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ONEX AND ITS OPERATING BUSINESSES
Onex is a public company whose shares trade on the Toronto Stock Exchange under the
symbol OCX. Onex’ businesses have assets of $45 billion, generate annual revenues of $35 billion and employ approximately 231,000 people worldwide. Onex operates from offices located in
Toronto, New York and London.

The investment in The Warranty Group is split almost equally between Onex Partners I and II.
The investment in ResCare is split almost equally between Onex Partners I and III.
The investment in PURE Canadian Gaming is split approximately 80%/20% between ONCAP II and III, respectively.

Throughout this report, all amounts are in U.S. dollars unless otherwise indicated.
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ONEX CORPORATION
More Than 30 Years of Successful Investing
Founded in 1984, Onex is one of the oldest and most successful private equity firms with a long, established
track record and a disciplined, active-ownership approach to investing. Onex focuses on creating long-term
value by building industry-leading businesses in partnership with outstanding management teams. As an active
owner, the Company has built more than 75 businesses, completing approximately 450 acquisitions with a total
value of approximately $50 billion. Onex’ long-term project returns have generated a gross multiple of capital
invested of 3.0 times from its core private equity activities since inception, resulting in a 28 percent gross compound IRR on realized, substantially realized and publicly traded investments. The Company is guided by an
ownership culture focused on achieving strong absolute growth, with an emphasis on capital preservation. With
an experienced management team, significant financial resources and no debt at the parent company, Onex is
well-positioned to continue to acquire and build businesses.
Onex manages its capital as well as capital entrusted to it by investors from around the world, including public
and private pension funds, sovereign wealth funds, banks and insurance companies.

Onex’ Capital
Onex manages its $5.7 billion of capital largely through
its two private equity platforms: Onex Partners (for larger
transactions) and ONCAP (for mid-market transactions).
The Company also invests through Onex Credit Partners
and Onex Real Estate Partners. Onex’ long-term goal is to
grow its capital per share by at least 15 percent per annum,
and to have that growth reflected in its share price. For
the three months ended March 31, 2014, Onex’ capital per
share was largely unchanged in U.S. dollars (grew by 3 percent in Canadian dollars). In the 12-month period ended
March 31, 2014, Onex’ capital per share grew by 18 percent
in U.S. dollars (29 percent in Canadian dollars) and our
share price grew by 27 percent in Canadian dollars.
Other Investors’ Capital
In addition to the management of Onex’ capital, Onex is
entrusted with capital from institutional investors around
the world. The Company manages $15.3 billion of invested
and committed capital on behalf of its investors, of which
80 percent relates to its private equity platforms and the
balance to Onex Credit Partners. The management of this
capital provides two significant benefits to Onex. First,
Onex is entitled to receive a committed stream of annual
management fees on $13.8 billion of other investors’ assets
under management. Second, Onex has the opportunity
to share in the profits of its investors through the carried
interest participation. Carried interest, if realized, can significantly enhance Onex’ investment returns. In 2013, combined management fees and carried interest received offset
ongoing operating expenses. Management fees received in
2013 did not include any fees from Onex Partners IV. Onex
expects to begin drawing management fees from Onex
Partners IV later in 2014.

How Onex’ $5.7 billion of Capital is Deployed
at March 31, 2014

Large-Cap Private Equity 55%

Private 43%
Public 12%

Cash and Near-Cash Items 31%

Mid-Market Private Equity 6%
Onex Credit Partners 6%
Onex Real Estate Partners 2%

The How We Are Invested schedule details Onex’ $5.7 billion of capital.

The Components of Onex’ $15.3 billion of Other Investors’
Assets under Management at March 31, 2014
Onex Partners IV 23%

Onex Partners III 33%

Onex Partners II 11%
Onex Partners I 7%
Onex Credit Partners 20%
ONCAP 6%

Assets under management include capital managed on behalf of co-investors
and the management of Onex and ONCAP.
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HOW WE ARE INVESTED
All dollar amounts, unless otherwise noted, are in millions of U.S. dollars.

This How We Are Invested schedule details Onex’ $5.7 billion of capital and provides private company performance and public company ownership information. This schedule includes values for Onex’ investments in
controlled companies based upon estimated fair values and as such are non-GAAP measures. This fair value
summary is used by investors to compare to fair values they may prepare on Onex. While it provides a snapshot of Onex’ assets, this schedule does not fully reflect the value of Onex’ asset management business as it
includes only an estimate of the unrealized carried interest due to Onex based upon the current values of the
investments and allocates no value to the management company income. The presentation of Onex’ capital
in this manner does not have a standardized meaning prescribed under International Financial Reporting
Standards (“IFRS”) and is therefore unlikely to be comparable to similar measures presented by other companies. Onex’ unaudited interim consolidated financial statements prepared in accordance with IFRS for the three
months ended March 31, 2014 are available on Onex’ website, www.onex.com, and on the Canadian System for
Electronic Document Analysis and Retrieval (“SEDAR”) at www.sedar.com. Reconciliation to information contained in the unaudited interim consolidated financial statements has not been presented as it is impractical.
Onex’ Capital
As a t

Private Equity
Onex Partners
Private Companies(1)
Public Companies(2)
Unrealized Carried Interest on Onex Partners Investments(3)
ONCAP(4)
Direct Investments
Private Companies(5)
Public Companies(2)

March 31, 2014

December 31, 2013

$ 2,142
437
207
342

$ 2,026
627
202
337

95
195

153
186

3,418

3,531

134
288

144
260

422

404

109
1,781
–

103
1,741
–

Onex Real Estate Partners(5)
Onex Credit Partners(6)
Other Investments
Cash and Near-Cash(7)
Onex Corporation Debt
Onex’ Capital per Share (March 31, 2014 – C$55.98; December 31, 2013 – C$54.16)(8)(9)

$ 5,730

$ 5,779

$ 50.64

$ 50.93

(1)

Based on the fair value of the investments in Onex Partners’ financial statements net of the estimated Management Investment Plan (“MIP”) liability on these investments
of $82 million (2013 – $64 million).

(2)

Based on the closing market values and net of the estimated MIP liability on these investments of $43 million (2013 – $37 million).

(3)

Represents Onex’ share of the unrealized carried interest on public and private companies in the Onex Partners Funds.

(4)

Based on the C$ fair value of the investments in ONCAP’s financial statements net of management incentive programs on these investments of $19 million
(2013 – $17 million) and a US$/C$ exchange rate of 1.1055 (2013 – 1.0636).

(5)

Based on the fair value.

(6)

 ased on the market values of investments in Onex Credit Partners’ Funds and Onex Credit Partners Collateralized Loan Obligations. Excludes $345 million
B
(2013 – $343 million) invested in a segregated Onex Credit Partners’ unleveraged senior secured loan strategy fund, which is included with cash and near-cash items.

(7)

Includes $345 million (2013 – $343 million) invested in a segregated Onex Credit Partners’ unleveraged senior secured loan strategy fund.

(8)

Calculated on a fully diluted basis. Fully diluted shares were approximately 115.5 million at March 31, 2014 (December 31, 2013 – 115.9 million). Fully diluted shares include
all outstanding Subordinate Voting Shares and outstanding Stock Options that have met the minimum 25% price appreciation threshold.

(9)

The change in Onex’ Capital per Share during the three months ended March 31, 2014 is driven primarily by fair value changes of Onex’ investments. Share repurchases
and options exercised during the period will have an impact on the calculation of Onex’ Capital per Share. The impact on Onex’ Capital per Share will be to the extent
that the price for share repurchases and option exercises is above or below Onex’ Capital per Share.
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Public and Private Company Information
Public Companies
As at March 31, 2014

Shares Subject to
Carried Interest
(millions)

Shares Held
by Onex
(millions)

10.7
8.7
15.7

3.5
4.7
11.0

Onex Partners
Skilled Healthcare Group(2)
Spirit AeroSystems(2)
Allison Transmission(2)

Closing Price
per Share(1)

$ 5.27
$ 28.19
$ 29.94

Market Value
of Onex’
Investment

$

18
133
329
480
(43)

Estimated Management Investment Plan Liability

437
Direct Investments – Celestica

–

17.8(3)

$ 10.95

195
$

Signiﬁcant Private Companies
As at March 31, 2014

Onex’ and its
Limited Partners’
Ownership

LTM EBITDA(4)

Cumulative
Distributions

Net Debt

Onex’
Economic
Ownership

Onex Partners
Carestream Health
Tropicana Las Vegas
ResCare
JELD-WEN
SGS International
USI
BBAM(9)
KraussMaffei
Emerald Expositions

92%
82%
98%
79%(5)
93%
92%
50%
96%
99%

$ 428
2
137
157(6)
114(8)
270(8)
82
1 108
130(8)

$ 2,164
51
346
785(6)
582
1,615
(30)(10)
1 236
788

$ 1,311
–
–
–
–
–
64(11)
–
–

33%(3)
18%
20%
20%(5)
23%
26%
13%
24%
24%

Direct Investments – Sitel Worldwide

70%

$ 120

$

$

70%

632

Original
Cost of Onex’
Investment

$

186
70
41
217 (7)
66
170
61
92 (12)
119
1,022

764

–

251
$ 1,273

(1)

Closing prices on March 31, 2014.

(2)

Excludes Onex’ potential participation in the carried interest and includes shares related to the MIP.

(3)

Excludes shares held in connection with the MIP.

(4)

EBITDA is a non-GAAP measure and is based on the local GAAP of the individual operating companies. These adjustments may include non-cash costs of stock-based
compensation and retention plans, transition and restructuring expenses including severance payments, the impact of derivative instruments that no longer qualify
for hedge accounting, the impacts of purchase accounting and other similar amounts.

(5)

Onex’ and its limited partners’ investment includes convertible preferred shares. The ownership percentage is presented on an as-converted basis.

(6)

LTM EBITDA and net debt are presented for JELD-WEN Holding, inc.

(7)

Net of a $27 million return of capital on the convertible promissory notes prior to the conversion into additional Series A Convertible Preferred Stock of JELD-WEN in April 2013.

(8)

LTM EBITDA for SGS International, USI and Emerald Expositions is presented on a pro-forma basis to reflect the impact of acquired businesses.

(9)

 wnership percentages, LTM EBITDA, net debt and cumulative distributions are presented for BBAM Limited Partnership and do not reflect information for Onex’
O
investments in FLY Leasing Limited (NYSE: FLY) or Meridian Aviation Partners Limited that were made in conjunction with the investment in BBAM. The Original Cost
of Onex’ Investment includes $5 million invested in FLY Leasing Limited and $14 million invested in Meridian Aviation Partners Limited.

(10) Net debt for BBAM represents unrestricted cash, reduced for accrued compensation liabilities.
(11) Onex, Onex Partners III and Onex management received distributions of $29 million from BBAM.
(12) The investments in KraussMaffei were made in euros and converted to U.S. dollars using the prevailing exchange rate on the date of the investments.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
Throughout this interim MD&A, all amounts are in U.S. dollars unless otherwise indicated.
The interim Management’s Discussion and Analysis (“MD&A”) provides a review of Onex Corporation’s
(“Onex”) unaudited interim consolidated financial results for the three months ended March 31, 2014 and
assesses factors that may affect future results. The financial condition and results of operations are analyzed
noting the significant factors that impacted the unaudited interim consolidated statements of earnings, unaudited interim consolidated statements of comprehensive earnings, unaudited interim consolidated balance
sheets and unaudited interim consolidated statements of cash flows of Onex. As such, this interim MD&A
should be read in conjunction with the unaudited interim consolidated financial statements and notes thereto
included in this report. The interim MD&A and the unaudited interim consolidated financial statements have
been prepared in accordance with International Financial Reporting Standards (“IFRS”) to provide information about Onex on a consolidated basis and should not be considered as providing sufficient information to
make an investment or lending decision in regard to any particular Onex operating business. Onex’ interim
MD&A and unaudited interim consolidated financial statements are prepared in accordance with IFRS, the
results of which may differ from the accounting principles applied by the operating businesses in their financial statements.
The following interim MD&A is the responsibility of management and is as of May 15, 2014. Preparation of the interim MD&A includes the review of the disclosures on each business by senior managers of
that business and the review of the entire document by each officer of Onex and by the Onex Disclosure
Committee. The Board of Directors carries out its responsibility for the review of this disclosure through its
Audit and Corporate Governance Committee, comprised exclusively of independent directors. The Audit
and Corporate Governance Committee has reviewed and recommended approval of the interim MD&A by
the Board of Directors. The Board of Directors has approved this disclosure.
The interim MD&A is presented in the following sections:
5		 Our Business, Our Objective and Our Strategies
12		 Industry Segments

16		 Financial Review
43		 Outlook

Onex Corporation’s interim financial filings, including the 2014 First Quarter MD&A and Financial Statements, and
Annual Reports, Annual Information Form and Management Information Circular, are available on Onex’ website,
www.onex.com, and on the Canadian System for Electronic Document Analysis and Retrieval (“SEDAR”) at www.sedar.com.

References
Throughout this interim MD&A, references to the Onex Partners Groups represent Onex, the limited partners of the relevant
Onex Partners Fund, Onex management and, where applicable, certain other limited partners and ONCAP management as
investors. References to the ONCAP Groups represent Onex, the limited partners of the relevant ONCAP Fund and the management of Onex and ONCAP as investors. For example, references to the Onex Partners III Group represent Onex, the limited partners of Onex Partners III, Onex management and, where applicable, certain other limited partners and ONCAP management.

Forward-Looking/Safe Harbour Statements
This interim MD&A may contain, without limitation, statements concerning possible or assumed future operations, performance or results preceded by, followed by or that include words such as “believes”, “expects”, “potential”, “anticipates”,
“estimates”, “intends”, “plans” and words of similar connotation, which would constitute forward-looking statements.
Forward-looking statements are not guarantees. The reader should not place undue reliance on forward-looking statements
and information because they involve significant and diverse risks and uncertainties that may cause actual operations,
performance or results to be materially different from those indicated in these forward-looking statements. Onex is under
no obligation to update any forward-looking statements contained herein should material facts change due to new information, future events or other factors. These cautionary statements expressly qualify all forward-looking statements in this
interim MD&A.
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OUR BUSINESS, OUR OBJECTIVE AND OUR STRATEGIES
OUR BUSINESS: Over its 30-year history, Onex has employed an active approach to building industry-leading
businesses. Onex manages its own capital and that of investors from around the world, including public and
private pension funds, sovereign wealth funds, banks and insurance companies. The Company has generated a
gross multiple of capital invested of 3.0 times on realized, substantially realized and publicly traded investments.
Active ownership approach
Throughout our history, we have developed a successful approach to private equity investing. We pursue businesses with world-class core capabilities and strong free cash flow characteristics where we have identified an
opportunity, in partnership with company management, to effect change and build market leaders. As an active
owner, we are focused on execution theses rather than macro-economic or industry trends with the goal of
creating long-term value for Onex and our investors. Specifically, we focus on (i) carve-outs of subsidiaries and
mission-critical supply divisions from multinational corporations; (ii) cost reductions and operational restructurings; and (iii) platforms for add-on acquisitions.
We have historically been conservative with the use of financial leverage, which has served Onex and its
businesses well through many cycles.
We typically acquire a control position in our businesses, which allows us to drive important strategic
decisions to accelerate growth and effect change in our operating businesses. Onex does not get involved in the
daily operating decisions of the businesses.
Experienced team with signiﬁcant depth
Onex is led by Gerald W. Schwartz, Chairman and CEO, and its Executive Committee that includes Mr. Schwartz
and four Senior Managing Directors. Collectively, these executives have more than 130 years of investing experience and have worked at Onex for an average of 23 years. Onex’ stability results from its ownership culture,
rigorous recruiting standards and highly collegial environment.
Onex employs a team of 69 investment professionals, each dedicated to a separate investment platform: Onex Partners (40), ONCAP (15), Onex Credit Partners (12) and Onex Real Estate (2). These investment
teams are supported by more than 40 professionals involved in taxation, financial control, audit, legal and
reporting matters of Onex, its Funds and their operating businesses.
Substantial ﬁnancial resources available for future growth
Onex is in excellent financial condition with no debt and approximately $1.8 billion of cash and near-cash items
at March 31, 2014. Onex has received proceeds and carried interest of $150 million from the Allison Transmission
Holdings, Inc. (“Allison Transmission”) secondary offering and Res-Care Inc. (“ResCare”) distribution completed in
April 2014 and expects to receive an additional estimated $935 million from the announced sales of The Warranty
Group Inc. (“The Warranty Group”) and Gates Corporation (“Gates”), the principal remaining business of Tomkins
Limited (“Tomkins”).
In May 2014, Onex successfully completed fundraising for Onex Partners IV, reaching aggregate commitments
of $5.15 billion and exceeding our target size of $4.5 billion. This includes Onex’ commitment of $1.2 billion and
capital from institutional investors around the world. At March 31, 2014, we had $3.9 billion of uncalled committed limited partners’ capital for future acquisitions by Onex Partners III and Onex Partners IV and C$387 million
for future acquisitions by ONCAP III.
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Strong alignment of interests
We believe that an important part of our success in building industry-leading businesses and our investment
track record is the strong alignment of interests between Onex’ shareholders, our limited partners and the Onex
management team. In addition to Onex being the largest limited partner in each Fund, the Company’s distinctive ownership culture requires each member of the Onex management team to have a significant ownership in
Onex shares and to invest meaningfully in each operating business acquired. Onex’ management team:
•	is the largest shareholder in Onex, with a combined holding of approximately 23 million shares or 21 percent;
• has a total cash investment in Onex’ current operating businesses of approximately $270 million; and
•	is required to reinvest 25 percent of all gross carried interest and Management Investment Plan (“MIP”)
distributions in Onex shares until they individually own at least one million shares and hold these shares
until retirement.
OUR OBJECTIVE FOR SHAREHOLDERS: Onex’ business objective is to create long-term value for shareholders
and to have that value reflected in our share price. Our strategies to deliver this value are concentrated
on (i) acquiring and building industry-leading businesses and (ii) managing and growing other investors’
capital. We believe that Onex has the investment philosophy, human resources, financial resources, track
record and structure to continue to deliver on its objective. The discussion that follows outlines Onex’ strat
egies and reviews how we performed against those strategies during the first three months of 2014.
OUR STRATEGIES:

Acquiring and building industry-leading businesses
Our investing strategy focuses on our value-oriented and active ownership approach of acquiring and building
industry-leading businesses in partnership with talented management teams. We also maintain Onex as a financially
strong parent company to support our businesses. The summary that follows presents performance highlights for
the first three months of 2014.
Acquiring great businesses
In January 2014, Emerald Expositions, LLC (“Emerald Expositions”) completed the acquisition of George Little
Management, LLC (“GLM”), an operator of business-to-business tradeshows in the United States. Onex believes the
acquisition of GLM is consistent with its investment thesis for Emerald Expositions: to grow the business through
accretive add-on acquisitions of smaller exhibition businesses in existing and adjacent end markets. In conjunction
with this acquisition, the Onex Partners III Group invested an additional $140 million in Emerald Expositions, of
which Onex’ share was $34 million.
In March 2014, the Onex Partners III Group invested $66 million to acquire common stock of JELD-WEN
Holding, inc. (“JELD-WEN”) from existing shareholders unrelated to Onex. Onex’ share of that investment was
$16 million. The total number of shares of common stock outstanding did not change as a result of this transaction.

6 Onex Corporation First Quarter Report 2014

M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A LY S I S

Building our businesses and realizing on value
The ﬁrst four months of 2014 have been a very active period for realizations.
In February 2014, Onex and our investment partner, The Carlyle Group, sold a total of 28.75 million shares of
Allison Transmission. Allison Transmission repurchased approximately $100 million of the shares sold and the
remainder was sold through a secondary offering to the public. The offering was priced at $29.17 per share compared to Onex’ cash cost per share of $8.44. The Onex Partners II Group sold approximately 14.4 million shares in
the offering and share repurchase for net proceeds of $419 million, of which Onex’ share was $141 million, including carried interest of $11 million.
In April 2014, Allison Transmission completed a secondary offering to the public of 25.0 million shares
of common stock. The offering was priced at $29.78 per share compared to Onex’ cash cost per share of $8.44.
The Onex Partners II Group sold 12.5 million shares in the offering for net proceeds of $372 million, of which
Onex’ share was $125 million, including carried interest of $10 million.
In March 2014, Spirit AeroSystems, Inc. (“Spirit AeroSystems”) completed a secondary offering of approximately
6.2 million shares priced at $28.52 per share. The Onex Partners I Group sold 6.0 million shares, or 27 percent of
its economic ownership, in the offering for net cash proceeds of $171 million, of which Onex’ share was $52 million, including carried interest of $6 million and after the reduction for amounts on account of the MIP. The Onex
Partners I Group continues to hold approximately 16 million shares of Spirit AeroSystems’ common stock, which
represents an 11 percent ownership interest, and continues to retain voting control of the company.
In March 2014, Onex agreed to sell The Warranty Group for an enterprise value of approximately $1.5 billion.
The Onex Partners I and Onex Partners II Groups will receive net proceeds of approximately $1.1 billion. The
Onex Partners I and Onex Partners II Groups invested a total of $498 million to acquire The Warranty Group in
late 2006 and will have received total net proceeds of approximately $1.5 billion, including prior distributions.
Onex’ portion of the sale proceeds will be approximately $385 million, including estimated carried interest of
$50 million and after the reduction for the estimated amounts on account of the MIP. The ultimate amount of
carried interest realized by Onex will depend on the actual sale proceeds received and the timing of the close.
The transaction is expected to close during the third quarter of 2014 and is subject to customary closing conditions and regulatory approvals.
In April 2014, Onex, together with Canada Pension Plan Investment Board (“CPPIB”), agreed to sell Gates,
Tomkins’ principal remaining business, for an enterprise value of approximately $5.4 billion. Proceeds from
the sale to the Onex Partners III Group will be approximately $2.0 billion. Onex’ share of the proceeds will
be approximately $550 million, including estimated carried interest of $55 million and after the reduction for
the estimated amounts on account of the MIP. Including prior distributions, the Onex Partners III Group will
have received total net proceeds of approximately $2.7 billion compared to its original investment of $1.2 billion. Onex will have received total net proceeds of approximately $720 million, including prior distributions of
approximately $170 million, compared to its original investment of $315 million. The ultimate amount of carried
interest realized by Onex will depend on the actual sale proceeds received and the timing of the close. The sale
is expected to close during 2014 and is subject to customary closing conditions and regulatory approvals.
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In April 2014, ResCare entered into a new $650 million senior secured credit facility. The proceeds from the new
senior secured credit facility were used to repay ResCare’s former senior secured credit facility, fund a $130 million distribution to shareholders, pay fees and expenses associated with the transaction and for other general
corporate purposes. The Onex Partners I and Onex Partners III Groups’ portion of the distribution was $120 million, of which Onex’ portion was $25 million.
During the first three months of 2014, a number of our operating businesses took advantage of strong credit
markets, collectively raising or refinancing a total of $1.0 billion of debt. In addition, our operating businesses
collectively paid down debt totalling approximately $130 million during the three months ended March 31, 2014.
The table below includes total proceeds received from realizations and cash distributions made by the operating businesses during the first quarter of 2014 in total to the Onex Partners Groups and Onex’ share thereof:
Total Amount

Onex’ Share(1)

Company

Fund

Transaction

Allison Transmission

Onex Partners II

Share repurchase, secondary offering and dividend

$ 423

$ 142

BBAM

Onex Partners III

Distributions

$

5

$

1

Spirit AeroSystems

Onex Partners I

Secondary offering

$ 171

$

52

$ 599

$ 195

Total

($ millions)

($ millions)

(1) Onex’ share includes carried interest received by Onex and is reduced for amounts paid under the MIP.

Including realizations and distributions, the value of Onex Partners’ and ONCAP’s private companies
increased by 4 percent during the first three months of 2014. Including the public companies, the value of all
of our operating businesses in the Onex Partners and ONCAP Funds, including realizations and distributions,
increased by 3 percent.

Maintaining substantial financial strength
Onex’ financial strength comes from both its own capital, as well as the capital commitments from its limited
partners in the Onex Partners and ONCAP Funds. Onex has substantial financial resources available to support
its investing strategy. At March 31, 2014, Onex had:
i. Approximately $1.8 billion of cash and near-cash items and no debt.
ii.	$420 million of limited partners’ uncalled capital available for future Onex Partners III investments and
C$387 million available for future ONCAP III investments.
iii.	Approximately $3.5 billion of limited partners’ committed capital raised for Onex Partners IV, Onex’ most recent
large-cap private equity Fund. In May 2014, Onex successfully completed fundraising for Onex Partners IV, reaching aggregate commitments of $5.15 billion and exceeding our target size of $4.5 billion. This includes Onex’
commitment of $1.2 billion and capital from institutional investors around the world.
Asset management: manage and grow other investors’ capital
Onex’ management of other investors’ capital has grown significantly since Onex first began acquiring businesses
in 1984. In its early years, Onex would primarily use its own capital to complete acquisitions and would include
other investors in the acquired businesses to diversify risk, cultivate strategic relationships and facilitate larger
acquisitions. The 1996 purchase of Celestica was the first acquisition structured with other investors providing a
carried interest on their investment to Onex. Onex thus began to share in the profits of its other investors.
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Onex formalized its asset management business in 1999 when it raised its first fund, ONCAP I, for midmarket transactions. In 2003, the first Onex Partners Fund was raised for larger transactions. While Onex expects
to be the largest investor in each acquisition in order to invest its own capital, the establishment of Onex Partners
and ONCAP enabled Onex to efficiently pursue a larger acquisition program. Through March 31, 2014, Onex had
raised $11.5 billion of limited partners’ capital through the Onex Partners and ONCAP Funds.
At March 31, 2014, Onex managed $15.3 billion of other investors’ capital, in addition to $5.7 billion
of Onex’ capital. Included in the other investors’ capital managed by Onex was approximately $3.5 billion of
committed capital for Onex Partners IV. In May 2014, Onex successfully completed fundraising for Onex Partners IV, reaching aggregate commitments of $5.15 billion and exceeding our target size of $4.5 billion. This
includes Onex’ commitment of $1.2 billion and capital from institutional investors around the world.
The management of other investors’ capital provides two significant benefits to Onex: (i) the Company
earns management fees on $13.8 billion of other investors’ assets under management and (ii) Onex has
the opportunity to share in the profits of its other investors through the carried interest participation. This
enables Onex to enhance the return on its investment. In 2013, combined management fees and carried interest received offset ongoing operating expenses. Onex expects to begin drawing management fees from Onex
Partners IV later in 2014.
Other Investors’ Capital Under Management(1)
Total

(Unaudited) ($ millions)

March 31,
2014(2)

Fee Generating
December 31,
2013(2)

Change
in Total

March 31,
2014

Uncalled Commitments

December 31,
2013

March 31,
2014(2)

December 31,
2013 (2)

Funds
$ 11,228

Onex Partners(3)

C$ 1,004

ONCAP
Onex Credit Partners

(4)

$ 3,098

$ 9,801

15%

970

4%

$ 2,744

13%

C$

$ 9,932
C$

865

$ 3,098

$ 8,464
C$

837

$ 2,744

$ 4,208
C$

389
n/a

$ 2,720
C$

389
n/a

(1) All data is presented at fair value.
(2) I ncludes committed amounts from the management of Onex and ONCAP and directors based on the assumption that all of the remaining limited
partners’ commitments are invested.
(3) I ncludes $3.5 billion (December 31, 2013 – $1.9 billion) of committed capital from closings of Onex Partners IV up to March 31, 2014. In May 2014,
Onex successfully completed fundraising for Onex Partners IV, reaching aggregate limited partners’ commitments of $4.0 billion.
(4) Onex Credit Partners is jointly controlled by Onex. Capital under management of Onex Credit Partners represents 100 percent of the other investors’
capital managed by Onex Credit Partners.

The amount of other investors’ capital under management will fluctuate as new Funds are raised and existing
investments are realized. The amount of other investors’ capital under management increased by approximately
$1.8 billion during the first three months of 2014 due primarily to:
•	$1.5 billion of additional committed capital raised for Onex Partners IV during the first quarter of 2014; and
•	an increase of $354 million from Onex Credit Partners primarily from the creation of Onex Credit Partners’
fifth Collateralized Loan Obligation (“OCP CLO-5”).
Beginning in early 2012, Onex began investing capital in support of Onex Credit Partners’ CLO platform.
Through March 31, 2014, Onex had invested just over $170 million in Onex Credit Partners’ CLOs, with a net
investment of approximately $140 million after more than $30 million was realized through subsequent dispositions and distributions. Including the change in value of its remaining holdings, Onex’ investments in CLOs
outstanding for at least one year have generated an 18 percent internal rate of return as of March 31, 2014. Onex
expects to continue to invest in CLOs as Onex Credit Partners continues to grow this part of its business.
Onex Corporation First Quarter Report 2014 9

M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A LY S I S

At March 31, 2014, there was approximately $100 million of unrealized carried interest on Onex Partners’ public
companies, of which Onex’ share was $40 million. Onex’ share includes $10 million of carried interest related
to the April 2014 secondary offering completed by Allison Transmission. There was a further $462 million of unrealized carried interest on Onex Partners’ and ONCAP’s private operating businesses based on the March 31,
2014 fair values, of which Onex’ share was $167 million. Onex’ share includes approximately $105 million of
carried interest related to the pending sales of The Warranty Group and Gates, the principal remaining business of Tomkins. The actual amount of carried interest realized by Onex will depend on the ultimate performance of each Fund.

Private equity Fund performance
The table below summarizes the performance of the Onex Partners and ONCAP Funds from inception through
March 31, 2014. The gross internal rate of return (“Gross IRR”) shows the project returns achieved on the investments in the Funds. The net internal rate of return (“Net IRR”) shows the returns earned by limited partners in
the Funds after the deduction for carried interest, management fees and expenses. The gross multiple of capital
(“Gross MOC”) shows the Funds’ total value as a multiple of capital invested. Net multiple of capital (“Net MOC”)
shows the multiple of capital invested for limited partners after the deduction for carried interest, management
fees and expenses.
Performance Returns(1)
Gross IRR

Gross MOC

(excluding

(excluding

unrealized)(2)

Gross IRR(3)

Net IRR(4)

unrealized)(2)

Gross MOC(3)

Net MOC (4)

Funds
Onex Partners LP(5)
Onex Partners II LP

(5)

Onex Partners III LP(6)
ONCAP L.P.

(8)(9)

ONCAP II L.P.(8)
ONCAP III LP

(8)

70%

55%

38%

4.0x

3.8x

3.0x

15%

19%

14%

1.9x

2.4x

2.0x

18%

9%

1.4x

1.2x

43%

43%

33%

4.1x

4.1x

3.1x

53%

30%

21%

5.6x

3.2x

2.3x

–

25%

12%

–

1.6x

1.3x

–(7)

(7)

–(7)

(7)

(1) Performance returns are a non-GAAP measure.
(2) G
 ross IRR (excluding unrealized) and Gross MOC (excluding unrealized) include the returns on realized, substantially realized and publicly
traded investments.
(3) G
 ross IRR (including unrealized) and Gross MOC (including unrealized) include the returns on unrealized, realized, substantially realized and
publicly traded investments.
(4) N
 et IRR and Net MOC are presented for limited partners in the Onex Partners and ONCAP Funds and exclude the capital contributions and
distributions attributable to Onex’ commitment as a limited partner in each Fund.
(5) I n March 2014, the Onex Partners I and Onex Partners II Groups entered into an agreement to sell The Warranty Group. The transaction is expected
to close during the third quarter of 2014 and is subject to customary closing conditions and regulatory approvals. The Warranty Group is included in
unrealized investments at March 31, 2014.
(6) I n April 2014, the Onex Partners III Group entered into an agreement to sell Gates, Tomkins’ principal remaining business. The sale is expected
to close during 2014 and is subject to customary closing conditions and regulatory approvals. Tomkins is included in unrealized investments
at March 31, 2014.
(7) Onex Partners III LP and ONCAP III LP do not have realized, substantially realized or publicly traded investments.
(8) Returns are calculated in Canadian dollars, the functional currency of the ONCAP Funds.
(9) ONCAP L.P. was dissolved effective October 31, 2012 as all investments had been realized.
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Have value creation reﬂected in Onex’ share price
We seek to have the value of our investing and asset management activities reflected in our share price. These
efforts are supported by a long-standing quarterly dividend and an active stock buyback program. During the
ﬁrst quarter of 2014, $4 million was returned to shareholders through dividends. In May 2014, Onex announced
that it would be increasing its quarterly dividend by 33 percent to C$0.05 per Subordinate Voting Share beginning in July 2014. This increase follows a 36 percent increase in the dividend rate in May of last year and reﬂects
Onex’ success and ongoing commitment to its shareholders. Year-to-date through April 30, 2014, Onex repurchased 633,988 Subordinate Voting Shares under its Normal Course Issuer Bids at a total cost of $34 million, or
an average purchase price of C$58.87 per share.
At March 31, 2014, Onex’ Subordinate Voting Shares closed at C$61.38, a 7 percent increase from
December 31, 2013. This compares to a 1 percent increase in the Standard & Poor’s 500 Index (“S&P 500”) and a
5 percent increase in the S&P/TSX Composite Index (“TSX”).
The chart below shows the performance of Onex’ Subordinate Voting Shares during the first three months of
2014 relative to the S&P 500 and TSX.
Three Months’ Onex Relative Performance (December 31, 2013 to March 31, 2014)
115

Indexed at 100 on December 31, 2013

OCX

TSX

S&P 500

110

OCX
+7%

105

TSX
+5%

100

S&P 500
+1%

95

90
31-Dec-13

15-Jan-14

30-Jan-14

14-Feb-14

1-Mar-14

16-Mar-14

31-Mar-14
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INDUSTRY SEGMENTS
At March 31, 2014, Onex had seven reportable industry segments. In March 2014, the Company
entered into an agreement to sell The Warranty Group. The results of operations of The Warranty
Group, which were previously included in the insurance provider industry segment, are presented
in the other businesses segment as a discontinued operation. Consequently, the insurance brokerage segment, consisting of USI Insurance Services (“USI”), became a reportable industry segment.
Comparative results have been restated to reflect these changes. A description of our operating
businesses by industry segment, and the economic and voting ownerships of Onex, the parent company, and its limited partners in those businesses, is presented below. We manage our businesses
and measure performance based on each operating company’s individual results.

Industry
Segments
Electronics
Manufacturing
Services

Companies
Celestica Inc. (TSX/NYSE: CLS), a global provider of electronics manufacturing
services (website: www.celestica.com).

Onex’ &
Limited
Partners’
Economic
Ownership

Onex’
Economic/
Voting
Ownership

10%(a)

10%(a)/75%

11%

3%(a)/55%

39%

9%/86%

92%

33%(a)/100%

98%

20%/100%

70%

70%/89%

Onex shares held: 17.8 million(a)

Aerostructures Spirit AeroSystems, Inc. (NYSE: SPR), the world’s largest independent designer
and manufacturer of aerostructures (website: www.spiritaero.com).
Onex shares held: 4.4 million(a)
Onex Partners I shares subject to a carried interest: 8.7 million

Healthcare

Skilled Healthcare Group, Inc. (NYSE: SKH), an organization of skilled nursing
and assisted living facilities operators in the United States
(website: www.skilledhealthcaregroup.com).
Onex shares held: 3.5 million
Onex Partners I shares subject to a carried interest: 10.7 million
Carestream Health, Inc., a global provider of medical and dental imaging and
healthcare information technology solutions (website: www.carestream.com).
Total Onex, Onex Partners II and Onex management investment
at original cost: $471 million
Onex portion at cost: $186 million
Onex Partners II portion subject to a carried interest: $266 million
Res-Care, Inc., a leading U.S. provider of residential, training, educational and support
services for people with disabilities and special needs (website: www.rescare.com).
Total Onex, Onex Partners I, Onex Partners III and Onex management investment
at original cost: $204 million
Onex portion: $41 million
Onex Partners I portion subject to a carried interest: $61 million
Onex Partners III portion subject to a carried interest: $94 million

Customer
Care
Services

SITEL Worldwide Corporation, a global provider of outsourced customer care
services (website: www.sitel.com).
Onex investment at original cost: $251 million

(a) Excludes shares held in connection with the MIP.
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Industry
Segments
Building
Products

Companies
JELD-WEN Holding, inc., one of the world’s largest manufacturers of interior
and exterior doors, windows and related products for use primarily in the
residential and light commercial new construction and remodelling markets
(website: www.jeld-wen.com).

Onex’ &
Limited
Partners’
Economic
Ownership

Onex’
Economic/
Voting
Ownership

79%(a)

20%(a)/79%(a)

92%

26%/100%

20%

6%/–(b)

50%

13%/50%(b)

100%

25%/100%

Total Onex, Onex Partners III, certain limited partners, Onex management and
others investment at original cost: $987 million
Onex portion at cost: $244 million
Onex Partners III portion subject to a carried interest: $610 million

Insurance
Brokerage

USI Insurance Services, a leading U.S. provider of insurance brokerage services
(website: www.usi.biz).
Total Onex, Onex Partners III, certain limited partners, Onex management and
others investment at original cost: $610 million
Onex portion at cost: $170 million
Onex Partners III portion subject to a carried interest: $358 million

Other
Businesses
• Commercial
Vehicles

Allison Transmission Holdings, Inc.(b) (NYSE: ALSN), the world leader in the design
and manufacture of fully-automatic transmissions for on-highway trucks and buses,
off-highway equipment and defence vehicles (website: www.allisontransmission.com).
Onex shares held: 11.0 million
Onex Partners II shares subject to a carried interest: 15.7 million
In April 2014, Allison Transmission completed a secondary offering to the public
of 25.0 million shares of common stock. As part of the offering, the Onex Partners II
Group sold 12.5 million shares of common stock. After completion of the April 2014
secondary offering, the Onex Partners II Group continues to own 22.8 million shares of
common stock, or approximately 13 percent in the aggregate, of Allison Transmission’s
outstanding common stock.

• Aircraft
Leasing &
Management

Aircraft Leasing & Management, a global platform dedicated to leasing and
managing commercial jet aircraft. The platform is comprised of:
BBAM Limited Partnership(b), one of the world’s leading managers of commercial
jet aircraft (website: www.bbam.com).
Total Onex, Onex Partners III and Onex management investment at original cost: $185 million
Onex portion: $47 million
Onex Partners III portion subject to a carried interest: $130 million
In conjunction with the investment in BBAM Limited Partnership, the Onex
Partners III Group invested $20 million in the shares of FLY Leasing Limited
(NYSE: FLY), of which Onex’ share was $5 million.
Meridian Aviation Partners Limited, an aircraft investment company established
by the Onex Partners III Group.
Total Onex, Onex Partners III and Onex management investment
at original cost: $57 million
Onex portion: $14 million
Onex Partners III portion subject to a carried interest: $40 million

(a) T
 he economic ownership and voting interests of JELD-WEN are presented on an as-converted basis as the Onex Partners III Group’s investment
includes convertible preferred shares.
(b) O
 nex has certain contractual rights and protections, including the right to appoint members to the boards of directors, in respect of these entities,
which are accounted for at fair value in Onex’ unaudited interim consolidated financial statements.
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Industry
Segments

Companies

Onex’ &
Limited
Partners’
Economic
Ownership

Onex’
Economic/
Voting
Ownership

99%

24%/99%

96%

24%/100%

93%

23%/93%

56%

14%/50%(b)

82%

18%/82%

Other
Businesses
(cont’d)
• Business
Services/
Tradeshows

Emerald Expositions, LLC, a leading operator of business-to-business tradeshows
in the United States (website: www.emeraldexpositions.com).

• Plastics
Processing
Equipment

KraussMaffei Group GmbH, a leading manufacturer of plastic and rubber processing
equipment (website: www.kraussmaffeigroup.com).

• Business
Services/
Packaging

SGS International, Inc., a global leader in design-to-print graphic services to the
consumer products packaging industry (website: www.sgsintl.com).

• I ndustrial

Tomkins Limited(b), a global manufacturer of belts and hoses for the industrial
and automotive markets (website: www.tomkins.co.uk).

Products

Total Onex, Onex Partners III and Onex management investment
at original cost: $490 million
Onex portion: $119 million
Onex Partners III portion subject to a carried interest: $345 million

Total Onex, Onex Partners III and Onex management investment
at original cost: $366 million(a)
Onex portion: $92 million(a)
Onex Partners III portion subject to a carried interest: $257 million(a)

Total Onex, Onex Partners III and Onex management investment
at original cost: $260 million
Onex portion: $66 million
Onex Partners III portion subject to a carried interest: $183 million

Total Onex, Onex Partners III, certain limited partners, Onex management and others
investment at original cost: $1,219 million
Onex portion at cost: $315 million
Onex Partners III and others portion subject to a carried interest: $688 million
• Gaming

Tropicana Las Vegas, Inc., a casino resort with 1,467 rooms, situated on 35 acres
and located directly on the Las Vegas strip (website: www.troplv.com).
Total Onex, Onex Partners III and Onex management investment
at original cost: $319 million
Onex portion: $70 million
Onex Partners III portion subject to a carried interest: $225 million

(a) The investments in KraussMaffei were made in euros and converted to U.S. dollars using the prevailing exchange rate on the date of the investments.
(b) O
 nex has certain contractual rights and protections, including the right to appoint members to the board of directors, in respect of this entity,
which is accounted for at fair value in Onex’ unaudited interim consolidated financial statements.
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Industry
Segments

Companies

Onex’ &
Limited
Partners’
Economic
Ownership

Onex’
Economic/
Voting
Ownership

91%

29%/100%

100%

46%(b)/100%

100%

29%/100%

88%

88%/100%

70%(c)

70%(c)/50%(c)

Other
Businesses
(cont’d)
• Insurance
Provider
(Discontinued
Operation)

The Warranty Group, Inc.(a), one of the world’s largest providers of extended
warranty contracts (website: www.thewarrantygroup.com).
Total Onex, Onex Partners I, Onex Partners II and Onex management investment
at original cost: $498 million
Onex portion: $157 million
Onex Partners I portion subject to a carried interest: $181 million
Onex Partners II portion subject to a carried interest: $140 million

ONCAP, private equity funds focused on acquiring and building the value of
• Mid-Market
Opportunities mid-market companies based in North America (website: www.oncap.com).
ONCAP II
ONCAP II actively manages investments in EnGlobe, Mister Car Wash, CiCi’s Pizza,
Pinnacle Renewable Energy Group and PURE Canadian Gaming.
Total ONCAP II, Onex, Onex management and ONCAP management unrealized
investments at original cost: $315 million (C$332 million)
Onex portion: $145 million (C$152 million)
ONCAP II portion: $143 million (C$151 million)
ONCAP III
ONCAP III actively manages investments in Hopkins, PURE Canadian Gaming,
Davis-Standard and Bradshaw.
Total ONCAP III, Onex, Onex management and ONCAP management unrealized
investments at original cost: $253 million (C$253 million)
Onex portion: $74 million (C$74 million)
ONCAP III portion: $154 million (C$155 million)

• Real Estate

Onex Real Estate Partners, a platform dedicated to acquiring and improving
real estate assets in North America.
Onex’ remaining investment in Onex Real Estate Partners transactions
at cost: $289 million

• Credit
Strategies

Onex Credit Partners specializes in managing credit-related investments, including
event-driven, long/short and market dislocation strategies.
Onex investment in Onex Credit Partners at market: $633 million, of which $345 million
is invested in a segregated Onex Credit Partners unleveraged senior secured
loan portfolio that purchases assets with greater liquidity, $131 million is invested
in other Onex Credit Partners Funds and $157 million is invested in collateralized
loan obligations.

(a) I n March 2014, Onex entered into an agreement to sell The Warranty Group. As a result of this pending sale, the operations of The Warranty Group
are presented in the other segment as discontinued in Onex’ unaudited interim consolidated financial statements.
(b) This represents Onex’ blended economic ownership in the ONCAP II investments.
(c) This represents Onex’ share of the Onex Credit Partners asset management platform.
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FINANCIAL REVIEW
This section discusses the significant changes in Onex’ unaudited interim consolidated statements
of earnings and unaudited interim consolidated statements of cash flows for the three months ended
March 31, 2014 compared to those for the period ended March 31, 2013 and compares Onex’ financial
condition at March 31, 2014 to that at December 31, 2013.   
C O N S O L I D AT E D O P E R AT I N G R E S U LT S
This section should be read in conjunction with Onex’
unaudited interim consolidated statements of earnings for
the three months ended March 31, 2014 and 2013, the corresponding notes thereto and the December 31, 2013 audited
annual consolidated financial statements.

Signiﬁcant accounting estimates and judgements
Onex prepares its unaudited interim consolidated financial statements in accordance with IFRS. The preparation
of the interim MD&A and unaudited interim consolidated
financial statements in conformity with IFRS requires management to make judgements, assumptions and estimates
that affect the reported amounts of assets and liabilities,
disclosures of contingent assets and liabilities and the
reported amounts of revenues and expenses for the periods of the unaudited interim consolidated financial statements. Onex and its operating companies evaluate their
estimates and assumptions on an ongoing basis and any
revisions are recognized in the affected periods. Included
in Onex’ unaudited interim consolidated financial statements are estimates used in determining the allowance for
doubtful accounts, inventory valuation, deferred tax assets
and liabilities, intangible assets and goodwill, useful lives of
property, plant and equipment and intangible assets, recoverability of development costs associated with new product
programs, revenue recognition under contract accounting,
income taxes, the fair value of investments in joint ventures
and associates, the fair value of Limited Partners’ Interests,
stock-based compensation, pension and post-employment
benefits, losses and loss adjustment expenses reserves, warranty provisions, restructuring provisions, legal contingencies and other matters. Actual results could differ materially
from those assumptions and estimates.
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Signiﬁcant judgements are used in the determination of fair value for business combinations, Limited
Partners’ Interests, carried interest and investments in joint
ventures and associates. Onex has used signiﬁcant judgements when determining control of structured entities.
The assessment of goodwill, intangible assets and longlived assets for impairment, the determination of contract
accounting, income taxes, legal contingencies and actuarial
valuations of pension and other post-retirement benefits
also require the use of signiﬁcant judgements by Onex and
its operating companies.

Changes in accounting policies
Effective January 1, 2014, Onex has adopted the following
new and revised standards, along with any consequential
amendments. These changes were made in accordance
with the applicable transitional provisions.
Investment Entity Amendments
In October 2012, the International Accounting Standards
Board (“IASB”) issued amendments to IFRS 10, Consolidated
Financial Statements, IFRS 12, Disclosure of Interests in
Other Entities, and IAS 27, Separate Financial Statements,
to include an exception to the consolidation requirements
for investment entities as deﬁned in the amendments
issued by the IASB. Onex determined that the adoption of
these amendments on January 1, 2014 did not result in any
change in the consolidation status of any of its subsidiaries
and investees.
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Levies
In May 2013, the IASB issued Interpretation 21, Levies
(“IFRIC 21”), which provides guidance on accounting for
levies in accordance with IAS 37, Provisions. The interpretation defines a levy as an outflow from an entity imposed by a
government in accordance with legislation. IFRIC 21 clariﬁes
that a levy is recognized as a liability when the obligating
event that triggers payment, as specified in the legislation,
has occurred. Onex adopted IFRIC 21 on January 1, 2014 and
the effects on the unaudited interim consolidated financial
statements were not significant.

Recent Accounting Pronouncements
Financial Instruments
In November 2009, the IASB issued IFRS 9, Financial Instruments, the first phase of a replacement for existing standard
IAS 39, Financial Instruments: Recognition and Measurement. This standard introduces new requirements for the
classiﬁcation and measurement of ﬁnancial assets and
removes the need to separately account for certain embedded derivatives. In December 2013, the IASB issued updates
to IFRS 9 to incorporate new hedge accounting requirements
that increase the scope of items that can qualify as a hedged
item and change the requirements of hedge effectiveness testing that must be met to use hedge accounting. The effective
date for IFRS 9 has been deferred by the IASB. Onex is currently evaluating the impact of adopting this standard on its
unaudited interim consolidated financial statements.

Variability of results
Onex’ unaudited interim consolidated operating results
may vary substantially from quarter to quarter and year
to year for a number of reasons, including some of the following: the current economic environment; acquisitions or
dispositions of businesses by Onex, the parent company;
the change in value of stock-based compensation for both
the parent company and its operating companies; changes
in the market value of Onex’ publicly traded operating
businesses; changes in the fair value of Onex’ privately held
operating businesses; changes in tax legislation or in the
application of tax legislation; and activities at Onex’ operating companies. These activities may include the purchase
or sale of businesses; fluctuations in customer demand,
materials and employee-related costs; changes in the mix
of products and services produced or delivered; changes in
the financing of the business; changes in contract accounting estimates; impairments of goodwill, intangible assets or
long-lived assets; litigation; charges to restructure operations; and natural disasters. Given the diversity of Onex’
operating businesses, the associated exposures, risks and
contingencies may be many, varied and material.

Signiﬁcant transactions
The presentation of the transactions in this section is in
chronological order by investment.
Emerald Expositions’ acquisition of
George Little Management, LLC
In January 2014, Emerald Expositions completed the
acquisition of George Little Management, LLC (“GLM”)
for cash consideration of $332 million. GLM is an operator of business-to-business tradeshows in the United
States. Onex believes the acquisition of GLM is consistent
with its investment thesis for Emerald Expositions: to grow
the business through accretive add-on acquisitions of
smaller exhibition businesses in existing and adjacent end
markets. In conjunction with this acquisition, the Onex
Partners III Group invested an additional $140 million in
Emerald Expositions, of which Onex’ share was $34 million.
The balance of the purchase price and transaction costs was
funded by Emerald Expositions through an increase to its
credit facility.
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Sale of shares of Allison Transmission
In February 2014, Allison Transmission completed a secondary offering to the public of 25.32 million shares of
common stock and repurchased 3.43 million shares of
common stock. Onex and its investment partner, The
Carlyle Group, sold a total of 28.75 million shares of common stock in this transaction. The secondary offering
included the full exercise of the over-allotment option.
As part of the offering and share repurchase, the Onex
Partners II Group sold 14.4 million shares of common
stock. The offering was priced at $29.17 per share compared to Onex’ cash cost per share of $8.44. The Onex
Partners II Group received net proceeds of $419 million for
its 14.4 million shares of common stock. Onex’ portion of
the net proceeds was $141 million, including carried interest. Onex’ investment in Allison Transmission is recorded
at fair value in the unaudited interim consolidated balance sheets, with changes in fair value recognized in the
unaudited interim consolidated statements of earnings.
The realized gain on the secondary offering and share
repurchase totalled $298 million, of which Onex’ share
was $93 million. Amounts received related to the carried
interest totalled $26 million, of which Onex’ portion was
$11 million and management’s portion was $15 million. No
amounts were paid on account of this transaction related
to the MIP as the required performance targets had not
been met at that time.
In April 2014, Allison Transmission completed
a secondary offering to the public of 25.0 million shares
of common stock. As part of the offering and share repurchase, the Onex Partners II Group sold 12.5 million shares of
common stock. The offering was priced at $29.78 per share
compared to Onex’ cash cost per share of $8.44. The Onex
Partners II Group received net proceeds of $372 million for
its 12.5 million shares of common stock. Onex’ portion of
the net proceeds was $125 million, including carried interest. Amounts received related to the carried interest totalled
$24 million, of which Onex’ portion was $10 million and
management’s portion was $14 million. No amounts were
paid on account of this transaction related to the MIP as the
required performance targets had not been met at that time.
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After completion of the February and April 2014
secondary offerings and share repurchase by Allison Trans
mission, the Onex Partners II Group continues to own
22.8 million shares of common stock, or approximately
13 percent in the aggregate, of Allison Transmission’s
outstanding common stock. The Onex Partners II Group
will continue to have signiﬁcant influence over Allison
Transmission and record its investment at fair value
through earnings.
Sale of shares of Spirit AeroSystems
In March 2014, Spirit AeroSystems completed a secondary offering of approximately 6.2 million shares priced
at $28.52 per share. The sale price per share was a multiple of 8.6 times Onex’ original cost per share in Spirit
AeroSystems. The Onex Partners I Group sold 6.0 million
shares in this offering for net cash proceeds of $171 million.
Onex, the parent company, sold approximately 1.6 million of
the shares in this offering for net proceeds of $52 million,
including carried interest and after the reduction for the
amounts paid on account of the MIP. Spirit AeroSystems
did not issue any new shares as part of this offering.
Amounts received related to the carried interest totalled
$16 million, of which Onex’ portion was $6 million and
Onex management’s portion was $10 million. Under the
terms of the MIP, management of Onex participates in
Onex’ realized gains from operating business investments
once certain investment return hurdles have been met.
Management of Onex earned $4 million on account of this
transaction related to the MIP.
The Onex Partners I Group continues to hold
approximately 16 million shares of Spirit AeroSystems’
common stock, which represents an 11 percent ownership interest, and continues to retain voting control of the
company. Since this transaction did not result in a loss of
voting control of Spirit AeroSystems, it has been recorded
in the unaudited interim consolidated ﬁnancial statements as a transfer of equity to non-controlling interests, with the net cash proceeds received in excess of
the historical accounting carrying value of $102 million being recorded directly to retained earnings. Of the
net $102 million recorded directly to retained earnings,
$30 million represents Onex’ share, excluding the impact of
the limited partners.
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Investment in common stock of JELD-WEN
In March 2014, the Onex Partners III Group invested $66 million to acquire common stock of JELD-WEN from existing
shareholders unrelated to Onex. Onex’ share of that investment was $16 million. JELD-WEN did not receive any proceeds from the investment and the total number of shares
of common stock outstanding did not change as a result of
this transaction. The transaction is recorded as a transfer of
equity from the non-controlling interests within the unaudited interim consolidated statements of equity. The excess
of the carrying value of the transfer of equity over the investment was recorded as an increase directly to retained earnings. As a result of this transaction, the Onex Partners III
Group’s as-converted economic interest in JELD-WEN was
increased to 79 percent, of which Onex’ as-converted economic ownership is 20 percent.
The Warranty Group pending sale
In March 2014, the Company entered into an agreement to
sell The Warranty Group for an enterprise value of approximately $1.5 billion. Upon completion of the sale, the Onex
Partners I and Onex Partners II Groups will receive net
proceeds of approximately $1.1 billion. Onex’ portion will
be approximately $385 million, including estimated carried interest of $50 million and after the reduction for the
estimated amounts on account of the MIP. The ultimate
amount of carried interest realized by Onex will depend on
the actual sale proceeds received and the timing of the close.
The transaction is expected to close during the third quarter of 2014 and is subject to customary closing conditions
and regulatory approvals. As a result of this pending sale,
the operations of The Warranty Group are now presented as
discontinued in the unaudited interim consolidated statements of earnings and cash flows and prior periods have
been restated to report the results of The Warranty Group as
discontinued on a comparative basis.

Pending sale of the Gates division of Tomkins
In April 2014, Onex, together with CPPIB, entered into an
agreement to sell Gates, Tomkins’ principal remaining business, for an enterprise value of approximately $5.4 billion.
Proceeds from the sale to the Onex Partners III Group will
be approximately $2.0 billion. Onex’ share of the proceeds
will be approximately $550 million, including estimated carried interest of $55 million and after the reduction for the
estimated amounts on account of the MIP. The ultimate
amount of carried interest realized by Onex will depend
on the actual sale proceeds received and the timing of the
close. Onex’ investment in Tomkins is recorded at fair value
in the unaudited interim consolidated balance sheets, with
changes in fair value recognized in the unaudited interim
consolidated statements of earnings. The sale is expected to
close during 2014 and is subject to customary closing conditions and regulatory approvals.
ResCare distribution
In April 2014, ResCare entered into a new $650 million senior
secured credit facility, which is available through to April
2019. The senior secured credit facility consists of a $250 million revolving credit facility, a $200 million term loan and a
$200 million delayed draw term loan. The proceeds from
the new senior secured credit facility were used to repay
ResCare’s former senior secured credit facility, fund a
$130 million distribution to shareholders, pay fees and
expenses associated with the transaction and for other general corporate purposes. The Onex Partners I and Onex
Partners III Groups’ portion of the distribution to shareholders was $120 million, of which Onex’ portion was $25 million.
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consolidated statements of earnings and cash flows have
been restated to report the results of The Warranty Group
and TMS International Corp. (“TMS International”) as discontinued on a comparative basis.

The discussions that follow identify those material factors
that affected Onex’ operating segments and Onex’ unaudited interim consolidated results for the three months
ended March 31, 2014. We will review the major line items
to the unaudited interim consolidated financial statements
by segment. The operations of The Warranty Group for the
three months ended March 31, 2014 are presented as discontinued in the unaudited interim consolidated statements of
earnings and cash flows. In addition, the unaudited interim

Consolidated revenues and cost of sales
Consolidated revenues were $6.5 billion in the ﬁrst quarter of 2014, up 3 percent from $6.3 billion in the same
quarter of 2013. Consolidated cost of sales was $5.0 billion
in the three months ended March 31, 2014, an increase
of 1 percent from $4.9 billion in the three months ended
March 31, 2013.

Table 1 below reports revenues and cost of sales by industry segment for the three months ended March 31, 2014 and 2013.
The percentage change in revenues and cost of sales for those periods is also shown.

Revenues and Cost of Sales by Industry Segment for the Three-Month Period Ended March 31
TABLE 1

Revenues

(Unaudited) ($ millions)

Three months ended March 31

2014

2013

Cost of Sales
Change

2014

2013

Change

$ 1,312

$ 1,372

(4)%

$ 1,205

$ 1,268

(5)%

Aerostructures

1,729

1,442

20 %

1,449

1,239

17 %

Healthcare

1,147

1,155

(1)%

807

817

(1)%

Customer Care Services

351

365

(4)%

234

236

(1)%

Building Products

765

770

(1)%

646

649

–

Insurance Brokerage(a)

203

180

13 %

–

–

n/a

1,018

1,041

(2)%

635

715

(11)%

$ 6,525

$ 6,325

3%

$ 4,976

$ 4,924

1%

Electronics Manufacturing Services

Other (b)
Total

Results are reported in accordance with IFRS. These results may differ from those reported by the individual operating companies.  
(a) The insurance brokerage segment, consisting of USI, was previously included within other. USI reports its costs in operating expenses.
(b) 2014 other includes Flushing Town Center, Tropicana Las Vegas, SGS International, KraussMaffei, Meridian Aviation, Emerald Expositions, the operating companies
of ONCAP II and ONCAP III and the parent company. 2013 other includes Flushing Town Center, Tropicana Las Vegas, SGS International, KraussMaffei, the operating
companies of ONCAP II (BSN SPORTS up to June 2013 and Caliber Collision up to November 2013) and ONCAP III and the parent company.

Electronics Manufacturing Services
Celestica Inc. (“Celestica”) delivers innovative supply chain
solutions globally to customers in the communications
(comprised of enterprise communications and telecommunications), consumer, diversified (comprised of industrial,
aerospace and defence, healthcare, solar, green technology, semiconductor equipment and other) and enterprise
computing (comprised of servers and storage) end markets.
These solutions include design and development, engineer-
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ing services, supply chain management, new product introductions, component sourcing, electronics manufacturing,
assembly and test, complex mechanical assembly, systems
integration, precision machining, order fulfillment, logistics
and aftermarket repair and return services.
During the three months ended March 31, 2014,
Celestica reported a 4 percent, or $60 million, decrease in
revenues to $1.3 billion. The decrease in revenues was due
primarily to a 43 percent decrease in the server end market,
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driven by the insourcing of a server program by an existing
customer and overall demand weakness in the end market. In addition, Celestica reported decreases in revenues
in its communications and consumer end markets due
primarily to program transitions. The decrease in communications revenue was also impacted by weaker customer
demand that more than offset revenue generated from new
program wins. These decreases were partially offset by an
increase in revenues in Celestica’s diversified and storage
end markets due primarily to new program wins.
Cost of sales decreased 5 percent, or $63 million,
for the first quarter of 2014 while gross profit increased
3 percent, or $3 million, from the same quarter of 2013.
Despite the revenue decrease during the first quarter of 2014,
gross profit increased due primarily to improved program
mix and a continued focus on product cost containment.

production volume driven by customer delivery schedules
and production rates. The increase in revenues was partially offset by a decrease in non-recurring revenues compared to the first quarter of 2013. Approximately 94 percent
of revenues recorded during the first quarter of 2014 were
from Boeing and Airbus.
Cost of sales increased 17 percent, or $210 million,
to $1.4 billion for the first quarter of 2014 compared to the
same period last year. Cost of sales increased compared to
the same period last year due primarily to the increases in
production volume. Cost of sales as a percentage of revenues was 84 percent in the first quarter of 2014 compared
to 86 percent during the same quarter of 2013. The decrease
in cost of sales as a percentage of revenues was due primarily to higher forward-loss charges recognized during
the three months ended March 31, 2013 compared to the
current quarter.

Aerostructures
Healthcare

Spirit AeroSystems is an aircraft parts designer and manufacturer of commercial aerostructures. Aerostructures are
structural components, such as fuselages, propulsion systems and wing systems, for commercial, military and business jet aircraft. The company’s revenues are substantially
derived from long-term volume-based pricing contracts,
primarily with The Boeing Company (“Boeing”) and Airbus
Group (“Airbus”).
Spirit AeroSystems reported revenues of $1.7 billion for the three months ended March 31, 2014, up 20 percent, or $287 million, compared to the same period last
year. The increase in revenues was due primarily to higher

The healthcare segment revenues and cost of sales consist
of the operations of Skilled Healthcare Group, Inc. (“Skilled
Healthcare Group”), Carestream Health, Inc. (“Carestream
Health”) and ResCare.
During the first quarter of 2014, the healthcare
segment reported a 1 percent, or $8 million, decrease
in consolidated revenues compared to last year. Cost of
sales decreased 1 percent, or $10 million, for the three
months ended March 31, 2014 compared to the same
quarter last year.

Table 2 provides revenues and cost of sales by operating company in the healthcare segment for the three months ended
March 31, 2014 and 2013. The percentage change in revenues and cost of sales for those periods is also shown.

Healthcare Revenues and Cost of Sales for the Three-Month Period Ended March 31
TABLE 2

Revenues

(Unaudited) ($ millions)

2014

Three months ended March 31

Carestream Health

$

519

$

Cost of Sales

2013

Change

2014

2013

Change

547

(5)%

$ 306

$ 332

(8)%

ResCare

421

389

8%

316

293

8%

Skilled Healthcare Group

207

219

(5)%

185

192

(4)%

$ 1,147

$ 1,155

(1)%

$ 807

$ 817

(1)%

Total

Results are reported in accordance with IFRS. These results may differ from those reported by the individual operating companies.  
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Carestream Health
Carestream Health provides products and services for the
capture, processing, viewing, sharing, printing and storing
of images and information for medical and dental applications. The company also has a non-destructive testing business, which sells x-ray film and digital radiology products
to the non-destructive testing market. Carestream Health
sells digital products, including computed radiography and
digital radiography equipment, picture archiving and communication systems, information management solutions,
dental practice management software and services, as
well as traditional medical products, including x-ray film,
printers and media, equipment, chemistry and services.
Carestream Health has three reportable segments: Medical
Film, Medical Digital and Dental.
Carestream Health reported revenues of $519 million during the first quarter of 2014, down 5 percent, or
$28 million, from $547 million during the same period of
2013. Excluding the $9 million impact of unfavourable foreign exchange translation on Carestream Health’s non-U.S.
revenues, Carestream Health reported a decrease in revenues of $19 million. The decrease in revenues was due primarily to lower volume in the x-ray film, dental traditional
and non-destructive testing businesses as the medical
imaging market continues to transition from film to digital
products. Lower volume and prices in the computed radiography business also contributed to the decrease. Partially
offsetting the decrease in revenues was revenue growth in
the contract manufacturing business driven by volume.
Cost of sales at $306 million decreased $26 million
during the first quarter of 2014 compared to the same period
last year. Cost of sales decreased due primarily to lower costs
for silver, which is a major component in the production
of film. Gross profit for the first quarter of 2014 decreased
slightly to $213 million from $215 million for the same period
in 2013 due primarily to lower volume in the traditional film
and dental digital businesses. The lower volumes were partially offset by lower commodity and manufacturing costs
and higher volume of digital products sold.
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ResCare
ResCare has five reportable segments: Residential Services,
ResCare HomeCare, Education and Training Services, Work
force Services and Pharmacy Services. Residential Services
includes the provision of services to individuals with developmental or other disabilities in community home settings. ResCare HomeCare provides periodic in-home care
services to the elderly, as well as persons with disabilities.
Education and Training Services consists primarily of Job
Corps centres, alternative education and charter schools.
Workforce Services is comprised of domestic job training and placement programs that assist welfare recipients
and disadvantaged job seekers in finding employment and
improving their career prospects. Pharmacy Services is a
limited, closed-door pharmacy focused on serving individuals with cognitive, intellectual and developmental disabilities. ResCare provides services to some 60,000 persons daily.
During the three months ended March 31, 2014,
ResCare reported revenues of $421 million, an increase of
$32 million, or 8 percent, compared to the same period in
2013. The increase in revenues was due primarily to acquisitions and organic growth in the Residential Services,
ResCare HomeCare and Pharmacy Services segments.
Cost of sales had a similar increase of 8 percent, or
$23 million, to $316 million due primarily to the increase in
revenues during the first three months of 2014.
Skilled Healthcare Group
Skilled Healthcare Group has three reportable segments:
long-term care services, therapy services and hospice
and home health services. Long-term care services include
the operation of skilled nursing and assisted living facilities. Therapy services include the company’s rehabilitation services.
Revenues reported by Skilled Healthcare Group
for the first three months of 2014 decreased 5 percent, or
$12 million, to $207 million compared to the same quarter
last year. The decrease in revenues during the first quarter
of 2014 was due primarily to a net decrease in the number of
third-party facilities operating in the therapy services segment, a decline in hospice census and the disposal of two
long-term care skilled nursing facilities in December 2013.
Cost of sales at $185 million decreased 4 percent,
or $7 million, during the first quarter of 2014 compared to
the same period last year. The decrease in cost of sales was
driven primarily by the decrease in revenues reported during the quarter.
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Customer Care Services
SITEL Worldwide Corporation (“Sitel Worldwide”) is a diversified provider of customer care outsourcing services. The
company offers its clients a wide array of services, including
customer service, technical support, back office support,
and customer acquisition, retention and revenue generation services. The majority of Sitel Worldwide’s customer
care services are inbound telephonic services; however, the
company provides services through other communication
channels including social media, online chat, email and
interactive voice response. Sitel Worldwide serves a broad
range of industry end markets, including technology, financial services, wireless, retail and consumer products, telecommunications, media and entertainment, energy and
utilities, internet service providers, travel and transportation, insurance, healthcare and government. Sitel World
wide’s operating results are affected by the demand for the
products of its customers.
Sitel Worldwide reported revenues of $351 million during the first quarter of 2014, a decrease of $14 million, or 4 percent, compared to the same period in 2013.
The decrease in revenues was due primarily to attrition
of customers over the course of the year. Cost of sales at
$234 million decreased $2 million, or 1 percent, in the first
quarter of 2014 compared to the first quarter of 2013 due to
lower revenues and a change in the geographic mix.

Building Products
JELD-WEN is a manufacturer of interior and exterior doors,
windows and related products for use primarily in the residential and light commercial new construction and remodelling markets. The company’s revenues follow seasonal
new construction and repair and remodelling industry patterns. JELD-WEN manages its business through three geographic segments: North America, Europe, and Australia
and Asia.
For the three months ended March 31, 2014, JELDWEN reported revenues of $765 million, a decrease of
$5 million, or 1 percent, compared to the same period
of 2013. The decrease in revenues was attributable to a
decrease in revenues in the North American segment
due primarily to inclement weather experienced in the
Northeastern and Midwestern United States for most of the
quarter and a decrease in revenues in the Australia and Asia
segment due to unfavourable foreign exchange translation.
Partially offsetting the revenue decrease was an increase in
revenues from the European segment.

Cost of sales was $646 million for the three months
ended March 31, 2014, a decrease of $3 million compared to
the same three-month period in 2013. The decrease in cost
of sales was driven by the decrease in revenues. Lower revenues resulted in a slight decline of gross proﬁt to $119 million in the ﬁrst quarter of 2014 compared to $121 million for
the same period last year.

Insurance Brokerage
USI is a leading provider of insurance brokerage services.
USI’s revenues consist of commissions paid by insurance
companies and fees paid directly by the company’s clients
on the placement of property and casualty and individual
and group health, life and disability insurance. USI also
receives contingent and supplemental commissions paid
by insurance carriers based on the overall profit and/or volume of business placed with an insurer. USI has two reportable segments: Retail and Specialty.
During the three months ended March 31, 2014, USI
reported revenues of $203 million, an increase of 13 percent,
or $23 million, from the same period in 2013. The increase
in revenues during the first quarter of 2014 was due primarily to organic growth and acquisitions. In addition, the
accounting treatment of contingent commission revenues
on the Onex Partners III Group’s late December 2012 acquisition of USI resulted in the recognition of lower contingent
commission revenues during the first quarter of 2013 compared to the current quarter. USI records its costs in operating expenses.

Other Businesses
The other businesses segment primarily consists of the revenues and cost of sales of the ONCAP companies – EnGlobe
Corp. (“EnGlobe”), Mister Car Wash, CiCi’s Pizza, Pinnacle
Pellet, Inc. (“Pinnacle Renewable Energy Group”), PURE
Canadian Gaming Corp. (“PURE Canadian Gaming”),
Hopkins Manufacturing Corporation (“Hopkins”), DavisStandard Holdings, Inc. (“Davis-Standard”), Bradshaw
International, Inc. (“Bradshaw”), BSN SPORTS, Inc. (“BSN
SPORTS”) (up to June 2013) and Caliber Collision Centers
(“Caliber Collision”) (up to November 2013) – Emerald
Expositions (since June 2013), KraussMaffei Group GmbH
(“KraussMaffei”), SGS International, Inc. (“SGS Interna
tional”), Tropicana Las Vegas, Inc. (“Tropicana Las Vegas”),
Flushing Town Center, Meridian Aviation Partners Limited
(“Meridian Aviation”) and the parent company.
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BSN SPORTS was sold in June 2013 and Caliber Collision was sold in November 2013. These businesses did not represent
separate major lines of business and, as a result, have not been presented as discontinued operations.
Table 3 provides revenues and cost of sales by operating company in the other businesses segment for the three months
ended March 31, 2014 and 2013. The percentage change in revenues and cost of sales in those periods is also shown.

Other Businesses Revenues and Cost of Sales for the Three-Month Period Ended March 31
TABLE 3

Revenues

(Unaudited) ($ millions)

2014

Three months ended March 31

394

2013

Change

2014

2013

Change

(33)%

565

(30)%

$ 247

$ 366

Emerald Expositions(b)

102

–

n/a

36

–

n/a

KraussMaffei

351

308

14 %

261

253

3%

SGS International

11 %

ONCAP companies(a)

$

Cost of Sales

$

121

111

9%

78

70

Tropicana Las Vegas

27

21

29 %

2

2

–

Other(c)

23

36

(36)%

11

24

(54)%

$ 1,018

$ 1,041

(2)%

$ 635

$ 715

(11)%

Total

Results are reported in accordance with IFRS. These results may differ from those reported by the individual operating companies.  
(a) 2014 ONCAP companies include EnGlobe, Mister Car Wash, CiCi’s Pizza, Pinnacle Renewable Energy Group, PURE Canadian Gaming, Hopkins, Davis-Standard and Bradshaw.
2013 ONCAP companies include EnGlobe, Mister Car Wash, CiCi’s Pizza, Pinnacle Renewable Energy Group, PURE Canadian Gaming, Hopkins, Davis-Standard, Bradshaw,
Caliber Collision (up to November 2013) and BSN SPORTS (up to June 2013).
(b) There are no comparative results for Emerald Expositions for the first quarter of 2013. Emerald Expositions began to be consolidated in June 2013, when the business was
acquired by the Onex Partners III Group.
(c) 2014 other includes Flushing Town Center, Meridian Aviation and the parent company. 2013 other includes Flushing Town Center and the parent company.

ONCAP companies
The ONCAP companies reported a 30 percent, or $171 million, decrease in revenues for the three months ended
March 31, 2014 compared to the same period in 2013. Cost
of sales contributed by the ONCAP companies was down
33 percent, or $119 million, for the first quarter of 2014. The
decrease in revenues and cost of sales was due primarily to
the ONCAP II Group’s sales of BSN SPORTS in June 2013 and
Caliber Collision in November 2013.
Emerald Expositions
Emerald Expositions was acquired in June 2013 and is a
leading operator of large business-to-business tradeshows
in the United States across nine end markets. Emerald
Expositions has two principal sources of revenue: tradeshow revenue and revenue from print and digital publications and select conferences. Tradeshow revenue is
generated from selling exhibit space and sponsorship slots
to exhibitors on a per-square-footage basis.
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Emerald Expositions reported revenues and cost of
sales of $102 million and $36 million, respectively, for the three
months ended March 31, 2014. Since Emerald Expositions
was acquired by the Onex Partners III Group in June 2013,
there are no comparative results for the first quarter of 2013.
KraussMaffei
KraussMaffei provides highly engineered solutions and
machines for the production of plastic and rubber products. The company provides products and solutions in the
injection molding, extrusion technology and reaction process machinery segments and serves customers in a wide
range of industries. KraussMaffei’s revenues are derived
from the sale of machines and aftermarket services.
KraussMaffei’s functional currency is the euro.
The reported revenues and cost of sales of KraussMaffei in
U.S. dollars may not reflect the true nature of the operating results of the company due to the translation of those
amounts and the associated fluctuation of the euro and
U.S. dollar exchange rate. The discussion of KraussMaffei’s
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revenues and cost of sales is in euros in order to eliminate
the impact of foreign currency translation on revenues and
cost of sales.
Revenues reported by KraussMaffei for the first
three months of 2014 increased 9 percent, or €22 million, to
€256 million compared to €234 million in the same quarter
of last year. The increase in revenues was primarily attributable to improved sales with customers in the electronics and
automotive industries in the injection molding segment.
During the three months ended March 31, 2014,
cost of sales decreased slightly to €190 million from €192 million in the same period last year. The decrease in cost of sales
was due primarily to a more favourable sales mix.
SGS International
SGS International offers design-to-print graphic services
to the consumer products packaging industry, providing
digital solutions for the capture, management, execution
and distribution of graphics information. The majority of
the company’s service offerings result in the delivery of an
electronic image file, an engraved gravure cylinder or a
flexographic printing plate.
SGS International reported revenues of $121 million during the first quarter of 2014, an increase of $10 million, or 9 percent, from the same quarter of 2013. The
increase was driven primarily by increased sales volume
to large consumer packaged goods companies and organic
growth, as well as incremental sales generated from businesses acquired during 2013.
Cost of sales for the three months ended March 31,
2014 of $78 million was up 11 percent, or $8 million, from
the same period of 2013. The increase in cost of sales during
the first quarter of 2014 was driven by higher revenues, but
at slightly lower gross margins due to a shift in sales mix.
Tropicana Las Vegas
Tropicana Las Vegas is a casino resort with 1,467 rooms,
situated on 35 acres and located directly on the Las Vegas
Strip. Tropicana Las Vegas’ revenues increased 29 percent,
or $6 million, to $27 million for the three months ended
March 31, 2014, while cost of sales remained largely
unchanged from the same period in 2013 at $2 million.
Tropicana Las Vegas records most of its costs in operating
expenses. The increase in revenues during the ﬁrst quarter
of 2014 was due primarily to a higher hotel occupancy rate,
which drove increases in gaming, room and food and beverage revenue. In addition, an increase in the average daily
room rates also contributed to the increase in room revenue.

Interest expense of operating companies
New investments are structured with the acquired company having sufficient equity to enable it to self-finance
a significant portion of its acquisition cost with a prudent
amount of debt. The level of debt is commensurate with
the operating company’s available cash flow, including
consideration of funds required to pursue growth opportunities. It is the responsibility of the acquired operating
company to service its own debt obligations.
Consolidated interest expense was up $45 million, or 26 percent, to $220 million during the three months
ended March 31, 2014 from $175 million in the same quarter of 2013. The increase was due primarily to an increase
in interest expense recorded by Carestream Health due to
a higher outstanding debt balance related to its June 2013
reﬁnancing, the debt associated with Emerald Expositions,
which was acquired in June 2013, and the debt prepayment
charges recorded by Spirit AeroSystems on the company’s
March 2014 debt refinancing.

Increase in value of investments in
joint ventures and associates at fair value, net
Investments in joint ventures and associates are defined
under IFRS as those investments in operating businesses
over which Onex has joint control or significant influence,
but not control. Certain of these investments are designated, upon initial recognition, at fair value in the unaudited interim consolidated balance sheets. Both realized
and unrealized gains and losses are recognized in the unaudited interim consolidated statements of earnings as a result
of increases or decreases in the fair value of investments in
joint ventures and associates. The investments that Onex
determined to be investments in joint ventures or associates and thus recorded at fair value are Allison Transmission,
BBAM Limited Partnership (“BBAM”), RSI Home Products,
Inc. (“RSI”) (sold in February 2013), Tomkins and certain
Onex Real Estate investments.
During the three months ended March 31, 2014,
Onex recorded an increase in fair value of investments
in joint ventures and associates of $355 million (2013 –
$276 million). The increase was due primarily to (i) an
increase in the public share value of Allison Transmission,
including the February 2014 share repurchase and secondary offering values being above the value of the investment at December 2013; (ii) strong operating performance
at certain of the investments; and (iii) debt repayment by
some of the investments.
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Of the total fair value increase recorded during
the first quarter of 2014, $242 million (2013 – $189 million)
is attributable to the limited partners in the Onex Partners
Funds, which contributes to the Limited Partners’ Interests
charge discussed on page 27 of this interim MD&A. Onex’
share of the total fair value increase was $113 million (2013 –
$87 million).

Other items
Onex recorded a charge for other items in the first quarter
of 2014 of $72 million (2013 – $111 million). Table 5 provides a breakdown of and the change in other items for the
three months ended March 31, 2014 and 2013.

Other Items Expense (Income)
(Unaudited) ($ millions)

Stock-based compensation expense
Onex recorded a consolidated stock-based compensation
expense of $85 million during the first quarter of 2014 compared to an expense of $120 million in the same period of
2013. Onex, the parent company, represented $52 million
(2013 – $92 million) of the first quarter expense primarily related to its stock options and MIP equity interests.
In accordance with IFRS, the expense recorded on these
plans is determined based on the fair value of the liability
at the end of each reporting period. The fair value of the
Onex stock options and MIP equity interests is determined
using an option valuation model, with the stock options
primarily impacted by the change in the market value of
Onex’ shares and the MIP equity interests affected primarily by the change in the fair value of Onex’ investments.
The expense recorded by Onex, the parent company, on
its stock options during the first quarter of 2014 was due
primarily to the 7 percent increase in the market value of
Onex’ shares to C$61.38 at March 31, 2014 from C$57.35 at
December 31, 2013.
Table 4 details the change in stock-based compensation by
Onex operating companies and Onex, the parent company,
for the three months ended March 31, 2014 and 2013.

Three months
ended March 31

2014

2013

$ 9

$ 27

and other

22

13

9

Transaction costs

2

4

(2)

37

41

(4)

(4)

22

(26)

TABLE 5

Restructuring

Change

$ (18)

Transition, integration

Carried interest due to Onex
and ONCAP management
Change in fair value of
contingent consideration
Foreign exchange loss

5

16

(11)

Other

1

(12)

13

$ 72

Total

$ 111

$ (39)

Restructuring
Restructuring expenses are considered to be costs incurred
by the operating companies to realign organizational
structures or restructure manufacturing capacity to obtain
operating synergies critical to building the long-term value
of those businesses. Table 6 provides a breakdown of and
the change in restructuring expenses by operating company for the three months ended March 31, 2014 and 2013.

Restructuring Expenses
Stock-Based Compensation Expense

(Unaudited) ($ millions)

(Unaudited) ($ millions)

TABLE 4

Three months
ended March 31

TABLE 6

2014

2013

Change

Onex, the parent company,
stock options

$ 24

$ 69

$ (45)

Onex, the parent company,

JELD-WEN

$

2

Change

$

2

3

–

Carestream Health

1

9

(8)

USI

1

3

(2)

–

7

(7)

–

3

(3)

$ 9

$ 27

$ (18)

28

23

5

Onex operating companies

33

28

5

Other

$ 85

$ 120
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$ 4

2013

3

MIP equity interests

$ (35)

2014

Sitel Worldwide

Celestica

Total

Three months
ended March 31

Total
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Transition, integration and other
Transition, integration and other expenses are typically
to provide for the costs of transitioning the activities of an
operating company from a prior parent company upon
acquisition and to integrate new acquisitions at the operating companies.
Transaction costs
Transaction costs are incurred by Onex and its operating
companies to complete business acquisitions, and typically
include advisory, legal and other professional and consulting costs. Transaction costs for the three months ended
March 31, 2014 were primarily due to acquisitions completed by the operating companies.
Carried interest due to Onex and ONCAP management
The General Partners of the Onex Partners and ONCAP
Funds are entitled to a carried interest of 20 percent on the
realized gains of the limited partners in each Fund, as determined in accordance with the limited partnership agreements. Onex is allocated 40 percent of the carried interest
realized in the Onex Partners Funds. The Onex management
team is allocated 60 percent of the carried interest realized
in the Onex Partners Funds and the ONCAP management
team is entitled to that portion of the carried interest realized in the ONCAP Funds that equates to a 12 percent carried interest on both limited partners’ and Onex’ capital.
Onex’ share of the carried interest is recorded as an offset
in the Limited Partners’ Interests amount in the unaudited
interim consolidated statements of earnings.
The carried interest due to management of Onex
and ONCAP represents the share of the overall net gains
in each of the Onex Partners and ONCAP Funds attributable to the management of Onex and ONCAP. The carried
interest is estimated based on the current fair values of
the underlying investments in the Funds and the overall
net gains in each respective Fund determined in accordance with the limited partnership agreements. The ultimate amount of carried interest earned will be based on
the overall performance of each of Onex Partners I, II, III
and IV and ONCAP II and III, independently. During the
three months ended March 31, 2014, a charge of $37 million
(2013 – $41 million) was recorded in the unaudited interim

consolidated statements of earnings for an increase in
management’s share of the carried interest due primarily
to an increase in the fair value of certain of the private
and publicly traded investments in the Onex Partners and
ONCAP Funds.
Change in fair value of contingent consideration
During the three months ended March 31, 2014, Onex
recorded a net recovery of $4 million (2013 – net charge
of $22 million) in relation to the estimated change in fair
value of contingent consideration related to acquisitions
completed by Onex and its operating companies. The fair
value of contingent consideration liabilities is typically
based on the estimated future financial performance of the
acquired businesses. Financial targets used in the estimation process include certain defined financial targets and
realized internal rates of return. The total estimated fair
value of contingent consideration liabilities at March 31,
2014 was $192 million (December 31, 2013 – $200 million).
Other
For the three months ended March 31, 2014, Onex reported
consolidated other expense of $1 million (2013 – income of
$12 million). Other expense recorded during the first three
months of 2014 includes realized and unrealized gains on
investments in securities held by the operating companies,
income from equity-accounted investments and impairments of goodwill, intangible assets and long-lived assets.

Limited Partners’ Interests charge
The Limited Partners’ Interests charge in Onex’ unaudited
interim consolidated statements of earnings primarily
represents the change in the fair value of the underlying
investments in the Onex Partners and ONCAP Funds that
is allocated to the limited partners and recorded as Limited
Partners’ Interests liability in Onex’ unaudited interim consolidated balance sheets. The value of the limited partners’
capital in the Funds is affected primarily by the change in
the fair value of the underlying investments. The Limited
Partners’ Interests charge includes the fair value changes of
both consolidated operating companies and investments
in joint ventures and associates that are held in the Onex
Partners and ONCAP Funds.
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During the three months ended March 31, 2014,
Onex recorded a $250 million charge for Limited Partners’
Interests compared to a charge of $374 million in the first
quarter of 2013. The increase in the fair value of certain of
the private and publicly traded investments held in the
Onex Partners and ONCAP Funds contributed significantly
to the Limited Partners’ Interests charge recorded in the
first quarter of 2014.
The Limited Partners’ Interests charge is net of a
$58 million increase (2013 – $65 million) in carried interest for the three months ended March 31, 2014. Onex’
share of the carried interest increase for the first quarter
of 2014 was $22 million (2013 – $25 million). The amount
of carried interest that has been netted against the Limited
Partners’ Interests increased during the first quarter of 2014
due to the increase in the fair value of certain of the private and publicly traded investments in the Onex Partners
and ONCAP Funds. The ultimate amount of carried interest realized will be dependent upon the actual realizations
for each Fund in accordance with the limited partnership agreements.

Earnings (Loss) from Continuing Operations
by Industry Segment
(Unaudited) ($ millions)

TABLE 7

Three months ended March 31

2014

2013

Earnings (loss) from continuing operations:
Electronics Manufacturing Services

$ 37

$

10

Aerostructures

136

48

Healthcare

(17)

(24)

Customer Care Services

(17)

(12)

Building Products

(64)

(33)

Insurance Brokerage(a)

(10)

Other(b)
Earnings (Loss) from Continuing Operations

(20)

4

(278)

$ 69

$ (309)

(a) The insurance brokerage segment, consisting of USI, was previously included
within other.
(b) 2014 other includes the consolidated earnings of Tropicana Las Vegas,
SGS International, KraussMaffei, Meridian Aviation, Emerald Expositions, the
operating companies of ONCAP II and ONCAP III, Flushing Town Center, OCP
CLO-1 through OCP CLO-5 and the parent company. In addition, consolidated
earnings include the changes in fair value of Allison Transmission, BBAM,
Tomkins and certain Onex Real Estate investments. 2013 other includes the
consolidated earnings of Tropicana Las Vegas, SGS International, KraussMaffei,
Meridian Aviation, the operating companies of ONCAP II (BSN SPORTS sold

Earnings (loss) from continuing operations
Onex reported consolidated earnings from continuing operations of $69 million in the first quarter of 2014 compared
to a consolidated loss of $309 million in the same quarter
of 2013. Table 7 shows the earnings (loss) from continuing
operations by industry segment for the three months ended
March 31, 2014 and 2013.
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in June 2013 and Caliber Collision sold in November 2013) and ONCAP III,
Flushing Town Center, OCP CLO-1 through OCP CLO-3 and the parent company.
In addition, consolidated earnings include the changes in fair value of Allison
Transmission, BBAM, RSI (up to February 2013), Tomkins and certain Onex Real
Estate investments.
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The earnings from continuing operations in the other segment totalled $4 million during the first quarter of 2014
compared to a loss of $278 million during the same period
in 2013. Table 8 shows the major components of the earnings (loss) from continuing operations recorded in the other
segment for the quarters ended March 31, 2014 and 2013.
(Unaudited) ($ millions)

TABLE 8

Three months ended March 31

2014

2013

$ 250

$ 374

55

95

37

41

58

39

Loss (earnings) from continuing
operations – other:
Limited Partners’ Interests charge
Stock-based compensation expense
Unrealized carried interest due to Onex
and ONCAP management
Interest expense of operating companies
Increase in value of investments in

Earnings from discontinued operations for the three
months ended March 31, 2014 represent the operations of
The Warranty Group. Earnings from discontinued operations for the three months ended March 31, 2013 represent the operations of The Warranty Group and TMS
International. Onex recorded after-tax earnings from discontinued operations of $30 million ($0.24 per share) during the first quarter of 2014 compared to after-tax earnings
from discontinued operations of $38 million ($0.27 per
share) in the same quarter of 2013.
Table 10 presents revenue, expenses and net after-tax
results from discontinued operations for the three months
ended March 31, 2014 and 2013.

Discontinued Operations for the Three-Month Period

joint ventures and associates at
fair value, net

Earnings from discontinued operations

(355)
(49)

Other

(276)

Ended March 31, 2014

5

Loss (Earnings) from Continuing
Operations – Other

$

(4)

$ 278

TABLE 10

(Unaudited)
($ millions)
Three months ended
March 31, 2014

Revenues

Table 9 presents the earnings (loss) from continuing operations attributable to equity holders of Onex Corporation
and non-controlling interests for the three months ended
March 31, 2014 and 2013.

Earnings (Loss) from Continuing Operations
Three months ended March 31

2014

Non-controlling interests
Earnings (Loss) from Continuing Operations  

136
$ 69

$ 282

$–

$ 282

(242)

Earnings before income taxes
Provision for income taxes
Net earnings for the period

2013

$

–

(242)

40

–

40

(10)

–

(10)

30

$–

$ 30

Ended March 31, 2013
(Unaudited)
($ millions)
Three months ended
March 31, 2013

attributable to:
$ (67)

Total

Expenses

Earnings (loss) from continuing operations
Equity holders of Onex Corporation

TMS
International

Discontinued Operations for the Three-Month Period

(Unaudited) ($ millions)

TABLE 9

The
Warranty
Group

$ (339)
30
$ (309)

Revenues

The
Warranty
Group

TMS
International

Total

$ 297

$ 590

$ 887

Expenses
Earnings before income taxes

The non-controlling interests’ share of the earnings (loss)
from continuing operations represents the share of earnings (loss) of shareholders, other than Onex and its limited
partners in its Funds. For example, Spirit AeroSystems’
public shareholders’ share of the net earnings (loss) in the
business would be reported in the non-controlling interests line.

Provision for income taxes
Net earnings for the period

$

(251)

(576)

46

14

60

(17)

(5)

(22)

29

$    9

(827)

$

38
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The Warranty Group
In March 2014, the Company entered into an agreement to
sell The Warranty Group for an enterprise value of approximately $1.5 billion. The Onex Partners I and Onex Partners II Groups will receive net proceeds of approximately
$1.1 billion. Onex’ portion will be approximately $385 million, including estimated carried interest of $50 million and
after the reduction for the estimated amounts on account of
the MIP. The ultimate amount of carried interest realized by
Onex will depend on the actual sale proceeds received and
the timing of the close. The transaction is expected to close
during the third quarter of 2014 and is subject to customary closing conditions and regulatory approvals. As a result
of this pending sale, the operations of The Warranty Group
are now presented as discontinued in the unaudited interim
consolidated statements of earnings and cash flows and
prior periods have been restated to report the results of The
Warranty Group as discontinued on a comparative basis.

Table 11 shows the net earnings (loss) by industry segment
for the three months ended March 31, 2014 and 2013.

TMS International
In October 2013, the Onex Partners II Group completed
the sale of its remaining 23.4 million shares of TMS
International. The sale was part of an offer made for all
outstanding shares of TMS International. As a result of
the sale, the operations of TMS International have been
restated in the unaudited interim consolidated statements
of earnings and cash flows and reported as discontinued
for the quarter ended March 31, 2013.

(b) 2014 other includes the consolidated earnings of Tropicana Las Vegas,

Consolidated Net Earnings (Loss) by Industry Segment
(Unaudited) ($ millions)

TABLE 11

Three months ended March 31

2014

2013

Net earnings (loss):
Electronics Manufacturing Services

$ 37

$

10

Aerostructures

136

48

Healthcare

(17)

(24)

Customer Care Services

(17)

(12)

Building Products

(64)

(33)

Insurance Brokerage

(a)

Other(b)
Earnings from discontinued operations
Consolidated Net Earnings (Loss)

(10)

(20)

4

(278)

30

38

$ 99

$ (271)

(a) The insurance brokerage segment, consisting of USI, was previously included
within other.
SGS International, KraussMaffei, Meridian Aviation, Emerald Expositions,
the operating companies of ONCAP II and ONCAP III, Flushing Town Center,
OCP CLO-1 through OCP CLO-5 and the parent company. In addition,
other includes the changes in fair value of Allison Transmission, BBAM,
Tomkins and certain Onex Real Estate investments. 2013 other includes
the consolidated earnings of Tropicana Las Vegas, SGS International,
KraussMaffei, Meridian Aviation, the operating companies of ONCAP II
(BSN SPORTS sold in June 2013 and Caliber Collision sold in November 2013)
and ONCAP III, Flushing Town Center, OCP CLO-1 through OCP CLO-3 and
the parent company. In addition, other includes the changes in fair value of
Allison Transmission, BBAM, RSI (sold in February 2013), Tomkins and
certain Onex Real Estate investments.

Consolidated net earnings (loss)
Onex recorded consolidated net earnings of $99 million in the first quarter of 2014 compared to a consolidated net loss of $271 million in the same period of 2013.

Table 12 presents the net earnings (loss) attributable to
equity holders of Onex Corporation and non-controlling interests for the three months ended March 31, 2014
and 2013.

Net Earnings (Loss)
(Unaudited) ($ millions)

TABLE 12

Three months ended March 31

2014

2013

Net earnings (loss) attributable to:
Equity holders of Onex Corporation
Non-controlling interests
Net Earnings (Loss)
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$ (40)
139
$ 99

$ (308)
37
$ (271)
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Other comprehensive earnings (loss)

Table 13 presents the net earnings (loss) per subordinate
voting share of Onex Corporation.

Other comprehensive earnings (loss) represents the unrealized gains or losses, all net of income taxes, related to
certain available-for-sale securities, cash flow hedges,
remeasurements for post-employment benefit plans and
foreign exchange gains or losses on foreign self-sustaining
operations. During the three months ended March 31, 2014,
Onex reported an other comprehensive loss of $9 million
compared to a loss of $61 million in the same period last
year. The decrease in the other comprehensive loss was due
primarily to $15 million of unfavourable currency translation adjustments on foreign operations compared to
$55 million of unfavourable currency translation adjustments recorded in the ﬁrst quarter of 2013.

Net Earnings (Loss) per Subordinate Voting Share
(Unaudited) ($ per share)

TABLE 13

Three months ended March 31

2014

2013

Basic and Diluted:
Continuing operations
Discontinued operations

$ (0.60)

$ (2.98)

0.24

0.27

$ (0.36)

Net Loss

$ (2.71)

S U M M A R Y Q U A R T E R LY I N F O R M AT I O N
Table 14 summarizes Onex’ key consolidated financial information for the last eight quarters.
TABLE 14

2014

(Unaudited) ($ millions except per share amounts)

2013

2012

March

Dec.

Sept.

June

March

Dec.

Sept.

June

Revenues

$ 6,525

$ 6,701

$ 6,845

$ 6,770

$ 6,325

$ 6,069

$ 5,844

$ 6,022

Earnings (loss) from continuing operations

$

69

$ (486)

$

365

$ (756)

$ (309)

$ (114)

$

60

$ (212)

Net earnings (loss)

$

99

$ (223)

$

399

$ (718)

$ (271)

$

(83)

$

98

$ (172)

$

(40)

$

$

366

$ (612)

$ (308)

$ (158)

$

173

$ (201)

Net earnings (loss) attributable to
Equity holders of Onex Corporation
Non-controlling Interests
Net earnings (loss)

$

200

139

(423)

33

(106)

99

$ (223)

$

399

$ (718)

$ (271)

$

$ (0.55)

$ 2.98

$ (5.66)

$ (2.98)

$ (1.61)

37

75
(83)

(75)
$

29

98

$ (172)

$ 1.23

$ (2.03)

Earnings (loss) per Subordinate Voting Share
of Onex Corporation
Earnings (loss) from continuing operations
Earnings from discontinued operations
Net earnings (loss)

$ (0.60)
0.24
$ (0.36)

2.32

0.24

$ 1.77

$ 3.22

0.28
$ (5.38)

0.27
$ (2.71)

0.23
$ (1.38)

0.27
$ 1.50

0.28
$ (1.75)

Onex’ quarterly consolidated financial results do not follow any specific trends due to the acquisitions or dispositions of
businesses by Onex, the parent company, and varying business activities and cycles at Onex’ operating companies.
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C O N S O L I D AT E D F I N A N C I A L P O S I T I O N

Consolidated assets
Consolidated assets totalled $37.8 billion at March 31, 2014 compared to $36.9 billion at December 31, 2013. Onex’ consolidated assets at March 31, 2014 increased from December 31, 2013 due primarily to Emerald Expositions’ acquisition of GLM
and the inclusion of the investments held in the asset portfolio of OCP CLO-5, which closed in March 2014.

Asset Diversification by Industry Segment
CH A R T 1

(Unaudited) ($ millions)

ELECTRONICS
M A N U FA C T U R I N G
SERVICES

AEROSTRUCTURES

H E A LT H C A R E

CUSTOMER CARE
SERVICES

BUILDING
PRODUCTS

INSURANCE
B R O K E R A G E (a)

O T H E R (b)(c)

20,083
5,329

3,707
2,996

2,639

2,542
634

31 Mar ’14 31 Dec ’13

36,867

19,171

5,155

3,592

2,591

T O TA L

37,767

31 Mar ’14 31 Dec ’13

31 Mar ’14 31 Dec ’13

3,099

2,483

613

31 Mar ’14 31 Dec ’13

31 Mar ’14 31 Dec ’13

31 Mar ’14 31 Dec ’13

31 Mar ’14 31 Dec ’13

31 Mar ’14 31 Dec ’13

(a) The insurance brokerage segment, consisting of USI, was previously included within other.
(b) The assets of The Warranty Group are included in the other segment as The Warranty Group has been presented as a discontinued operation at March 31, 2014.
(c) March 2014 other includes the consolidated operations of Tropicana Las Vegas, SGS International, KraussMaffei, Meridian Aviation, Emerald Expositions, the operating
companies of ONCAP II and ONCAP III, Flushing Town Center, OCP CLO-1 through OCP CLO-5 and the parent company. In addition, other includes the investments in
Allison Transmission, BBAM, Tomkins and certain Onex Real Estate Partners investments at fair value. December 2013 other includes the consolidated operations of
Tropicana Las Vegas, SGS International, KraussMaffei, Meridian Aviation, Emerald Expositions, the operating companies of ONCAP II and ONCAP III, Flushing Town Center,
OCP CLO-1 through OCP CLO-4, the warehouse facility for OCP CLO-5 and the parent company. In addition, other includes the investments in Allison Transmission, BBAM,
Tomkins and certain Onex Real Estate Partners investments at fair value.

Consolidated long-term debt,
without recourse to Onex Corporation
It has been Onex’ policy to preserve a financially strong parent company that has funds available for new acquisitions
and to support the growth of its operating companies. This
policy means that all debt financing is within the operating companies and each company is required to support its
own debt without recourse to Onex Corporation or other
Onex operating companies.
The ﬁnancing arrangements of each operating
company typically contain certain restrictive covenants,
which may include limitations or prohibitions on additional indebtedness, payment of cash dividends, redemption of capital, capital spending, making of investments,
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and acquisitions and sales of assets. The financing arrangements may also require the redemption of indebtedness in
the event of a change of control of the operating company.
In addition, the operating companies that have outstanding debt must meet certain financial covenants. Changes
in business conditions relevant to an operating company,
including those resulting from changes in financial markets
and economic conditions generally, may result in non-compliance with certain covenants by that operating company.
Total consolidated long-term debt (consisting
of the current and long-term portions of long-term debt,
net of financing charges) was $12.4 billion at March 31,
2014 compared to $12.0 billion at December 31, 2013.
Consolidated long-term debt does not include the debt
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of operating businesses that are included in investments
in joint ventures and associates as the net investment in
those businesses is accounted for at fair value and not
consolidated.
Emerald Expositions
In January 2014, Emerald Expositions amended its credit
facility to increase its term loan by $200 million to $630 million to partially fund its acquisition of GLM. The addition
to the term loan continues to bear interest at LIBOR (subject to a floor of 1.25 percent) plus a margin of 4.25 percent
and requires quarterly repayments until maturity in June
2020. At March 31, 2014, the term loan with $626 million
outstanding was recorded net of the unamortized discount
of $10 million.
Spirit AeroSystems
In March 2014, Spirit AeroSystems tendered an offer to purchase any or all $300 million of the company’s outstanding 7.5 percent senior subordinated notes due in 2017.
Under the tender offer, the company purchased $227 million of its notes. In May 2014, the remaining notes of
$73 million were redeemed by the company.
In March 2014, Spirit AeroSystems completed an
offering of $300 million in aggregate principal amount of
5.25 percent senior unsecured notes due in 2022. Spirit
AeroSystems used the net proceeds from the offering, along
with cash on hand, to repurchase all $300 million of the
company’s outstanding 7.5 percent senior subordinated
notes due in 2017, to pay related fees and expenses and for
other general corporate purposes.
At March 31, 2014, $73 million and $300 million
of the 2017 senior subordinated notes and the 2022 senior
unsecured notes, respectively, were outstanding.
In March 2014, Spirit AeroSystems amended its
senior secured credit agreement to replace the existing
term loan of $540 million, which was scheduled to mature
in 2019, with a new $540 million senior secured term loan
maturing in 2020. The new senior secured term loan bears
interest at LIBOR (subject to a floor of 0.75 percent) plus a
margin of 2.5 percent. At March 31, 2014, the senior secured
term loan with $539 million outstanding was recorded net
of the unamortized discount of $1 million.
As a result of the above transactions, Spirit Aero
Systems recognized debt prepayment charges of $18 million in interest expense in the first quarter of 2014.

Onex Credit Partners CLO-5
In November 2013, Onex Credit Partners established a
warehouse facility in connection with its fifth CLO, OCP
CLO-5. In November 2013 and February 2014, Onex purchased a total of $40 million of notes to support the warehouse facility’s total return swap (“TRS”). The notes did
not have a stated rate of interest, but received excess available funds from the termination of the TRS upon the closing of OCP CLO-5 in March 2014. OCP CLO-5 issued notes
and equity in a private placement transaction in an aggregate amount of $420 million. Upon closing, Onex received
$40 million plus interest for the notes supporting the
warehouse facility and invested $43 million in the equity
of OCP CLO-5, which is the most subordinated capital in
OCP CLO-5.
The secured notes were offered in an aggregate
principal amount of $377 million, are due in April 2026
and bear interest at a rate of LIBOR plus a margin of 1 percent to 5.25 percent, payable beginning in October 2014.
At March 31, 2014, the fair value of the notes of OCP CLO-5
was $363 million.
ResCare
In April 2014, ResCare entered into a new $650 million
senior secured credit facility, which is available through to
April 2019. The senior secured credit facility consists of a
$250 million revolving credit facility, a $200 million term
loan and a $200 million delayed draw term loan. The senior
secured credit facility bears interest at LIBOR plus a margin
of 2.25 percent. The term loan requires quarterly principal
repayments of $3 million beginning in September 2014. The
required quarterly principal repayments increase throughout the term until they reach $6 million in 2018.
The proceeds from the new senior secured credit
facility were used to repay ResCare’s former senior secured
credit facility, fund a $130 million distribution to shareholders, pay fees and expenses associated with the transaction and for other general corporate purposes. The Onex
Partners I and Onex Partners III Groups’ share of the distribution to shareholders was $120 million, of which Onex’
share was $25 million.
At March 31, 2014, nil and $155 million were outstanding under the former revolving credit facility and
term loan, respectively.
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Table 15 details the aggregate debt maturities as at March 31, 2014 for Onex’ consolidated operating companies and investments in joint ventures and associates for each of the years up to 2019 and in total thereafter. As investments in joint
ventures and associates are included in the table, the total amount is in excess of the reported consolidated debt. As the
following table illustrates, most of the maturities occur in 2019 and thereafter.

Debt Maturity Amounts by Year
TABLE 15

(Unaudited) ($ millions)

Consolidated operating companies

(a)

Investments in joint ventures and associates

(b)

Total

2014

2015

2016

2017

2018

2019

Thereafter

Total

$ 757

$ 392

$ 1,136

$ 1,155

$ 722

$ 3,429

$ 3,461

$ 11,052

18

18

18

441

18

2,162

–

2,675

$ 775

$ 410

$ 1,154

$ 1,596

$ 740

$ 5,591

$ 3,461

$ 13,727

(a) I ncludes debt amounts of subsidiaries held by Onex, the parent company, and are gross of financing fees. Excludes debt of the Onex Credit Partners Collateralized Loan
Obligations, which are collateralized by the asset portfolio held by each respective CLO and debt amounts of The Warranty Group, which is a discontinued operation.
(b) Excludes debt amounts of Tomkins as the Onex Partners III Group entered into an agreement to sell Gates, Tomkins’ principal remaining business, in April 2014. All debt of
Tomkins is expected to be repaid on the sale of Gates. The sale is expected to close during 2014 and is subject to customary closing conditions and regulatory approvals.

Limited Partners’ Interests
Limited Partners’ Interests liability represents the fair value
of limited partners’ invested capital in the Onex Partners
and ONCAP Funds. The Limited Partners’ Interests liability
is affected by the change in the fair value of the underlying
investments in the Onex Partners and ONCAP Funds, the
impact of the carried interest, as well as any contributions
by and distributions to limited partners in those Funds.
At March 31, 2014, Limited Partners’ Interests liability totalled $7.0 billion, largely unchanged from the balance at December 31, 2013.
Table 16 shows the change in Limited Partners’ Interests
from December 31, 2012 to March 31, 2014.

Limited Partners’ Interests
TABLE 16

(Unaudited) ($ millions)

Balance – December 31, 2012
Limited Partners’ Interests charge
Contributions by Limited Partners
Distributions paid to Limited Partners
Balance – December 31, 2013

$ 6,243
1,855
401
(1,540)
6,959

Limited Partners’ Interests charge

250

Contributions by Limited Partners

170

Distributions paid to Limited Partners
Balance – March 31, 2014
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(374)
$ 7,005

The Limited Partners’ Interests liability increased by
$170 million for contributions made in the three months
ended March 31, 2014, which consisted primarily of amounts
received from the limited partners of Onex Partners III
for (i) their add-on investment in Emerald Expositions;
(ii) their investment in common stock of JELD-WEN; and
(iii) management fees and partnership expenses.
Contributions totalled $401 million for the year
ended December 31, 2013 primarily from (i) the limited partners of Onex Partners III for their investment in Emerald
Expositions; (ii) certain limited partners of Onex Partners III
and others for their investment in the USI co-investment; (iii)
the limited partners of ONCAP II for their add-on investments
in EnGlobe and Pinnacle Renewable Energy Group; and (iv)
the limited partners of the Onex Partners and ONCAP Funds
for management fees and partnership expenses.
During the first three months of 2014, the Limited
Partners’ Interests liability was reduced by $374 million
of distributions primarily to the limited partners of Onex
Partners I and Onex Partners II. The Onex Partners I Group
distributed $106 million to its limited partners for their
share of the sale of shares of Spirit AeroSystems and the
Onex Partners II Group distributed $262 million to its limited partners for their share of the proceeds on the sale of a
portion of the shares of Allison Transmission.
During the year ended December 31, 2013, the
Limited Partners’ Interests liability was reduced by $1.5 billion of distributions primarily to the limited partners of
Onex Partners I, Onex Partners II, Onex Partners III and
ONCAP II. Onex Partners I distributed $24 million to its
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limited partners for their share of the distribution from The
Warranty Group. Onex Partners II distributed $1.1 billion
to its limited partners for their share of (i) the proceeds on
the October 2013 sale of TMS International, as well as the
dividends received during 2013; (ii) the proceeds on the
February 2013 sale of RSI; (iii) the dividends and return of
capital from Carestream Health; (iv) the proceeds on the
partial sales of shares of Allison Transmission as well as the
dividends received during 2013; and (v) the distribution
from The Warranty Group. Onex Partners III distributed
$63 million to its limited partners and others primarily for
their share of the principal repayments and accrued interest on the convertible promissory notes from JELD-WEN.
Distributions of $307 million were paid to the limited partners of ONCAP II for their share of the proceeds on the June
2013 sale of BSN SPORTS and the November 2013 sale of
Caliber Collision.
At March 31, 2014, total carried interest netted
against the Limited Partners’ Interests in Onex’ unaudited
interim consolidated balance sheets was $554 million, of
which Onex’ share was $207 million.
The Limited Partners’ Interests charge recorded
for the first quarter of 2014 is discussed in detail on page 27
of this interim MD&A.

Sale of interests in operating company
under continuing control

Equity

Change in Subordinate Voting Shares Outstanding

Total equity was $4.5 billion at March 31, 2014 compared to
$4.3 billion at December 31, 2013. Table 17 provides a reconciliation of the change in equity from December 31, 2013 to
March 31, 2014.

During the ﬁrst quarter of 2014, Onex recorded an equity
increase of $171 million as a result of the Onex Partners I
Group sale of a portion of its ownership interest in Spirit
AeroSystems. This sale did not result in a loss of control of
Spirit AeroSystems by Onex. Therefore, of the $171 million
of net proceeds received in this offering, $69 million was
transferred to the non-controlling interests, representing the
historical accounting carrying value attributable to the portion of the investment sold, with the remaining $102 million
of proceeds in excess of the historical accounting carrying
value recorded directly to retained earnings.
Onex’ unaudited interim consolidated statements
of equity and unaudited interim consolidated statements of
comprehensive earnings also show the changes to the com
ponents of equity for the three months ended March 31, 2014
and 2013.

Shares outstanding
At April 30, 2014, Onex had 110,813,746 Subordinate Voting
Shares issued and outstanding. Table 18 shows the change
in the number of Subordinate Voting Shares outstanding
from December 31, 2013 to April 30, 2014.

TABLE 18

(Unaudited)

Subordinate Voting Shares outstanding at
December 31, 2013

111,444,100

Shares repurchased under Onex’ Normal Course

Change in Equity

(633,988)

Issuer Bids
Issue of shares – Dividend Reinvestment Plan

TABLE 17

(Unaudited) ($ millions)

Balance – December 31, 2013
Dividends declared
Shares repurchased and cancelled

Subordinate Voting Shares outstanding at April 30, 2014
(4)
(21)
58

Repurchase of shares of operating companies

(39)

Sale of interests in operating company under
171

Investment in operating company under
continuing control

(66)

Net earnings for the period

99

Other comprehensive loss for the period, net of tax

(9)

Equity as at March 31, 2014

110,813,746

$ 4,345

Investments by shareholders other than Onex

continuing control

3,634

Onex also has 100,000 Multiple Voting Shares outstanding,
which have a nominal paid-in value reflected in Onex’ unaudited interim consolidated financial statements. Note 7 to
the unaudited interim consolidated financial statements
provides additional information on Onex’ share capital.
There was no change in the Multiple Voting Shares outstanding during the first three months of 2014.

$ 4,534
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Dividend Reinvestment Plan
Onex’ Dividend Reinvestment Plan enables Canadian
shareholders to reinvest cash dividends to acquire new
Subordinate Voting Shares of Onex at a market-related
price at the time of reinvestment. During the period
from January 1, 2014 to April 30, 2014, Onex issued 3,634
Subordinate Voting Shares at an average cost of C$59.40 per
Subordinate Voting Share, creating a cash savings of less
than $1 million (less than C$1 million).

Stock Option Plan
At March 31, 2014, Onex had 11,810,175 options outstanding
to acquire Subordinate Voting Shares, of which 2,900,441
options were vested and exercisable. During the first quarter of 2014, 7,000 options were surrendered at a weighted
average exercise price of C$33.00 for aggregate cash consideration of less than $1 million (less than C$1 million)
and no options expired. In January 2014, Onex issued
3,950,000 options to acquire Subordinate Voting Shares
with an exercise price of C$57.45 per share. The options vest
at a rate of 15 percent per year during the first four years
and 40 percent in the fifth year.

Normal Course Issuer Bids
Onex had Normal Course Issuer Bids (the “Bids”) in place
during 2014 that enable it to repurchase up to 10 percent
of its public float of Subordinate Voting Shares during the
period of the relevant Bid. Onex believes that it is advantageous to Onex and its shareholders to continue to repurchase Onex’ Subordinate Voting Shares from time to time
when the Subordinate Voting Shares are trading at prices
that reflect a significant discount to their value as perceived by Onex.
On April 16, 2014, Onex renewed its Normal
Course Issuer Bid (“NCIB”) following the expiry of its previous NCIB on April 15, 2014. Under the new NCIB, Onex is
permitted to purchase up to 10 percent of its public float of
Subordinate Voting Shares, or 8,620,038 Subordinate Voting
Shares. Onex may purchase up to 31,274 Subordinate Voting
Shares during any trading day, being 25 percent of its average daily trading volume for the six-month period ended
March 31, 2014. Onex may also purchase Subordinate
Voting Shares from time to time under the Toronto Stock
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Exchange’s block purchase exemption, if available, under
the new NCIB. The new NCIB commenced on April 16, 2014
and will conclude on the earlier of the date on which purchases under the NCIB have been completed and April 15,
2015. A copy of the Notice of Intention to make the Normal
Course Issuer Bid filed with the Toronto Stock Exchange is
available at no charge to shareholders by contacting Onex.
Under the previous NCIB that expired on April 15,
2014, Onex repurchased 1,567,614 Subordinate Voting Shares
at a total cost of $82 million (C$86 million), or an average
purchase price of C$54.92 per share. For the four months
ended April 30, 2014, Onex repurchased 633,988 Subordinate
Voting Shares under its Normal Course Issuer Bids for a total
cost of $34 million (C$37 million), or an average cost per
share of C$58.87.

Management Deferred Share Unit Plan
In early 2014, Onex issued 97,704 Management Deferred
Share Units (“MDSUs”) to management having an aggregate value, at the date of grant, of $5 million (C$6 million) in
lieu of that amount of cash compensation for Onex’ 2013 fiscal year. At March 31, 2014, there were 565,264 MDSUs outstanding. Forward agreements were entered into to hedge
Onex’ exposure to changes in the value of the MDSUs.

Management of capital
Onex considers the capital it manages to be the amounts it
has in cash and cash equivalents and near-cash investments,
and the investments made by it in the operating businesses,
Onex Real Estate Partners and Onex Credit Partners. Onex
also manages the capital from other investors invested in
the Onex Partners, ONCAP and Onex Credit Partners Funds.
Onex’ objectives in managing capital are to:
•	preserve a ﬁnancially strong parent company with
appropriate liquidity and no, or a limited amount of,
debt so that funds are available to pursue new acquisitions and growth opportunities, as well as support
expansion of its existing businesses. Onex does not generally have the ability to draw cash from its operating
businesses. Accordingly, maintaining adequate liquidity
at the parent company is important;
•	achieve an appropriate return on capital invested commensurate with the level of assumed risk;
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• build the long-term value of its operating businesses;
•	control the risk associated with capital invested in any
particular business or activity. All debt financing is within
the operating businesses and each company is required
to support its own debt. Onex Corporation does not
guarantee the debt of the operating businesses and there
are no cross-guarantees of debt between the operating
businesses; and
•	have appropriate levels of committed limited partners’
capital available to invest along with Onex’ capital. This
allows Onex to respond quickly to opportunities and
pursue acquisitions of businesses of a size it could not
achieve using only its own capital. The management of
limited partners’ capital also provides management fees
to Onex and the ability to enhance Onex’ returns by earning a carried interest on the profits of limited partners.
At March 31, 2014, Onex, the parent company, had approximately $1.4 billion of cash on hand and $345 million of
near-cash items at market value.
Onex, the parent company, has a conservative
cash management policy that limits its cash investments
to short-term high-rated money market instruments. This
policy is driven toward maintaining liquidity and preserving principal in all money market investments.
At March 31, 2014, Onex had access to $770 million of uncalled committed limited partners’ capital for
acquisitions through Onex Partners III ($420 million) and
ONCAP III (C$387 million). In addition, in May 2014, Onex
successfully completed fundraising for Onex Partners IV,
reaching aggregate limited partners’ commitments of
$4.0 billion. The strategy for risk management of capital did
not change in the first three months of 2014.

Non-controlling interests
Non-controlling interests in equity in Onex’ unaudited
interim consolidated balance sheets as at March 31, 2014
primarily represent the ownership interests of share
holders, other than Onex and its limited partners in its
Funds, in Onex’ controlled operating companies. The noncontrolling interests balance at March 31, 2014 increased to
$3.3 billion from $3.2 billion at December 31, 2013.

L I Q U I D I T Y A N D C A P I TA L R E S O U R C E S
This section should be read in conjunction with the unaudited interim consolidated statements of cash flows and
the corresponding notes thereto. Table 19 summarizes the
major consolidated cash flow components for the first
three months of 2014 and 2013.

Major Cash Flow Components
(Unaudited) ($ millions)

TABLE 19

2014

Three months ended March 31

2013

Cash from (used in) operating activities

$

28

Cash from financing activities

$

297

Cash used in investing activities

$ (345)
$ 3,019

$ 2,650

$

(68)

$

277

$

(32)

Consolidated cash and cash equivalents
held by continuing operations

Cash from (used in) operating activities
Table 20 provides a breakdown of cash from (used in) operating activities by cash generated from operations and
changes in non-cash working capital items, other operating
activities and operating activities of discontinued operations
for the three months ended March 31, 2014 and 2013.

Components of Cash from (used in) Operating Activities
(Unaudited) ($ millions)

TABLE 20

2014

2013

$ 605

$ 357

Three months ended March 31

Cash generated from operations
Changes in non-cash working capital items:
Accounts receivable

(229)

(159)

Inventories

(103)

(176)

–

Other current assets

56

Accounts payable, accrued liabilities
and other current liabilities

(227)

(178)

(559)

(457)

(37)

(4)

19

36

Decrease in cash and cash equivalents due to
changes in non-cash working capital items
Decrease in other operating activities
Cash flows from operating activities of
discontinued operations
Cash from (used in) Operating Activities

$

28

$ (68)

Cash generated from operations includes net earnings
(loss) before interest and income taxes, adjusted for cash
taxes received (paid) and items not affecting cash and cash
equivalents.
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The significant changes in non-cash working capital items
for the first three months of 2014 were:
• a $229 million increase in accounts receivable, primarily
from Spirit AeroSystems due to higher revenues;
•	a $227 million decrease in accounts payable, accrued
liabilities and other current liabilities primarily at USI,
Celestica and Carestream Health; and
•	a $103 million increase in inventories primarily at
Carestream Health and Spirit AeroSystems.
Cash from (used in) operating activities for the three months
ended March 31, 2014 also included $19 million (2013 –
$36 million) of cash flows from the operating activities of
discontinued operations. Discontinued operations for the
three months ended March 31, 2014 represent the operations
of The Warranty Group. Discontinued operations for the
three months ended March 31, 2013 represent the operations
of The Warranty Group and TMS International.

Cash from ﬁnancing activities
Cash from financing activities was $297 million for the first
three months of 2014 compared to cash from ﬁnancing
activities of $277 million for the same period of 2013.
Cash from financing activities for the three months ended
March 31, 2014 included:
•	$713 million of net new long-term debt primarily
from the note issuance of OCP CLO-5 and Emerald
Expositions’ increase in its term loan to partially fund its
acquisition of GLM;
•	$171 million of cash received from the Onex Partners I
Group’s sale of shares of Spirit AeroSystems; and
•	$170 million of cash received primarily from the limited
partners of Onex Partners III for their add-on investment
in Emerald Expositions, their investment in common
stock of JELD-WEN and for management fees and partnership expenses.
Partially offsetting these were:
•	$374 million of distributions primarily to the limited
partners of Onex Partners I and Onex Partners II for the
proceeds from the sales of shares of Allison Transmission
and Spirit AeroSystems;
• $154 million of cash interest paid;
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•	$72 million increase in restricted cash held at Spirit Aero
Systems;
•	$66 million invested to acquire common stock of JELDWEN from existing shareholders; and
•	$39 million of cash used by Celestica for purchases of its
shares in the open market.
For the three months ended March 31, 2013, cash from
financing activities was $277 million. Included in cash from
financing activities for the first quarter of 2013 were:
•	$497 million of net new long-term debt primarily from
the note issuance of OCP CLO-3; and
•	$66 million of cash received from certain limited partners of Onex Partners III and others primarily for their
co-investment in USI.
Partially offsetting these were:
• 	$215 million of distributions primarily to the limited
partners of Onex Partners II for the proceeds from the
sale of RSI in February 2013; and
• $110 million of cash interest paid.

Cash used in investing activities
Cash used in investing activities totalled $345 million for
the three months ended March 31, 2014 compared to $32 million during the same period in 2013. Cash used in investing
activities consisted of $356 million used to fund acquisitions, of which $332 million related to Emerald Expositions’
acquisition of GLM, net purchases of investments and securities of $287 million mainly by the OCP CLOs and $114 million for the purchase of property, plant and equipment. This
was partially offset by cash proceeds of $419 million received
on the sale of shares of Allison Transmission.
Cash used in investing activities totalled $32 million for
the three months ended March 31, 2013 and consisted primarily of net purchases of investments and securities of
$230 million mainly by the OCP CLOs and $173 million for
the purchase of property, plant and equipment. This was
partially offset by cash proceeds of $323 million received
on the sale of RSI and $54 million of proceeds on the sale of
non-core assets by JELD-WEN.
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Consolidated cash resources

Recent events and pending transactions

At March 31, 2014, consolidated cash held by continuing operations decreased to $3.0 billion from $3.2 billion
at December 31, 2013. The major components at March 31,
2014 were:
•	approximately $1.4 billion of cash on hand at Onex, the
parent company; and
•	approximately $490 million of cash at Celestica.
Onex believes that maintaining a strong financial position
at the parent company with appropriate liquidity enables
the Company to pursue new opportunities to create longterm value and support Onex’ existing operating businesses.
In addition to the approximate $1.4 billion of cash at the
parent company at March 31, 2014, there was $345 million
of near-cash items that are invested in a segregated unleveraged fund managed by Onex Credit Partners.
Table 21 provides a reconciliation of the change in cash
at Onex, the parent company, from December 31, 2013 to
March 31, 2014.

Change in Cash at Onex, the Parent Company
TABLE 21

(Unaudited) ($ millions)

Cash on hand at December 31, 2013
Sale of shares of Allison Transmission and dividend
Sale of shares of Spirit AeroSystems

$ 1,398
142
52

Investment in common stock of JELD-WEN

(16)

Add-on investment in Emerald Expositions

(34)

Net Onex Credit Partners activity, including investment
in OCP CLO-5
Onex share repurchases

(28)
(21)

Other, net, including dividends, management fees
and operating costs
Cash on hand at March 31, 2014

(57 )
$ 1,436

The Warranty Group pending sale
In March 2014, the Company entered into an agreement to
sell The Warranty Group for an enterprise value of approximately $1.5 billion. The Onex Partners I and Onex Partners II Groups will receive net proceeds of approximately
$1.1 billion. Onex’ portion will be approximately $385 million, including estimated carried interest of $50 million and
after the reduction for the estimated amounts on account of
the MIP. The ultimate amount of carried interest realized by
Onex will depend on the actual sale proceeds received and
the timing of the close. The transaction is expected to close
during the third quarter of 2014 and is subject to customary closing conditions and regulatory approvals. As a result
of this pending sale, the operations of The Warranty Group
are now presented as discontinued in the unaudited interim
consolidated statements of earnings and cash flows and
prior periods have been restated to report the results of The
Warranty Group as discontinued on a comparative basis.
Tomkins pending sale
In April 2014, Onex, together with CPPIB, entered into an
agreement to sell Gates, Tomkins’ principal remaining business, for an enterprise value of approximately $5.4 billion.
Proceeds from the sale to the Onex Partners III Group will
be approximately $2.0 billion. Onex’ share of the proceeds
will be approximately $550 million, including estimated carried interest of $55 million and after the reduction for the
estimated amounts on account of the MIP. The ultimate
amount of carried interest realized by Onex will depend
on the actual sale proceeds received and the timing of the
close. Onex’ investment in Tomkins is recorded at fair value
in the unaudited interim consolidated balance sheets, with
changes in fair value recognized in the unaudited interim
consolidated statements of earnings. The sale is expected to
close during 2014 and is subject to customary closing conditions and regulatory approvals.
ResCare
In April 2014, ResCare entered into a new $650 million senior
secured credit facility, which is available through to April
2019. The senior secured credit facility consists of a $250 million revolving credit facility, a $200 million term loan and
a $200 million delayed draw term loan. The proceeds from
the new senior secured credit facility were used to repay
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ResCare’s former senior secured credit facility, fund a
$130 million distribution to shareholders, pay fees and
expenses associated with the transaction and for other general corporate purposes. The Onex Partners I and Onex Partners III Groups’ portion of the distribution to shareholders
was $120 million, of which Onex’ portion was $25 million.
At March 31, 2014, nil and $155 million were outstanding under the former revolving credit facility and
term loan, respectively.
Allison Transmission secondary offering
In April 2014, Allison Transmission completed a secondary offering to the public of 25.0 million shares of common
stock. As part of the offering, the Onex Partners II Group sold
12.5 million shares of common stock. The Onex Partners II
Group received net proceeds of $372 million for its 12.5 million shares of common stock. Onex’ portion of the net proceeds was $125 million, including carried interest. Amounts
received related to the carried interest totalled $24 million,
of which Onex’ portion was $10 million and management’s
portion was $14 million. No amounts were paid on account
of this transaction related to the MIP as the required performance targets had not been met at that time.
After completion of the April 2014 secondary offering, the Onex Partners II Group continues to own 22.8 million shares of common stock, or approximately 13 percent
in the aggregate, of Allison Transmission’s outstanding common stock. As a result, the Onex Partners II Group will continue to have significant influence over Allison Transmission
and record its investment at fair value through earnings.
USI
In May 2014, USI completed the acquisition of 40 insurance brokerage and consulting offices across the United
States from Wells Fargo Insurance. The purchase price for
the acquisition was $133 million, which was financed with
a $125 million incremental term loan and cash from USI.

Onex Partners IV
In May 2014, Onex successfully completed fundraising
for Onex Partners IV, reaching aggregate commitments of
$5.15 billion and exceeding our target size of $4.5 billion.
This includes Onex’ commitment of $1.2 billion and capital
from institutional investors around the world.

Private equity Funds
Onex’ private equity Funds are an additional source of
cash. They provide capital for Onex-sponsored acquisitions
that are not related to Onex’ operating companies that
existed prior to the formation of the Funds. The Funds provide a substantial pool of committed capital, which enables
Onex to be flexible and timely in responding to investment
opportunities.
Table 22 provides a summary of the remaining commitments available from limited partners primarily for future
Onex-sponsored acquisitions in the Onex Partners and
ONCAP Funds as of March 31, 2014.

Private Equity Funds’ Uncalled Limited Partners’
Committed Capital
TABLE 22

(Unaudited) ($ millions)

Available Uncalled
Committed Capital
(excluding Onex)

Onex Partners I

$

63

Onex Partners II

$

242 (a)

$

420 (a)

Onex Partners III
Onex Partners IV

$ 3,483 (a)

(b)

ONCAP II

C$

2 (a)

ONCAP III

C$

387 (a)

(a) Includes committed amounts from the management of Onex and ONCAP and
directors, calculated based on the assumption that all of the remaining limited
partners’ commitments are invested.
(b) Includes limited partners’ committed capital raised during 2013 and the first
quarter of 2014 for Onex Partners IV. In May 2014, Onex successfully completed
fundraising for Onex Partners IV, reaching aggregate limited partners’
commitments of $4.0 billion.

The committed amounts by the limited partners are not
included in Onex’ consolidated cash and will be funded as
capital is called.

40 Onex Corporation First Quarter Report 2014

M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A LY S I S

Management fees
Onex receives management fees on limited partners’ capital through its private equity platforms, Onex Partners and
ONCAP, and directly from certain of its operating businesses.
In addition, Onex Credit Partners earns management fees on
its investors’ capital.
During the initial fee period of the Onex Partners
and ONCAP Funds, Onex receives a management fee based
upon limited partners’ committed capital to each Fund.
At March 31, 2014, the management fees of ONCAP III are
determined based on limited partners’ committed capital.
Following the termination of the initial fee period,
Onex becomes entitled to a management fee based upon
limited partners’ invested capital. At March 31, 2014, the
management fees of Onex Partners I, Onex Partners II, Onex
Partners III and ONCAP II are determined based upon each
Fund’s limited partners’ invested capital. As realizations
occur in these Funds, the management fees calculated based
on invested limited partners’ capital will decline.
In December 2013, the initial fee period for Onex
Partners III expired and Onex’ entitlement to management fees changed from being based on committed capital
to being based on limited partners’ invested capital.
Management fees called by Onex Partners III during the
first quarter of 2014 were $19 million lower than the last
management fee call due to the impact of the end of the
initial fee period.
In May 2014, Onex successfully completed fundraising for Onex Partners IV, reaching aggregate commitments of $5.15 billion and exceeding our target size of
$4.5 billion. This includes Onex’ commitment of $1.2 billion and capital from institutional investors around the
world. We expect to start drawing management fees for
Onex Partners IV sometime in 2014. During the initial fee
period of Onex Partners IV, Onex will receive annual management fees of 1.7 percent on capital committed by limited partners.
In March 2014, Onex Credit Partners closed OCP
CLO-5. The increase in investors’ capital associated with
this new CLO will result in an increase in the management
fees earned by Onex Credit Partners.

Onex’ commitment to the Funds
Onex, the parent company, is the largest limited partner
in each of the Onex Partners and ONCAP Funds. Table 23
presents the commitment and the uncalled committed
capital of Onex, the parent company, in these Funds at
March 31, 2014.

(Unaudited)
($ millions)

TABLE 23

Fund Size

Onex’
Commitment

Onex’
Uncalled
Committed
Capital(a)

Onex Partners I

$ 1,655

$

400

$

–

Onex Partners II

$ 3,450

$ 1,407

$

158

Onex Partners III

$ 4,700

$ 1,200

$

132

Onex Partners IV(b)

$ 4,683

$ 1,200

$ 1,200

ONCAP II
ONCAP III

(c)

C$

574

C$

252

C$

2

C$

800

C$

252

C$

163

(a) Onex’ uncalled committed capital is calculated based on the assumption that
all of the remaining limited partners’ commitments are invested.
(b) Represents committed capital raised during 2013 and the first quarter of 2014
for Onex Partners IV including the minimum committed amounts from the
management of Onex. In May 2014, Onex successfully completed fundraising for
Onex Partners IV, reaching aggregate commitments of $5.15 billion, including
Onex’ commitment of $1.2 billion.
(c) Onex’ commitment has been reduced for the annual commitment for Onex
management’s participation.

Carried interest participation
The General Partners of the Onex Partners and ONCAP
Funds, which are controlled by Onex, are entitled to a carried interest of 20 percent on the realized gains of the
limited partners in each Fund, subject to an 8 percent compound annual preferred return to those limited partners on
all amounts contributed in each particular Fund. Onex, as
sponsor of the Onex Partners Funds, is entitled to 40 percent
of the carried interest realized in the Onex Partners Funds.
The Onex management team is allocated 60 percent of the
carried interest realized in the Onex Partners Funds. The
ONCAP management team is entitled to that portion of the
carried interest realized in the ONCAP Funds that equates
to a 12 percent carried interest on both limited partners’ and
Onex’ capital. Under the terms of the partnership agreements, Onex may receive carried interest as realizations
occur. The ultimate amount of carried interest earned will
be based on the overall performance of each Fund, independently, and includes typical catch-up and claw-back provisions within each Fund, but not between Funds.
During the three months ended March 31, 2014,
management of Onex received carried interest totalling
$25 million, comprised of (i) $15 million on the February
2014 sale of a portion of the shares of Allison Transmission
in that company’s share repurchase and secondary offering
and (ii) $10 million on the sale of a portion of the shares of
Spirit AeroSystems in that company’s secondary offering.
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During 2013, management of Onex received carried
interest totalling $110 million, comprised of: (i) $5 million
on the sale of RSI; (ii) $71 million on the distributions from
Carestream Health; (iii) $19 million on the sales of a portion
of the shares of Allison Transmission in that company’s share
repurchase and secondary offerings; and (iv) $15 million
on the sale of TMS International. During the same period,
management of ONCAP received carried interest of $60 million on the sales of BSN SPORTS ($18 million) and Caliber
Collision ($42 million). The impact of the ONCAP transactions to Onex and management of Onex was a net payment
of $15 million in carried interest.
Table 24 shows the amount of carried interest received by
Onex, the parent company, by year up to March 31, 2014.

Carried Interest
TABLE 24

(Unaudited) ($ millions)

Carried interest – 2003

Carried
Interest
Received

$    1

Carried interest – 2004

4

Carried interest – 2005

16

Carried interest – 2006

55

Carried interest – 2007

77

Carried interest – 2008

–

Carried interest – 2009

19

Carried interest – 2010

–

Carried interest – 2011

65

Carried interest – 2012

3

Carried interest – 2013

75

Carried interest – 2014

17

Total

$ 332

During the first quarter of 2014, Onex, the parent company,
realized carried interest of $17 million, which was com
prised of amounts received on the following transactions:
(i) $11 million on the February 2014 partial sale of the
shares of Allison Transmission in that company’s share
repurchase and secondary offering and (ii) $6 million on
the partial sale of the shares of Spirit AeroSystems in that
company’s secondary offering.
During 2013, Onex, the parent company, realized
carried interest of $75 million, which was comprised of
amounts received on the following transactions: (i) $3 mil
lion on the February 2013 sale of RSI; (ii) $50 million in
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connection with the distributions received from Carestream
Health in June and July 2013; (iii) $12 million on the sales of
a portion of the shares of Allison Transmission in that company’s share repurchase and secondary offerings; and (iv)
$10 million on the October 2013 sale of TMS International.
At March 31, 2014, there was $40 million of unrealized carried interest allocable to Onex based on the values
of the public companies held at market value in the Onex
Partners Funds. This includes $10 million of carried interest related to the April 2014 secondary offering completed
by Allison Transmission. In addition, Onex has the potential to receive a further $167 million of carried interest on
its private businesses in the Onex Partners and ONCAP
Funds based on their fair values determined at March 31,
2014. This includes approximately $105 million of carried
interest related to the pending sales of The Warranty Group
and Gates, the principal remaining business of Tomkins.

DISCLOSURE CONTROLS AND
PROCEDURES AND INTERNAL CONTROLS
OVER FINANCIAL REPORTING
The Chief Executive Officer and the Chief Financial Officer
have designed, or caused to be designed under their
supervision, internal controls over financial reporting to
provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with IFRS. The
Chief Executive Officer and the Chief Financial Officer
have also designed, or caused to be designed under their
supervision, disclosure controls and procedures to provide reasonable assurance that information required to be
disclosed by the Company in its corporate filings has been
recorded, processed, summarized and reported within the
time periods specified in securities legislation.
A control system, no matter how well conceived
and operated, can provide only reasonable, not absolute,
assurance that its objectives are met. Due to inherent limitations in all such systems, no evaluations of controls can
provide absolute assurance that all control issues, if any,
within a company have been detected. Accordingly, our
internal controls over financial reporting and disclosure
controls and procedures are effective in providing rea
sonable, not absolute, assurance that the objectives of our
control systems have been met.

M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A LY S I S

OUTLOOK
Onex’ reported quarterly and annual consolidated financial results may vary substantially from quarter to quarter
and year to year due to acquisitions and dispositions of
businesses, changes in the value of its publicly traded and
privately held operating companies and the effect of varying business cycles at its operating companies. Accordingly,
it is difficult to predict the future consolidated financial
results of Onex. However, it is Onex’ objective to complete
acquisitions during 2014. New acquisitions where Onex has
control would add to the consolidated revenues, assets and
liabilities. Similarly, if a controlled business is sold, consolidated revenues, assets and liabilities would be reduced.
This is expected to be the case when we complete the sale
of The Warranty Group later in 2014. It is difficult to predict
when new acquisitions may occur or when businesses may
be sold. In addition to the announced sale of The Warranty
Group, Onex has agreed to sell Gates, Tomkins’ principal remaining business, which is recorded at fair value in
the consolidated balance sheets. We continue to review
many opportunities for investments that suit our approach
to investing.
As described in our year-end report, Flushing
Town Center is currently in the process of arranging a new
credit agreement to replace its existing credit facilities that
mature in June 2014. As part of this refinancing, it is anticipated that an equity investment of approximately $90 million will be made in Flushing Town Center. Onex’ share of
that investment will be approximately $80 million. This
investment will be used repay existing indebtedness. In
addition, equity investments of approximately $40 million
may be funded for future development of the property, of
which Onex’ share would be approximately $35 million.
In May 2014, Sitel Worldwide approved the issuance
of $75 million of mandatorily redeemable Class D preferred
shares to its existing shareholders, which is expected to be
funded primarily by Onex. Sitel Worldwide expects to use
the proceeds from the share issuance to repay borrowings
under its revolving credit facility and to fund sales growth,
invest in its clients and execute ongoing cost initiatives.

Onex remains in a very strong ﬁnancial position
to complete new investment opportunities as they arise.
At March 31, 2014, Onex had cash and near cash items of
almost $1.8 billion. In April 2014, Onex received approximately $150 million in proceeds and carried interest
from the April secondary offering completed by Allison
Transmission and the ResCare distribution. Onex expects
to receive approximately $935 million of proceeds and
carried interest upon the completion of the sales of The
Warranty Group and the Gates division of Tomkins. The
expected increases in cash for Onex will be reduced by the
anticipated investments in Flushing Town Center and Sitel
Worldwide, as previously discussed.
In addition to our own cash, we have approximately $4.7 billion of undrawn committed capital from
limited partners in Onex Partners III, Onex Partners IV
and ONCAP III. In May 2014, Onex successfully completed
fundraising for Onex Partners IV, reaching aggregate commitments of $5.15 billion and exceeding our target size of
$4.5 billion. This includes Onex’ commitment of $1.2 billion and capital from institutional investors from around
the world. With the completion of fundraising for Onex
Partners IV, Onex is well-positioned for future acquisition
opportunities.
A new fund will contribute to Onex’ stream of
annual management fees and once the fund begins investing provides the potential to earn carried interest on
invested limited partner capital. Onex’ limited partnership agreements typically have a 10-year term and provide
a predictable flow of management fees from assets under
management. We expect to start drawing management fees
for Onex Partners IV sometime in 2014.
We believe Onex is well-positioned for continued
growth in 2014. We have a stable, experienced team; our
investing culture is ingrained throughout the organization;
our investments are performing well overall; and we have
the financial resources to grow.
This printed report is by its nature current only
at the point in time when it is issued. We encourage you
to visit our website: www.onex.com for updates on Onex’
activities.
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CONSOLIDATED BALANCE SHEETS

(Unaudited)
(in millions of U.S. dollars)

As at
March 31,
2014

As at
December 31,
2013

$ 3,019

$ 3,191

Assets
Current assets
Cash and cash equivalents

–

754

Accounts receivable

3,654

3,639

Inventories

3,951

3,872

758

1,478

4,942

–

Short-term investments

Other current assets
Assets held by discontinued operations (note 3)

16,324

12,934

Property, plant and equipment

5,040

5,105

Long-term investments (note 4)

6,259

7,564

Other non-current assets

1,071

2,100

Intangible assets

4,710

4,695

Goodwill

4,363

4,469

$ 37,767

$ 36,867

$ 4,198

$ 4,342

Liabilities and Equity
Current liabilities
Accounts payable and accrued liabilities
Current portion of provisions
Other current liabilities
Current portion of long-term debt of operating companies, without recourse
to Onex Corporation (note 5)

324

331

1,076

1,621

787

651

–

1,350

4,150

–

10,535

8,295

435

419

11,653

11,319

–

1,779

Other non-current liabilities

2,368

2,526

Deferred income taxes

1,237

1,225

Limited Partners’ Interests (note 6)

7,005

6,959

33,233

32,522

Current portion of warranty reserves and unearned premiums
Liabilities held by discontinued operations (note 3)
Non-current portion of provisions
Long-term debt of operating companies, without recourse
to Onex Corporation (note 5)
Non-current portion of warranty reserves and unearned premiums

Equity
Share capital (note 7)
Non-controlling interests
Retained earnings and accumulated other comprehensive earnings

344

346

3,322

3,191

868

808

4,534

4,345

$ 37,767

$ 36,867

These unaudited interim consolidated financial statements should be read in conjunction with the 2013 audited annual consolidated financial statements.

44 Onex Corporation First Quarter Report 2014

CONSOLIDATED STATEMENTS OF EARNINGS
Three months ended March 31

(Unaudited)
(in millions of U.S. dollars except per share data)

Revenues

2014

2013

$ 6,525

$ 6,325

Cost of sales (excluding amortization of property, plant and equipment,
intangible assets and deferred charges)
Operating expenses

(4,976)

(4,924)

(951)

(937)

31

Interest income

25

Amortization of property, plant and equipment

(143)

(147)

Amortization of intangible assets and deferred charges

(129)

(135)

Interest expense of operating companies

(220)

(175)

Increase in value of investments in joint ventures and associates at fair value, net (note 4)

355

276

Stock-based compensation expense

(85)

(120)

(72)

(111)

(250)

(374 )

Other items (note 8)
Limited Partners’ Interests charge (note 6)
Earnings (loss) before income taxes and discontinued operations

85

(297)

(16)

(12)

Earnings (loss) from continuing operations

69

(309)

Earnings from discontinued operations (note 3)

30

38

Provision for income taxes

Net Earnings (Loss) for the Period

$

99

$

(271)

(67)

$

(339)

Earnings (Loss) from Continuing Operations attributable to:
Equity holders of Onex Corporation

$

136

Non-controlling Interests
Net Earnings (Loss) from Continuing Operations for the Period

$

30

69

$

(309)

(40)

$

(308)

Net Earnings (Loss) attributable to:
Equity holders of Onex Corporation

$

139

Non-controlling Interests
Net Earnings (Loss) for the Period

$

99

37
$

(271)

$

(2.98)

$

(2.71)

Net Earnings (Loss) per Subordinate Voting Share of Onex Corporation (note 9)
Basic and Diluted:
Continuing operations

$

(0.60)

$

(0.36)

0.24

Discontinued operations
Net Loss for the Period

0.27

These unaudited interim consolidated financial statements should be read in conjunction with the 2013 audited annual consolidated financial statements.
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CONSOLIDATED STATEMENTS
OF COMPREHENSIVE EARNINGS

(Unaudited)
(in millions of U.S. dollars)

Net earnings (loss) for the period

Three months ended March 31
2014
$

99

2013
$ (271)

Other comprehensive earnings (loss), net of tax
Items that may be reclassified to net earnings (loss):
(15)

Currency translation adjustments

1

Change in fair value of derivatives designated as hedges

(14)

(55)
2
(53)

Items that will not be reclassified to net earnings (loss):
Remeasurements for post-employment benefit plans
Other comprehensive earnings (loss) from discontinued operations, net of tax (note 3)
Other comprehensive loss, net of tax
Total Comprehensive Earnings (Loss) for the Period

$

2

5

3

(13)

(9)

(61)

90

$ (332)

Total Comprehensive Earnings (Loss) attributable to:
Equity holders of Onex Corporation

$ (53)
143

Non-controlling Interests
Total Comprehensive Earnings (Loss) for the Period

$

90

These unaudited interim consolidated financial statements should be read in conjunction with the 2013 audited annual consolidated financial statements.
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$ (355)
23
$ (332)

CONSOLIDATED STATEMENTS OF EQUITY

(Unaudited)
(in millions of U.S. dollars except per share data)

Share
Capital
(note 7)

Retained
Earnings

Accumulated
Other
Comprehensive
Earnings
(Loss)

Total Equity
Attributable
to Equity
Holders of Onex
Corporation

Noncontrolling
Interests

Total
Equity

Balance – December 31, 2012
Dividends declared(a)
Purchase and cancellation of shares (note 7)
Investments by shareholders other than Onex
Comprehensive Earnings (Loss)
Net earnings (loss) for the period
Other comprehensive earnings (loss)
for the period, net of tax:
		 Currency translation adjustments
		 Change in fair value of derivatives
		 designated as hedges
		 Remeasurements for post-employment
		 benefit plans
		 Other comprehensive losses from
		 discontinued operations, net of tax (note 3)

$ 358
–
(2)
–

Balance – March 31, 2013

$ 356

$

922

$ (32)(c)

$ 1,246

$ 3,927

$ 5,173

Balance – December 31, 2013
Dividends declared(a)
Purchase and cancellation of shares
Investments by shareholders other than Onex
Repurchase of shares of operating companies(e)
Sale of interests in operating companies under
continuing control (note 10)
Investment in operating company under
continuing control (note 2)
Comprehensive Earnings (Loss)
Net earnings (loss) for the period
Other comprehensive earnings (loss)
for the period, net of tax:
		 Currency translation adjustments
		 Change in fair value of derivatives
		 designated as hedges
		 Remeasurements for post-employment
		 benefit plans
		 Other comprehensive earnings from
		 discontinued operations, net of tax (note 3)

$ 346
–
(2)
–
–

$

860
(4)
(19)
25
(7)

$ (52)(d)
–
–
–
–

$ 1,154
(4)
(21)
25
(7)

$ 3,191
–
–
33
(32)

$ 4,345
(4)
(21)
58
(39)

Balance – March 31, 2014

$ 344

$ 1,252
(3)
(21)
–

–

(308)

$

17(b)
–
–
–

$ 1,627
(3)
(23)
–

$ 3,822
–
–
82

$ 5,449
(3)
(23)
82

–

(308)

37

(271 )

–

–

(40)

(40)

(15)

(55 )

–

–

1

1

1

2

–

2

–

2

3

5

–

–

(10)

(10)

(3)

(13)

–

102

–

102

69

171

–

16

–

16

(82)

(66)

–

(40)

–

(40)

139

99

–

–

(16)

(16)

1

(15)

–

–

(1)

(1)

2

1

–

1

–

1

1

2

–

–
$

934

3
$ (66)(f)

3

–

3

$ 1,212

$ 3,322

$ 4,534

(a)	Dividends declared per Subordinate Voting Share were C$0.0375 for the three months ended March 31, 2014 (2013 – C$0.0275). In 2014, shares issued under the dividend
reinvestment plan amounted to less than $1 (2013 – less than $1). There are no tax effects for Onex on the declaration or payment of dividends.
(b) A
 ccumulated Other Comprehensive Earnings (Loss) as at December 31, 2012 consisted of currency translation adjustments of negative $41 and unrealized gains on
available-for-sale financial assets of $58. Accumulated Other Comprehensive Earnings (Loss) as at December 31, 2012 included $29 of net earnings related to discontinued
operations. Income taxes did not have a significant effect on these items.
(c) A
 ccumulated Other Comprehensive Earnings (Loss) as at March 31, 2013 consisted of currency translation adjustments of negative $89, unrealized gains on the effective
portion of cash flow hedges of $1 and unrealized gains on available-for-sale financial assets of $56. Accumulated Other Comprehensive Earnings (Loss) as at March 31,
2013 included $19 of net earnings related to discontinued operations. Income taxes did not have a significant effect on these items.
(d) A
 ccumulated Other Comprehensive Earnings (Loss) as at December 31, 2013 consisted of currency translation adjustments of negative $74, unrealized losses on the
effective portion of cash flow hedges of $11 and unrealized gains on available-for-sale financial assets of $33. Accumulated Other Comprehensive Earnings (Loss) as at
December 31, 2013 included $12 of net losses related to discontinued operations. Income taxes did not have a significant effect on these items.
(e) Repurchase of shares of operating companies consisted primarily of shares repurchased by Celestica under its normal course issuer bid.
(f) A
 ccumulated Other Comprehensive Earnings (Loss) as at March 31, 2014 consisted of currency translation adjustments of negative $93, unrealized losses on the effective
portion of cash flow hedges of $13 and unrealized gains on available-for-sale financial assets of $40. Accumulated Other Comprehensive Earnings (Loss) as at March 31,
2014 included $9 of net losses related to discontinued operations. Income taxes did not have a significant effect on these items.
These unaudited interim consolidated financial statements should be read in conjunction with the 2013 audited annual consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(in millions of U.S. dollars)

Operating Activities
Earnings (loss) for the period from continuing operations
Adjustments to earnings (loss) from continuing operations:
Provision for income taxes
Interest income
Interest expense of operating companies
Net earnings (loss) before interest and provision for income taxes
Cash taxes received (paid)
Items not affecting cash and cash equivalents:
Amortization of property, plant and equipment
Amortization of intangible assets and deferred charges
Increase in value of investments in joint ventures and associates at fair value, net (note 4)
Stock-based compensation expense
Limited Partners’ Interests charge (note 6)
Change in provisions
Other

Three months ended March 31
2014
$

69

2013
$ (309)

16
(31)
220

12
(25)
175

274
31

(147)
(46)

143
129
(355)
81
250
44
8

147
135
(276)
66
374
41
63

605

357

Changes in non-cash working capital items:
Accounts receivable
Inventories
Other current assets
Accounts payable, accrued liabilities and other current liabilities

(229)
(103)
–
(227)

(159)
(176 )
56
(178 )

Decrease in cash and cash equivalents due to changes in working capital items
Decrease in other operating activities
Cash flows from operating activities of discontinued operations (note 3)

(559)
(37)
19

(457 )
(4)
36

28

(68)

Financing Activities
Issuance of long-term debt
Repayment of long-term debt
Cash interest paid
Cash dividends paid
Repurchase of share capital of Onex Corporation
Repurchase of share capital of operating companies
Financing provided by Limited Partners (note 6)
Issuance of share capital by operating companies
Proceeds from sale of interests in operating company under continuing control (note 10)
Purchase of shares of operating company under continuing control (note 2)
Distributions paid to Limited Partners (note 6)
Change in restricted cash
Decrease due to other financing activities
Cash flows from (used in) financing activities of discontinued operations (note 3)
Investing Activities
Acquisition of operating companies, net of cash and cash equivalents in acquired companies of nil (2013 – nil) (note 2)
Purchase of property, plant and equipment
Proceeds from sale of investment in joint ventures and associates at fair value (note 4)
Distributions received from investments in joint ventures and associates (note 4)
Cash interest received
Net purchases of investments and securities (note 4)
Increase (decrease) due to other investing activities
Cash flows used in investing activities of discontinued operations (note 3)

1,087
(374)
(154)
(4)
(21)
(39)
170
3
171
(66)
(374)
(72)
(28)
(2)

680
(183)
(110)
(3)
(23)
–
66
34
–
–
(215)
35
(9)
5

297

277

(356)
(114)
432
13
23
(287)
(40)
(16)

(4)
(173)
323
5
11
(230)
58
(22)

(345)

(32)

Increase (Decrease) in Cash and Cash Equivalents for the Period
Decrease in cash due to changes in foreign exchange rates
Cash and cash equivalents, beginning of the period – continuing operations
Cash and cash equivalents, beginning of the period – discontinued operations (note 3)

(20)
(3)
3,043
148

177
(11)
2,499
157

Cash and Cash Equivalents
Cash and cash equivalents held by discontinued operations (note 3)

3,168
149

2,822
172

$ 3,019

$ 2,650

Cash and Cash Equivalents Held by Continuing Operations

These unaudited interim consolidated financial statements should be read in conjunction with the 2013 audited annual consolidated financial statements.
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NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS
(Unaudited) (in millions of U.S. dollars except per share data)

Onex Corporation and its subsidiaries (collectively, the “Company”) is a diversified company with operations in a range of industries
including electronics manufacturing services, aerostructures, healthcare, customer care services, building products, insurance
brokerage, commercial vehicles, aircraft leasing and management, business services/tradeshows, plastics processing equipment,
business services/packaging, insurance provider, industrial products and gaming. Additionally, the Company has investments in
mid-market private equity opportunities, real estate and credit strategies. Throughout these statements, the term “Onex” refers to
Onex Corporation, the ultimate parent company.
Onex Corporation is a Canadian corporation domiciled in Canada and is listed on the Toronto Stock Exchange under the symbol OCX.
Onex Corporation’s shares are traded in Canadian dollars. The registered address for Onex Corporation is 161 Bay Street, Toronto,
Ontario. Gerald W. Schwartz controls Onex Corporation by indirectly holding all of the outstanding Multiple Voting Shares of the
corporation and also indirectly holds 18% of the outstanding Subordinate Voting Shares of the corporation as at March 31, 2014.
All amounts are in millions of U.S. dollars unless otherwise noted.
The unaudited interim consolidated financial statements were authorized for issue by the Board of Directors on May 15, 2014.
1. B
 A S I S O F P R E PA R AT I O N A N D S I G N I F I C A N T
ACCOUNTING POLICIES
S TAT E M E N T O F C O M P L I A N C E

The unaudited interim consolidated ﬁnancial statements have
been prepared in accordance with International Accounting
Standard (“IAS”) 34, Interim Financial Reporting, using account
ing policies consistent with International Financial Reporting
Standards (“IFRS”) and its interpretations adopted by the
International Accounting Standards Board (“IASB”). Accordingly,
certain information and footnote disclosures normally included
in annual ﬁnancial statements prepared in accordance with IFRS
have been omitted or condensed. These unaudited interim con
solidated ﬁnancial statements were prepared on a going concern
basis, under the historical cost convention, as modiﬁed by the
revaluation of available-for-sale ﬁnancial assets, and ﬁnancial
assets and ﬁnancial liabilities (including derivative instruments)
at fair value through total comprehensive earnings.
The U.S. dollar is the Company’s functional currency.
As such, the ﬁnancial statements have been reported on a U.S.
dollar basis.

C O N S O L I D AT I O N

The unaudited interim consolidated ﬁnancial statements rep
resent the accounts of Onex and its subsidiaries, including its
controlled operating companies. Onex also controls and con
solidates the operations of Onex Partners LP (“Onex Partners I”),
Onex Partners II LP (“Onex Partners II”), Onex Partners III LP
(“Onex Partners III”) and Onex Partners IV LP (“Onex Partners IV”),
referred to collectively as “Onex Partners”, and ONCAP II L.P. and
ONCAP III LP, referred to collectively as “ONCAP” (as described in
note 31 to the 2013 audited annual consolidated ﬁnancial state
ments). In addition, Onex indirectly controls and consolidates
the operations of the collateralized loan obligations (“CLOs”) of
Onex Credit Partners. The results of operations of subsidiaries
are included in the consolidated ﬁnancial statements from the
date that control commences until the date that control ceases.
All signiﬁcant intercompany balances and transactions have
been eliminated.   
Certain investments in operating companies over which
the Company has joint control or signiﬁcant inﬂuence, but not
control, are designated, upon initial recognition, at fair value
through earnings. As a result, these investments are recorded at
fair value in the unaudited interim consolidated balance sheets,
with changes in fair value recognized in the unaudited interim
consolidated statements of earnings.
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N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S

The principal operating companies and Onex’ economic ownership, Onex’ and the Limited Partners’ economic ownership and voting
interests in these entities, are as follows:
March 31, 2014

December 31, 2013

Onex’
Ownership

Onex’ and
Limited
Partners’
Ownership

Voting

Onex’
Ownership

Onex’ and
Limited
Partners’
Ownership

Voting

11%
70%

11%
70%

75%
89%

11%
70%

11%
70%

75%
89%

Investments made through Onex and Onex Partners I
Skilled Healthcare Group, Inc. (“Skilled Healthcare Group”)
Spirit AeroSystems, Inc. (“Spirit AeroSystems”)(a)

9%
3%

39%
11%

86%
55%

9%
5%

39%
16%

86%
63%

Investments made through Onex and Onex Partners II
Allison Transmission Holdings, Inc. (“Allison Transmission”)(b)
Carestream Health, Inc. (“Carestream Health”)

6%
36%

20%
92%

(c)
100%

8%
36%

27%
92%

(c)
100%

Investments made through Onex, Onex Partners I
and Onex Partners II
The Warranty Group, Inc. (“The Warranty Group”)(d)

29%

91%

100%

29%

91%

100%

Investments made through Onex and Onex Partners III
BBAM Limited Partnership (“BBAM”)(e)
Emerald Expositions, LLC (“Emerald Expositions”)
JELD-WEN Holding, inc. (“JELD-WEN”)(f)
KraussMaffei Group GmbH (“KraussMaffei”)
SGS International, Inc. (“SGS International”)
Tomkins Limited (“Tomkins”)
Tropicana Las Vegas, Inc. (“Tropicana Las Vegas”)
USI Insurance Services (“USI”)

13%
24%
20%
24%
23%
14%
18%
26%

50%
99%
79%
96%
93%
56%
82%
92%

50%(c)
99%
79%
100%
93%
50%(c)
82%
100%

13%
24%
18%
24%
23%
14%
18%
26%

50%
99%
72%
96%
93%
56%
82%
92%

50% (c)
99%
72%
100%
93%
50% (c)
82%
100%

Investments made through Onex, Onex Partners I
and Onex Partners III
Res-Care, Inc. (“ResCare”)

20%

98%

100%

20%

98%

100%

Other investments
ONCAP II Fund (“ONCAP II”)
ONCAP III Fund (“ONCAP III”)
Onex Credit Partners(h)
Onex Real Estate Partners (“Onex Real Estate”)

46%(g)
29%
70%
88%

100%
100%
70%
88%

100%
100%
50%
100%

46%(g)
29%
70%
88%

100%
100%
70%
88%

100%
100%
50%
100%

Investments made through Onex
Celestica Inc. (“Celestica”)
SITEL Worldwide Corporation (“Sitel Worldwide”)

(a) Spirit AeroSystems completed a secondary offering during the first quarter of 2014, as described in note 10.
(b) Allison Transmission’s economic ownership and voting interests are presented before the secondary offering completed in April 2014, as described in note 14.
(c) O
 nex exerts joint control or significant influence over these investments, which are designated at fair value through earnings, through its right to appoint members of the
boards of directors of these entities.
(d) The Warranty Group is recorded as a discontinued operation, as discussed in note 3.
(e) I n connection with the investment in BBAM, Onex established Meridian Aviation Partners Limited (“Meridian Aviation”) in February 2013. Onex’ and the Limited Partners’
economic interest in Meridian Aviation at March 31, 2014 was 100% (December 31, 2013 – 100%), of which Onex’ economic ownership was 25% (December 31, 2013 – 25%).
Onex’ voting interest in Meridian Aviation was 100% at March 31, 2014 (December 31, 2013 – 100%).
(f) T
 he economic ownership and voting interests of JELD-WEN are presented on an as-converted basis as a portion of the Company’s investment is in convertible preferred
shares. The allocation of net earnings and comprehensive earnings attributable to equity holders of Onex Corporation and non-controlling interests is calculated using an
as-converted economic ownership of 85% at March 31, 2014 (December 31, 2013 – 77%) to reflect certain JELD-WEN shares that are recorded as liabilities at fair value. Onex,
Onex Partners III, Onex management and others made an investment to acquire common stock of JELD-WEN from existing shareholders during the first quarter of 2014,
as described in note 2.
(g) Represents Onex’ blended economic ownership in the ONCAP II investments.
(h) Represents Onex’ share of the Onex Credit Partners asset management platform.

The ownership percentages are before the effect of any potential dilution relating to the Management Investment Plan (the “MIP”), as
described in note 31(j) to the 2013 audited annual consolidated ﬁnancial statements. The allocation of net earnings and comprehensive
earnings attributable to equity holders of Onex Corporation and non-controlling interests is calculated using the economic ownership of
Onex and the Limited Partners.
The voting interests include shares that Onex has the right to vote through contractual arrangements or through multiple voting
rights attached to particular shares. In certain circumstances, the voting arrangements give Onex the right to elect the majority of the boards
of directors of the companies.
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N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S

SIGNIFICANT ACCOUNTING POLICIES

IFRIC 21 – Levies

The disclosures contained in these unaudited interim consoli

In May 2013, the IASB issued Interpretation 21, Levies (“IFRIC 21”),

dated ﬁnancial statements do not include all the requirements of

which provides guidance on accounting for levies in accordance

IFRS for annual ﬁnancial statements. The unaudited interim con

with IAS 37, Provisions. The interpretation deﬁnes a levy as an out

solidated ﬁnancial statements should be read in conjunction with

ﬂow from an entity imposed by a government in accordance with

the audited annual consolidated ﬁnancial statements for the year

legislation. IFRIC 21 clariﬁes that a levy is recognized as a liability

ended December 31, 2013.

when the obligating event that triggers payment, as speciﬁed in the

The unaudited interim consolidated ﬁnancial state

legislation, has occurred. The Company adopted this standard on

ments are based on accounting policies, as described in note 1 to

January 1, 2014. The effects on the unaudited interim consolidated

the 2013 audited annual consolidated ﬁnancial statements, except

ﬁnancial statements of adopting IFRIC 21 were not signiﬁcant.

as described below.
R E C E N T LY I S S U E D A C C O U N T I N G P R O N O U N C E M E N T S

dards, along with any consequential amendments, effective

Standards, amendments and interpretations not yet
adopted or effective
IFRS 9 – Financial Instruments

January 1, 2014. These changes were made in accordance with the

In November 2009, the IASB issued IFRS 9, Financial Instruments,

applicable transitional provisions.

which represents the ﬁrst phase of its replacement of IAS 39,

CHANGES IN ACCOUNTING POLICIES

The Company has adopted the following new and revised stan

Financial Instruments: Recognition and Measurement, and intro

Investment Entity Amendments

duces new requirements for the classiﬁcation and measurement

In October 2012, the IASB issued amendments to IFRS 10,

of ﬁnancial assets and removes the need to separately account for

Consolidated Financial Statements, IFRS 12, Disclosure of Interests

certain embedded derivatives.

in Other Entities and IAS 27, Separate Financial Statements, to

In December 2013, the IASB issued updates to IFRS 9 to

include an exception to the consolidation requirements for

incorporate new hedge accounting requirements that increase the

investment entities as deﬁned in the amendments issued by

scope of items that can qualify as a hedged item and change the

the IASB. The Company determined that the adoption of these

requirements of hedge effectiveness testing that must be met to

amendments on January 1, 2014 did not result in any change in

use hedge accounting.

the consolidation status of any of its subsidiaries and investees.

The effective date for IFRS 9 has been deferred by the
IASB. The Company is currently evaluating the impact of adopting
this standard on its consolidated ﬁnancial statements.
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2. ACQUISITIONS
During the ﬁrst three months of 2014, the following acquisitions were completed through subsidiaries of Onex. Details of the purchase
price and allocation to the assets and liabilities acquired are as follows:
Emerald
Expositions(a)

Other(b)

Total

$ 16

$ 12

$ 28

Intangible assets with limited life

86

12

98

Intangible assets with indefinite life

76

–

76

198

7

205

1

3

4

377

34

411

(40)

(1)

(41)

(5)

–

Other current assets

Goodwill
Property, plant and equipment and other non-current assets

Current liabilities
Non-current liabilities
Interest in net assets acquired

$ 332

$ 33

(5)
$ 365

a) In January 2014, Emerald Expositions completed the acquisition

In addition to the acquisitions described above, in March 2014,

of George Little Management, LLC (“GLM”) for cash consideration

Onex, Onex Partners III, Onex management and others invested

of $332. GLM is an operator of business-to-business tradeshows

$66 to acquire common stock of JELD-WEN from existing share

in the United States. In conjunction with the transaction, Onex,

holders, of which Onex’ investment was $16. JELD-WEN did not

Onex Partners III and Onex management invested $140 in

receive any proceeds from the investment and the total number of

Emerald Expositions, of which Onex’ share was $34. The remain

shares of common stock outstanding did not change as a result of

der of the purchase price and transaction costs were funded by

this transaction. The transaction is recorded as a transfer of equity

Emerald Expositions through an amendment to its credit facility,

from the non-controlling interests within the unaudited interim

as described in note 5(a).

consolidated statements of equity. The excess of the carrying value
of the transfer of equity over the investment was recorded as an

b) Other includes acquisitions made by ResCare, USI, Bradshaw,

increase directly to retained earnings. As a result of this transac

CiCi’s Pizza and Mister Car Wash for total consideration of $33, of

tion, Onex’, Onex Partners III’s, Onex management’s and others’ as-

which $9 was non-cash consideration.

converted economic interest in JELD-WEN was increased to 79%,
of which Onex’ as-converted economic ownership is 20%.

Net earnings from the date of acquisition for these acquisitions
to March 31, 2014 were not signiﬁcant to the Company’s consoli
dated results for the three months ended March 31, 2014.
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3 . D I S C O N T I N U E D O P E R AT I O N S

a) The Warranty Group

The following tables show revenue, expenses and net after-tax
results from discontinued operations. The sales of BSN SPORTS
Inc. (“BSN SPORTS”) and Caliber Collision Centers (“Caliber
Collision”) in 2013 did not represent separate major lines of busi
ness, and as a result, have not been presented as discontinued
operations.

Three months ended
March 31, 2014

Revenues

Warranty Group for an enterprise value of approximately $1,500.
Under the terms of the agreement, Onex, Onex Partners I, Onex
Partners II and Onex management will receive net proceeds of
approximately $1,140. Onex’ portion will be approximately $385,
including estimated carried interest of $50 and after the reduction
for the estimated amounts on account of the MIP. The transaction

The
Warranty
Group(a)

$ 282

Expenses
Earnings before income taxes
Provision for income taxes
Net earnings for the period

In March 2014, the Company entered into an agreement to sell The

$

is expected to close during the third quarter of 2014 and is sub
ject to customary closing conditions and regulatory approvals.

TMS
International(b)

$

–

Total

As a result, the operations of The Warranty Group are presented

$ 282

as discontinued in the unaudited interim consolidated statements

(242)

–

(242)

40

–

40

(10)

–

(10)

30

$

–

$

30

of earnings and cash flows and the three-month period ended
March 31, 2013 has been restated to report the results of The War
ranty Group as discontinued on a comparative basis.

b) TMS International
In October 2013, Onex, Onex Partners II and Onex management

Three months ended
March 31, 2013

Revenues

The
Warranty
Group(a)

$ 297

Expenses

sold their remaining 23.4 million shares of TMS International
TMS
International(b)

$ 590

Total

$ 887

Corp. (“TMS International”), of which Onex’ portion was approxi
mately 9.3 million shares. The sale was part of an offer made for
all outstanding shares of TMS International. As a result, the unau

(251)

(576)

(827)

dited interim consolidated statements of earnings and cash ﬂows

Earnings before income taxes

46

14

60

for the three months ended March 31, 2013 have been restated to

Provision for income taxes

(17)

(5)

Net earnings for the period

$

29

$    9

(22)
$

report the results of TMS International as discontinued.

38

Onex Corporation First Quarter Report 2014 53

N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S

The following table shows the summarized assets and liabilities

The following table presents the summarized aggregate cash ﬂows

of discontinued operations. The balances represent those of The

from (used in) discontinued operations.

Warranty Group as TMS International was sold in October 2013.
March 31,
2014

Cash and cash equivalents

$

149

December 31,
2013

$

1,645

Other current assets

1,671

Long-term investments
Intangible assets
Goodwill

Three months ended
March 31, 2014

$ 19

TMS
International

$

–

Total

$ 19

148

Operating activities

1,701

Financing activities

(2)

–

(2)

1,578

Investing activities

(16)

–

(16)

1

–

1

148

–

148

–

$ 149

59

61

306

306

Increase in cash and cash
equivalents for the period
Cash and cash equivalents,

Property, plant and equipment and other
1,112

1,104

beginning of the period

4,942

4,898

Cash and cash equivalents,

unearned premiums

1,353

1,350

Other current liabilities

469

471

non-current assets

Current portion of warranty reserves and

Non-current portion of warranty reserves
and unearned premiums

1,790

1,779

Other non-current liabilities

538

541

Net assets of discontinued operations

The
Warranty
Group

$

792

$

757

end of the period

$ 149

Three months ended
March 31, 2013

The
Warranty
Group

TMS
International

Total

$ 17

$ 19

$ 36

Operating activities

$

Financing activities

(2)

7

5

Investing activities

1

(23)

(22)

16

3

19

(4)

–

(4)

Increase in cash and cash
equivalents for the period
Decrease in cash due to
changes in foreign
exchange rates
Cash and cash equivalents,
beginning of the period

130

27

157

$ 142

$ 30

$ 172

Cash and cash equivalents,
end of the period
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4 . LO N G - T E R M I N V E S T M E N T S
Long-term investments comprised the following:
March 31,
2014

December 31,
2013

$ 3,278

$ 3,369

Investments in joint ventures and associates at fair value through earnings:
Onex Partners(a)
Other joint venture and associate investments(a)
Long-term investments held by The Warranty Group(b)

136

135

–

1,550

2,136

1,810

Investment in Onex Credit Partners Funds

476

469

Other

233

231

$ 6,259

$ 7,564

Onex Credit Partners’ investments in corporate loans(c)

a) Investments in joint ventures and associates
Certain investments in joint ventures and associates, over which the Company has joint control or signiﬁcant inﬂuence, but not control,
are designated, upon initial recognition, at fair value. The fair value of these investments in joint ventures and associates is assessed at
each reporting date with changes to the values being recorded through earnings. Details of those investments designated at fair value
included in long-term investments are as follows:

Balance – December 31, 2012
Sale of investments
Distributions received
Increase (decrease) in fair value of investments, net
Balance – March 31, 2013
Sale of investments

Onex Partners

Other Joint
Venture and
Associate
Investments

Total

$ 3,234

$ 136

$ 3,370

(323)

–

(5)

–

277
$ 3,183

(323)
(5)

(1)
$ 135

276
$ 3,318

(585)

−

Distributions received

(47)

(4)

(51)

Increase in fair value of investments, net

818

4

822

$ 3,369

$ 135

$ 3,504

Balance – December 31, 2013
Sale of investments

(585)

(419)

(13)

Distributions received

(10)

(3)

(13)

Increase in fair value of investments, net

338

17

355

$ 3,278

$ 136

$ 3,414

Balance – March 31, 2014

(432)

Onex Partners includes investments in Allison Transmission,

(Level 3 of the fair value hierarchy), with the exception of Allison

BBAM, RSI (sold in February 2013) and Tomkins. Other joint

Transmission, which is measured with signiﬁcant other observable

ventures and associates accounted for at fair value through

inputs (Level 2 of the fair value hierarchy). The joint ventures and

earnings primarily include certain Onex Real Estate invest

associates also have ﬁnancing arrangements that typically restrict

ments. Investments in joint ventures and associates designated

their ability to transfer cash and other assets to the Company.

at fair value are measured with signiﬁcant unobservable inputs
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Allison Transmission
In February 2014, Allison Transmission completed a secondary

c) Onex Credit Partners’ investments in corporate loans
Onex Credit Partners CLO-5

offering to the public of 25.32 million shares of common stock and

In March 2014, Onex Credit Partners closed its ﬁfth CLO (“OCP

repurchased 3.43 million shares of common stock. The secondary

CLO-5”). OCP CLO-5 was funded through the issuance of collat

offering includes the full exercise of the over-allotment option. As

eralized loan instruments in a series of tranches of secured notes

part of the secondary offering and share repurchase, Onex, Onex

and equity in a private placement transaction in an aggregate

Partners II, Onex management and certain limited partners sold

amount of $420, as described in note 5(c). In November 2013 and

14.4 million shares of common stock. Onex, Onex Partners II, Onex

February 2014, Onex invested a total of $40 in notes to support

management and certain limited partners received net proceeds of

the warehouse facility used to build the asset portfolio for OCP

$419 for their 14.4 million shares of common stock, of which Onex’

CLO-5. Upon the closing of OCP CLO-5, Onex received $40 plus

portion was $141, including carried interest. The realized gain on

interest for the notes that supported the warehouse facility and

the portion of Allison Transmission sold by Onex, Onex Partners II,

invested $43 in the equity of OCP CLO-5, which is the most sub

Onex management and certain limited partners was $298, of which

ordinated capital of OCP CLO-5. The asset portfolio held by OCP

Onex’ share was $93. Amounts received related to the carried inter

CLO-5 consists of cash and cash equivalents and corporate loans,

est totalled $26, of which Onex’ portion was $11 and management’s

and has been designated to be recorded at fair value. The OCP

portion was $15. No amounts were paid on account of this transac

CLO-5 portfolio is pledged as collateral for the secured notes. The

tion related to the MIP as the required performance targets had

reinvestment period of OCP CLO-5, during which reinvestment

not been met at that time.

can be made in collateral, ends in April 2018, or earlier, subject to
certain provisions. Onex is required to consolidate the operations

Tomkins

and results of OCP CLO-5. At March 31, 2014, the asset portfolio of

In April 2014, Onex together with Canada Pension Plan Investment

OCP CLO-5 included $314 of corporate loans.

Board (“CPPIB”) entered into an agreement to sell Gates
Corporation (“Gates”), Tomkins’ principal remaining business,

Onex Credit Partners CLO-1

for an enterprise value of approximately $5,400. Proceeds from

In March 2014, Onex sold approximately 47% of its investment in

the sale to Onex, Onex Partners III, certain limited partners, Onex

the equity of Onex Credit Partners’ ﬁrst CLO (“OCP CLO-1”) for

management and others will be approximately $2,000. Onex’

$16, or 107% of its original cash cost. The proceeds, which were

share of the proceeds will be approximately $550, including esti

received in May 2014, approximate the accounting carrying value

mated carried interest of $55. Onex’ investment in Tomkins is

of the portion of the investment sold. Onex has received $21 in

recorded at fair value in the unaudited interim consolidated bal

total, including prior distributions, compared to its original $15

ance sheets, with changes in fair value recognized in the unau

cash cost for this portion of its investment in OCP CLO-1. Onex

dited interim consolidated statements of earnings. The sale is

continues to indirectly control and consolidate the operations of

expected to close during 2014 and is subject to customary closing

OCP CLO-1.

conditions and regulatory approvals.

b) Long-term investments held by The Warranty Group
Long-term investments held by The Warranty Group at March 31,
2014 have been presented as assets held by discontinued opera
tions, as discussed in note 3.
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5. L
 O N G - T E R M D E B T O F O P E R AT I N G C O M PA N I E S ,
W I T H O U T R E C O U R S E T O O N E X C O R P O R AT I O N
The following describes the signiﬁcant changes to Onex Corpo
ration’s consolidated long-term debt from the information provided
in the 2013 audited annual consolidated ﬁnancial statements.

a) Emerald Expositions
In January 2014, Emerald Expositions amended its credit facility
to increase its term loan by $200 to $630 to partially fund an
acquisition, as described in note 2. The addition to the term loan
continues to bear interest at LIBOR (subject to a ﬂoor of 1.25%)
plus a margin of 4.25% and requires quarterly repayments until
maturity in June 2020. At March 31, 2014, the term loan with $626
outstanding was recorded net of the unamortized discount of $10.

b) Spirit AeroSystems
In March 2014, Spirit AeroSystems tendered an offer to purchase
any or all $300 of the company’s outstanding 7.5% senior subor
dinated notes due in 2017. Under the tender offer, the company
purchased $227 of its notes. In May 2014, the remaining notes of
$73 were redeemed by the company.
In March 2014, Spirit AeroSystems completed an offer
ing of $300 in aggregate principal amount of 5.25% senior unse
cured notes due in 2022. Spirit AeroSystems used the net proceeds
from the offering, along with cash on hand, to repurchase all $300
of the company’s outstanding 7.5% senior subordinated notes due
in 2017, to pay related fees and expenses and for other general cor
porate purposes.
At March 31, 2014, $73 and $300 of the 2017 senior subor
dinated notes and the 2022 senior unsecured notes, respectively,
were outstanding.
In March 2014, Spirit AeroSystems amended its senior
secured credit agreement to replace the existing term loan of $540,
which was scheduled to mature in 2019, with a new $540 senior
secured term loan maturing in 2020. The new senior secured term
loan bears interest at LIBOR (subject to a ﬂoor of 0.75%) plus a
margin of 2.5%. Substantially all of Spirit AeroSystems assets are
pledged as collateral under the amended senior secured credit
facility. At March 31, 2014, the senior secured term loan with $539
outstanding was recorded net of the unamortized discount of $1.
As a result of the above transactions, Spirit AeroSystems
recognized debt prepayment charges of $18 during the ﬁrst quar
ter of 2014, which are included in interest expense in the unau
dited interim consolidated statements of earnings.

c) Onex Credit Partners CLO-5
In November 2013, Onex Credit Partners established a warehouse
facility in connection with its ﬁfth CLO, OCP CLO-5. In November
2013 and February 2014, Onex purchased a total of $40 of notes
to support the warehouse facility’s total return swap (“TRS”). The
notes did not have a stated rate of interest, but received excess avail
able funds from the termination of the TRS upon the closing of OCP
CLO-5 in March 2014. OCP CLO-5 issued notes and equity in a pri
vate placement transaction in an aggregate amount of $420. Upon
closing, Onex received $40 plus interest for the notes supporting
the warehouse facility and invested $43 in the equity of OCP CLO-5,
which is the most subordinated capital in OCP CLO-5.
The secured notes were offered in an aggregate princi
pal amount of $377, are due in April 2026 and bear interest at a
rate of LIBOR plus a margin of 1.00% to 5.25%, payable beginning
in October 2014. The notes and equity of OCP CLO-5 are designat
ed at fair value through net earnings upon initial recognition. At
March 31, 2014, the fair value of the notes of OCP CLO-5 was $363.
The notes of OCP CLO-5 are secured by, and only have
recourse to, the assets of OCP CLO-5. The notes are subject to
redemption provisions, including mandatory redemption if certain
coverage tests are not met by OCP CLO-5. Optional redemption of
the notes is available beginning in April 2016. Optional repricing
of certain notes is available subject to certain customary terms
and conditions being met by OCP CLO-5.

d) ResCare
In April 2014, ResCare entered into a new $650 senior secured
credit facility, which is available through to April 2019. The senior
secured credit facility consists of a $250 revolving credit facility,
a $200 term loan and a $200 delayed draw term loan. The senior
secured credit facility bears interest at LIBOR plus a margin of
2.25%. The term loan requires quarterly principal repayments of
$3 beginning in September 2014. The required quarterly principal
repayments increase throughout the term until they reach $6 in
2018. Substantially all of ResCare’s assets are pledged as collateral
under the senior secured credit facility.
The proceeds from the new senior secured credit facility
were used to repay ResCare’s former senior secured credit facility,
fund a $130 distribution to shareholders, pay fees and expenses
associated with the transaction and for other general corporate
purposes. The Company’s portion of the distribution to share
holders was $120, of which Onex’ portion was $25.
At March 31, 2014, nil and $155 were outstanding under
the former revolving credit facility and term loan, respectively.
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6 . L I M I T E D PA R T N E R S ’ I N T E R E S T S

c) Distributions paid to Limited Partners during the ﬁrst quarter

The investments in the Onex Partners and ONCAP Funds by
those other than Onex are presented within the Limited Partners’
Interests. Details of those interests are as follows:
Limited
Partners’
Interests

of 2014 consisted primarily of the proceeds on the partial dis
positions of Allison Transmission and Spirit AeroSystems and
distributions received from BBAM. Distributions paid to the
Limited Partners during 2013 consisted primarily of the pro
ceeds on the realization of RSI, the sales of TMS International,
BSN SPORTS and Caliber Collision, the partial dispositions of

$ 6,243

Allison Transmission and distributions received from Allison

Limited Partners’ Interests charge(a)

374

Transmission, BBAM, Carestream Health, JELD-WEN, PURE

Contributions by Limited Partners(b)

66

Balance – December 31, 2012

Distributions paid to Limited Partners(c)
Balance – March 31, 2013

$ 6,468

Limited Partners’ Interests charge(a)

1,481

Contributions by Limited Partners(b)

335

Distributions paid to Limited Partners(c)

Canadian Gaming and The Warranty Group.

(215)

(1,325)

7. S H A R E C A P I TA L
a) At March 31, 2014, the issued and outstanding share capital
consisted of 100,000 Multiple Voting Shares (December 31, 2013 –
100,000) and 111,048,755 Subordinate Voting Shares (December 31,

$ 6,959

2013 – 111,444,100). The Multiple Voting Shares have a nominal

Limited Partners’ Interests charge(a)

250

paid-in value in these unaudited interim consolidated ﬁnancial

Contributions by Limited Partners(b)

170

statements.

Balance – December 31, 2013

Distributions paid to Limited Partners(c)
Balance – March 31, 2014

(374)
$ 7,005

a) The Limited Partners’ Interests charge was reduced for
the change in carried interest of $58 (2013 − $65) for the three
months ended March 31, 2014 and $395 for the year ended
December 31, 2013. Onex’ share of the change in carried interest
for the three months ended March 31, 2014 was $22 (2013 – $25)
and $137 for the year ended December 31, 2013.
b) Management fees received by Onex from the Limited Partners
for the three months ended March 31, 2014 were $10 (2013 – $6),
and during the remainder of ﬁscal 2013, management fees
received were $39. Contributions by Limited Partners for the three
months ended March 31, 2014 include $50 for the Onex Partners
III investment in common stock of JELD-WEN, as discussed in
note 2, and $106 for the Onex Partners III add-on investment in
Emerald Expositions, as discussed in note 2.

There were no issued and outstanding Senior and Junior
Preferred shares at March 31, 2014 or December 31, 2013.
b) During the ﬁrst three months of 2014, under the Dividend
Reinvestment Plan, the Company issued 1,855 Subordinate Voting
Shares (2013 – 1,897) at an average cost of C$57.27 per share (2013 –
C$42.54). In the ﬁrst three months of 2014 and 2013, no Subordinate
Voting Shares were issued upon the exercise of stock options.
Onex renewed its Normal Course Issuer Bid in April
2014 for one year, permitting the Company to purchase on the
Toronto Stock Exchange or through alternative trading systems
up to 10% of the public ﬂoat of its Subordinate Voting Shares. The
10% limit represents approximately 8.6 million shares.
During the ﬁrst three months of 2014, the Company
repurchased and cancelled under its Normal Course Issuer
Bid 397,200 of its Subordinate Voting Shares at a cash cost of $21
(C$23). The excess of the purchase cost of these shares over the
average paid-in amount was $19 (C$21), which was charged to
retained earnings.
During the ﬁrst three months of 2013, the Company
repurchased and cancelled under its Normal Course Issuer Bid
545,400 of its Subordinate Voting Shares at a cash cost of $23
(C$23). The excess of the purchase cost of these shares over the
average paid-in amount was $21 (C$21), which was charged to
retained earnings.
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c) During the ﬁrst three months of 2014, the total cash consideration
paid on 7,000 options (2013 – 1,839,679) surrendered was less than $1
(less than C$1) (2013 – $53 (C$53)). This amount represents the dif

8. OTHER ITEMS
2014

2013

$ 9

$ 27

22

13

2

4

37

41

consideration(e)

(4)

22

Foreign exchange loss

5

16

Other(f)

1

(12)

Three months ended March 31
(a)

ference between the market value of the Subordinate Voting Shares

Restructuring

at the time of surrender and the exercise price, both as determined

Transition, integration and other(b)

under Onex’ Stock Option Plan, as described in note 18(e) to the

Transaction costs(c)

2013 audited annual consolidated ﬁnancial statements. In January

Carried interest due to Onex and

2014, the Company issued 3,950,000 options to acquire Subordinate
Voting Shares with an exercise price of C$57.45 per share. The
options vest at a rate of 15% per year during the ﬁrst four years
and 40% in the ﬁfth year. No options (2013 – 27,400) expired dur
ing the ﬁrst three months of 2014. At March 31, 2014, the Company

ONCAP management(d)
Change in fair value of contingent

$ 72

had 11,810,175 options (December 31, 2013 – 7,867,175) outstanding to

$ 111

acquire Subordinate Voting Shares, of which 2,900,441 options were
vested and exercisable. The exercisable options have a weighted

a) Restructuring expenses are typically to provide for the costs of

average exercise price of C$26.50.

facility consolidations and workforce reductions incurred at the
operating companies.

d) The Directors have chosen to receive their Directors’ fees in

The operating companies record restructuring charges

Deferred Share Units (“DSUs”) in lieu of cash. During the ﬁrst

relating to employee terminations, contractual lease obligations

three months of 2014 and 2013, no DSUs were redeemed. At

and other exit costs when the liability is incurred. The recognition

March 31, 2014, 546,087 Director DSUs were outstanding (Decem

of these charges requires management to make certain judge

ber 31, 2013 – 543,260).

ments regarding the nature, timing and amounts associated with

Certain members of Onex management have chosen to

the planned restructuring activities, including estimating sublease

apply a portion of their annual compensation earned to acquire

income and the net recovery from equipment to be disposed of.

DSUs based on the market value of Onex shares at the time. In

At the end of each reporting period, the operating companies

January 2014, 97,704 DSUs (2013 – nil) were issued to certain mem

evaluate the appropriateness of the remaining accrued balances.

bers of Onex management in lieu of a portion of cash compensation

The operating companies with restructuring activities

for the 2013 ﬁscal year. At March 31, 2014, 565,264 Management

at December 31, 2013 continue to implement their restructuring

DSUs were outstanding (December 31, 2013 – 467,230).

activities and no signiﬁcant amendments or additional plans were

The Company has entered into forward agreements

established during the ﬁrst quarter of 2014.

with a counterparty ﬁnancial institution to hedge the Company’s
exposure to changes in the market value of Onex’ Subordinate

The closing balance of restructuring provisions consisted of the

Voting Shares associated with a portion of the outstanding

following at:

Director DSUs and all of the outstanding Management DSUs,
as described in note 1 to the 2013 audited annual consolidated
ﬁnancial statements.

Employee termination costs
Lease and other contractual obligations
Facility exit costs and other

March 31, 2014

December 31, 2013

$ 13

$ 23

10

22

4

3

$ 27

$ 48
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b) Transition, integration and other expenses are typically to pro
vide for the costs of transitioning the activities of an operating
company from a prior parent company upon acquisition and to
integrate new acquisitions at the operating companies.
c) Transaction costs are incurred by Onex and its operating
companies to complete business acquisitions, and typically

9. N E T E A R N I N G S P E R S U B O R D I N AT E VOT I N G S H A R E
The weighted average number of Subordinate Voting Shares for
the purpose of the earnings per share calculations was as follows:
Three months ended March 31

2014

2013

Weighted average number of shares

include advisory, legal and other professional and consulting

outstanding (in millions):

costs. Transaction costs for the three months ended March 31,

Basic

111

114

Diluted

111

114

2014 were primarily due to acquisitions completed by the oper
ating companies.
d) Carried interest reﬂects the change in the amount of carried

10 . D
 I S P O S I T I O N O F I N T E R E S T S I N O P E R AT I N G
C O M PA N Y U N D E R C O N T I N U I N G C O N T R O L

interest due to Onex and ONCAP management through the Onex
Partners and ONCAP Funds. Unrealized carried interest is calcu

In March 2014, under a secondary public offering of Spirit Aero

lated based on current fair values of the Funds’ investments and

Systems, Onex, Onex Partners I, Onex management and certain

the overall unrealized gains in each respective Fund in accordance

limited partners sold 6.0 million shares of Spirit AeroSystems,

with the limited partnership agreements. The unrealized carried

of which Onex’ portion was approximately 1.6 million shares.

interest liability is recorded in other non-current liabilities and

The offering was completed at a price of $28.52 per share. Onex’

reduces the amount due to the Limited Partners, as described in

cash cost for these shares was $3.33 per share. Since this transac

note 6. The liability will ultimately be settled upon the realization

tion did not result in a loss of control by the Company, it has been

of the Limited Partners’ share of the underlying investments in

recorded as a transfer of equity to non-controlling interests.

each respective Onex Partners and ONCAP Fund.

Total net cash proceeds received from the sale were
$171, resulting in a transfer of the historical accounting carrying

e) During the ﬁrst three months of 2014, a net recovery of $4

value of $69 to the non-controlling interests in the unaudited

(2013 – charge of $22) was recognized in relation to the estimated

interim consolidated statements of equity. The net cash proceeds

change in fair value of contingent consideration related to acqui

in excess of the historical accounting carrying value of $102 was

sitions completed by the Company. The fair value of contingent

recorded directly to retained earnings. Onex’ share of the net pro

consideration liabilities is typically based on the estimated future

ceeds was $52, including carried interest and excluding distribu

ﬁnancial performance of the acquired business. Financial targets

tions paid on account of the MIP.

used in the estimation process include certain deﬁned ﬁnancial

Amounts received on account of the carried interest

targets and realized internal rates of return. The total estimated

related to this transaction totalled $16. Consistent with market

fair value of contingent consideration liabilities at March 31, 2014

practice and the terms of Onex Partners, Onex is allocated 40%

was $192 (December 31, 2013 – $200).

of the carried interest with 60% allocated to management. Onex’
share of the carried interest received was $6 and is included in the

f) Other includes realized and unrealized gains on investments in

net proceeds. Management’s share of the carried interest was $10.

securities held by the operating companies, income from equity-

In addition, amounts paid on account of the MIP totalled $4 for

accounted investments, impairments of goodwill, intangible assets

this transaction.

and long-lived assets.

As a result of this transaction, Onex, Onex Partners I,
Onex management and certain limited partners’ economic inter
est in Spirit AeroSystems was reduced to 11% from 16%. Onex’ eco
nomic ownership was reduced to 3% from 5%. Onex continues to
control and consolidate Spirit AeroSystems.
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11. F I N A N C I A L I N S T R U M E N T S
Financial assets held by the Company, presented by ﬁnancial statement line item, were as follows:
Fair Value
through Net Earnings
Recognized

Designated

Availablefor-Sale

Held-toMaturity

Loans and
Receivables

Derivatives
Used for
Hedging

Total

March 31, 2014
Assets as per balance sheet
–

$ 3,019

–

$ –

–

$ –

$ 3,019

Accounts receivable

–

–

–

–

3,654

–

3,654

Other current assets

–

201

–

1

92

5

299

3,968

2,139

–

3

–

45

6,155

56

63

7

–

127

4

257

Cash and cash equivalents

$

Long-term investments
Other non-current assets

$

$

Financial assets held by
306

216

1,962

$ 4,330

$ 5,638

$ 1,969

discontinued operations
Total

Fair Value
through Net Earnings
Recognized

Designated

Availablefor-Sale

30

230

$ 34(a)

Held-toMaturity

$ 4,103(b)

Loans and
Receivables

–

2,744

$ 54

$ 16,128

Derivatives
Used for
Hedging

Total

$ 3,191

December 31, 2013
Assets as per balance sheet
Cash and cash equivalents
Short-term investments
Accounts receivable
Other current assets
Long-term investments
Other non-current assets
Total

$

–

$ 3,191

–

$ –

–

$ –

361

68

$

325

–

$

–

–

754

–

–

–

–

3,619

–

3,619

1

146

–

–

136

7

290

4,030

1,814

1,550

32

–

49

7,475

53

69

1

–

2

255

$ 58

$ 15,584

$ 4,445

$ 5,288

$ 1,876

$ 32

130
(a)

$ 3,885

(b)

(a) Fair value of held-to-maturity assets, which are measured at amortized cost at March 31, 2014, was $34 (December 31, 2013 – $32).
(b) The carrying value of loans and receivables approximates their fair value.
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Financial liabilities held by the Company, presented by ﬁnancial statement line item, were as follows:
Fair Value
through Net Earnings
Recognized

Designated

Financial
Liabilities at
Amortized Cost

Derivatives Used
for Hedging

Total

March 31, 2014
Liabilities as per balance sheet
$

Accounts payable and accrued liabilities
Provisions
Other current liabilities
Long-term debt(a)

–

$ 3,985

$ 14

$ 3,999

183

–

$

–

12

–

195

23

–

171

13

207

–

2,106

10,542

–

12,648

–

–

64

–

64

472

3

36

36

547

Limited Partners’ Interests

–

7,005

–

–

7,005

Financial liabilities held by discontinued operations

–

–

465

–

465

$ 678

$ 9,114

$ 15,275

$ 63

$ 25,130

Designated

Financial
Liabilities at
Amortized Cost

Derivatives Used
for Hedging

Total

Obligations under finance leases
Other non-current liabilities

Total

Fair Value
through Net Earnings
Recognized

December 31, 2013
Liabilities as per balance sheet
Accounts payable and accrued liabilities
Provisions
Other current liabilities
Long-term debt(a)
Obligations under finance leases
Other non-current liabilities
Limited Partners’ Interests
Total

$

–

$ 4,014

$ 19

$ 4,033

187

–

$

–

30

–

217

21

−

349

14

384

–

1,723

10,460

–

12,183

–

–

65

–

65

451

4

86

32

573

–

6,959

–

–

6,959

$ 659

$ 8,686

$ 15,004

$ 65

$ 24,414

(a) Long-term debt is presented gross of financing charges.

12 . FA I R VA L U E M E A S U R E M E N T S
Fair values of financial instruments
The estimated fair values of ﬁnancial instruments as at March 31,
2014 and December 31, 2013 are based on relevant market prices
and information available at those dates. The carrying values of
cash and cash equivalents, short-term investments, accounts
receivable, accounts payable and accrued liabilities approximate
the fair values of these ﬁnancial instruments due to the short matu
rity of these instruments. The fair value of consolidated long-term
debt at March 31, 2014 was $12,910 (December 31, 2013 – $12,478).
The fair value of consolidated long-term debt measured at amor
tized cost is a Level 2 measurement in the fair value hierarchy and
is calculated by discounting the expected future cash ﬂows using
an observable discount rate for instruments of similar maturity
and credit risk. For certain operating companies, an adjustment
is made by management for that operating company’s credit risk,
resulting in a Level 3 measurement in the fair value hierarchy.
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Financial instruments measured at fair value are allocated within
the fair value hierarchy based upon the lowest level of input that
is signiﬁcant to the fair value measurement. Transfers between
the three levels of the fair value hierarchy are recognized on the
date of the event or change in circumstances that caused the
transfer. There were no signiﬁcant transfers between the three
levels of the fair value hierarchy during the ﬁrst three months of
2014. The three levels of the fair value hierarchy are as follows:
• Quoted prices in active markets for identical assets (“Level 1”);
• Signiﬁcant other observable inputs (“Level 2”); and
• Signiﬁcant other unobservable inputs (“Level 3”).
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The allocation of ﬁnancial assets in the fair value hierarchy, excluding cash and cash equivalents, at March 31, 2014 was as follows:
Level 1

Level 2

Level 3

Total

Financial assets at fair value through earnings
Investments in debt

$

Investments in equities
Investments in joint ventures and associates
Other

–

$ 2,658

25

33

$

1
–

$ 2,659
58

–

1,005

2,409

3,414

524

145

–

669

Available-for-sale financial assets
–

1,844

–

1,844

123

1

–

124

1

–

–

1

$ 673

$ 5,686

$ 2,410

$ 8,769

Investments in debt
Investments in equities
Other
Total financial assets at fair value

The allocation of ﬁnancial assets in the fair value hierarchy, excluding cash and cash equivalents, at December 31, 2013 was as follows:
Level 1

Level 2

Level 3

Total

Financial assets at fair value through earnings
Investments in debt

$

Investments in equities
Investments in joint ventures and associates
Other

–

$ 2,335

23

38

$

–

–

$ 2,335
61

–

1,262

2,242

3,504

520

122

–

642
1,769

Available-for-sale financial assets
Investments in debt

–

1,769

–

107

–

–

107

$ 650

$ 5,526

$ 2,242

$ 8,418

Level 2

Level 3

Total

$ 7,005

Investments in equities
Total financial assets at fair value

The allocation of ﬁnancial liabilities in the fair value hierarchy at March 31, 2014 was as follows:
Level 1

Financial liabilities at fair value through net earnings
–

$ 7,005

Unrealized carried interest due to Onex and ONCAP management

–

–

355

355

Onex Credit Partners’ long-term debt

–

–

2,106

2,106

Limited Partners’ Interests

$

$

10

Other
Total financial liabilities at fair value

–

$ 10

8

308

326

8

$ 9,774

$ 9,792

Level 2

Level 3

Total

$ 6,959

$

The allocation of ﬁnancial liabilities in the fair value hierarchy at December 31, 2013 was as follows:
Level 1

Financial liabilities at fair value through net earnings
Limited Partners’ Interests

–

$ 6,959

Unrealized carried interest due to Onex and ONCAP management

–

–

343

343

Onex Credit Partners’ long-term debt

–

–

1,723

1,723

Other

9

9

302

320

9

$ 9,327

$ 9,345

Total financial liabilities at fair value

$

$

–

9

$

$
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Details of ﬁnancial assets and liabilities measured at fair value with

The valuation of ﬁnancial assets and liabilities measured

signiﬁcant unobservable inputs (Level 3), excluding investments in

at fair value with signiﬁcant unobservable inputs (Level 3) is reas

joint ventures and associates designated at fair value through earn

sessed quarterly utilizing available market data to determine if

ings (note 4) and Limited Partners’ Interests designated at fair value

the fair value should be adjusted. The valuation of investments in

(note 6), are as follows:

the Onex Partners and ONCAP Funds is reviewed and approved
by the General Partner of the respective Funds each quarter.
Financial Liabilities
at Fair Value through
Net Earnings

Balance – December 31, 2012

$ 1,217

Total losses in net earnings

339

Transfer out of Level 3

(7)

Additions

1,002

Acquisition of subsidiaries

29

Settlements

(215)

Other
Balance – December 31, 2013

3
$ 2,368
49

Total losses in net earnings

415

Additions

7

Acquisition of subsidiaries

(72)

Settlements

2

Other
Balance – March 31, 2014

$ 2,769

indirectly controlled by Onex Corporation.
The fair value measurements for investments in joint
ventures and associates, Limited Partners’ Interests and unrealized
carried interest are primarily driven by the underlying fair value of
the investments in the Onex Partners and ONCAP Funds. A change
to reasonably possible alternative estimates and assumptions used
in the valuation of non-public investments in the Onex Partners
and ONCAP Funds may have a signiﬁcant impact on the fair values
calculated for these ﬁnancial assets and liabilities. A change in
the valuation of the underlying investments may have multiple
impacts on Onex’ consolidated ﬁnancial statements and those
impacts are dependent on the method of accounting used for that
investment, the Fund(s) within which that investment is held and
the progress of that investment in meeting the MIP exercise hur
dles. For example, an increase in the fair value of an investment
in an associate would have the following impacts on Onex’ con
solidated ﬁnancial statements:

Unrealized losses in net earnings (loss) for liabilities
held at the end of the reporting period

The General Partners of the Onex Partners and ONCAP Funds are

$

49

i) 	

an increase in the unrealized value of investments in joint
ventures and associates at fair value in the consolidated
statements of earnings with a corresponding increase in

Financial assets and liabilities measured at fair value with
signiﬁcant unobservable inputs (Level 3) are recognized in the
unaudited interim consolidated statements of earnings in the fol
lowing line items: (i) interest expense of operating companies;
(ii) increase in value of investments in joint ventures and associ
ates at fair value, net; (iii) other items; and (iv) Limited Partners’
Interests charge.
The valuation of investments in joint ventures and associates
measured at fair value with signiﬁcant other observable inputs
(Level 2) of the fair value hierarchy are substantially based on the
quoted market price for the underlying security, less a discount
to reﬂect restrictions on a market participant’s ability to freely
trade the security. The valuation of investments in debt securities
measured at fair value with signiﬁcant other observable inputs
(Level 2) is generally determined by obtaining quoted market
prices or dealer quotes for identical or similar instruments in
inactive markets, or other inputs that are observable or can be
corroborated by observable market data.

long-term investments in the consolidated balance sheets;
ii)

a charge would be recorded for the Limited Partners’ share
of the fair value increase of the investment in associate on
the Limited Partners’ Interests line in the consolidated state
ments of earnings with a corresponding increase to the
Limited Partners’ Interests in the consolidated balance sheets;

iii) 	 a change in the calculation of unrealized carried interest in
the respective Fund that holds the investment in associate,
resulting in a recovery being recorded in the Limited Partners’
Interests line in the consolidated statements of earnings with
a corresponding decrease to the Limited Partners’ Interests in
the consolidated balance sheets;
iv) 	 a charge would be recorded for the change in unrealized
carried interest due to Onex and ONCAP management on the
other items line in the consolidated statements of earnings
with a corresponding increase to other non-current liabilities
in the consolidated balance sheets; and
v) 	 a change in the fair value of the vested investment rights held
under the MIP, resulting in a charge being recorded on the
stock-based compensation line in the consolidated state
ments of earnings and a corresponding increase to other
non-current liabilities in the consolidated balance sheets.
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Valuation methodologies may include observations of the trading multiples of public companies considered comparable to the private com
panies being valued and discounted cash ﬂows. The following table presents the signiﬁcant unobservable inputs used to value the Company’s
private securities that impact the valuation of (i) investments in joint ventures and associates; (ii) unrealized carried interest liability due to
Onex and ONCAP management; (iii) stock-based compensation liability for the MIP; and (iv) Limited Partners’ Interests.
Valuation Technique

Significant Unobservable Inputs

Inputs at March 31, 2014

Inputs at December 31, 2013

Market comparable companies

EBITDA multiple

6.5x–13.3x

6.0x–12.5x

Discounted cash flow

Weighted average cost of capital

11.8%–18.0%

11.6%–18.0%

Exit multiple

4.6x–9.5x

4.6x–9.1x

In addition, the Company has one investment whose value is
based on estimated pending sale proceeds at March 31, 2014;
its value was previously based on a multiple of book value at
December 31, 2013.
Generally, EBITDA represents maintainable operating earnings,
which considers adjustments including those for the deduction
of ﬁnancing costs, taxes, non-cash amortization, non-recurring
items and the impact of any discontinued activities. EBITDA is a

13 . C O M M I T M E N T S
a) Onex Partners IV
During the ﬁrst quarter of 2014, Onex completed additional clos
ings of Onex Partners IV with limited partners committed capital
totalling $1,547, including the minimum 2% commitment from
Onex management. In May 2014, Onex completed fundraising
for Onex Partners IV, reaching aggregate commitments of $5,150,
including Onex’ commitment of $1,200.

measurement that is not deﬁned under IFRS.
The long-term debt recorded at fair value in the OCP CLOs is rec
ognized at fair value using third-party pricing information without
adjustment by the Company. The valuation methodology is based
on a projection of the future cash ﬂows expected to be realized
from the underlying collateral of the OCP CLOs.
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14 . S U B S E Q U E N T E V E N T S
Onex and certain operating companies have entered into agree
ments to acquire or make investments in other businesses. These
transactions are typically subject to a number of conditions, many
of which are beyond the control of Onex or the operating compa
nies. The effect of these planned transactions, if completed, may
be signiﬁcant to the consolidated ﬁnancial position of Onex.

a) Tomkins
In April 2014, Onex, together with CPPIB, announced they have
agreed to sell Gates, Tomkins’ principal remaining business, as
described in note 4.

b) ResCare
In April 2014, ResCare entered into a new $650 senior secured credit
facility and completed a $130 distribution to its shareholders, as
described in note 5.

c) Allison Transmission
In April 2014, Allison Transmission completed a secondary offer
ing to the public of 25.0 million shares of common stock. As
part of the offering, Onex, Onex Partners II, Onex management
and certain limited partners sold 12.5 million shares of common
stock. Onex, Onex Partners II, Onex management and certain
limited partners received net proceeds of $372 for their 12.5 mil
lion shares of common stock, of which Onex’ portion was $125,
including carried interest. Amounts received related to the carried
interest totalled $24, of which Onex’ portion was $10 and man
agement’s portion was $14. No amounts were paid on account of
this transaction related to the MIP as the required performance
targets had not been met at that time.
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After completion of the April 2014 secondary offering,
Onex, Onex Partners II, Onex management and certain limited
partners continue to own 22.8 million shares of common stock, or
approximately 13% in the aggregate, of Allison Transmission’s out
standing common stock. As a result, the Company will continue
to have signiﬁcant influence over Allison Transmission and record
its investment at fair value through earnings.

d) USI
In May 2014, USI completed the acquisition of 40 insurance
brokerage and consulting ofﬁces across the United States from
Wells Fargo Insurance. The purchase price for the acquisition was
$133, which was ﬁnanced with a $125 incremental term loan and
cash from USI.
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15 . I N F O R M AT I O N B Y I N D U S T R Y S E G M E N T
In March 2014, the Company entered into an agreement to sell The Warranty Group, as discussed in note 3. The results of operations of The
Warranty Group, which were previously included in the insurance provider segment, are presented in the other segment as a discontinued
operation. As a result, the insurance brokerage segment, consisting of USI, became a reportable segment. Comparative results have been
restated to reflect these changes.

2014 Industry Segments
(Unaudited)
(in millions of U.S. dollars)
Three months ended March 31, 2014

Revenues

Electronics
Manufacturing
Services

Aerostructures

Healthcare

Customer
Care
Services

$ 1,312

$ 1,729

$ 1,147

$ 351

Building
Products

$

765

Insurance
Brokerage

$

203

Consolidated
Total

Other(a)

$ 1,018

$ 6,525

Cost of sales (excluding amortization of property,
plant and equipment, intangible assets and
deferred charges)
Operating expenses
Interest income
Amortization of property, plant and equipment

(1,205)

(1,449)

(807)

(234)

(646)

(50)

(60)

(229)

(91)

(116)

–

–

–

1

–

–

–

30

31

(14)

(38)

(29)

(7)

(28)

(1)

(26)

(143)

(3)

(6)

(37)

(5)

(4)

(35)

(39)

(129)

(1)

(35)

(55)

(25)

(19)

(27)

(58)

(220)

(141)

(635)

(4,976)

(264)

(951)

Amortization of intangible assets and
deferred charges
Interest expense of operating companies
Increase in value of investments in joint ventures
–

–

–

–

–

–

355

355

(11)

(2)

(2)

–

(12)

(3)

(55)

(85)

Other items

2

(2)

3

(2)

(5)

(11)

(57)

(72)

Limited Partners’ Interests charge

–

–

–

–

–

–

(250)

(250)

30

137

and associates at fair value, net
Stock-based compensation expense

Earnings (loss) before income taxes and
discontinued operations

7

Recovery of (provision for) income taxes
Earnings (loss) from continuing operations
Earnings from discontinued operations(b)
Net earnings (loss) for the period

$

(1)

37

136

–

–

37

$

4

$

(8)

(13)

(65)

(15)

19

85

(9)

(4)

1

5

(15)

(16)

(17)

(17)

(64)

(10)

4

69

–

–

–

–

30

30

136

$

(17)

$ (17)

$

(64)

$

16

$

(16)

$ (12)

$

(54)

$

(1)

(5)

(17)

$ (17)

$

(10)

$

34

$

(9)

$

31

$

99

Net earnings (loss) attributable to:
Equity holders of Onex Corporation

$

33

Non-controlling interests

37

120
136

$

(64)

(1)
(10)

$

34

(40)
139

$

Total assets(c)

$ 2,591

$ 5,329

$ 3,592

$ 634

$ 2,542

$ 2,996

$ 20,083

$ 37,767

Long-term debt(c)(d)

$

$ 1,192

$ 2,963

$ 761

$

$ 1,604

$ 5,143

$ 12,440

777

$

3

Net earnings (loss) for the period

–

$

(10)

$

99

(a) Includes Tropicana Las Vegas, SGS International, KraussMaffei, Emerald Expositions, ONCAP II, ONCAP III, Flushing Town Center, Meridian Aviation, OCP CLOs and the parent
company. Investments in joint ventures and associates recorded at fair value include Allison Transmission, BBAM, Tomkins and certain Onex Real Estate investments.
(b) Represents the after-tax results of The Warranty Group, as described in note 3.
(c) Total assets and long-term debt in the other segment include discontinued operations.
(d) Long-term debt includes current portion, excludes finance leases and is net of financing charges.
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N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S

2013 Industry Segments
(Unaudited)
(in millions of U.S. dollars)
Three months ended March 31, 2013

Electronics
Manufacturing
Services

Aerostructures

Healthcare

Customer
Care
Services

$ 1,372

$ 1,442

$ 1,155

$ 365

Revenues

Building
Products

$

770

Insurance
Brokerage

$

180

Other

(a)

$ 1,041

Consolidated
Total

$ 6,325

Cost of sales (excluding amortization of property,
plant and equipment, intangible assets and
deferred charges)

(1,268)

(1,239)

(817)

(236)

(649)

(52)

(56)

(213)

(92)

(120)

–

–

1

–

1

–

23

25

(15)

(34)

(31)

(7)

(26)

(2)

(32)

(147)

Operating expenses
Interest income
Amortization of property, plant and equipment

–
(129)

(715)

(4,924)

(275)

(937)

Amortization of intangible assets and
deferred charges
Interest expense of operating companies

(3)

(8)

(39)

(5)

(4)

(35)

(41)

(135)

(1)

(17)

(43)

(25)

(19)

(31)

(39)

(175)

Increase in value of investments in joint ventures
and associates at fair value, net

–

–

–

–

–

–

276

(10)

(4)

(2)

–

(7)

(2)

(95)

(120)

Other items

(8)

(19)

(33)

(10)

19

(12)

(48)

(111)

Limited Partners’ Interests charge

–

–

–

–

–

–

(374)

(374)

(279)

(297)

Stock-based compensation expense

276

Earnings (loss) before income taxes and
15

65

(22)

(10)

(35)

(31)

Recovery of (provision for) income taxes

discontinued operations

(5)

(17)

(2)

(2)

2

11

Earnings (loss) from continuing operations

10

48

(24)

(12)

(33)

(20)

(278)

(309)

–

–

–

–

–

–

38

38

Earnings from discontinued operations(b)
Net earnings (loss) for the period

$

10

$

1

$

1

(12)

48

$

(24)

$ (12)

$

(33)

$

(20)

$

(240)

$

(271)

6

$

(24)

$

$

(24)

$

(18)

$

(240)

$

(308)

Net earnings (loss) attributable to:
Equity holders of Onex Corporation

$

Non-controlling interests

9

Net earnings (loss) for the period

(Unaudited)
(in millions of U.S. dollars)
As at December 31, 2013

Total assets

$

$

Aerostructures

$ 2,639
$

(c)(d)

–

–

48

Electronics
Manufacturing
Services

(c)

Long-term debt

10

42
$

(9)
(3)

(24)

$ (12)

(9)
$

(33)

(2)
$

(20)

–
$

37

(240)

$

Healthcare

Customer
Care
Services

Building
Products

Insurance
Brokerage

Other

$ 5,155

$ 3,707

$ 613

$ 2,483

$ 3,099

$ 19,171

$ 36,867

$ 1,128

$ 3,009

$ 740

$

$ 1,605

$ 4,827

$ 11,970

661

(a)

Consolidated
Total

(a)	Includes Tropicana Las Vegas, SGS International, KraussMaffei, ONCAP II, ONCAP III, Flushing Town Center, Meridian Aviation, OCP CLOs and the parent company.
Investments in joint ventures and associates recorded at fair value include Allison Transmission, BBAM, RSI (sold in February 2013), Tomkins and certain
Onex Real Estate investments.
(b) Represents the after-tax results of The Warranty Group and TMS International, as described in note 3.
(c) Total assets and long-term debt in the other segment include discontinued operations.
(d) Long-term debt includes current portion, excludes finance leases and is net of financing charges.
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(271)

SHAREHOLDER INFORMATION
First Quarter Dividend

Registrar and Transfer Agent

Website

A dividend of C$0.0375 per Subordinate

CST Trust Company

www.onex.com

Voting Share was paid on April 30, 2014 to

P.O. Box 700

shareholders of record as of April 10, 2014.

Postal Station B

Duplicate Communication

Montreal, Quebec H3B 3K3

Registered holders of Onex Corporation

Shares

(416) 682-3860

shares may receive more than one copy

The Subordinate Voting Shares of

or call toll-free throughout Canada

of shareholder mailings. Every eﬀort

the Company are listed and traded

and the United States

is made to avoid duplication, but when

on the Toronto Stock Exchange.

1-800-387-0825

shares are registered under diﬀerent

www.canstockta.com

names and/or addresses, multiple

or inquiries@canstockta.com

mailings result. Shareholders who

Share Symbol
OCX

receive but do not require more than
All questions about accounts, stock

one mailing for the same ownership are

Shareholder Dividend
Reinvestment Plan

certiﬁcates or dividend cheques

requested to write to the Registrar and

should be directed to the Registrar

Transfer Agent and arrangements will

The Dividend Reinvestment Plan

and Transfer Agent.

be made to combine the accounts for

provides shareholders of record who are

mailing purposes.

cash dividends in new Subordinate Voting

Electronic Communication
with Shareholders

Shares Held in Nominee Name

Shares of Onex Corporation at a market-

We encourage individuals to receive Onex’

To ensure that shareholders whose

related price and without payment of

shareholder communications electroni

shares are not held in their name receive

brokerage commissions. To participate,

cally. You can submit your request online

all Company reports and releases

registered shareholders should contact

by visiting CST Trust Company’s website

on a timely basis, a direct mailing list

Onex’ share registrar, CST Trust Company.

www.canstockta.com/electronicdelivery

is maintained by the Company. If you

Non-registered shareholders who wish

or contacting them at 1-800-387-0825.

would like your name added to this list,

resident in Canada a means to reinvest

to participate should contact their
investment dealer or broker.

please forward your request to Investor

Investor Relations Contact

Relations at Onex.

Requests for copies of this report,

Corporate Governance Policies

other quarterly reports, annual reports

A presentation of Onex’ corporate

and other corporate communications

governance policies is included in the

should be directed to:

Management Information Circular

Investor Relations

that is mailed to all shareholders and

Onex Corporation

is available on Onex’ website.

161 Bay Street
P.O. Box 700
Toronto, Ontario M5J 2S1
(416) 362-7711
investor@onex.com
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