $671 million (adjusted EPS of
2 $0.36) last fiscal year.?
E e Net investment of $2.3 billion in PP&E and intangible assets, including $2.0 billion related to aerospace program
tooling, compared to $2.1 billion last fiscal year, including $1.7 billion related to aerospace program tooling. )
e Free cash flow usage'!” of $907 million, compared to a usage of $636 million last fiscal year.?
e Available short-term capital resources of $4.8 billion as at December 31, 2013, including cash and cash
equivalents of $3.4 billion, compared to $4.0 billion and $2.6 billion, respectively, as at December 31, 2012.@?
e Record level order backlog of $69.7 billion as at December 31, 2013, compared to $64.9 billion as at
December 31, 2012.2)
REVENUES®® ADJUSTED NET INCOME AND | FREE CASH FLOW"®® ORDER BACKLOG®®
(for the fiscal years ended; ADJUSTED EPS"®® (for the fiscal years ended; (as at; in billions of dollars)
in billions of dollars) (for the fiscal years ended; in millions of dollars)
in millions of dollars, except per BT mBA
share amounts) = Free cash flow (usage)

BT m BA

175 179 182
16.4
H H

87 93 .5 88

! o === Net additions to PP&E and
Special and adjusting items

64.9
intangibles
= Net income 2,074 2287 51.9 53.9
Adjusted EPS
juste 1.447 329
0.49 1,189 23.9
oz 20.4
887 0.36

315 30.1 32.0 324

Jan.31 Dec.31 Dec.31 Dec. 31 Jan. 31 Dec. 31 Dec.31 Dec. 31 Jan. 31 Dec.31 Dec.31 Dec. 31 Jan. 31 Dec.31 Dec.31 Dec. 31
2011 2011 2012 2013 2011 2011 2012 2013 2011 2011 2012 2013 2011 2011 2012 2013

™ Non-GAAP financial measures. Refer to the Non-GAAP financial measures and Liquidity and capital resources sections for definitions of
these metrics and reconciliations to the most comparable IFRS measures.

@ Comparative figures have been restated for changes in accounting policies and methods. See Accounting and reporting developments
section in Other for details.

®) Some totals do not agree due to rounding.

“ QOur fiscal year ended December 31, 2011 comprised 11 months of BA's results and 12 months of BT’s results.
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e  The maiden flights of the first and second CSeries flight test vehicles were successfully completed on
September 16, 2013 and January 3, 2014. The CS100 aircraft’'s EIS is now scheduled for the second half of 2015
and the CS300 aircraft's EIS will follow approximately six months afterwards.

e  Our net retirement benefit liability decreased by $974 million in 2013, due mainly to strong returns on plan assets,
increases in discount rates in Canada and in the U.S. and employer contributions in excess of service cost.

e InJanuary 2013, we issued an aggregate of $2.0 billion of unsecured Senior Notes, at par, comprised of
$750 million due in January 2016 and $1.25 billion due in January 2023.

e  On December 4, 2013, we completed the sale of the main assets and related liabilities of our Flexjet activities,

resulting in the recognition of a pre-tax gain of $23 million. Also, the acquirer placed firm orders for 85 aircraft of

the Learjet family and 30 aircraft of the Challenger family, with options for 150 additional aircraft. Based on list
prices, the value of the firm orders is $2.4 billion.

BA and BT signed several significant contracts, bringing the consolidated order backlog as at December 31,

2013 to a record level. Also, subsequent to the end of the fiscal year, BA and BT took the following significant

steps towards further increasing our consolidated order backlog:

e As part of a consortium, BT signed a contract with a value of $4.1 billion with the State of Queensland,
Australia. BT’s share of the contract, which consists of the supply of 75 electrical multiple units (EMUs),
construction of a purpose-built maintenance centre and 30 years of maintenance services, is valued at
$2.7 billion;

e BA signed a firm order with Al Qahtani Aviation Company from the Kingdom of Saudi Arabia for 16 CS300
aircraft, valued at $1.2 billion based on list price;

e The San Francisco Bay Area Rapid Transit District (BART), U.S., exercised an option for 365 additional rail
cars, valued at $639 million; and,

e We received notification that Transport for London (TfL) and the Department for Transport (DfT), U.K., intend
to award BT a contract to deliver 65 trains and a new depot for Crossrail.

KEY EVENTS
L]
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GUIDANCE AND FORWARD-LOOKING STATEMENTS

Summary of BA and BT guidance for 2014 and thereafter

o S Deliveries/
- Profitability Liquidity Growth and order intake

We expect to achieve an EBIT | fiscal year 2014, we expect cash [0 fiscal year 2014, we expect to deliver
margin in fiscal year 2014 of flows from operating activities approximately 200 business aircraft and
approximately 5%. between $1.2 billion and $1.6 billion, 80 commercial aircraft.

while our net additions to PP&E and

intangible assets are expected to be

between $1.6 billion and $1.9 billion.

Our level of net additions to PP&E
and intangible assets is expected to
be between $1.2 billion and

$1.5 billion in 2015 and to be below
$1.0 billion in 2016.

While an EBIT margin of 8% We expect to maintain free cash Excluding currency impacts, revenues in
remains our objective, we flow® generally in line with EBIT, 2014 are expected to be higher than in
expect an EBIT margin of although it may vary significantly 2013, with percentage growth in the
approximately 6% in 2014 as from quarter to quarter. mid-single digits.

we focus on contract execution In fiscal year 2014, we expect a book-to-
improvement. bill ratio® in excess of 1.0.

" See the Guidance and forward-looking statements sections in BA and BT.
@ See the Non-GAAP financial measures section for a definition of this metric.
® Defined as new orders over revenues.

This MD&A includes forward-looking statements, which may involve, but are not limited to: statements with respect to our
objectives, guidance, targets, goals, priorities, our market and strategies, financial position, beliefs, prospects, plans,
expectations, anticipations, estimates and intentions; general economic and business outlook, prospects and trends of an
industry; expected growth in demand for products and services; product development, including projected design,
characteristics, capacity or performance; expected or scheduled entry-into-service of products and services, orders, deliveries,
testing, lead times, certifications and project execution in general; our competitive position; and the expected impact of the
legislative and regulatory environment and legal proceedings on our business and operations. Forward-looking statements
generally can be identified by the use of forward-looking terminology such as “may”, “will”, “expect”, “intend”, “anticipate”,
“plan”, “foresee”, “believe”, “continue”, “maintain” or “align”, the negative of these terms, variations of them or similar
terminology. By their nature, forward-looking statements require us to make assumptions and are subject to important known
and unknown risks and uncertainties, which may cause our actual results in future periods to differ materially from forecasted
results. While we consider our assumptions to be reasonable and appropriate based on information currently available, there
is a risk that they may not be accurate. For additional information with respect to the assumptions underlying the forward-
looking statements made in this MD&A, refer to the respective Guidance and forward-looking statements sections in BA and in

BT.

Certain factors that could cause actual results to differ materially from those anticipated in the forward-looking statements
include risks associated with general economic conditions, risks associated with our business environment (such as risks
associated with the financial condition of the airline industry and major rail operators), operational risks (such as risks related
to developing new products and services; doing business with partners; product performance warranty and casualty claim
losses; regulatory and legal proceedings; the environment; dependence on certain customers and suppliers; human
resources; fixed-price commitments and production and project execution), financing risks (such as risks related to liquidity
and access to capital markets, exposure to credit risk, certain restrictive debt covenants, financing support provided for the
benefit of certain customers and reliance on government support) and market risks (such as risks related to foreign currency
fluctuations, changing interest rates, decreases in residual values and increases in commodity prices). For more details, see
the Risks and uncertainties section in Other. Readers are cautioned that the foregoing list of factors that may affect future
growth, results and performance is not exhaustive and undue reliance should not be placed on forward-looking statements.
The forward-looking statements set forth herein reflect our expectations as at the date of this report and are subject to change
after such date. Unless otherwise required by applicable securities laws, we expressly disclaim any intention, and assume no
obligation to update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise. The forward-looking statements contained in this MD&A are expressly qualified by this cautionary statement.
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FINANCIAL PRIORITIES

To deliver on our growth strategies,
we must maintain a strong financial discipline

PROFITABILITY LIQUIDITY CAPITAL STRUCTURE

Increase the level and consistency Increase the level and Optimize the capital structure to
of profitability consistency of cash flows from reduce costs and improve our

operating activities and ensure ability to seize strategic
sufficient liquidity to meet opportunities
capital requirements

We operate in a competitive and capital intensive environment. In recent years, we continued to invest extensively
in industry-leading, cost-optimized products and solutions to improve our position in the marketplace and our
ability to face competition in the aerospace and rail transportation industries. The difficult economic environment
affecting some of our market segments is intersecting with the peak of our investment cycle, putting pressure on
our profitability, liquidity and capital structure. Although the uncertain environment seems to be lasting, we are
starting to see signs of stabilization. Challenging economic conditions do not change our long-term priorities and
strategies but they do reiterate the importance of continuing to maintain a strong financial discipline and project
management governance.

Our priority for the next years is translating our investments into sustainable bottom-line results. New products
launched around five years ago are making headway, with the CSeries, Learjet 85, Global 7000 and Global 8000
aircraft programs progressing towards EIS and the ZEFIRO very high speed train is progressing towards
homologation. Other products launched more recently, notably the Learjet 70 and Learjet 75 aircraft which
entered into service at the end of 2013, will also contribute to increasing our profitability in the future. Both BA and
BT have strong levels of order backlog, a leading indicator of future revenues. Our consolidated backlog reached
a record level of $69.7 billion as at December 31, 2013, including a manufacturing backlog of $58.9 billion which
represents more than four years of manufacturing revenues, based on revenues for fiscal year 2013.

We have adequate liquidity to continue to finance our product development and our operations in the foreseeable
future.

Increasing profitability is closely linked to improved execution
and the successful EIS of our products

Increasing the level and consistency of our profitability remains a key financial priority. Our significant investment
in mobility solutions in recent years and the approaching EIS of industry-leading products are intended to
generate multi-year sustained growth. In the short term, reaching our financial targets will require both BA and BT
to continue improving their processes towards achieving flawless execution.

BA achieved an EBIT margin before special items of 4.1% in fiscal year 2013, compared to 4.3% last fiscal year.
In fiscal year 2014, BA expects to achieve an EBIT margin of approximately 5%."

BT achieved an EBIT margin before special items of 5.8% in fiscal year 2013, compared to 5.6% last fiscal year.
As BT focuses on contract execution improvement, an EBIT margin of approximately 6% is expected in 2014, but
achieving an EBIT margin of 8% remains our objective.!”

) See the Guidance and forward-looking statements sections in BA and in BT.
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BT continued to implement actions to resolve execution issues faced in recent years in certain large rolling stock
contracts and to better position itself in the future. These measures include increasing the level of upfront R&D
and creating a centralized product design and development function, which will bring together customers,
suppliers and partners to develop pioneering technologies. Once implemented, these measures will reduce
execution risk by increasing product standardization, resulting in increased use of proven technologies and
processes across contracts. Also, on January 1, 2014, we put into effect a new organizational structure to drive
innovation, best practices and synergies, shorten lead times, as well as reduce development costs and execution
risks.

We leverage our project management capabilities and focus on efficient execution through the use of streamlined
initiatives. Meanwhile, we continue to employ cost reduction programs in both BA and BT and other punctual
measures to improve our competitiveness. We also capitalize on our worldwide presence in both established and
emerging markets to achieve cost savings. This presence provides us with tremendous opportunities to develop
local partners and suppliers.

Our strong financial discipline allows us to support our planned
investment in product development

We continuously monitor our level of liquidity, including available short-term capital resources and cash flows from
operations, to meet expected liquidity requirements, including the support of our product development initiatives,
to ensure financial flexibility. In evaluating our liquidity requirements, we take into consideration historic volatility
and seasonal needs, the maturity profile of our long-term debt, the funding of our product development programs,
the level of customer advances, working capital requirements, the economic environment and access to capital
markets. We use scenario analyses to stress-test our cash flow projections.

In January 2013, we took advantage of strong demand and good pricing conditions in the debt capital market in
the U.S. to increase our financial flexibility by issuing an aggregate of $2.0 billion of new unsecured Senior Notes,
due in January 2016 and January 2023.

In April and May 2013, respectively, we extended the availability periods under the BT and BA letter of credit
facilities by an additional year to May 2016 and June 2016, respectively. And in June 2013, the availability period
of the PSG facility was extended by one year to June 2014 and the amount committed reduced from $900 million
to $600 million, due to lower utilization levels. In May 2013, the maturity date of our $750-million unsecured
revolving credit facility was extended by one year to June 2016. Refer to the Other credit facilities section for
further details on these facilities.

On an on-going basis, we manage our liabilities by taking into consideration expected free cash flows, debt
repayments and other material cash outlays expected to occur in the future. We have no significant debt maturing
before the year 2016.

As at December 31, 2013, our available short-term capital resources were $4.8 billion. Refer to the Liquidity and
capital resources section for further details on these resources. We also maintain various other facilities such as
factoring facilities and sale and leaseback facilities, which also contribute to securing additional sources of
liquidity.

BA'’s cash flows from operations in 2013 were $1.0 billion, compared to a guidance of approximately $1.4 billion,
while net additions to PP&E and intangible assets were $2.2 billion in 2013, compared to a guidance of
approximately $2.0 billion. The cash flows from operating activities were lower than expected due to lower
customer advances and business aircraft deliveries.

Our level of capital expenditures is expected to gradually return to more normal levels after reaching the peak in
our development spending in 2013. Expected EIS dates for our most significant aircraft programs range from
2014 to 2017." BA’s net additions to PP&E and intangible assets are expected to be between $1.6 billion and
$1.9 billion in 2014, between $1.2 billion and $1.5 billion in 2015, and below $1.0 billion in 2016."

) See the Guidance and forward-looking statements sections in BA and in BT.
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Investment in product development is expected to be funded through our cash flows from operating activities and
our available short-term capital resources. We may receive funding from governments and contributions from key
suppliers for certain aircraft programs, which increases our financing flexibility as these parties act as risk-sharing
partners. BA expects cash flows from operations in fiscal year 2014 of between $1.2 billion to $1.6 billion.™" BT
expects(1i§s free cash flow to be generally in line with EBIT, although it may vary significantly from quarter to
quarter.

" See the Guidance and forward-looking statements sections in BA and in BT.

We remain committed to our global metric targets despite the impact of significant investment
in industry-leading products on our capital structure

BA and BT require capital to develop industry-leading products and to seize strategic opportunities to increase
competiveness and execute growth strategies. We take advantage of favourable capital market conditions when
they materialize to extend debt maturity, reduce cost of funds and increase diversity of capital resources. We
assess and manage our creditworthiness using the global metrics as described in the Capital structure section.

The January 2013 issuance of $2.0 billion of unsecured Senior Notes had a negative impact on our global
metrics, but we believe that the addition of liquidity in a relatively high investment period warranted the increased
leverage.

We are continuously monitoring our capital structure to ensure sufficient liquidity to fund our product development
programs. Over the long term, it is our desire to improve our leverage metrics by de-leveraging the balance sheet
with strategic long-term debt repayments, in line with active management of consolidated liquidity, weighted-
average cost of capital and term structure.

WEIGHTED-AVERAGE LONG-TERM DEBT MATURITY DEBT MATURITY PROFILE (NOTIONAL AMOUNT)
(as at; in years) (for calendar years; in millions of dollars)

1,833

Jan. 31 Jan. 31 Jan. 31 Dec. 31 Dec. 31 Dec. 31 2014 2015 2016* 2017 2018 2019 2020 2021 2022 2023 2024-
2009 2010 2011 2011 2012 2013 2034

*Debt maturing in 2016 includes the $750-million and €785-million
Senior Notes due in January and November 2016, respectively.

Managing our net retirement benefit liability and the security of benefits is also a key part of our overall
management of the capital structure. Over the years, we have taken several initiatives to mitigate risks that stem
from both pension liabilities and assets and we are continuing to do so. Refer to the Retirement benefits section
for details on the risk management initiatives related to our retirement plans.
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As at December 31, 2013, our credit ratings were two notches below investment grade. In January 2014,
Fitch Ratings Ltd. changed our rating from BB to BB-.

Credit ratings

Investment-grade rating Bombardier Inc.’s rating
February 11, 2014 December 31, 2012
Fitch Ratings Ltd. BBB- BB- BB
Moody’s Investors Service, Inc. Baa3 Ba2 Ba2
Standard & Poor’s Rating Services BBB- BB BB

In the medium to long term, we believe that we will be in a good position to improve our credit ratings as we
progress towards our profitability targets and return to a more normalized level of investment in product
development.

RISK MANAGEMENT

Active risk management has been one of our priorities for many

. Risk management framework
years and is a key component of our corporate strategy framework.

To achieve our risk management objectives, we have embedded
risk management activities in the operational responsibilities of
management and made these activities an integral part of our
overall governance, planning, decision making, organizational and
accountability structure.

!

Establishing the
context

For each risk or category of risks, our risk management process
includes activities performed in a continuous cycle. Risk
assessment, including risk identification, analysis and evaluation,
ensures that each risk is analyzed to identify the consequence and
likelihood of the risk occurring and the adequacy of existing
controls. Each reportable segment is responsible for implementing
the appropriate structures, processes and tools to allow proper
identification of risks. Once the risks have been identified,
analyzed, managed and evaluated, risk mitigation identifies the
actions to be implemented by management. Each reportable
segment has implemented risk management processes that are
embedded in our governance and activities to achieve the
objectives of our Corporate Risk Management Policy.

Risk asgessment

Monitor and review
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In addition, every year our Corporate Audit Services and Risk
Assessment (CASRA) team assess our major risks. Senior
management reviews this risk assessment and develops action
plans to address the identified risks. The Board of Directors is A
ultimately responsible for reviewing the overall risks faced by the

Risk treatment

Corporation. The Board exercises its duty through the Finance and
Risk Management Committee, consisting of five independent Directors, which reviews our material business risks
and the measures that management takes to monitor, control and manage such risks, including the adequacy of
policies, procedures and controls designed by management to assess and manage these risks. To complement
the annual CASRA review of our major risks, each reportable segment, in coordination with CASRA, has
implemented a quarterly review process that results in standardized heat maps.

We also have designed disclosure controls and procedures to provide reasonable assurance that material
information relating to the Corporation is properly communicated and that information required to be disclosed in
our public filings is recorded, processed, summarized and reported within the time periods specified in securities
legislation. Refer to the Controls and procedures section in Other for more details.
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Our key exposures to financing and market risks
and related risk mitigation strategies

Our operations are exposed to various financing and market risks. The following is a description of our key
exposures to those risks together with the risk management strategies in place to mitigate them. Market risks
associated with our pension plans are discussed in the Retirement benefits section.

Exposure to foreign exchange risk

Our main exposures to foreign currencies are managed in accordance with our Foreign Exchange Risk
Management Policy, in order to mitigate the impact of foreign exchange movements. This policy requires each
reportable segment’s management to identify all actual and potential foreign currency exposures arising from their
operations. This information is communicated to the Corporate Office central treasury function, which has the
responsibility to execute the hedge transactions in accordance with the policy requirements. In addition, the
central treasury function manages balance sheet exposures to foreign currency movements by matching asset
and liability positions. This program consists mainly in matching long-term debt in a foreign currency with assets

denominated in the same currency.

Foreign exchange management
Hedged exposures

Hedging policy("

Risk-mitigation strategies

Forecast cash outflows
denominated in a currency other
than the functional currency of the
entity incurring the cash flows,
mainly in Canadian dollars and
pounds sterling.

Forecast cash inflows and outflows
denominated in a currency other
than the functional currency of the
entity incurring the cash flows.

Forecast cash outflows other than
interest, denominated in a currency
other than the functional currency of
the entity incurring the cash flows,
mainly in Canadian dollars.

Corporate
Office

Interest cash outflows in currencies
other than the U.S. dollar, i.e. the
euro and the Canadian dollar.

Balance sheet exposures, including
long-term debt and net investments
in foreign operations with non-U.S.
dollar functional currencies.

Hedge 85% of the identified
exposures for the first three
months, 75% for the next 15
months and up to 50% for
the following six months.

Hedge 100% of the identified
exposures at the time of
order intake.

Hedge 85% of the identified
exposures for the first 18
months and up to 75% for
the following six months.

Hedge 100% of the identified
exposure unless the
exposure is recognized as
an economic hedge of an
exposure arising from the
translation of financial
statements in foreign
currencies to the U.S. dollar.

Hedge 100% of the identified
exposures affecting our
results.

Use of forward foreign exchange
contracts, mainly to sell U.S. dollars
and buy Canadian dollars and pounds
sterling.

Use of forward foreign exchange
contracts, mainly to sell or purchase
Canadian dollars, euros, U.S. dollars,
Swiss francs, Swedish kronor and other
Western European currencies.

Use of forward foreign exchange
contracts mainly to sell U.S. dollars and
buy Canadian dollars.

Use of cross currency interest-rate
swaps and forward foreign exchange
contracts mainly to sell U.S. dollars and
buy euros and Canadian dollars.

Asset/liability management techniques.

Designation of long-term debt as
hedges of our net investments in
foreign operations with non-U.S. dollar
functional currencies.

™ Deviations from the policy are allowed, subject to pre-authorization and maximum pre-determined risk limits.
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BA

The hedged portion of BA’s significant foreign currency denominated costs for the 12-month periods ending
December 31, 2014 and 2015 was as follows as at December 31, 2013:

Canadian dollars Pounds sterling

For the 12 month periods ending December 31 2014 2015 2014 2015
Expected costs denominated in foreign currency $2,916 $3,195 £344 £367
Hedged portion of expected costs denominated in

foreign currency 81% 58% 76% 51%
Weighted-average hedge rates — foreign currency/USD 0.98 0.95 1.56 1.56

Sensitivity analysis

A U.S. one-cent change in the value of the Canadian dollar
compared to the U.S. dollar would impact BA’s expected
costs for the 12-month period ending December 31, 2014 by
approximately $29 million before giving effect to forward
foreign exchange contracts ($6 million impact after giving
effect to such contracts).

A U.S. one-cent change in the value of the pound sterling
compared to the U.S. dollar would impact BA’s expected
costs for the 12-month period ending December 31, 2014 by
approximately $3 million before giving effect to forward
foreign exchange contracts ($1 million impact after giving
effect to such contracts).

BT and Corporate Office
BT’s foreign currency exposure arising from its long-term

EVOLUTION OF FOREIGN EXCHANGE RATES
(as at)

CAD/USD GBP/USD  e= = Euro/USD
1.65
1.60 1.60 1.62
1.55
1.39 137 1.38
- eas e 1.29 1.32 —
e o am = =™
1.00 1.00
0.94 0.8 0.94
Jan. 31 Jan. 31 Dec. 31 Dec. 31 Dec. 31
2010 2011 2011 2012 2013

The CAD/USD exchange rate has since decreased notably,
to 0.91 as at February 11, 2014

contracts spreads over periods extending over many years. Such exposures are generally entirely hedged at the
time of order intake, contract-by-contract, for a period that is often shorter than the maturity of the cash flow
exposure. Upon maturity of the hedges, BT enters into new hedges in a rollover strategy, for periods up to the
maturity of the cash flow exposure. As such, BT’s results of operations are not significantly exposed to gains and
losses from transactions in foreign currencies, but remain exposed to translation and cash flow risks on a
temporary basis. However, on a cumulative basis, cash outflows or inflows upon rollover of these hedges are
offset by cash inflows or outflows in opposite directions when the cash flow exposure materializes.

Corporate Office’s identified cash flow exposures are not significant and mainly arise from expenses denominated
in Canadian dollars. Corporate Office’s balance sheet exposure arises mainly from investments in foreign
operations and long-term debt. Despite our risk mitigation strategies, the impact of foreign currency fluctuations
on equity can be significant given the size of our investments in foreign operations with non-U.S. dollar functional

currencies, mainly the euro.

Sensitivity analysis

For our investments in foreign operations exposed to foreign currency movements, a 1% fluctuation of the
relevant currencies as at December 31, 2013 would have impacted equity, before the effect of income taxes, by
$16 million before giving effect to the related hedging items ($11 million after giving effect to the related hedging

items).
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Exposure to credit risk

The effective monitoring and controlling of credit risk is a key component of our risk management activities. Credit

risk is monitored on an ongoing basis using different systems and methodologies depending on the underlying

exposure.

Credit risk management

owner— [eyrmee

(05o](sle)=1-0 | Through our normal
Office treasury activities, we are
exposed to credit risk on
our derivative financial
instruments and on our
investing instruments.

=lacllel=iE | We are exposed to credit
risk through our trade
receivables arising from
normal commercial
activities and lending
activities, related primarily
to aircraft loans and lease
receivables provided to
BA customers in
connection with the sale of
commercial aircraft.

In connection with the sale
of certain of our products,
mainly commercial
aircraft, we may provide
credit guarantees in the
form of lease and loan
payment guarantees.
Substantially all financial
support involving potential
credit risk lies with
regional airline customers.

Exposure to liquidity risk

Risk mitigation measures initiated by management

Credit risks arising from our treasury activities are managed by a central
treasury function in accordance with our Corporate Foreign Exchange Risk
Management Policy and our Corporate Investment Management Policy. The
objective of these policies is to minimize our exposure to credit risk from our
treasury activities by ensuring that we transact strictly with investment-grade
financial institutions and money market funds, based on pre-established
consolidated counterparty risk limits per financial institution and fund.

Credit risks arising from normal commercial activities and lending activities are
managed and controlled by BA and BT, in accordance with the Corporate
Office policy. Customer credit ratings and credit limits are analyzed and
established by internal credit specialists, based on inputs from external rating
agencies, recognized rating methods and our experience with the customers.
The credit risk and credit limits are dynamically reviewed based on fluctuations
in the customers’ financial results and payment behaviour. These customer
credit ratings and credit limits are critical inputs in determining the conditions
under which credit or financing is extended to customers, including obtaining
collateral to reduce our exposure to losses. Specific governance is in place to
ensure that credit risk arising from large transactions are analyzed and
approved by the appropriate level of management before financing or credit
support is offered to the customer.

Credit guarantees provide support through contractually limited payments to
the guaranteed party to mitigate default-related losses. Credit guarantees are
usually triggered if customers do not perform during the term of the financing
under the relevant financing arrangements. In the event of default, we usually
act as agent for the guaranteed parties for the repossession, refurbishment
and re-marketing of the underlying assets.

Our exposure arising from credit guarantees is partially mitigated by the net
benefit expected from the estimated value of aircraft and other assets
available to mitigate our exposure under these guarantees. In addition, our
lease subsidy liabilities would be extinguished in the event of credit default by
certain customers.

The management of exposure to liquidity risk requires a constant monitoring of expected cash inflows and

outflows, which is achieved through maintenance of detailed forecasts of our cash flows and liquidity position, as
well as long-term operating and strategic plans, to ensure adequacy and efficient use of cash resources. Liquidity
adequacy is continually monitored, taking into consideration historical volatility, the economic environment,
seasonal needs, the maturity profile of indebtedness, access to capital markets, the level of customer advances,
working capital requirements, the funding of product developments and our other financial commitments. We also
monitor any financing opportunities to optimize our capital structure and maintain appropriate financial flexibility.

Exposure to interest rate risk

Our future cash flows are exposed to fluctuations from changing interest rates, arising mainly from assets and
liabilities at variable interest rates, including fixed-rate long-term debt synthetically converted to variable interest
rates. From time to time, we may also be exposed to changes in interest rates for certain financing commitments,
when a fixed financing rate has been guaranteed to a customer. For these items, cash flows could be impacted by
a change in benchmark rates such as Libor, Euribor or Banker’'s Acceptance. The Corporate Office central
treasury function manages these exposures as part of our overall risk management policy.
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We are also exposed to gains and losses on some of our assets and liabilities as a result of changes in interest
rate, principally on financial instruments carried at fair value and on credit and residual value guarantees. The
financial instruments carried at fair value include certain aircraft loans and lease receivables, investments in
securities, investments in financing structures, lease subsidies and derivative financial instruments.

Sensitivity analysis

Assuming a 100-basis point increase in interest rates impacting the measurement of financial instruments carried
at fair value and credit and residual value guarantees, but excluding net retirement benefit liabilities, EBT for fiscal
year 2013 would have been negatively impacted by $33 million.

CONSOLIDATED RESULTS OF OPERATIONS

The results of operations and cash flows for the fourth quarter are not necessarily indicative of the results of
operations and cash flows for the full fiscal year. In general, the fourth quarter is the strongest in terms of
revenues, profitability and cash flows.

Results of operations

Fourth quarters Fiscal years
ended December 31 ended December 31
2013 2012 2013 2012
restated restated
Revenues $ 5,324 $ 4625 $ 18,151 $ 16,414
Cost of sales 4,698 4,052 15,658 14,053
Gross margin 626 573 2,493 2,361
SG&A 351 358 1,417 1,442
R&D 83 103 293 299
Share of income of joint ventures and associates (17) (61) (119) (153)
Other expense (income) 23 9 9 (33)
EBIT before special items" 186 164 893 806
Special items® 1 163 (30) 140
EBIT 185 1 923 666
Financing expense 62 68 271 295
Financing income (17) (19) (119) (165)
EBT 140 (48) 771 536
Income taxes 43 (44) 199 66
Net income (loss) $ 97 $ (4) $ 572 $ 470
Attributable to
Equity holders of Bombardier Inc. $ 95 $ (6) $ 564 $ 460
NCI $ 2 $ 2 $ 8 $ 10
EPS (in dollars)
Basic and diluted $ 0.05 $ (0.01) $ 0.31 $ 0.25
Non-GAAP financial measures'"
Fourth quarters Fiscal years
ended December 31 ended December 31
2013 2012 2013 2012
restated © restated ©
EBITDA $ 291 $ 108 $ 1,314 $ 1,030
EBITDA before special items $ 292 $ 271 $ 1,284 $ 1,170
Adjusted net income $ 129 $ 181 $ 608 $ 671
Adjusted EPS $ 0.07 $ 0.10 $ 0.33 $ 0.36

) Refer to the Non-GAAP financial measures section for definitions of these metrics and reconciliations to the most comparable IFRS
measures.

@ Refer to Analysis of results sections in BA and BT for details.
® Refer to the Accounting and reporting developments section in Other for detail regarding restatements of prior period figures.
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Revenues, EBIT margin and EBIT margin before special items

Fourth quarters
ended December 31

Fiscal years

ended December 31

2013 2012 2013 2012
restated @ restated @

Revenues

BA $ 2,873 $ 2,597 $ 9,385 $ 8,628

BT $ 2,451 $ 2,028 $ 8,766 $ 7,786

Consolidated $ 5,324 $ 4,625 $ 18,151 $ 16,414
EBIT margin

BA 3.2% 3.2% 4.5% 4.5%

BT 3.8% (4.1%) 5.8% 3.5%

Consolidated 3.5% 0.0% 5.1% 4.1%
EBIT margin before special items"

BA 3.3% 3.2% 4.1% 4.3%

BT 3.8% 3.9% 5.8% 5.6%

Consolidated 3.5% 3.5% 4.9% 4.9%

" Refer to the Non-GAAP financial measures section for definitions of these metrics and reconciliations to the most comparable IFRS

measures.

@ Refer to the Accounting and reporting developments section in Other for detail regarding restatements of prior period figures.

Analysis of consolidated results

A detailed analysis of EBIT is provided in the Analysis of results sections in BA and BT.

Net financing expense

Net financing expense amounted to $45 million and $152 million for the fourth quarter and fiscal year ended
December 31, 2013, compared to $49 million and $130 million for the corresponding periods last fiscal year.

The $4-million decrease for the fourth quarter is mainly due to:

e higher borrowing costs capitalized to PP&E and intangible assets ($23 million)

e lower accretion on retirement benefit obligations ($8 million); and

¢ higher favourable impact related to changes in discount rates for provisions ($6 million).

Partially offset by:

¢ higher interest expense on long-term debt, after effect of hedges, as a result of issuance of $2 billion in

unsecured Senior Notes in January 2013 ($20 million); and
e aloss on certain financial instruments ($13 million).

The $22-million increase for the fiscal year is mainly due to:

e higher interest expense on long-term debt, after effect of hedges, as a result of issuance of $2 billion in

unsecured Senior Notes in January 2013 ($90 million);
¢ lower net gain on certain financial instruments ($45 million); and
¢ lower interest income from investment in securities ($22 million).
Partially offset by:

e higher borrowing costs capitalized to PP&E and intangible assets ($93 million);

e lower accretion on retirement benefit obligations ($27 million); and

¢ higher favourable impact related to changes in discount rates for provisions ($21 million).
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Income taxes

The effective income tax rate for the fourth quarter and fiscal
year ended December 31, 2013 were 30.7% and 25.8%,
respectively, compared to the statutory income tax rate in
Canada of 26.8%. For the fourth quarter period, the higher
effective tax rate is mainly due to the write down of deferred
income tax assets and adjustments to tax provisions, partially
offset by the net recognition of income tax benefits. For the
fiscal year ended December 31, 2013, the lower effective tax
rate is mainly due to the positive impact of income tax rate
differential of foreign subsidiaries and other investees,

GLOBAL EFFECTIVE INCOME TAX RATES

(for fiscal years ended)

0,
30.0% 28.4%

Statutory income tax rate in
Canada

Effective income tax rate

26.8% 26.8%

24.5%

13.9%

25.8%

permanent differences and the net recognition of income tax 12:3%

benefits, partially offset by the write down of deferred income
tax assets and adjustments to tax provisions.

Jan. 31 Dec. 31 Dec. 31 Dec. 31
2011 2011 2012 2013

The effective income tax rate for fiscal year December 31,

2012 was 12.3%, including an income tax recovery for the fourth quarter. Compared to the statutory income tax
rate in Canada of 26.8%, the lower effective income tax rate is mainly due to the positive impact of the net
recognition of previously unrecognized income tax benefits and permanent differences, partially offset by the write
down of deferred income tax assets.

LIQUIDITY AND CAPITAL RESOURCES

Cash flows from operating activities in line with last year

Reconciliation of segmented free cash flow to cash flows from operating activities

Fourth quarters
ended December 31

Fiscal years
ended December 31

2013 2012 2013 2012
restated @ restated @
Segmented free cash flow
BA $ 87 $ 277 $ (1,239) $ (867)
BT 767 675 668 488
Segmented free cash flow (usage) 854 952 (571) (379)
Net income taxes and net interest paid”’ (83) (98) (336) (257)
Free cash flow (usage) 77 854 (907) (636)
Add back: Net additions to PP&E and
intangible assets 627 628 2,287 2,074
Cash flows from operating activities $ 1,398 $ 1,482 $ 1,380 $ 1,438

™ Not allocated to reportable segments.
@ Refer to the Accounting and reporting developments section in Other for detail regarding restatements of prior period figures.
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Variation in cash and cash equivalents

Fourth quarters
ended December 31

Fiscal years
ended December 31

2013 2012 2013 2012

restated restated

Balance at the beginning of period/year $ 2,590 $ 1,789 $ 2557 $§ 2892

Net proceeds from issuance of long-term debt 3 - 1,983 509

Free cash flow (usage) 77 854 (907) (636)

Dividends paid (48) (52) (196) (249)

Net proceeds from disposal of a business 83 - 83 -

Net variation in AFS investments in securities 52 - (70) 133

Repayments of long-term debt (15) (14) (51) (186)
Effect of exchange rate changes on cash

and cash equivalents 33 21 (2) 45

Other (72) (41) - 49

Balance at the end of period/year $ 3,397 $ 2,557 $ 3,397 $ 2,557

" Restated
Available short-term capital resources

As at

December 31, 2013 December 31, 2012

restated

Cash and cash equivalents $ 3,397 $ 2,557

Available revolving credit facility 1,440 1,410

Available short-term capital resources $ 4,837 $ 3,967

Our available short-term capital resources include cash
and cash equivalents and the amounts available under
our two unsecured revolving credit facilities. These
facilities are available for cash drawings for the general
needs of the Corporation. Under these facilities, we
must meet the same financial covenants as for our BA
and BT letter of credit facilities. Refer to the Other
credit facilities section for details on these financial
covenants.

In January 2013, we increased our financial flexibility
by issuing, at par, an aggregate of $2.0 billion of new
unsecured Senior Notes, comprised of $750 million of
4.25% Senior Notes due on January 15, 2016 and
$1.25 billion of 6.125% Senior Notes due on

January 15, 2023. In August 2013, we entered into
interest-rate swap agreements to convert the interest
rate of the $1.25-billion Senior Notes from fixed to
variable 3-month Libor + 3.4956.

AVAILABLE SHORT-TERM CAPITAL RESOURCES"
(as at; in billions of dollars)

® Cash and cash equivalents Revolving credit facility

4.8
4.1 4.0
05 3.6 1.4
0.7 1.4
'
Jan. 31 Dec. 31 Dec. 31 Dec. 31
2011 2011 2012 2013

" Comparative figures have been restated for changes in accounting
policies and methods. Refer to the Accounting and reporting
developments section in Other for details.

Also, in August 2013, we entered into interest-rate swap agreements to convert the interest rate of our
$500-million 5.75% Senior Notes, issued in 2012, from fixed to variable 3-month Libor + 3.3657.

In May 2013, the maturity date of our $750-million unsecured revolving credit facility was extended by one year to

June 2016.

We consider that our expected cash flows from operating activities, combined with our available short-term capital
resources of $4.8 billion as at December 31, 2013, will enable the development of new products to enhance our
competitiveness and support our growth; will allow the payment of dividends, if and when declared by the Board
of Directors; and will enable us to meet all other expected financial requirements in the foreseeable future.
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Expected timing of future liquidity requirements

December 31, 2013

Less than

Total 1 year 1 to 3 years 3 to 5 years Thereafter
Long-term debt™ $ 6973 % 213 $ 1,952 $ 678 $ 4,130
Interest payments 3,008 442 856 617 1,093
Operating lease obligations 1,078 161 230 183 504
Purchase obligations® 11,900 8,026 3,315 352 207
Trade and other payables 4,089 4,070 10 1 8
Other financial liabilities 1,558 491 104 213 750
Derivative financial liabilities 408 256 (11) 41 122

$ 29,014 $ 13,659 $ 6,456 $ 2,085 $ 6814

" Includes principal repayments only. Debt maturing between one to three years includes the $750-million and €785-million Senior Notes due
in January and November 2016, respectively.

@ Purchase obligations represent contractual agreements to purchase goods or services in the normal course of business that are legally
binding and specify all significant terms, including fixed or minimum quantities to be purchased; fixed, minimum, variable or indexed price
provisions; and the appropriate timing of the transaction. These agreements are generally cancellable with a substantial penalty. Purchase
obligations are generally matched with revenues over the normal course of operations.

The table above presents the expected timing of contractual liquidity requirements. Other payments contingent on
future events, such as payments in connection with credit and residual value guarantees related to the sale of
aircraft and product warranties have not been included in the above table because of the uncertainty on the
amount and timing of payments arising from their contingent nature. In addition, our required pension
contributions have not been reflected in this table, as such contributions depend on periodic actuarial valuations
for funding purposes. In 2014, our contributions to retirement benefit plans are estimated at $518 million (see the
Retirement benefits section for more details). The amounts presented in the table represent the undiscounted
payments and do not give effect to the related hedging instruments, if applicable.

OTHER CREDIT FACILITIES

Letter of credit facilities

Letter of credit facilities are only available for the issuance of letters of credit. As these facilities are unfunded
commitments from banks, they typically provide better pricing for the Corporation as compared to credit facilities
that are available for cash drawings. Letters of credit are generally issued in support of our performance
obligations and advance payments received from customers. As at December 31, 2013, we have $6.0 billion
committed under the BA, BT and our PSG facilities ($6.0 billion as at December 31, 2012). Letters of credit issued
under these facilities amounted to $4.9 billion as at December 31, 2013 ($4.1 billion as at December 31, 2012). In
April and May 2013, respectively, we extended the availability periods of our BT and BA letter of credit facilities by
one year each, to May 2016 and June 2016, respectively.

In June 2013, the BT letter of credit facility committed amount increased from €3.4 billion ($4.5 billion) to
€3.5 billion ($4.8 billion). Also in June 2013, the availability period of the PSG facility was extended by one year to
June 2014 and the amount committed reduced from $900 million to $600 million, due to lower utilization levels.

In addition to the outstanding letters of credit mentioned above, letters of credit of $1.0 billion were outstanding
under various bilateral agreements as at December 31, 2013 ($875 million as at December 31, 2012).

We also use numerous bilateral bonding facilities with insurance companies to support BT’s operations. An
amount of $2.3 billion was outstanding under such facilities as at December 31, 2013 ($2.3 billion as at
December 31, 2012).

See Note 32 — Credit facilities, to the consolidated financial statements, for additional information.
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Financial covenants

Under the BA and BT letter of credit facilities and our two unsecured revolving credit facilities available for cash
drawings, we must maintain various financial covenants, which must be met on a quarterly basis. The BA
$600-million letter of credit facility and our $750-million unsecured revolving facility include financial covenants
requiring a minimum EBITDA to fixed charges ratio, a maximum net debt to EBITDA ratio and a minimum liquidity
level of $500 million at the end of each quarter, all calculated based on an adjusted consolidated basis (i.e.
excluding BT). BT’s €3.5-billion ($4.8-billion) letter of credit facility and €500-million ($690-million) unsecured
revolving facility financial covenants require a minimum liquidity level of €600 million ($827 million) at the end of
each quarter, as well as a minimum equity level and a maximum debt to EBITDA ratio, all calculated on a BT
stand-alone basis. These terms and ratios are defined in the respective agreements and do not correspond to our
global metrics or to specific terms used in the MD&A. The financial covenants under these credit facilities were all

met as at December 31, 2013 and 2012.

On balance sheet sale and leaseback facilities

In addition, BA enters into sale and leaseback facilities with third parties, under which we can sell certain
pre-owned business aircraft and lease them back for a period not greater than 24 months. We have the right to
buy the aircraft back during the term of the lease for predetermined amounts. As at December 31, 2013, we have
two committed sale and leaseback facilities with third parties for an amount of $320 million under which a total of
$138 million was outstanding as at December 31, 2013 ($295 million committed and $168 million outstanding as

at December 31, 2012).

RETIREMENT BENEFITS

Net retirement benefit liability decreases
by approximately $1 billion in 2013

Overview of our retirement benefit plans

We sponsor several Canadian and foreign retirement benefit
plans consisting of funded and unfunded pension plans, as
well as other unfunded defined benefit plans. Funded plans
are plans for which segregated plan assets are invested in
trusts. Unfunded plans are plans for which there are no
segregated plan assets, as the establishment of segregated
plan assets is generally not permitted or not in line with local
practice. Therefore unfunded plans will always be in a deficit

position.

Pension plans are categorized as DB or DC. DB plans
specify the amount of benefits an employee is to receive at
retirement, while DC plans specify how contributions are
determined. As a result, there is no deficit or surplus for DC
plans. Hybrid plans are a combination of DB and DC plans.

NET RETIREMENT BENEFIT LIABILITY®
(as at; in millions of dollars)
Other plans (unfunded)
= Pension plans (unfunded)

m Pension plans (funded)* 3,218

2,961
365

2,140
295

Feb. 1 Jan. 31 Dec. 31 Dec. 31 Dec. 31
2010 2011 2011 2012 2013

™ Comparative figures have been restated for changes in
accounting policies and methods.

* Includes liability arising from minimum funding requirement
and impact of asset ceiling test.

24 BOMBARDIER INC. FINANCIAL REPORT - FISCAL YEAR ENDED DECEMBER 31, 2013




EVOLUTION OF PENSION PLAN ASSETS, FUNDED PLAN
OBLIGATIONS AND DEFICIT™
(as at; in billions of dollars)

Present value of obligations of Fair value of plan assets
funded plans
10.0 4
e Deficit - Funded plans
8.0 1
6.0 -
4.0
207 \/\
0.0
Feb. 1 Jan. 31 Dec. 31 Dec. 31 Dec. 31
2010 2011 2011 2012 2013

" Comparative figures have been restated for changes in accounting policies and methods.

EVOLUTION OF FUNDING RATIO"
(as at; plan assets as a percentage of funded plan obligations)

95% -
90% -
85% -
80% -

75%

70%

Feb. 1 Jan. 31 Dec. 31 Dec. 31 Dec. 31
2010 2011 2011 2012 2013

Net retirement benefit liability

The following table presents the variations in net retirement liability during the fiscal year:

Variation in net retirement benefit liability

Balance as at December 31, 2012 - restated $ 291 @
Changes in discount rates (591)
Actuarial gains on pension plan assets (528)
Employer contributions (481)
Service costs 295
Net actuarial losses on defined benefit obligations 254
Accretion on net retirement benefit obligation 113
Changes in foreign exchange rates (48)
Other 12

Balance as at December 31, 2013 $ 1,987

M Includes retirement benefit assets of $174 million as at December 31, 2013 ($38 million as at December 31, 2012).
DECREASE IN NET RETIREMENT BENEFIT LIABILITY EVOLUTION OF WEIGHTED-AVERAGE DISCOUNT RATE
(for fiscal year ended December 31, 2013; in millions of dollars) (as at; used to determine the defined benefit pension obligation)
Canada
(848) 218 o | 569% us.
433 * (891) oo 9 UK
(186) Other 5.63% K
Actual .
gains on Excess Accretion Change in 5.3% 1
2961 plan contributions  expense on discount rate .3%
. assets over service  retirement assumptions 5.38%
cost benefit 4.99%
obligations 1,987 4.8% 4.90%
4.3% 4.45%
Dec. 31 Dec. 31
2012 2013 3.8%
restated e Jan. 31 Dec. 31 Dec. 31 Dec. 31
* Other is mainly comprised of the impact of exchange rates and 2011 2011 2012 2013
changes in actuarial assumptions
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Bomba‘:dle];rs ngt rzethement ben.e?t liability decreased RETIREMENT BENEFIT CONTRIBUTIONS
by $974-mi '_On in 20 3_= dqe mainly to St.rong returns on (for fiscal years ended; in millions of dollars)
plan assets, increases in discount rates in Canada and

the U.S. and employer contributions in excess of DB contributions =D contributions
service cost. This reduction was partly offset by the use Other contributions
of newer mortality tables in Canada as well as higher 568

inflation and lower discount rate assumptions in the
U.K.

The value of plan assets is highly dependent on the
pension funds’ asset performance and on the level of
contributions. The performance of the financial markets
is a key driver in determining the funds’ asset

. Jan. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31
performance as assets in the plans are composed 2011 2011+ 2012 2013 2014F
mostly of publicly traded equity and fixed income F: Forecast
securities. IFRS requires that the excess (deficit) of *For the fiscal year ended December 31, 2011, contributions

comprise 11 months for BA plans and 12 months for BT plans.

actual return on plan assets compared to the estimated

return be reported as an actuarial gain or loss in other comprehensive income. The estimated return on plan
assets must be calculated using the discount rate that is used to measure the net retirement benefit liability, which
is derived using high-quality corporate bond yields. During fiscal year 2013, the actual gain on plan assets was
$848 million, of which $528 million was accounted for as an actuarial gain.

Changes in discount rate assumptions contributed $591 million towards the reduction in net retirement benefit
liability. This reduction is explained in large part by increases in discount rates in Canada and the U.S. Refer to
the Critical accounting estimates section in Other for information on the methodology used for determining
discount rates in Canada.

DB pension contributions are estimated at $410 million for 2014. The future level of contributions will be impacted
by the evolution of market interest rates and the actual return on plan assets. DB plan contributions for 2013 of
$481 million were in excess of current service cost of $295 million, which also explains a portion of the reduction
in defined benefit liability.

In Canada and the U.S., since September 1, 2013, all new non-unionized employees join DC plans (they no
longer have the option of joining DB or hybrid plans). In the U.K., seven of nine DB plans are closed to new
members. Employees who are members of a DB or hybrid plan closed to new members continue to accrue
service in their original plan. As a result of these changes, contributions to DC plans have increased over the past
several years.

In fiscal year 2013, we made DC pension contributions totalling $87 million. These contributions are estimated at
$94 million for 2014.

Investment Policy

The investment policies are established to achieve a long-term investment return so that, in conjunction with
contributions, the plans have sufficient assets to pay for the promised benefits while maintaining a level of risk
that is acceptable given the tolerance of plan stakeholders. See below for more information about our risk
management initiatives.

The target asset allocation is determined based on expected economic and market conditions, the maturity profile
of the plans’ liabilities, the funded status of the respective plans and the plan stakeholders’ tolerance to risk.

The plans’ investment strategy is to invest broadly in fixed income and equity securities and to have a smaller

portion of the funds’ assets invested in real return asset securities (including global infrastructure and real estate
listed securities).

26 BOMBARDIER INC. FINANCIAL REPORT - FISCAL YEAR ENDED DECEMBER 31, 2013



As at December 31, 2013, the average target asset allocation was as follows:
o 49%, 39% and 49% in fixed income securities, for Canadian, U.K. and U.S. plans, respectively;
o 42%, 46% and 46% in equity securities, for Canadian, U.K. and U.S. plans, respectively; and
e 9%, 15% and 5% in real return asset securities, for Canadian, U.K. and U.S. plans, respectively.

In addition, to mitigate interest rate risk, interest rate hedging overlay portfolios (comprised of long-term interest
rate swaps and long-term Gilt forwards) averaging 7% and 10% of plan assets have been implemented in 2013
for the Canadian and U.K. plans, respectively.

The plan administrators have also established dynamic de-risking strategies. As a result, asset allocation will
likely become more conservative in the future and larger interest rate hedging overlay portfolios are likely to be
established as plan funding status and market conditions continue to improve. Our Pension Asset Management
Services monitors the de-risking triggers on a daily basis to ensure timely and efficient implementation of these
strategies. We and the administrators periodically undertake asset and liability studies to determine the
appropriateness of the investment policies and de-risking strategies.

Risk management initiatives

Our pension plans are exposed to various risks, including equity, interest rate, inflation, foreign exchange, liquidity
and longevity risks. Several risk strategies and policies have been put in place to mitigate the impact these risks
could have on the funded status of DB plans and on the future level of contributions. The following is a description
of key risks together with the mitigation measures in place to address them.

Equity risk
Equity risk is the risk that results from fluctuations in equity prices. This risk is managed by maintaining
diversification of portfolios across geographies, industry sectors and investment strategies.

Interest rate risk

Interest rate risk is the risk that results from fluctuations in the fair value of plan assets and liabilities due to
movements in interest rates. This risk is managed by reducing the mismatch between the duration of plan assets
and the duration of pension obligation. This is accomplished by having a portion of the portfolio invested in
long-term bonds and interest rate hedging overlay portfolios.

Inflation risk

Inflation risk is the risk that benefits indexed to inflation increase significantly as a result of changes in inflation
rates. To manage this risk, we have capped the benefit indexation in certain plans and invested a portion of plan
assets in real return asset securities and real return bonds.

Foreign exchange risk

Currency risk exposure arises from fluctuations in the fair value of plan assets denominated in a currency other
than the currency of the plan liabilities. Currency risk is managed with foreign currency hedging strategies as per
plan investment policies.

Liquidity risk

Liquidity risk is the risk stemming from holding assets which cannot be readily converted to cash when needed for
the payment of benefits or to rebalance the portfolios. Liquidity risk is managed through investment in government
bonds and equity futures and by having no investments in private placements or hedge funds.

Longevity risk

Longevity risk is the risk that increasing life expectancy results in longer-than-expected benefit payments. This
risk is mitigated by using the most recent mortality tables to set the level of contributions.
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Retirement benefit cost

The retirement benefit cost for fiscal year 2014 for DB plans is estimated at $377 million, of which $298 million
relates to EBIT expense or capitalized cost and $79 million relates to net financing expense, compared to

$409 million for fiscal year 2013. This decrease is mainly due to the positive impact of increases in discount rate
assumptions and to the return on plan assets in 2013.

2013 2012
restated M
Pension Other Pension Other
benefits benefits Total benefits benefits Total
DB plans $ 380 $ 29 $ 409 $ 414 3 37 $ 451
DC plans 87 - 87 78 - 78
Total retirement benefit cost $ 467 $ 29 $ 49 $ 492 % 37 $ 529
Related to
Funded DB plans $ 335 na $ 33 § 370 na $ 370
Unfunded DB plans $ 45 $ 29 $§ 74 3 44  $ 37 % 81
DC plans $ 87 na $ 87 % 78 na §$ 78
Recorded as follows
EBIT expense or capitalized cost $ 3711 $ 12 $ 383 §$ 369 $ 20 $ 389
Financing expense $ 9% $ 17  $ 113 3 123 3 17§ 140

n/a: Not applicable
" Refer to the Accounting and reporting developments section in Other for details regarding the adoption of amended IAS 19, Employee
benefits, and the restatements for fiscal year 2012.

Sensitivity analysis

The net retirement benefit liability is highly dependent on discount rates, expected inflation rates, expected rates of
compensation increase, life expectancy assumptions and actual return on plan assets. The discount rates
represent the market rate for high-quality corporate fixed-income investments at the end of the reporting period
consistent with the currency and estimated term of the benefit obligations. As a result, discount rates change
based on market conditions.

A 0.25 percentage point increase in one of the following weighted-average actuarial assumptions would have the
following effects, all other actuarial assumptions remaining unchanged:

Retirement benefit cost Net retirement benefit
for fiscal year liability as at
Increase (decrease) 2014 December 31, 2013
(Forecast)
Discount rate $ (35) $ (418)
Inflation rate $ 9 $ 131
Rate of compensation increase $ 9 $ 61

A one-year increase in life expectancy for all DB plan beneficiaries would impact plans in major countries as
follows:

Retirement benefit cost Net retirement benefit
for fiscal year liability as at
Increase 2014 December 31, 2013
(Forecast)
Canada $ 10 $ 114
U.K. $ 6 $ 101
U.S. $ 2 $ 26

Details regarding assumptions used are provided in Note 22 — Retirement benefits, to the consolidated financial
statements.
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CAPITAL STRUCTURE

We analyze our capital structure using global metrics, which are based on a broad economic view of the
Corporation. We believe that these metrics should be used to assess the creditworthiness of the Corporation. We
manage and monitor our global metrics so as to achieve an investment-grade profile over the medium to long
term.

Reconciliations of these measures to the most comparable IFRS financial measures are in the Non-GAAP
financial measures section. The adjusted EBIT and adjusted EBITDA exclude special items, such as restructuring
charges, significant impairment charges and reversals, as well as other significant unusual items, which we
believe are not representative of our core performance.

Our objectives with regard to our global metrics are as follows:
e adjusted EBIT to adjusted interest ratio greater than 5.0; and
e adjusted debt to adjusted EBITDA ratio lower than 2.5.

Global metrics"

For the fiscal years ended and as at December 31 December 31 |Explanation of significant variances
2013 2012
restated
Interest coverage ratio Deteriorated, mainly due to interest
Adjusted EBIT $ 967 $ 916  |payments on the $2 billion long-term
Adjusted interest $ 346 $ 288  |debt issued in January 2013, partially
Adjusted EBIT to adjusted interest ratio 2.8 3.2 |offset by higher adjusted EBIT.
Financial leverage ratio Deteriorated, mainly due to the
Adjusted debt $ 7,912 $ 5669 |issuance of $2 billion of long-term
Adjusted EBITDA $ 1,454 $ 1,340 [|debtin January 2013 and higher
Adjusted debt to adjusted EBITDA ratio 5.4 4.2 |operating lease obligations, partially
offset by higher adjusted EBITDA.

" Refer to the Non-GAAP financial measures section hereafter for definitions and reconciliations to the most comparable IFRS measures.

ADJUSTED DEBT" ADJUSTED EBIT TO ADJUSTED ADJUSTED DEBT TO ADJUSTED EBITDA
(as at; in millions of dollars) INTEREST RATIO" RATIO™
(for fiscal years ended) (as at)
Sale and leaseback obligations m— Actual Target ratio (greater than 5.0) m— Actual Target ratio (lower than 2.5)

u Operating lease obligations

H Long-term debt, net 7,912

Jggﬁ 028.1131 058%31 D;gg Jan. 31 Dec. 31 Dec. 31 Dec. 31 Jan. 31 Dec. 31 Dec. 31 Dec. 31

2011 2011 2012 2013 2011 2011 2012 2013

mComparative figures have been restated. Refer to the Accounting and reporting developments section in Other for details.
These global metrics do not represent the calculations required for bank covenants. They represent our key

business metrics and as such are used to analyze our capital structure. For compliance purposes, we regularly
monitor our covenants to ensure that they are all met.

BOMBARDIER INC. FINANCIAL REPORT - FISCAL YEAR ENDED DECEMBER 31, 2013 - [eAU=4"I=] 29




In addition to the above global metrics, we separately monitor our net retirement benefit liability which amounted
to $2.0 billion as at December 31, 2013 ($3.0 billion as at December 31, 2012). The measurement of this liability
is dependent on numerous key long-term assumptions such as those regarding future compensation increases,
inflation rates, mortality rates and current discount rates. In recent years, this liability has been particularly volatile
due to changes in discount rates. Such volatility is exacerbated by the long-term nature of the obligation. We
closely monitor the impact of the net retirement benefit liability on our future cash flows and have introduced
significant risk mitigation initiatives in recent years to gradually reduce key risks associated with our retirement
benefit plans. (See the Retirement benefits section for further details.)

NON-GAAP FINANCIAL MEASURES

This MD&A is based on reported earnings in accordance with IFRS and on the following non-GAAP financial
measures:

Non-GAAP financial measures

EBITDA Earnings before financing expense, financing income, income taxes, amortization and
impairment charges on PP&E and intangible assets.

EBIT before special EBIT excluding the impact of restructuring charges, significant impairment charges and
items reversals, as well as other significant unusual items.

EBITDA before special ~ EBIT before special items, amortization and impairment charges on PP&E and intangible assets.
items

Adjusted net income Net income excluding special items, accretion on net retirement benefit obligations, certain net
gains and losses arising from changes in measurement of provisions and of financial
instruments carried at FVTP&L and the related tax impacts of these items.

Adjusted EPS EPS calculated based on adjusted net income attributable to equity holders of Bombardier Inc.,
using the treasury stock method, giving effect to the exercise of all dilutive elements.

Free cash flow Cash flows from operating activities less net additions to PP&E and intangible assets.

Adjusted debt Long-term debt as presented in our consolidated statements of financial position adjusted for the

fair value of derivatives (or settled derivatives) designated in related hedge relationships plus
sale and leaseback obligations and the net present value of operating lease obligations.

Adjusted EBIT EBIT before special items plus interest adjustment for operating leases and interest received (as
per the supplemental information provided in the consolidated statements of cash flows,
adjusted, if needed, for the settlement of fair value hedge derivatives before their contractual
maturity dates).

Adjusted EBITDA Adjusted EBIT plus amortization and impairment charges on PP&E and intangible assets, and
amortization adjustment for operating leases.

Adjusted interest Interest paid, as per the supplemental information provided in the consolidated statements of
cash flows, plus accretion expense on sale and leaseback obligations and interest adjustment
for operating leases.

We believe that providing certain non-GAAP performance measures, in addition to IFRS measures, provides
users of our consolidated financial statements with enhanced understanding of our results and related trends and
increases transparency and clarity into the core results of the business. For these reasons a significant number of
users of our MD&A analyze our results based on these performance measures. EBIT before special items,
EBITDA before special items, adjusted net income and adjusted EPS exclude items that do not reflect, in our
opinion, our core performance and help users of our MD&A to better analyze our results, enabling better
comparability of our results from one period to another and with peers.

Non-GAAP measures are mainly derived from the consolidated financial statements, but do not have
standardized meanings prescribed by IFRS. The exclusion of certain items from non-GAAP performance
measures does not imply that these items are necessarily non-recurring. From time to time, we may exclude
additional items if we believe doing so would result in a more transparent and comparable disclosure. Other
entities in our industry may define the above measures differently than we do. In those cases, it may be difficult to
use similarly named non-GAAP measures of other entities to compare the performance of those entities to our
performance.
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Reconciliations to the most comparable IFRS financial measures are provided in the tables hereafter, except for
the following reconciliations:
o EBIT before special items to EBIT — see the Results of operations table in BA and the Consolidated
results of operations section; and
o free cash flow usage to cash flows from operating activities — see the respective Free cash flow usage
tables in BA and in BT and the Reconciliation of segmented free cash flow usage to cash flow from
operating activities table in the Liquidity and capital resources section.

Reconciliation of EBITDA before special items and EBITDA to EBIT

Fourth quarters Fiscal years
ended December 31 ended December 31
2013 2012 2013 2012
restated restated
EBIT $ 185 $ 1 $ 923 $ 666
Amortization 106 107 391 364
EBITDA 291 108 1,314 1,030
Special items
Restructuring charges™® - 119 - 119
Gains on resolution of litigations in connection with
capital tax®® - - (31) (23)
Inventory write-down®® 24 - 24 -
Gain on disposal of business®® (23) - (23) -
Loss related to flooding in New Jersey, U.S." - 19 - 19
Foreign exchange hedging loss" - 25 - 25
EBITDA before special items $ 292 $ 271 $ 1,284 $ 1,170

" Relates to BT.

@ Relates to BA.

@ Restructuring charges for the fourth quarter and fiscal year ended December 31, 2012 include impairment charges on PP&E of $9 million.

“ Represents a gain upon the successful resolution of a litigation of $43 million in connection with part IV of the Quebec Income Tax Act, the
Tax on Capital, of which $12 million represents the interest portion of the gain for fiscal year 2013 ($40 million in connection with Part 1.3 of
the Canadian Income Tax Act, the Tax on Large Corporations, of which $17 million represents the interest portion of the gain for fiscal year
2012).

@) Represents an inventory write-down related to the prolonged production pause of the Learjet 60 program.

) Relates to the sale of the main assets and related liabilities of our Flexjet activities.

Reconciliation of adjusted net income to net income

For the fourth quarters ended December 31

2013 2012
(in millions of dollars) (per share) (in millions of dollars) (per share)
restated
Net income $ 97 $ 4)
Adjustments to EBIT related to special items 1 $ - 163 $ 0.09
Adjustments to net financing expense related to:
Accretion on net retirement benefit obligations 28 0.02 36 0.02
Net change in provisions arising from changes in interest
rates and net loss (gain) on certain financial instruments 7 - (5) -
Tax impact of special and other adjusting items (4) - (9) -
Adjusted net income $ 129 $ 181
Reconciliation of adjusted EPS to diluted EPS (in dollars)
Diluted EPS $ 0.05 $ (0.01)
Impact of adjusting items 0.02 0.11
Adjusted EPS $ 0.07 $ 0.10

BOMBARDIER INC. FINANCIAL REPORT - FISCAL YEAR ENDED DECEMBER 31, 2013 - [eAU=4"154] 31



Reconciliation of adjusted net income to net income

For the fiscal years ended December 31

2013 2012
(in millions of dollars) (per share) (in millions of dollars) (per share)
restated
Net income $ 572 $ 470
Adjustments to EBIT related to special items (30) $ (0.02) 140 $ 0.08
Adjustments to net financing expense related to:
Accretion on net retirement benefit obligations 113 0.06 140 0.08
Net change in provisions arising from changes in interest
rates and net loss (gain) on certain financial instruments (22) (0.01) (46) (0.03)
Interest portion of gains related to special items (12) - 17) (0.01)
Tax impact of special and other adjusting items (13) (0.01) (16) (0.01)
Adjusted net income $ 608 $ 671
Reconciliation of adjusted EPS to diluted EPS (in dollars)
Diluted EPS $ 0.31 $ 025
Impact of special and other adjusting items 0.02 0.11
Adjusted EPS $ 0.33 $ 0.36
Reconciliation of adjusted debt to long-term debt
As at
December 31, 2013 December 31, 2012
restated
Long-term debt $ 7,203 $ 5,405
Adjustment for the fair value of derivatives designated
(or settled derivatives) in related hedge relationships (293) (443)
Long-term debt, net 6,910 4,962
Sale and leaseback obligations 138 168
Operating lease obligations"’ 864 539
Adjusted debt $ 7,912 $ 5,669

™ Discounted using the average five-year U.S. Treasury Notes plus the average credit spread, given our credit rating, for the corresponding
period.

Reconciliation of adjusted EBITDA and adjusted EBIT to EBIT

Fiscal years

2013 2012

restated

EBIT $ 923 $ 666
Special items"” (30) 140
Interest received 36 86
Interest adjustment for operating leases® 38 24
Adjusted EBIT 967 916
Amortization adjustment for operating leases® 96 60
Amortization 391 364
Adjusted EBITDA $ 1,454 $ 1,340

™ Refer to Reconciliation of EBITDA before special items and EBITDA to EBIT above for details on these special items. For fiscal year 2012,
special items include impairment charges on PP&E of $9 million.

@ Represents the interest cost of a debt equivalent to operating lease obligations included in adjusted debt, bearing interest at the average
five-year U.S. swap rate plus the average credit default swap spread for the related period, given our credit rating.

@ Represents a straight-line amortization of the amount included in adjusted debt for operating leases, based on a nine-year amortization
period.
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Reconciliation of adjusted interest to interest paid

Fiscal years

2013 2012

restated

Interest paid $ 303 $ 259
Accretion expense on sale and leaseback obligations 5 5
Interest adjustment for operating leases"” 38 24
Adjusted interest $ 346 $ 288

o Represents the interest cost of a debt equivalent to operating lease obligations included in adjusted debt, bearing interest at the average
five-year U.S. swap rate plus the average credit default swap spread for the related period, given our credit rating.
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CONSOLIDATED FINANCIAL POSITION

Increase (decrease)
Variance
December 31| December 31| Foreign | excluding
2013 2012 | exchange foreign| Explanation of significant variances other than
restated impact | exchange| foreign exchange
Cash and cash $ 3,397 $ 2,557 $ ) $ 842 | See the Variation in cash and cash equivalents
equivalents table and Free cash flow in BA and BT for details
Trade and other 1,492 1,311 15 166[$ 112 Higher level in BT
receivables 54 Higher level in BA
Gross inventories 13,659 11,569 139 1,951|$ 1,558 Increase following ramp-up in production
related to BT contracts ahead of deliveries
393 Increase in aerospace program work-in-
process inventories mainly in the large
business aircraft category and in regional jets
and an increase in finished products, mainly
due to business aircraft not associated with
a firm order
Advances and (7,777) (5,792) (110), 2,095 | Higher advances and progress billings on existing
progress billings contracts and new orders
related to long-term
contracts
Advances on (4,916) (4,653)| - 263 | Mainly due to higher order intake than deliveries on
aerospace programs commercial and large business aircraft.
PP&E 2,066 1,933 17 116% 298 Net additions
(182) Amortization
Aerospace program 6,606 4,770 - 1,836 $ 1,983 Net additions
tooling (147) Amortization
Goodwill 2,381 2,316 65 -| No variance
Deferred income tax 1,231 1,421 8 (198)| Mainly due to utilization, including the reversal of net
asset actuarial losses on retirement benefits, and a write down
of deferred income tax assets
Investments in joint 318 311 (1) 8|3 119 Share of income
ventures & associates (81) Dividends declared
(30) Capital returns, net of additional investments
Other financial assets 2,205 1,782 13 410 319 Increase in long-term contract receivables
92 Increase in investments in securities
Other assets 1,433 1,234 10 189($ 251 Increase in prepaid expenses
136 Increase in retirement benefit assets
61 Increase in sales tax and other taxes
(206) Decrease in fractional ownership deferred costs
Trade and other (4,089) (3,310) 18 761[$ 410 Higher level in BA
payables 351 Higher level in BT
Provisions (1,465), (1,608) 19 (162)] Mostly due to decreases in product warranty provisions
for BT contracts nearing the end of their warranty periods
and usage of provisions for restructuring measures (BT)
Long-term debt (6,988) (5,360) 84 1,544 | Issuance of $2.0 billion in unsecured Senior Notes,
partially offset by a reclass of $221 million to current
liabilities and $218 million related to fair value hedge
movements
Retirement benefit (2,161) (2,999) 29 (867) See the Variation in net retirement benefit liability
liability table for details
Other financial (1,726) (1,056) 3 6675 267 Increase in liabilities related to derivative
liabilities financial instruments
221 Reclass of long-term debt to current liabilities
83 Increase in government refundable advances
Other liabilities (3,217), (3,169)| 46 2[$ (241) Decrease in fractional ownership deferred
revenues
165 Increase in supplier contributions to aerospace
programs
107 Increase in income and other taxes payable
Equity (2,449) (1,257), notf 1,1921$ 834 OCI - mainly due to net actuarial gains on
applicable] retirement benefits
572 Net income
(205) Dividends
(9) Other
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AEROSPACE

The data presented in this section of the MD&A contains both IFRS and non-GAAP measures and is structured
by market segment (business aircraft, commercial aircraft and services), which is reflective of our organizational
structure.

We believe that providing certain non-GAAP performance measures, in addition to IFRS measures, provides
users of our MD&A with enhanced understanding of BA’s results and related trends and increases transparency
and clarity into the core results of the business. EBIT before special items and EBITDA before special items are
non-GAAP measures which exclude items which do not reflect, in our opinion, our core performance. Accordingly,
these non-GAAP measures provide more transparent disclosures to analyze earnings, enabling better
comparability of results from one period to another and better comparability with peers.

KEY PERFORMANCE MEASURES Key performance measures and associated metrics that we use to 36
AND METRICS monitor our progress

Our results over the last four fiscal years
HIGHLIGHTS OF THE YEAR Highlights of the fiscal year with regard to our results and key events 38
GUIDANCE AND FORWARD- What we said, what we did and what’s next 40

Leeldlie b 20 s Assumptions and risks related to our forward-looking statements

INDUSTRY AND ECONOMIC Industry and economic factors affecting our business 41
ENVIRONMENT
ANALYSIS OF RESULTS Our financial performance for the fourth quarter and fiscal year ended 50

December 31, 2013
Update on investments in product development

Deliveries, orders, order backlog and workforce
Supplemental information regarding BA’s products and strategy, as well as the aerospace industry and market,

can be found in BA’s Profile, Strategy and Market presentation available in the Profile section on Bombardier's
dedicated investor relations website at ir.bombardier.com.
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KEY PERFORMANCE MEASURES AND METRICS

The table below summarizes our most relevant key performance measures and associated metrics.

Growth and e Order backlog, as a measure of future revenues.
competitive e Book-to-bill ratio", as an indicator of future revenues.
positioning e Revenues and delivery units, as measures of growth.
e Market share (in terms of revenues and units delivered), as measures of competitive positioning.
Profitability e EBIT, EBIT margin, EBIT before special items® and EBIT margin before special items®, as measures
of performance.
Liquidity e Free cash flow?, as a measure of liquidity generation.
Customer e On-time aircraft deliveries, as a measure of meeting our commitment to customers.

satisfaction Fleet dispatch reliability, as a measure of our products’ reliability.

Regional availability of parts and material to support customer requests.
Execution

Achievement of program development milestones, as a measure of flawless execution.
e Achievement of engagement and enablement targets, as a measure of employee engagement and
motivation.

e The deployment of the Achieving Excellence System (AES), as a measure of our continuous
improvement to integrate world-class best practices in all our activities.

Our incentive-based compensation plan for non-unionized employees across all BA sites rewards the collective
efforts of our employees in achieving our objectives using performance indicator targets. A total of 17,700
employees worldwide, or 55% of our permanent employees, participate in the program. In 2013, as part of this
program, incentive-based compensation was linked to the achievement of targeted results, based on EBIT before
special items, free cash flow, executing according to plan in our new product development programs, on-time
aircraft deliveries and fleet dispatch reliability.

AES is BA’s integrated management system. It fosters both employee and customer engagement in order for us
to meet our business objectives. The system is divided into five levels from Bronze to Diamond. Having
successfully achieved the Bronze and Silver certifications, all teams are now fully engaged in the implementation
of the Gold level. Some teams have obtained Gold level certification and additional teams will obtain Gold level
certification in 2014. The results of an independently administered employee survey in 2013 ranked BA among
the highest-ranking segment of companies in terms of employee engagement.

™ Defined as net orders received over aircraft deliveries, in units.
@ Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics. Refer to the
Analysis of results section for reconciliations to the most comparable IFRS measures.
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Four-year summary

For the fiscal years ended and as at December 31 December 31 December 31 January 31
2013 2012 2011 @ 2011
restated © restated ® restated ©
Revenues $ 9,385 $ 8,628 $ 8,594 $ 8,808
Aircraft deliveries (in units)
Business aircraft 180 179 163 155
Commercial aircraft 55 50 78 97
Amphibious aircraft 3 4 4 4
238 233 245 256
Net orders (in units) 388 481 249 201
Book-to-bill ratio” 1.6 2.1 1.0 0.8
Order backlog (in billions of dollars) $ 37.3 $ 32.9 $ 23.9 $ 20.4
EBIT $ 418 $ 390 $ 491 $ 546
EBIT margin 4.5% 4.5% 5.7% 6.2%
EBIT before special items?® $ 388 $ 367 $ 491 $ 546
EBIT margin before special items®® 4.1% 4.3% 5.7% 6.2%
Free cash flow (usage)® $ (1,239) $  (867) $ (418) $ 3
Total number of employees® 37,700 35,500 33,600 30,300

™ Defined as net orders received over aircraft deliveries, in units.

® Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics. Refer to the
Analysis of results section for reconciliations to the most comparable IFRS measures.

® The special items for the fiscal year ended December 31, 2013 relate to a $31-million gain following the successful resolution of a litigation
in connection with Part IV of the Quebec Income Tax Act, the Tax on Capital, and a $23-million gain on sale of the main assets and related
liabilities of our Flexjet activities, partially offset by a $24-million inventory write-down related to the prolonged production pause of the
Learjet 60 program. The special item for the fiscal year ended December 31, 2012 relates to a $23-million gain following the successful
resolution of a litigation in connection with Part .3 of the Canadian Income Tax Act, the Tax on Large Corporations. Both tax gains are as a
result of resolutions of litigations related to similar matters at the Canadian federal and Quebec provincial levels.

“ Including contractual and inactive employees.

®) Refer to the Accounting and reporting developments section in Other for detail regarding restatements of prior year figures.

©) The fiscal year ended December 31, 2011 comprises 11 months of results.
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HIGHLIGHTS OF THE YEAR

High level of investment in product development
and record order backlog

NET ADDITIONS
TO PP&E &
INTANGIBLE
ASSETS

$2.2 billion

EBIT MARGIN
BEFORE SPECIAL
ITEMS"

FREE CASH

REVENUES ORDER BACKLOG

FLow®

$9.4 billion 4.1% ($1.2) billion $37.3 billion

Revenues of $9.4 billion, an increase of 8.8% compared to $8.6 billion last fiscal year.

EBIT of $418 million, or 4.5% of revenues, compared to $390 million, or 4.5%, last fiscal year.

EBIT before special items!" of $388 million, or 4.1% of revenues, compared to $367 million, or 4.3%, last fiscal

year.

e EBITDA before special items!” of $655 million, or 7.0% of revenues, compared to $609 million, or 7.1%, last fiscal
year.
Free cash flow usage'”’ of $1.2 billion, compared to a usage of $867 million last fiscal year.
Net investment of $2.2 billion in PP&E and intangible assets, including $2.0 billion related to aerospace program
tooling, compared to $2.0 billion last fiscal year, including $1.7 billion related to aerospace program tooling.

e 238 aircraft deliveries, compared to 233 last fiscal year.

388 net orders (book-to-bill ratio® of 1.6), compared to 481 net orders last fiscal year.

Record order backlog of $37.3 billion as at December 31, 2013, compared to $32.9 billion as at

December 31, 2012.

(O]

RESULTS

REVENUES®
(for the fiscal years ended;
in billions of dollars)

EBIT and EBIT BEFORE
SPECIAL ITEMS"®

(for the fiscal years ended;
in millions of dollars)

FREE CASH FLOW
(USAGE)"®

(for the fiscal years ended;
in millions of dollars)

= Manufacturing = Services = Other
Cash flows from operating activities
8.8 8.6 8.6 o4 Special ftems * mmmmm Net additions to PP&E and intangible
. . 0.7 mmmmmm EBIT before special items

0.6 0.7

Jan. 31
2011

Dec. 31
2011

Dec. 31
2012

Dec. 31
2013

e EB|T margin before special items

6.2%

5.7%

4.3% 4.1%

390 418

Jan. 31
2011 2011

Dec. 31 Dec. 31

2012

Dec. 31
2013

assets
e [ree cash flow (usage)

1013 g W04 g7y

(1,239)

(2,213)

Jan. 31 Dec. 31
2011 2011

Dec. 31
2012

Dec. 31
2013

ORDER BACKLOG
(as at; in billions of dollars)

Jan. 31
2011

Dec. 31

Dec. 31
2012

Dec. 31

2011 2013

" Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics and to the
Analysis of results section for reconciliations to the most comparable IFRS measures.

@

) Defined as net orders received over aircraft deliveries, in units.

®) Results for the fiscal years ended December 31, 2012, December 31, 2011 and January 31, 2011 have been restated for changes in
accounting policies and methods. The fiscal year ended December 31, 2011 comprises 11 months of results.

* The special items for the fiscal year ended December 31, 2013 relate to a $31-million gain following the successful resolution of a litigation
in connection with Part IV of the Quebec Income Tax Act, the Tax on Capital, and a $23-million gain on sale of the main assets and related
liabilities of our Flexjet activities, partially offset by a $24-million inventory write-down related to the prolonged production pause of
the Learjet 60 program. The special item for the fiscal year ended December 31, 2012 relates to a $23-million gain following the successful
resolution of a litigation in connection with Part I.3 of the Canadian Income Tax Act, the Tax on Large Corporations. Both tax gains are as a
result of resolutions of litigations related to similar matters at the Canadian federal and Quebec provincial levels.
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Business aircraft

e The Learjet 75 and Learjet 70 aircraft have entered into service in November and December 2013, respectively.

e On December 4, 2013, we completed the sale of the main assets and related liabilities of our Flexjet activities, to
a newly-created company, Flexjet, LLC, owned by a group led by Directional Aviation Capital (the “Flexjet
Transaction”). After taking into account purchase price adjustments and closing adjustments, the final purchase
price is $180 million, including the assumption of $71 million of customer advances, resulting in a pre-tax gain of
$23 million.

e Upon closing of the Flexjet Transaction, Flexjet, LLC placed firm orders for 85 aircraft of the Learjet family and
30 aircraft of the Challenger family, with options for 150 additional aircraft. Based on list prices, the value of the
firm orders is $2.4 billion.

e In December 2013, an undisclosed customer placed a firm order for 28 aircraft of the Global family and
10 Challenger 605 aircraft. Based on list prices, the value of the firm order is $2.2 billion.

e In May 2013, we launched the new Challenger 350 aircraft, the evolution of the Challenger 300 aircraft,
expanding our Challenger family of business jets. EIS is scheduled for 2014.

Commercial aircraft

e The maiden flights of the first and second CS100 flight test vehicles were successfully completed on
September 16, 2013 and January 3, 2014, respectively. Initial on-the-ground and flight tests performance results
are in line with our expectations. The CS100 aircraft’s EIS is now scheduled for the second half of 2015 and the
CS300 aircraft’s EIS will follow approximately six months afterwards.

e As at the date of this report, the number of firm orders and other agreements“) for the CSeries family of aircraft
reached 445, including 201 firm orders, with 17 customers and operators in 14 countries:

e In June 2013, shareholders of llyushin Finance Co. (IFC) of Russia approved a firm order for 32 CS300
aircraft and options for an additional 10. Based on list price, the value of the firm order is $2.6 billion.

e Subsequent to the end of the year, we signed a firm order with Al Qahtani Aviation Company from the
Kingdom of Saudi Arabia for 16 CS300 aircraft, with options for an additional 10. Based on list price, the firm
order is valued at $1.2 billion and is not included in our order backlog as at December 31, 2013.

e In December 2013, American Airlines Group Inc. signed a firm order for 30 CRJ900 NextGen aircraft with options
for an additional 40. Based on list price, the firm order is valued at $1.4 billion.

e In August 2013, agreements were signed with entities based in Russia including a memorandum of
understanding to validate the opportunity to set up a Q400 NextGen turboprop final assembly line in Russia and
letters of intent (LOI) for a total of 100 Q400 NextGen turboprops. Based on list price, the LOls are valued at
$3.4 billion.

KEY EVENTS

Expansion of our global presence

e We continued to expand our customer support network across the globe with 20 new service locations for both
commercial and business aircraft.

e  The construction of our permanent manufacturing facility in Morocco began in the third quarter of 2013 and is
scheduled to be completed by mid-2014.

" The other agreements consist of conditional orders, letters of intent, options and purchase rights.
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Liquidity

Deliveries

GUIDANCE AND FORWARD-LOOKING STATEMENTS
1 Whatwesaw | Whatwedid | Wharsnext’ |

Profitability

Maintain EBIT margin in fiscal
year 2013 at approximately the
same level as EBIT margin in
fiscal year 2012.

We expect to achieve an EBIT
margin in fiscal year 2014 of
approximately 6%, after an
anticipated 2% dilutive impact on
EBIT margin from the EIS of the
CSeries aircraft.

Cash flows from operating
activities of approximately

$1.4 billion, while our net
additions to PP&E and intangible
assets are expected to be
approximately $2.0 billion in fiscal
year 2013.

Our level of net additions to PP&E
and intangible assets is expected
to decrease in 2014 by
approximately $500 million and in
2015 by approximately another
$500 million.

Deliveries of approximately
190 business aircraft and

55 commercial aircraft in fiscal
year 2013.

' See Forward-looking statements below.

@ Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics and to the
Analysis of results section for reconciliations to the most comparable IFRS measures.

EBIT margin before special items®

of 4.1% for fiscal year 2013,
compared to 4.3% in fiscal year
2012.

Cash flows from operating activities
of $1.0 billion and net additions to
PP&E and intangible assets of
$2.2 billion in fiscal year 2013.

The cash flows from operating
activities were lower than expected
due to lower customer advances as
well as lower business aircraft
deliveries.

We delivered 180 business aircraft
and 55 commercial aircraft. We

delivered 10 fewer business aircraft
in 2013 compared to our guidance,

mainly due to the late transition from
the Learjet 40 XR and Learjet 45 XR

business jets to the Learjet 70 and
Learjet 75 aircraft, which entered
into service in the fourth quarter of
2013.

We now expect to achieve an
EBIT margin of approximately
5% in fiscal year 2014.

In fiscal year 2014, we expect
cash flows from operating
activities between $1.2 billion
and $1.6 billion, while our net
additions to PP&E and
intangible assets are expected
to be between $1.6 billion and
$1.9 billion.

Our level of net additions to
PP&E and intangible assets is
expected to be between

$1.2 billion and $1.5 billion in
2015 and to be below

$1.0 billion in 2016.

In fiscal year 2014, we expect
to deliver approximately

200 business aircraft and

80 commercial aircraft.

Forward-looking statements:
Forward-looking statements® in this section of the MD&A are based on:

current firm order backlog and estimated future order intake;
an increase in aircraft deliveries and improved pricing in fiscal year 2014 compared to fiscal year 2013;

continued deployment and execution of strategic initiatives related to quality improvement and cost reductions;
our ability to meet scheduled EIS dates and planned costs for new aircraft programs;
our ability to recruit and retain highly skilled resources to deploy our product development strategy;
the ability of our supply base to support planned production rates; and

e stability of foreign exchange rates.

(©)

)

Also see the Guidance and forward-looking statements section in Overview.

" Demand forecast is based on the analysis of main market indicators, including real GDP growth, industry confidence, wealth creation and

profitability within our customer base, aircraft utilization, pre-owned business jet inventory levels, pilot scope clauses, environmental
regulations, globalization of trade, replacement demand, new aircraft programs and non-traditional markets and their accessibility. For more
details, refer to the market indicators in the Industry and economic environment section.
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INDUSTRY AND ECONOMIC ENVIRONMENT

Well-positioned for future growth

The state of the world economy and those of individual countries are key factors in the demand for air travel. As
such, the health of the aerospace industry is a function of general economic conditions, with a lag typically
between economic recovery and the time it takes to reflect on the original equipment manufacturers’ deliveries
and revenues. Real GDP growth is a widely accepted measure of economic activity.

Worldwide real GDP increased by 2.4% in 2013, compared to an increase of 2.5% in 2012 and the world
economy is predicted to grow by 3.2% in 2014.7

The GDP in the U.S., the largest market for our business and commercial aircraft, is expected to grow at 2.7% in
2014, compared to 1.9% GDP growth in 2013. Europe, our second largest market in terms of sales, is
experiencing a number of economic challengges as GDP is expected to grow by only 1.5% in 2014, nevertheless
higher than the 0.3% GDP growth in 2013."

Regions with high growth potential for business and commercial aviation such as China, India and the CIS are
expected to grow in 2014 by 8.0%, 5.4% and 3.2%, respectively, as compared to GDP growth in 2013 of 7.7%,
4.6% and 2.1%, respectively.”

mAccording to IHS Global Insight's Comparative World Overview dated January 15, 2014.

Business aircraft

In 2013, we estimate the level of industry orders in the market categories in which we compete increased by 8%
compared to last year. During 2013, the industry experienced an increase of 5.4% in deliveries and a 24.7%
increase in billings in these market categories when compared to last year.(”

Some aircraft manufacturers, like us, have a number of new business jets in development, with the view that the
new models will not only benefit from improved market conditions expected in the future, but also contribute to the
recovery by stimulating demand. Refer to BA’s Profile, Strategy and Market presentation on Bombardier's
dedicated investor relations website at ir.bombardier.com for additional information.

We have achieved a net order intake of 305 aircraft, for a book-to-bill ratio of 1.7?, compared to 343 net orders
last year. Our overall deliveries in 2013 are essentially at the same level as last year. However, we had higher
deliveries in the medium and large market categories while deliveries in the light category were down year-over-
year due to the late transition from the Learjet 40 XR and Learjet 45 XR aircraft to the Learjet 70 and Learjet 75
aircraft. Our business aircraft manufacturing revenues increased by 9.8% compared to 2012. In fiscal year 2013,
we captured 33% of the market share in the overall market in which we compete, based on revenue, and 32% of
the market share based on units delivered. We were the market leader in terms of units delivered and second in
terms of revenues.”) This compares with a market share of 38% and 33%, based on revenues and units delivered
respectively, in fiscal year 2012."

' Based on our estimates and other public sources.
@ Defined as net orders received over aircraft deliveries, in units.
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We use the following key indicators to monitor the health of the business aviation market in the short term.

Business aircraft market indicators
Current situation

| status
>
A
A

>
A

Industry The UBS Business Jet Market Index, which measures industry confidence, remains essentially
confidence unchanged and continues to be below the threshold of market stability.
Corporate U.S. corporate profits increased year-over-year by 5.7% to $2.1 trillion for the first nine months of
profits 2013." Corporate profits are at an all-time high which is anticipated to translate into future
demand for aircraft from corporations.
Pre-owned  The total number of pre-owned aircraft available for sale as a percentage of the total in-service
business fleet has been trending downward over the past several years and is at 12.7%. We consider this
jet level of pre-owned inventory to be within the normal range for the overall market.
inventory In the light category, the level of pre-owned business aircraft inventory has been trending
levels downward over several years and is now at the upper end of what we consider to be the
normal range for the overall market.
In the medium category, the level of pre-owned business aircraft inventory decreased in
2013 after remaining stable the previous two years and is within what we consider to be
the normal range for the overall market.
In the large category, the level of pre-owned business aircraft inventory has moved
downward in the current year and remains below what we consider to be the normal
range for the overall market.
Aircraft Business jet utilization in the U.S. increased slightly by 1.3% in 2013 compared to 2012. Business
utilization jet utilization in Europe decreased slightly by 1.6% in 2013 compared to 2012.
rates
Aircraft In the business aircraft market categories in which we compete, business aircraft deliveries
shipments increased by 5.4% and total billings increased by 24.7% in 2013 as compared to 2012.%
and billings

A » V |[dentifies a favourable, neutral or negative status, respectively, in the market categories in which we compete, based on the current

environment.

" According to the U.S. Bureau of Economic Analysis.
@ Based on our estimates and other public sources.

UBS BUSINESS JET MARKET INDEX"
(for calendar quarters; average on a 100-point scale)

Stability threshold = 50

Q1 @ Q@3 @ Q1 Q@ Q3 Q4 Q1 Q2 Q3 4
2011 2011 2011 2011 2012 2012 2012 2012 2013 2013 2013 2013
Source: UBS

" The UBS Business Jet Market Index is a measure of market
confidence from industry professionals, gathered through
bi-monthly surveys of brokers, dealers, manufacturers, fractional
providers, financiers and others.

PRE-OWNED BUSINESS JET INVENTORY
(for calendar years; as a percentage of total business jet fleet,
excluding very light jets)

20.0%

16.0% -

12.0%

8.0%

4.0%

0.0%

Light Medium

— | arge

e = Total

13.8%
12.7%
12.3%

7.5%

2004 2005 2006 2007 2008 2009 2010 2011

Sources: JETNET and Ascend Online
Shaded area indicates what we consider to be a normal
range of pre-owned business jet inventory available for sale,

i.e. between 11% and 14%.

2012 2013
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U.S. BUSINESS JET UTILIZATION EUROPEAN BUSINESS JET UTILIZATION
(for calendar years; in thousands of departures and arrivals for all (for calendar years; in thousands of departures and arrivals for all
business jets) business jets)

2005 2006 2007 2008 2009 2010 2011 2012 2013 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: U.S. Federal Aviation Administration (FAA) website Source: Eurocontrol

Short-term outlook

Current indicators in the business aviation market remain mixed. Pricing pressure remains, particularly in the light
and medium business aircraft categories. We expect to deliver approximately 200 business aircraft in fiscal year
2014 compared to 180 deliveries in 2013.

Long-term outlook

We believe that the long-term market drivers of growth for the business jet industry, such as GDP growth,
globalization of trade, fleet replacement, new aircraft programs and growth in non-traditional markets, remain
solid. The continued wealth creation in major non-traditional markets coupled with aviation infrastructure
development is expected to accelerate the use of business aircraft dramatically from levels seen today. We
estimate 24,000 aircraft deliveries in the light to large categories for the 20-year period from 2013 to 2032, valued
at $650 billion in constant 2012 U.S. dollars. Average worldwide GDP growth for the 20-year period is expected to
be 3.2%. The worldwide business aircraft fleet is expected to more than double from 14,875 aircraft at the end of
2012 to 30,975 aircraft in 2032. We predict that North America will receive the greatest number of new business
jet deliveries in the 20-year period with 9,490 aircraft, followed by Europe with 3,900 aircraft. Notably, China is
expected to become the third largest market for business jet deliveries, with 2,420 deliveries between 2013 and
2032. We also expect other key growth markets in non-traditional economies to receive a significant share of
business jet deliveries during the next 20 years.”

BUSINESS AIRCRAFT FLEET EVOLUTION BY GEOGRAPHIC BUSINESS AIRCRAFT DELIVERIES FORECAST BY
REGION™ CATEGORY"
(for calendar years 2013 to 2032; in units) (for calendar years 2013 to 2032; in billions of constant 2012
U.S. dollars and in units)
24,000 7,900
= North America 1,440 zgg
5,870 660
® Europe 5,450 $119
2320 30975 Light 18%
BChina
Other Asia-Pacific 3,900 7,390
Rest of world 2,565 = Medium
9,490
14,875
2,960
1,500 ggg Hmlarge
9,600
Fleet 2012 Deliveries Retirements Fleet 2032 Value of $650 billion 24,000 units

™ As stated in our Business Aircraft Market Forecast, published in June 2013 and available on Bombardier’s dedicated investor relations
website at ir.bombardier.com.
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Commercial aircraft

The commercial aircraft market is building momentum. Passenger traffic levels and airline financial performance
have improved in 2013 and industry deliveries of aircraft in the 20- to 149-seat category have increased
compared to last year. The economic environment is improving in the U.S., the largest market for our aircraft, and
in most emerging economies, while some countries in Europe continue to lag.

Airline financial performance continued to improve in most regions during the year, particularly in the U.S. where
airline mergers have helped improve asset utilization and generate efficiencies.

Several U.S. major network carriers have reached agreements with their respective pilot unions to modify scope
clauses, thus permitting a higher number of larger regional aircraft (e.g. 70 seats and larger) to be flown by
regional airlines’ pilots affiliated with mainline airlines. To benefit from these agreements, some airlines have
ordered larger and more efficient regional aircraft to replace older and smaller regional jet aircraft. Ap froxmately
70% of the industry’s demand in the 20- to 149-seat category in 2013 originated from North America® and we
expect scope clause relaxation will continue to drive option conversions for larger regional aircraft in the near
term.

We delivered 10% more commercial aircraft in 2013 compared to 2012. Our net orders decreased by 41%
compared to 2012. However, we have geographically diversified our customer base and obtained several orders
in key fast-growing countries. For the three-year period ended December 31, 2013 we ranked second, capturing
31% of the market share in the 20- to 99-seat category based on unlts delivered.® This compares to a market
share of 36% for the three-year period ended December 31, 2012.¢

) As stated in the International Air Transport Association (“IATA”) December 2013 Financial Forecast.
@ Based on aircraft order data available from OAG Fleet iNet and other public sources.
® Based on delivery data available from OAG Fleet iNet and other public sources.

We use the following key indicators to monitor the health of the commercial airline industry in the short term.

Commercial aircraft market indicators

Passenger = The demand for new aircraft is primarily driven by the demand for air travel. Scheduled domestic A
traffic and international passenger traffic, measured by revenue passenger kilometres (“RPK”), were 4.7%
levels and 5.3% higher, respectively, for the year-to-date period ended November 2013 compared to the
same period last year.“)
Airlines achieved both domestic and international passenger load factors of 77.7% and 75.5%, v
respectively, in November 2013 (79.6% and 76.5%, respectively, in November 2012). Continued

increases in capacity over recent months have placed downward pressure on load factors. Yields,
defined as average passenger revenue per revenue passenger kilometre, remained stable in 2013
compared to 20121

During 2013, regional passenger traffic measured by RPK for the five leading U.S. network carriers >
and their affiliates, which represent a major portion of the regional airline passenger traffic in the
U.S., our largest market, remained essentially at the same level as last year.

These airlines achieved an average passenger load factor of 81.6% in December 2013, up from the
78.1% experienced in December 2012.

>

Fuel prices  Planning is difficult for airlines when prices for one of the largest components of their operating costs >
remain volatile. The price of Brent crude oil decreased from $112 per barrel in 2012 to $109 per
barrel in 2013, and is expected to decline gradually to average $105 per barrel and $102 per barrel
in 2014 and 2015, respectlvely ) In the short term, this should help improve airline profitability.
However, the high volatility in crude oil prices should result in continued demand for more fuel-
efficient aircraft.

A » V |[dentifies a favourable, neutral or negative status, respectively, in the market categories in which we compete, based on the current
environment.

' Per IATA’s November 2013 Air Passenger Market Analysis report.
@ According to the U.S. Energy Information Administration’s (EIA) January 2014 Short-term Energy Outlook.
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Commercial aircraft market indicators (continued)

[ Indicator | Current situation [ Status |

Airline
profitability

Environ-
mental
regulations

Aircraft
shipments

Replace-
ment
demand

Airline financial performance continued to improve in 2013. Airlines’ net profit should amount to A
$12.9 billion in 2013, a fourth consecutive year of positive net profits for the industry. North

American airlines are forecast to generate the highest profits in terms of dollars and percentage of

revenues due to a combination of consolidation, a more efficient industry and an improving

economy, followed by airlines in the Asia-Pacific region. European airlines will generate the third

highest net profit but will have lower profit margins than airlines in the Middle East and Latin

America.")

Stringent environmental regulations speed up the retirement of old generation aircraft as carriers A
seek lower per-passenger fuel burns and emissions. On the other hand, fees and charges

associated with these regulations hamper airline operating economics, adversely impacting airlines
re-fleeting decisions. Although the International Civil Aviation Organization (ICAQ) is looking at
developing a global market based measure (MBMs) scheme from 2020, Europe has tabled another
version of its Emissions Trading System which could apply to intra-European Union flights before
2020. These schemes and other similar ones in other countries are designed to reduce overall
environmental impact of aircraft and will likely speed up retirement of older aircraft worldwide over
the coming years as airlines and operators will need to account for their carbon dioxide (CO32)
emissions.

In 2013, there were 278 deliveries for the industry of aircraft in the 20- to 149-seat category, an A
increase of 3.3% compared to 2012.%)

We estimate that most commercial aircraft have life cycles ranging between 15 to 30 years. At the >
end of 2013, approximately 5,400 aircraft representing an estimated 44% of the world’s active fleet

in the 20- to 149-seat aircraft category were over 15 years old compared to approximately 5,600

aircraft representing 45% at the end of 2012.%)

A » V |dentifies a favourable, neutral or negative status, respectively, in the market categories in which we compete, based on the current

environment.

) Per IATA’s December 2013 Financial Forecast.
® Based on delivery data available from OAG Fleet iNet and other public sources.
® Based on data obtained from OAG Fleet iNet.

FUEL PRICES GLOBAL AIRLINES’ NET PROFIT (LOSS)
(Brent crude oil prices; in dollars per barrel) (for calendar years; in billions of dollars)
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Source: U.S. EIA Source: IATA Financial Forecast, December 2013
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DOMESTIC PASSENGER LOAD FACTOR
(as a percentage of available seat kilometres in the month and year-to-date period)

e January - November 2013 January - November 2012

86% A

Year-to-date average : November 2013 Year-to-date average: November 2012
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82% | \
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— — — N ——

78% - / v R \
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Source: latest available data from IATA statistics for domestic air travel

INTERNATIONAL PASSENGER LOAD FACTOR
(as a percentage of available seat kilometres in the month and year-to-date period)

e January - November 2013 January - November 2012
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Source: latest available data from IATA statistics for international air travel

U.S. REGIONAL PASSENGER LOAD FACTOR FOR THE FIVE LEADING U.S. NETWORK CARRIERS AND
THEIR AFFILIATES
(as a percentage of available seat kilometres in the month and year-to-date period)
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Source: U.S. regional load factors published by the five leading U.S. network carriers (Delta Air Lines, American
Airlines, United Airlines, US Airways and Alaska Air) and their affiliates.

Passenger load
factor is defined
as the percentage
of available seat
kilometres used
(revenue
passenger
kilometres divided
by available seat
kilometres).

Revenue
passenger
kilometres is a
measure of paying
passenger traffic
and represents
passenger demand
for air transport,
defined as one
fare-paying
passenger
transported over
one kilometre.

Available seat
kilometres are
measured as the
number of seats
multiplied by the
kilometres flown,
whether a
passenger
occupied the seat
or not.

Short-term outlook

The world economy is predicted to grow by 3.2%, 3.6% and 3.7% over each of the next three years.“) Historically,

as the world economy improves, demand for air travel increases and order intake follows. We believe that the
market for larger regional aircraft and smaller mainline aircraft will grow in North America as airlines continue to

focus on fleet optimization, efficiency and reducing environmental impacts.

In Europe, GDP is expected to grow at only 1.5% in 2014. In this context, we do not expect much growth in
demand for regional aircraft in Europe in 2014. European airlines are likely to continue to focus on consolidation

and operational restructuring.
™ According to IHS Global Insight's Comparative World Overview dated January 15, 2014.
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The strong correlation between passenger traffic and economic growth in non-traditional markets should translate
into continued aircraft demand in the near future. This demand will be met by a combination of pre-owned and
new aircraft.

We expect to deliver approximately 80 commercial aircraft in fiscal year 2014 compared to 55 deliveries in 2013.

Long-term outlook

We estimate 12,800 new aircraft deliveries for the 20- to 149-seat commercial aircraft category for the 20-year
period from 2013 to 2032, with 250 deliveries in the 20- to 59-seat category, 5,650 deliveries in the 60- to 99-seat
category and 6,900 deliveries in the 100- to 149-seat category. The total forecast deliveries are valued at over
$646 billig? in constant 2012 U.S. dollars. Average worldwide GDP growth for the 20-year period is expected to
be 3.2%.

WORLDWIDE FLEET FORECAST FOR 20- TO 149-SEAT
COMMERCIAL AIRCRAFT!"
(for calendar years 2013 to 2032; in units)

20- TO 149-SEAT COMMERCIAL AIRCRAFT DELIVERIES
FORECAST BY REGION"
(for calendar years 2013 to 2032; in units)

® 20 to 59 seats " 60 to 99 seats 100 to 149 seats

North America

Rest of world
12,800 7,000

3,000
6,900 1,300
2,700 16,700

10’900 “ BHE
50

4,800

2,600
3,500
020

Fleet 2012 Fleet 2032

Other Asia-Pacific
Europe

China

Deliveries Retirements

Global demand for air travel and new aircraft continues to shift towards non-traditional markets. Nevertheless,
North America is expected to lead the way in aircraft deliveries over the forecast period, taking in an expected
3,710 new aircraft, followed by China, the second largest market, with 2,330 new aircraft. The forecast demand
for Europe is expected to be 1,700 aircraft.)

Oil prices are exPected to decrease until 2017 and then subsequently increase thereafter as a result of expanding
energy demand. ? We believe that high fuel costs will accelerate the retirement of old, less efficient aircraft types
increasing demand for new fuel-efficient aircraft.

The 60- to 99-seat category’s growth will be driven largely by the evolving relationship between mainline and
regional carriers. The outsourcing of regional aircraft operations to carriers with lower-cost structures, namely
regional airlines, continues to be the main thrust of network optimization efforts. Furthermore, the attractive
economics and operational flexibility of regional aircraft can be used to right-size aircraft capacity according to
traffic demand.

Our strategy to occupy the 100-to 149-seat market category with the efficient CSeries family of aircraft will help
stimulate new aircraft demand and accelerate the retirement of older aircraft in the larger regional and smaller
mainline aircraft markets.

mAccording to our Commercial Aircraft Market Forecast, published in June 2013 and available on Bombardier’s dedicated investor relations

website at ir.bombardier.com.
@ As predicted by the U.S. EIA in its Annual Energy Outlook 2014 Early Release report.
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Customer services

Our worldwide customer services network includes parts hubs, parts depots, authorized service facilities (“ASF”),
line maintenance facilities (“LMF”), service centres, mobile repair parties, regional support offices (“RSO”),
customer response centres (“CRC"), as well as training centres and authorized training providers (“ATP”).

The customer services market represents a
large growth opportunity for Bombardier. In
order to capture a larger share of this market
and to further improve customer satisfaction,
we continue to develop innovative and
comprehensive service solutions and to invest
in building our international service and support
capabilities.

In 2013, we continued to expand our customer
service network across the globe by opening
new support locations to better serve our
customers as well as developing new services
to cater to changing needs, including the new
Smart Parts Preferred option from the portfolio
of Smart Services cost-per-flight-hour parts and
services coverage programs. Currently there
are over 1,200 business aircraft enrolled in
Smart Services. On the commercial side, over
20% of the active Q400 and Q400 NextGen
fleet is enrolled in the Smart Parts program.

™ This RSO counts as two locations because it serves
both business and commercial aircraft.

20 new customer support locations

Johannesburg, South Africat" Business and commercial aircraft

Seletar, Singapore Business aircraft

ASF / LMF

Addis Ababa, Ethiopia Commercial aircraft
Vantaa, Finland
Luton, U.K.
Campinas, Brazil

Business aircraft
Business aircraft
Business aircraft
Le Bourget, France
Kazan, Russia

Luga, Malta

Belo Horizonte, Brazil

Business aircraft
Business aircraft
Business aircraft
Business aircraft
Line Maintenance Service Agreement

Beijing, China

Mobile Repair Parties
Atlanta, Georgia, U.S.

Ft. Lauderdale, Florida, U.S.
Van Nuys, California, U.S.
Denver, Colorado, U.S.

Business aircraft

Business aircraft
Business aircraft
Business aircraft
Business aircraft
Chicago, lllinois, U.S. Business aircraft
Seattle, Washington, U.S.
Teterboro, New Jersey, U.S.
Parts Depot

Johannesburg, South Africa

Business aircraft
Business aircraft

Business and commercial aircraft

Our customer services network around the world

: o Africa and Total
Company-owned service 8 1 1 - 10
centres
RSO B 8] 9 8 20
ASF / LMF 23 20 13 9 65
Line maintenance service - - 1 - 1
agreement
CRC 4 - - - 4
Mobile repair parties 7 - - - 7
Parts depots / hubs 2 1 5 2 10
Training centres 2 - - - 2
ATP 7 8 1 1 12
Total 58 28 30 15 131

In 2013, we remained focused on customer satisfaction and continued to improve fleet reliability (measured in
terms of missed departures) and on-time delivery compared to 2012. Our customers are appreciating our efforts
as demonstrated by the results of independent industry surveys conducted by Professional Pilot Magazine
(ProPilot) and Aviation International News (AIN). The customer satisfaction ranking increased for Bombardier
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business aircraft overall in the ProPilot survey and increased for both Learjet and Global aircraft in the AIN
survey.

The demand for customer services is driven by the size of the fleet of Bombardier aircraft, by the number of hours
flown by said fleet (aircraft utilization rates) and the average age of the fleet.

Customer services market indicators

Installed The installed base for active in-service Bombardier commercial aircraft increased by 2.2% in A
base 2013 compared to 2012."Y The installed base for active in-service Bombardier business aircraft
increased by 3.6% in 2013 compared to 2012.%)

Aircraft Based on our estimates, Bombardier aircraft fleet utilization, measured by the average hours A
utilization  flown per aircraft, increased by 2.4% for commercial aircraft for the year-to-date period ended
rates October 31, 2013, and by 0.6% for business aircraft for the year-to-date period ended December

31, 2013, compared to the same periods last year.

Average Typically, aircraft direct maintenance costs increase as an aircraft ages. Therefore, the average >
age of age of the fleet of Bombardier aircraft will impact the size of the maintenance market. There has
fleet been a slight increase in the average age of the Bombardier commercial aircraft fleet in 2013

compared to 2012."" There was no significant change in the average age of the Bombardier
business aircraft fleet in 2013 compared to 2012.2

A » V |dentifies a favourable, neutral or negative status, respectively, in the market categories in which we compete, based on the current
environment.

' Based on data obtained from OAG Fleet iNet.
® Based on data obtained from the Ascend fleet database.

Short-term outlook

Based on the market indicators above, the demand for comprehensive spare parts and service programs is
expected to continue growing. We continue to actively seek out strategic locations for expansion in order to move
closer to customers, improve response times and build stronger relationships around the globe. Historically, the
U.S. represented the largest share of deliveries for both business and commercial aircraft, however, wealth
creation and economic development in non-traditional markets is driving a shift in the proportion of business and
commercial aircraft delivered outside of the U.S. This trend in demand impacts the geographical layout of our
support network. In the non-traditional markets, our strategy is to increase our local customer support presence
and leverage our partnerships to deploy our full span of services.

Long-term outlook

The continued growth of the installed base will contribute to growth in demand for customer services. While
traditional markets such as North America and Europe will dominate in terms of market size, the fleet growth in
non-traditional markets is accelerating and creating new opportunities for customer services.

With respect to the commercial aircraft market, the global air transport maintenance, repair and overhaul (“MRO”)
market in 2013 was approximately $59 billion for a current total global fleet of approximately 27,000 aircraft, over
30% of which are turboprops and regional jets. The global MRO market for commercial aircraft is expected to
grow to approximately $85 billion by 2022, representing a 4.1% CAGR over 10 years. The growth will vary by
region, with the highest CAGRs in the Middle East (8.5%), CIS and Eastern Europe (7.3%), Africa (6.9%) and
South America (6.7%). The lowest CAGRs are expected in developed regions such as North America (1.4%) and
Western Europe (1.5%). Over the next ten years, MRO growth is expected to be the largest in Asia-Pacific and
the Middle East in terms of absolute dollars. However, established markets such as North America and Western
Europe, along with Asia-Pacific, will still represent the largest overall MRO markets in 2022."

With respect(gc)) the business aircraft market, the business and general aviation MRO market in 2012 totaled
$12.4 billion.

(1) According to a report titled Global MRO Market: Forecast & Trends published by ICF SH&E in February 2013.
@ According to a report titled Global MRO Market Economic Assessment published by the Aeronautical Repair Station Association in March
2013.
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ANALYSIS OF RESULTS

Good revenue growth and stable EBIT margin

Results of operations

Fourth quarters Fiscal years
ended December 31 ended December 31
2013 2012 2013 2012
restated restated
Revenues
Manufacturing
Business aircraft $ 1,544 $ 1,448 $ 5,038 $ 4,590
Commercial aircraft 467 375 1,248 1,115
Other 184 133 550 521
Total manufacturing 2,195 1,956 6,836 6,226
Services" 508 458 1,897 1,718
Other® 170 183 652 684
Total revenues 2,873 2,597 9,385 8,628
Cost of sales 2,535 2,256 8,118 7,427
Gross margin 338 341 1,267 1,201
SG&A 176 190 699 705
R&D 47 52 173 155
Other expense (income)? 21 15 7 (26)
EBIT before special items™ 94 84 388 367
Special items® 1 - (30) (23)
EBIT 93 84 418 390
Amortization® 74 75 267 242
EBITDAY $ 167 $ 159 $ 685 $ 632
EBITDA before special items® $ 168 $ 159 $ 655 $ 609
(as a percentage of total revenues)
Gross margin 11.8% 13.1% 13.5% 13.9%
EBIT before special items 3.3% 3.2% 4.1% 4.3%
EBIT 3.2% 3.2% 4.5% 4.5%
EBITDA before special items 5.8% 6.1% 7.0% 71%
EBITDA 5.8% 6.1% 7.3% 7.3%

™ Includes revenues from parts services, Flexjet fractional ownership and hourly flight entittement programs’ service activities, product support
activities (including aircraft maintenance and commercial training), Specialized Aircraft Solutions and Military Aviation Training.

@ Includes mainly sales of pre-owned aircraft.

® Includes i) net loss (gain) on certain financial instruments measured at fair value and changes in estimates related to certain provisions or
certain financial instruments, excluding the losses (gains) arising from changes in interest rates; ii) severance and other involuntary
termination costs (including changes in estimates); and iii) (gains) losses on disposals of PP&E and intangible assets.

“ Non-GAAP financial measures. Refer to the Non-GAAP financial measures section in Overview for definitions of these metrics.

® The special items for the fourth quarter and fiscal year ended December 31, 2013 relate to a $24-million inve