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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

INTERTAPE POLYMER GROUP INC.

Date: March 9, 2017 By: /s/ Jeffrey Crystal
Jeffrey Crystal, Chief Financial Officer
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Intertape Polymer Group Inc.

Management�s Discussion and Analysis

This Management�s Discussion and Analysis (�MD&A�) is intended to provide the reader with a better understanding of
the business, strategy and performance of Intertape Polymer Group Inc. (the �Company�), as well as how it manages
certain risks and capital resources. This MD&A, which has been prepared as of March 8, 2017, should be read in
conjunction with the Company�s audited consolidated financial statements and notes thereto as of December 31, 2016
and 2015 and for the three-year period ended December 31, 2016 (�Financial Statements�). It should also be read
together with the text below on forward-looking statements in the Section entitled �Forward-Looking Statements.�

For the purposes of preparing this MD&A, the Company considers the materiality of information. Information is
considered material if the Company believes at the time of preparing this MD&A: (i) such information results in, or
would reasonably be expected to result in, a significant change in the market price or value of the common shares of
the Company; (ii) there is a substantial likelihood that a reasonable investor would consider it important in making an
investment decision; and/or (iii) it would significantly alter the total mix of information available to investors. The
Company evaluates materiality with reference to all relevant circumstances, including potential market sensitivity.

Except where otherwise indicated, all financial information presented in this MD&A, including tabular amounts, is
prepared in accordance with International Financial Reporting Standards as issued by the International Accounting
Standards Board (�IFRS� or �GAAP�) and is expressed in US dollars. Variance, ratio and percentage changes in this
MD&A are based on unrounded numbers.

Financial Highlights

(In millions of US dollars, except per share amounts, selected ratios, and trading volume information)

(Unaudited)

2016 2015 2014
$ $ $

Operations
Revenue 808.8 781.9 812.7
Gross margin (1) 23.7% 21.5% 20.1% 
Net earnings attributable to Company shareholders (2) 51.1 56.7 35.8
Adjusted net earnings (3)(4) 59.7 57.6 44.8
Adjusted EBITDA (3) 119.5 102.0 103.9
Cash flows from operating activities 108.1 102.3 86.9
Free cash flows (3) 58.2 68.0 46.3
Capital expenditures (5) 50.0 34.3 40.6
Effective Tax Rate (6) 27.7% 16.2% 39.0% 

Per Common Share
IPG Net Earnings - diluted 0.85 0.93 0.58
Adjusted net earnings - diluted (3)(4) 0.99 0.94 0.72
Dividend paid per share 0.54 0.50 0.40

Financial Position
Working capital (7) 130.6 130.5 128.2
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Total assets 580.6 487.3 466.7
Net debt (8) 158.9 135.2 114.9
Total equity attributable to Company shareholders 236.6 216.7 227.5
Cash and loan availability (9) 158.2 182.3 206.2

(continued)

1
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Financial Highlights (continued)

2016 2015 2014
$ $ $

Selected Ratios
Current Ratio (10) 2.17 2.45 2.50
Leverage Ratio (3) (11) 1.50 1.50 1.19
Return on equity (12) 22.6% 25.5% 15.6% 

Stock Information
Weighted average shares outstanding - diluted (13) 60,369 61,111 62,061
Shares outstanding as of December 31 (13) 59,060 58,668 60,436

The Toronto Stock Exchange (CDN$)
Share price as of December 31 25.18 18.69 18.61
High: 52 weeks 25.74 20.51 19.95
Low: 52 weeks 15.46 13.67 11.12

(1) Gross profit divided by revenue
(2) Net earnings attributable to Company shareholders (�IPG Net Earnings�)
(3) These are non-GAAP financial measures defined below and accompanied by the reconciliation to the closest

GAAP financial measure. Refer to the section below entitled �Non-GAAP Financial Measures.�
(4) As disclosed in the Company�s press release on March 1, 2017, adjusted net earnings and adjusted earnings per

share for the interim and annual periods in fiscal 2014 and 2015, and the first three interim periods in fiscal 2016
were amended to correct a clerical error in the calculation of the income tax effect of the adjustments made in
determining Adjusted Net Earnings and Adjusted Earnings Per Share. For the purpose of a consistent presentation
of all periods, certain prior period amounts have been conformed to current period presentation. Refer to the
section below entitled �Non-GAAP Financial Measures.�

(5) Purchases of property, plant and equipment
(6) Refer to Note 5 � Income Taxes to the Company�s Financial Statements
(7) Current assets less current liabilities
(8) Borrowings, current and non-current, less cash
(9) Refer to the section below entitled �Liquidity�
(10) Current assets divided by current liabilities
(11) Borrowings, current and non-current, divided by adjusted EBITDA
(12) IPG Net Earnings divided by average total equity attributable to Company shareholders
(13) In thousands
2016 Share Prices

High Low Close ADV(1)

The Toronto Stock Exchange (CDN$)
Q1 18.96 15.46 18.61 133,288
Q2 21.75 18.09 21.08 150,962
Q3 23.72 20.06 22.64 124,173
Q4 25.74 20.51 25.18 143,488

(1) Represents average daily volume sourced from the Toronto Stock Exchange.
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Consolidated Quarterly Statements of Earnings

(In thousands of US dollars, except share and per share amounts)

(Unaudited)

1st Quarter 2nd Quarter
2016 2015 2014 2016 2015 2014

$ $ $ $ $ $
Revenue 190,816 189,009 199,948 201,517 196,586 202,925
Cost of sales 149,720 151,994 157,250 149,715 154,178 158,875

Gross profit 41,096 37,015 42,698 51,802 42,408 44,050

Gross margin 21.5% 19.6% 21.4% 25.7% 21.6% 21.7% 
Selling, general and administrative
expenses 23,384 18,127 18,980 26,282 22,253 20,561
Research expenses 2,542 2,066 2,074 2,734 2,141 1,667

25,926 20,193 21,054 29,016 24,394 22,228

Operating profit before
manufacturing facility closures,
restructuring and other related
charges 15,170 16,822 21,644 22,786 18,014 21,822
Manufacturing facility closures,
restructuring and other related
charges 1,733 660 1,384 2,090 142 1,020

Operating profit 13,437 16,162 20,260 20,696 17,872 20,802
Finance costs (income)
Interest 982 616 831 1,022 982 864
Other expense (income), net (91) (641) 352 411 395 370

892 (25) 1,183 1,433 1,377 1,234

Earnings before income tax
expense 12,545 16,187 19,077 19,263 16,495 19,568
Income tax expense
Current 2,076 1,063 457 3,197 1,249 1,062
Deferred 940 3,346 6,986 2,408 3,498 6,392

3,016 4,409 7,443 5,605 4,747 7,454

Net earnings 9,530 11,778 11,634 13,658 11,748 12,114

IPG Net Earnings 9,530 11,778 11,634 13,658 11,748 12,114
Non-controlling interest �  �  �  �  �  �  
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9,530 11,778 11,634 13,658 11,748 12,114

IPG Net Earnings per share
Basic 0.16 0.19 0.19 0.23 0.20 0.20
Diluted 0.16 0.19 0.19 0.22 0.19 0.19
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Consolidated Quarterly Statements of Earnings

(In thousands of US dollars, except share and per share amounts)

(Unaudited)

3rd Quarter 4th Quarter
2016 2015 2014 2016 2015 2014

$ $ $ $ $ $
Revenue 206,559 200,635 209,109 209,909 195,677 200,750
Cost of sales 161,705 157,838 168,447 156,174 149,885 164,527

Gross profit 44,854 42,797 40,662 53,735 45,792 36,223

Gross margin 21.7% 21.3% 19.4% 25.6% 23.4% 18.0% 
Selling, general and administrative
expenses 27,338 17,927 23,153 25,576 25,765 23,261
Research expenses 2,287 2,499 1,778 3,227 2,753 2,354

29,625 20,426 24,931 28,803 28,518 25,615

Operating profit before
manufacturing facility closures,
restructuring and other related
charges (recoveries) 15,229 22,371 15,731 24,932 17,274 10,608
Manufacturing facility closures,
restructuring and other related
charges (recoveries) 6,329 181 1,560 (7,744) 2,683 963

Operating profit 8,900 22,190 14,171 32,676 14,591 9,645
Finance costs (income)
Interest 1,158 919 867 1,236 1,036 2,069
Other expense (income), net 270 (651) 426 15 504 380

1,428 268 1,293 1,251 1,540 2,449

Earnings before income tax
expense (benefit) 7,472 21,922 12,878 31,425 13,051 7,196
Income tax expense (benefit)
Current 30 3,281 2,914 3,454 2,592 (768) 
Deferred 1,192 2,987 3,953 6,272 (7,033) 1,907

1,222 6,268 6,867 9,726 (4,441) 1,139

Net earnings 6,250 15,654 6,011 21,699 17,492 6,057

IPG Net Earnings 6,250 15,654 6,011 21,682 17,492 6,057
Non-controlling interest �  �  �  17 �  �  
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6,250 15,654 6,011 21,699 17,492 6,057

IPG Net Earnings per share
Basic 0.11 0.26 0.10 0.37 0.30 0.10
Diluted 0.10 0.26 0.10 0.36 0.29 0.10
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Overview

The Company operates in the global specialty packaging industry. The Company develops, manufactures and sells a
variety of paper and film based pressure sensitive and water-activated tapes, polyethylene and specialized polyolefin
packaging films, woven coated fabrics and complementary packaging systems for industrial and retail use. The
Company�s products primarily consist of: carton sealing tapes, including pressure sensitive and water-activated tapes;
industrial and performance specialty tapes, including masking, duct, electrical and reinforced filament tapes; shrink
film; stretch wrap; lumberwrap, structure fabrics and geomembrane fabrics; and non-manufactured flexible
intermediate bulk containers.

The Company reported a 7.3% increase in revenue for the fourth quarter of 2016 as compared to the fourth quarter of
2015 and a 3.4% increase in revenue for the year ended December 31, 2016 as compared to the year ended
December 31, 2015. The increase in revenue compared to the fourth quarter of 2015 was primarily due to increased
sales volume and additional revenue from the Powerband and TaraTape acquisitions, partially offset by a decrease in
average selling price, including the impact of product mix. The increase in revenue for the year ended December 31,
2016 compared to the year ended December 31, 2015 was primarily due to additional revenue from the Better
Packages, TaraTape and Powerband acquisitions (�Acquisitions�), increased sales volume and a decrease in the South
Carolina Commissioning Revenue Reduction (defined later in this document), partially offset by a decrease in average
selling price, including the impact of product mix. The Company estimates that its revenue for the fourth quarter and
year ended December 31, 2016 was negatively impacted by the South Carolina Flood (defined later in this document)
by approximately $5.0 million and $25.5 million, respectively, which is embedded in the changes in product mix and
sales volume.

Gross margin increased to 25.6% in the fourth quarter of 2016 compared to 23.4% in the fourth quarter of 2015
primarily due to insurance claim settlement proceeds (�Insurance Proceeds�) related to the South Carolina Flood and the
favourable impact of the Company�s manufacturing cost reduction programs. These favourable impacts were partially
offset by the non-recurrence of the reversal of a 2010 impairment for manufacturing equipment of $2.7 million
recorded in the fourth quarter of 2015. Gross margin increased to 23.7% in the year ended December 31, 2016 as
compared to 21.5% in 2015. Gross margin increased primarily due to Insurance Proceeds related to the South Carolina
Flood, the favourable impact of the Company�s manufacturing cost reduction programs, an increase in the spread
between selling prices and raw material costs, and the non-recurrence of South Carolina Duplicate Overhead Costs.
These favourable items were partially offset by the negative impact of the South Carolina Flood and an unfavourable
product mix.

The Company estimates that the South Carolina Flood had a net positive impact on its gross profit of approximately
$6.0 million in the fourth quarter and a net negative impact of $1.2 million for the year ended December 31, 2016. The
South Carolina Flood impacts are due to lost gross profit related to reductions in revenue as well as incremental costs
from alternative product sourcing net of Insurance Proceeds. In November 2016, the Company received a payment of
$19.5 million representing the remaining Insurance Proceeds due to the Company as part of the $30.0 million
settlement reached by the Company and its insurers in October 2016. The settlement was subject to a $0.5 million
deductible and covered substantially all of the claimed property and business interruption losses associated with the
South Carolina Flood. Approximately $2.1 million of Insurance Proceeds will be recognized as a benefit to gross
profit in the first quarter of 2017.

As part of its plan to realize operational synergies from the TaraTape acquisition completed in November 2015, the
Company set out a plan to close its Fairless Hills, Pennsylvania manufacturing facility and ceased production as of
December 31, 2016 (�TaraTape Closure�). In order to accommodate the related production volume, the Company has
leveraged production capacity in both its Carbondale, Illinois and Danville, Virginia manufacturing facilities, and will
continue to do so.    As a result of the TaraTape Closure, the Company increased its expectation of total annual
synergies from this transaction to between $4 and $6 million from the previous estimate of between $2 and $4 million
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of additional adjusted EBITDA (a non-GAAP financial measure as defined and reconciled later in this document) by
the end of 2017.
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Net earnings attributable to Company shareholders (�IPG Net Earnings�) for the year ended December 31, 2016
decreased to $51.1 million ($0.87 basic IPG Net Earnings per share and $0.85 diluted IPG Net Earnings per share)
from $56.7 million ($0.95 basic IPG Net Earnings per share and $0.93 diluted IPG Net Earnings per share) for the
year ended December 31, 2015. The decrease was primarily due to increases in (i) selling, general and administrative
expenses (�SG&A�) mainly due to share-based and variable compensation expenses and employee related costs to
support growth initiatives in the business, and (ii) income tax expense. These unfavourable impacts were partially
offset by an increase in gross profit.

IPG Net Earnings for the fourth quarter of 2016 increased to $21.7 million ($0.37 basic IPG Net Earnings per share
and $0.36 diluted IPG Net Earnings per share) from $17.5 million ($0.30 basic IPG Net Earnings per share and $0.29
diluted IPG Net Earnings per share) for the fourth quarter of 2015. The increase was primarily due to a decrease in
manufacturing facility closures, restructuring and other related charges and an increase in gross profit, both of which
were mainly due to Insurance Proceeds related to the South Carolina Flood. These favourable impacts were partially
offset by an increase in income tax expense.

Adjusted net earnings (a non-GAAP financial measure as defined and reconciled later in this document) for the year
ended December 31, 2016 increased to $59.7 million ($1.02 basic adjusted earnings per share and $0.99 diluted
adjusted earnings per share) from $57.6 million ($0.96 basic adjusted earnings per share and $0.94 diluted adjusted
earnings per share) for the year ended December 31, 2015. The increase was primarily due to an increase in gross
profit, partially offset by increases in (i) income tax expense and (ii) SG&A expenses mainly due to variable
compensation expense and employee related costs to support growth initiatives in the business.

Adjusted net earnings for the fourth quarter of 2016 increased to $18.0 million ($0.31 basic adjusted earnings per
share and $0.30 diluted adjusted earnings per share) from $16.7 million ($0.28 basic and diluted adjusted earnings per
share) for the fourth quarter of 2015. The increase was primarily due to an increase in gross profit, partially offset by
an increase in income tax expense.

Adjusted EBITDA increased to $119.5 million for the year ended December 31, 2016 from $102.0 million for the year
ended December 31, 2015. The increase was primarily due to an increase in gross profit, partially offset by an increase
in SG&A mainly due to variable compensation expense and employee related costs to support growth initiatives in the
business.

Adjusted EBITDA increased to $35.3 million for the fourth quarter of 2016 from $24.6 million for the fourth quarter
of 2015. The increase was primarily due to an increase in gross profit.

In 2016, the Board of Directors amended the Company�s quarterly dividend policy to increase the annualized dividend
by 7.7% from $0.52 to $0.56 per common share based on the Company�s strong financial position and positive
outlook.

On March 8, 2017, the Board of Directors declared a dividend of $0.14 per common share payable on March 31, 2017
to shareholders of record at the close of business on March 21, 2017.

Powerband Acquisition

On September 16, 2016, the Company, under a Share Purchase Agreement dated September 2, 2016, completed the
purchase of 74% of the issued and outstanding shares in Powerband Industries Private Limited (doing business as
�Powerband�), a global supplier of acrylic adhesive-based carton sealing tapes and stretch films located in Daman,
India. The remaining 26% will continue to be held by the Desai family which founded the Company in 1994. The
Powerband acquisition is intended to further extend the Company�s product offering and presence in the global
packaging market. Powerband generated approximately $32 million of revenue in its most recently completed fiscal
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year and it is expected that these acquired operations will be accretive to IPG Net Earnings. The Company paid in
cash, funded primarily from the Company�s Revolving Credit Facility (defined later in this document), a purchase
price of $41.9 million.
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The Company has approved a plan to expand the production capacity within the Daman, India manufacturing facility
and to expand capacity by investing in the construction of a greenfield manufacturing facility in India (�Powerband
Investment Projects�). Capital expenditures for the Powerband Investment Projects are currently estimated to total
approximately $20 million, and the Projects� after-tax internal rates of return are expected to exceed the Company�s
hurdle rate of 15%. The Company is planning for the additional capacity in the current manufacturing facility to be
completed by mid-2017 while the greenfield facility is expected to be operating in 2018.

The impact of the Powerband acquisition on the Company�s earnings was as follows (in millions of US dollars,
unaudited):

Three months ended
December 31,

2016

September 16, 2016 through
December 31,

2016
$ $

Revenue 7.6 7.6
IPG Net Earnings 0.1 0.1

Columbia, South Carolina Flood Update

On October 4, 2015, the Columbia, South Carolina manufacturing facility was damaged by significant rainfall and
subsequent severe flooding (�South Carolina Flood�). The damages sustained were considerable and resulted in the
facility being shut down permanently eight to nine months in advance of the planned shut down. Also as a result of the
damage, production of masking tape was relocated to the Company�s Blythewood, South Carolina facility and
temporarily to the Marysville, Michigan facility.

In October 2016, the Company and its insurers reached a settlement for the outstanding property and business
interruption claims in the amount of $30.0 million, subject to a $0.5 million deductible, covering substantially all of
the claimed losses associated with the South Carolina Flood. The settlement resulted in a payment of $19.5 million to
the Company in November 2016 and a significant net positive impact on IPG Net Earnings of approximately
$9.2 million in the fourth quarter of 2016. The Company has received a total of $29.5 million in Insurance Proceeds of
which $5.0 million was recorded in manufacturing facility closures, restructuring and other related charges in the
fourth quarter of 2015 and $12.6 million and $9.8 million were recorded in cost of sales and manufacturing facility
closures, restructuring and other related charges, respectively, in 2016. The remaining $2.1 million will be recognized
as a benefit to cost of sales in the first quarter of 2017.

The Company estimates that the South Carolina Flood had the following impacts on its results:

� Reductions in revenue of approximately $5.0 million and $25.5 million for the fourth quarter and year ended
December 31, 2016, respectively, related to lost sales of masking tape and stencil products, and including
$0.3 million and $3.7 million in quality-related masking tape product returns for the fourth quarter and year
ended December 31, 2016, respectively. The masking tape product returns are expected to be non-recurring
and the cause has been attributed to the required acceleration of the commercialization of these products
following the South Carolina Flood;

� Improvement in gross profit of approximately $6.0 million and reduction in gross profit of approximately
$1.2 million for the fourth quarter and year ended December 31, 2016, respectively, as a result of Insurance

Edgar Filing: INTERTAPE POLYMER GROUP INC - Form 6-K

16



Proceeds of $8.1 million and $12.6 million for the fourth quarter and year ended December 31, 2016,
respectively, included in cost of sales offsetting the negative impacts of the South Carolina Flood;

� Improvements in manufacturing facility closures, restructuring and other related recoveries totalling
$8.9 million and $4.9 million for the fourth quarter and year ended December 31, 2016, respectively, as a
result of Insurance Proceeds of $9.3 million and $9.8 million for the fourth quarter and year ended
December 31, 2016, respectively, included in this caption offsetting the negative impacts of the South
Carolina Flood;
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� Improvements in IPG Net Earnings of approximately $9.2 million and $2.3 million for the fourth quarter and
year ended December 31, 2016, respectively, as a result of Insurance Proceeds totalling $17.4 million and
$22.4 million recognized in earnings during the fourth quarter and year ended December 31, 2016,
respectively, offsetting the negative impacts of the South Carolina Flood;

� Improvement in adjusted EBITDA of approximately $6.0 million and reduction in adjusted EBITDA of
approximately $0.9 million for the fourth quarter and year ended December 31, 2016, respectively; and

� Improvement in adjusted net earnings of approximately $3.7 million and reduction in adjusted net earnings
of $0.8 million for the fourth quarter and year ended December 31, 2016, respectively.

The impact on gross profit, IPG Net Earnings, adjusted net earnings and adjusted EBITDA includes lost gross profit
on lost sales and quality-related masking tape product returns discussed above, as well as incremental costs from
temporary alternative product sourcing net of Insurance Proceeds received and recognized in earnings to date. Also
included in the IPG Net Earnings impact above is manufacturing facility closures, restructuring and other related
recoveries which includes charges for site clean-up, damage to property and insurance claim preparation costs, offset
by the Insurance Proceeds.

The Company expects the South Carolina Flood to continue to have some negative impact on results during the
ongoing effort to restore masking tape and stencil product sales, including the related production processes, to
pre-flood conditions. The remaining $2.1 million of Insurance Proceeds are expected to partially offset these negative
impacts in the first quarter of 2017, however, at this time, it is not possible to predict the extent and timing of the
recovery of these lost sales. The Company continues to aggressively re-establish its production processes and pursue
opportunities to recapture the lost sales and expects these efforts will most likely result in improvement in results over
time.

South Carolina Project Update

The �South Carolina Project� refers to the previously announced relocation and modernization of the Company�s
Columbia, South Carolina manufacturing operation. This project primarily involved moving the Company�s duct tape
and masking tape production to a new state-of-the-art facility in Blythewood, South Carolina as well as moving
flatback tape production to the Company�s existing facility in Marysville, Michigan. �South Carolina Duplicate
Overhead Costs� refers to temporary operating cost increases related to operating both plants in South Carolina
simultaneously and performing planned actions to mitigate risk associated with new technology, including
state-of-the-art equipment, to support the South Carolina Project. �South Carolina Commissioning Revenue Reduction�
refers to the sales attributed to the commissioning efforts of the production lines that were accounted for as a reduction
of revenue and a corresponding reduction of the cost of the South Carolina Project. In addition, unless otherwise
noted, the impact of the South Carolina Commissioning Revenue Reduction on gross profit and capital expenditures is
not significant due to the requirement to offset this revenue with the associated cost of sales in the reclassification of
the related gross profit as a reduction of the capital expenditures.

The Blythewood, South Carolina manufacturing facility�s duct tape production continued to have a net positive impact
on gross profit and adjusted EBITDA in the fourth quarter and year ended December 31, 2016. In regards to masking
tape production, the Company continues to work towards optimizing the related production processes, reducing
inefficiencies and eliminating certain quality issues in relation to one of the masking tape products. These masking
tape production inefficiencies largely offset the cost savings realized by the duct tape production resulting in a positive
impact to the results realized in the fourth quarter and year ended December 31, 2016 of $1.0 million and $3.0 million,
respectively. This represents a significant incremental net positive impact on gross profit and adjusted EBITDA in
2016 when compared to the net negative impact realized in 2015, and is in line with the Company�s guidance stating
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that the Company expected to realize a higher net positive impact in the fourth quarter as compared to the third quarter
of 2016.
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The table below presents the impact of the South Carolina Project on gross profit and adjusted EBITDA:

Three months ended
December 31,

Year ended
December 31,

2016 2015 2016 2015 2014
$ $ $ $ $

Project savings (costs), net of production ramp-up inefficiencies 1.0 (0.0) 3.0 (1.9) �  
South Carolina Duplicate Overhead Costs �  �  �  (4.3) (3.5) 

Impact on gross profit 1.0 (0.0) 3.0 (6.2) (3.5) 
Addback: Non-cash South Carolina Duplicate Overhead Costs �  �  �  0.4 0.7

Impact on adjusted EBITDA 1.0 (0.0) 3.0 (5.8) (2.8) 
The Company recorded nil and $6.3 million in the fourth quarter and year ended December 31, 2016, respectively, for
the South Carolina Commissioning Revenue Reduction. As previously stated, the impact of the South Carolina
Commissioning Revenue Reduction on gross profit is not significant due to the requirement to offset this revenue with
the associated cost of sales in the reclassification of the related gross profit as a reduction of the capital expenditures.

As of December 31, 2016, capital expenditures for the South Carolina Project since inception totalled $60.7 million.
South Carolina Project capital expenditures recorded were nil and $3.7 million for the fourth quarter and year ended
December 31, 2016, respectively.

The Company continues to work aggressively on optimizing the masking tape production process mainly through
minimization of production waste and machine downtime as well as achieving target quality levels on one of the
masking tape products. While the annualized run-rate of the net savings increased in the fourth quarter of 2016 as
compared to the third quarter of 2016, the Company did not achieve its previously-stated estimate of approximately
$13 million of annualized savings by the beginning of 2017. The challenges that continue to be faced in regards to the
production waste and machine downtime related to masking tape production are expected to improve incrementally
over time due to the Company�s ongoing efforts, but it is uncertain if and when the Company will realize net savings
that approach the previous estimate of approximately $13 million.

Despite the ongoing challenges faced in the South Carolina Project, the Company strongly believes that this leap in
technological capability in terms of production efficiency, capacity and environmental footprint will benefit the
Company�s operations and competitive position in the long term. As such, the Company remains committed to the
Project. At this time, it is not expected that a material amount of additional capital expenditures will be required to
achieve further improvement.

Outlook

� The Company expects gross margin for 2017 to be between 23% and 24%.

� Adjusted EBITDA for 2017 is expected to be between $127 and $137 million.

� Manufacturing cost reductions for 2017 are expected to be between $10 and $12 million.
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� Total capital expenditures for 2017 are expected to be between $75 and $85 million.

� The Company expects a 25% to 30% effective tax rate for 2017 and cash taxes paid in 2017 to be
approximately half of the income tax expense in 2017, excluding the potential impact of any significant tax
reform legislation and changes in the mix of earnings between jurisdictions.

� Revenue, gross margin and adjusted EBITDA in the first quarter of 2017 are expected to be greater than in
the first quarter of 2016.
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Results of Operations

Revenue

Revenue for the year ended December 31, 2016 totalled $808.8 million, a $26.9 million or 3.4% increase from
$781.9 million for the year ended December 31, 2015 primarily due to:

� Additional revenue of $31.3 million due to the Acquisitions; and

� An increase in sales volume, excluding the Acquisitions, of approximately 1.7% or $13.3 million primarily
due to increased demand for the Company�s tape and woven products. The Company believes that the
increased sales volume was primarily due to:

� growth in the carton sealing tape product offerings; and

� growth in the building and construction market;
Partially offset by:

� a decrease in certain tape product sales due to the South Carolina Flood.

� A lower South Carolina Commissioning Revenue Reduction of $4.6 million in 2016 as compared to
$11.0 million in 2015;

Partially offset by:

� A decrease in average selling price, including the impact of product mix, of approximately 2.9% or
$22.3 million due to:

� an unfavourable product mix variance primarily in the Company�s woven and tape product
categories;

� lower selling prices mainly driven by lower petroleum-based raw material costs; and

� an unfavourable foreign exchange impact (�FX impact�) of approximately $2.0 million.
The Company estimates that its revenue for the year ended December 31, 2016 was negatively impacted by the South
Carolina Flood by approximately $25.5 million, which is embedded in the changes in product mix and sales volume.
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Revenue for the year ended December 31, 2015 totalled $781.9 million, a $30.8 million or 3.8% decrease from
$812.7 million for the year ended December 31, 2014 primarily due to:

� A decrease in average selling price, including the impact of product mix, of approximately 6% or
$49.2 million due to:

� an unfavourable product mix variance primarily in the Company�s tape and woven product
categories;

� an unfavourable FX impact of approximately $13.3 million; and

� lower selling prices mainly driven by lower petroleum-based raw material costs.

� The South Carolina Commissioning Revenue Reduction of $11.0 million in 2015 (nil in 2014);
Partially offset by:

� Additional revenue of $17.7 million due to the Better Packages and TaraTape acquisitions (�2015
Acquisitions�); and

� An increase in sales volume, excluding the 2015 Acquisitions, of approximately 1.4% or $11.6 million
primarily due to increased demand for the Company�s tape and woven products. The Company believes that
the increased sales volume was primarily due to:

� growth in the carton sealing tape product offerings; and

� growth in the building and construction market;
Partially offset by:

� a decrease in certain tape product sales due to the South Carolina Flood.
The Company estimates that its revenue for the year ended December 31, 2015 was negatively impacted by the South
Carolina Flood by approximately $8.6 million, which is embedded in the changes in product mix and sales volume.
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Revenue for the fourth quarter of 2016 totalled $209.9 million, a $14.2 million or 7.3% increase from $195.7 million
for the fourth quarter of 2015 primarily due to:

� An increase in sales volume, excluding the Powerband and TaraTape acquisitions, of approximately 4.5% or
$9.8 million due to an increase in demand for certain tape and woven products. The Company believes that
the increased sales volume was primarily due to:

� growth in the carton sealing tape product offerings;

� an increase in certain tape product sales due to the non-recurrence of the South Carolina Flood;
and

� growth in the building and construction markets;

� Additional revenue of $8.7 million due to the Powerband and TaraTape acquisitions;
Partially offset by:

� A decrease in average selling price, including the impact of product mix, of approximately 2.2% or
$4.3 million primarily due to:

� an unfavourable product mix in the Company�s tape and woven product categories;
Partially offset by:

� price increases in certain film and tape product sales.
The Company estimates that its revenue for the fourth quarter of 2016 and 2015 was negatively impacted by the South
Carolina Flood by approximately $5.0 million and $8.6 million, respectively, which is embedded in the changes in
product mix and sales volume.

Revenue for the fourth quarter of 2016 totalled $209.9 million, a $3.4 million or 1.6% increase from $206.6 million
for the third quarter of 2016 primarily due to:

� Additional revenue of $7.6 million due to the Powerband acquisition; and

� An increase in sales volume, excluding the Powerband acquisition, of approximately 0.7% or $1.5 million
primarily due to increased demand for certain tape products. The Company believes that the increased sales
volume was primarily due to seasonally higher volume across the carton sealing tape product offerings;
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Partially offset by:

� A decrease in average selling price, including the impact of product mix, of approximately 2.8% or
$5.7 million due to:

� an unfavourable product mix variance primarily in the Company�s tape products;
Partially offset by:

� price increases in certain film product sales.
The Company estimates that its revenue for the third and fourth quarters of 2016 was negatively impacted by the
South Carolina Flood by approximately $9.9 million and $5.0 million, respectively, which is embedded in the changes
in product mix and sales volume.

Gross Profit and Gross Margin

Gross profit totalled $191.5 million for the year ended December 31, 2016, a $23.5 million or 14.0% increase from
$168.0 million for the year ended December 31, 2015. Gross margin was 23.7% in 2016 and 21.5% in 2015.

� Gross profit increased primarily due to Insurance Proceeds related to the South Carolina Flood, the
favourable impact of the Company�s manufacturing cost reduction programs, an increase in the spread
between selling prices and raw material costs, and additional gross profit from the Acquisitions. These
favourable items were partially offset by the negative impact of the South Carolina Flood, an unfavourable
product mix variance, and the non-recurrence of the reversal of a 2010 impairment for manufacturing
equipment of $2.7 million recorded in the fourth quarter of 2015.
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� Gross margin increased primarily due to Insurance Proceeds related to the South Carolina Flood, the
favourable impact of the Company�s manufacturing cost reduction programs, an increase in the spread
between selling prices and raw material costs, and the non-recurrence of South Carolina Duplicate Overhead
Costs. These favourable items were partially offset by the negative impact of the South Carolina Flood and
an unfavourable product mix.

Gross profit totalled $168.0 million for the year ended December 31, 2015, a $4.4 million or 2.7% increase from
$163.6 million for the year ended December 31, 2014. Gross margin was 21.5% in 2015 and 20.1% in 2014.

� Gross profit increased primarily due to an increase in the spread between selling prices and lower raw
material costs, the favourable impact of the Company�s manufacturing cost reduction programs and
additional gross profit from the Better Packages acquisition. These favourable items were partially offset by
an unfavourable product mix variance, an unfavourable FX impact and an increase in manufacturing
inefficiencies mainly in relation to the South Carolina Project.

� Gross margin increased primarily due to an increase in the spread between selling prices and raw material
costs and the favourable impact of the Company�s manufacturing cost reduction programs, partially offset by
an unfavourable product mix, an increase in manufacturing inefficiencies mainly related to the South
Carolina Project and the decision to change manufacturing locations of certain products to meet customers�
demand.

Gross profit totalled $53.7 million for the fourth quarter of 2016, a $7.9 million or 17.3% increase from $45.8 million
for the fourth quarter of 2015. Gross margin was 25.6% in the fourth quarter of 2016 and 23.4% in the fourth quarter
of 2015.

� Gross profit increased primarily due to Insurance Proceeds related to the South Carolina Flood, the
favourable impact of the Company�s manufacturing cost reduction programs, additional gross profit from the
Acquisitions, and the increase in volume. These favourable items were partially offset by the non-recurrence
of the reversal of a 2010 impairment for manufacturing equipment of $2.7 million recorded in the fourth
quarter of 2015.

� Gross margin increased primarily due to Insurance Proceeds related to the South Carolina Flood and the
favourable impact of the Company�s manufacturing cost reduction programs. These favourable items were
partially offset by the non-recurrence of the reversal of a 2010 impairment for manufacturing equipment of
$2.7 million recorded in the fourth quarter of 2015.

Gross profit totalled $53.7 million for the fourth quarter of 2016, a $8.9 million or 19.8% increase from $44.9 million
for the third quarter of 2016. Gross margin was 25.6% in the fourth quarter of 2016 and 21.7% in the third quarter of
2016. Gross profit and gross margin increased primarily due to Insurance Proceeds related to the South Carolina Flood
and a reduction in the unfavourable impact of the South Carolina Flood, partially offset by an unfavourable product
mix.

Selling, General and Administrative Expenses

SG&A totalled $102.6 million for the year ended December 31, 2016, an $18.5 million or 22.0% increase from
$84.1 million for the year ended December 31, 2015. The increase was primarily due to (i) an increase in share-based
and variable compensation expenses, (ii) an increase in employee related costs primarily to support growth initiatives
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in the business, (iii) additional SG&A resulting from the Acquisitions and (iv) a provision for the settlement of the
outstanding litigation with the Company�s former Chief Financial Officer (�CFO�) recorded in the third quarter of 2016
(�Litigation Settlement�).

SG&A totalled $84.1 million for the year ended December 31, 2015, a $1.9 million or 2.3% decrease from
$86.0 million for the year ended December 31, 2014. The decrease was primarily due to a decrease in share-based and
variable compensation expenses as well as a favourable FX impact. These decreases were partially offset by the 2015
Acquisitions and an increase in employee costs, including health related costs. The increase in employee costs was
primarily to support the expected growth of the business.
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As a percentage of revenue, SG&A expenses represented 12.7%, 10.8%, and 10.6% for 2016, 2015 and 2014,
respectively.

SG&A for the fourth quarter of 2016 totalled $25.6 million, a $0.2 million or 0.7% decrease from $25.8 million for
the fourth quarter of 2015. The decrease was primarily due to a decrease in variable and share-based compensation
expenses and litigation related professional fees, partially offset by an increase in employee related costs to support
growth initiatives in the business and additional SG&A resulting from the Powerband acquisition.

SG&A for the fourth quarter of 2016 decreased $1.8 million or 6.4% from $27.3 million in the third quarter of 2016.
The decrease was primarily due to the provision for the Litigation Settlement recorded in the third quarter and a
decrease in share-based compensation expense, partially offset by additional SG&A resulting from the Powerband
acquisition.

Research Expenses

The Company continues to focus its research efforts on potential new products, technology, manufacturing processes
and formulations for existing products. Research expenses totalled $10.8 million for the year ended December 31,
2016, a $1.3 million or 14.1% increase from $9.5 million for the year ended December 31, 2015. The increase was
primarily to support product development initiatives.

Research expenses totalled $9.5 million for the year ended December 31, 2015, a $1.6 million or 20.1% increase from
$7.9 million for the year ended December 31, 2014. The increase was primarily due to ongoing efforts to support the
South Carolina Project and other manufacturing cost reduction programs.

Research expenses for the fourth quarter of 2016 totalled $3.2 million, a $0.5 million or 17.3% increase from
$2.8 million for the fourth quarter of 2015, and a $0.9 million or 41.2% increase from $2.3 million for the third
quarter of 2016. These increases were primarily to support product development initiatives.

As a percentage of revenue, research expenses represented 1.3%, 1.2% and 1.0% for 2016, 2015 and 2014,
respectively.

Manufacturing Facility Closures, Restructuring and Other

As part of its plan to realize operational synergies from the TaraTape acquisition completed in November 2015, the
Company set out a plan to close its Fairless Hills, Pennsylvania manufacturing facility and ceased production as of
December 31, 2016. In order to accommodate the related production volume, the Company has leveraged production
capacity in both its Carbondale, Illinois and Danville, Virginia manufacturing facilities and will continue to do
so.    As a result of the TaraTape Closure, the Company increased its expectation of total annual synergies from this
transaction to between $4 and $6 million from the previous estimate of between $2 and $4 million of additional
adjusted EBITDA by the end of 2017. In 2016, the Company recorded $6.0 million, which included $4.0 million in
non-cash charges related to impairment of property, plant and equipment, intangible assets and inventory and
$1.9 million in cash charges related to termination benefits, facility restoration costs and other commitments. The
Company expects to incur an additional $1 to $2 million mainly in cash charges related primarily to idle facility and
equipment relocation costs in 2017.

Manufacturing facility closures, restructuring and other related charges totalled $2.4 million for the year ended
December 31, 2016, a $1.3 million decrease from $3.7 million for the year ended December 31, 2015. The decrease
was primarily due to (i) the benefit from Insurance Proceeds, (ii) a reduction in South Carolina Flood charges, and
(iii) a reduction in South Carolina Project charges mostly due to the non-recurrence of termination benefits. These
decreases were partially offset by TaraTape Closure charges of $6.0 million. The charges recorded in 2016 for the
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South Carolina Flood primarily include site clean-up, damage to property and insurance claim preparation costs
totalling approximately $4.9 million. These charges were offset by Insurance Proceeds of $9.8 million for a net benefit
of $4.9 million.
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Manufacturing facility closures, restructuring and other related charges totalled $3.7 million for the year ended
December 31, 2015, a $1.3 million decrease from $4.9 million for the year ended December 31, 2014. The decrease
was primarily due to the non-recurrence of $1.0 million and $0.7 million in charges related to the closure of the
Richmond, Kentucky manufacturing facility and the relocation of the Langley, British Columbia manufacturing
facility to Delta, British Columbia, respectively. The charges recorded in 2015 were primarily related to the South
Carolina Project of $1.5 million and the South Carolina Flood of $1.5 million. The South Carolina Project costs
primarily include workforce retention and idle facility costs, partially offset by a reversal of impairment on equipment.
The South Carolina Flood charges of $1.5 million primarily relate to a total of $6.5 million of damaged inventory,
clean-up and idle facility costs and impaired property, plant and equipment, partially offset by Insurance Proceeds of
$5.0 million.

Manufacturing facility closures, restructuring and other related recoveries totalled $7.7 million for the fourth quarter
of 2016, a $10.4 million improvement from $2.7 million in charges for the fourth quarter of 2015. The improvement
was primarily due to Insurance Proceeds of $9.3 million in the fourth quarter of 2016 as compared to $5.0 million in
2015, coupled with a reduction in charges associated with the South Carolina Flood in the fourth quarter of 2016.

Manufacturing facility closures, restructuring and other related recoveries improved $14.1 million from $6.3 million
in charges for the third quarter of 2016. The improvement was primarily due to the Insurance Proceeds of $9.3 million
relating to the South Carolina Flood and a reduction in charges associated with the TaraTape Closure. The charges
recorded in the third quarter of 2016 are primarily related to the TaraTape Closure impairments discussed above and
site clean-up and idle facility costs related to the South Carolina Flood.

Finance Costs

Finance costs totalled $5.0 million for the year ended December 31, 2016, a $1.8 million or 58.3% increase from
$3.2 million for the year ended December 31, 2015. The increase was primarily due to an increase in interest expense
in 2016 and lower foreign exchange gains in 2016 compared to 2015. The interest expense increased due to a higher
average amount of debt outstanding and a higher average cost of debt.    

Finance costs totalled $3.2 million for the year ended December 31, 2015, a $3.0 million or 48.7% decrease from
$6.2 million for the year ended December 31, 2014. The decrease was primarily due to (i) foreign exchange gains in
2015, compared to foreign exchange losses in 2014 and (ii) a decrease in debt issue costs expensed in 2015 as a result
of replacing the Company�s $200 million asset-based loan facility (�ABL facility�) with a new five-year $300 million
revolving credit facility (�Revolving Credit Facility�) and the prepayment of certain other debt in 2014.

Finance costs for the fourth quarter of 2016 totalled $1.3 million, a $0.3 million or 18.7% decrease from $1.5 million
for the fourth quarter of 2015. The decrease was primarily due to foreign exchange gains in the fourth quarter of 2016,
compared to foreign exchange losses in the fourth quarter of 2015. This decrease was partially offset by higher interest
expense as a result of a higher average amount of debt outstanding in the fourth quarter of 2016.

Finance costs decreased $0.2 million or 12.3% in the fourth quarter of 2016 from $1.4 million for the third quarter of
2016. The decrease was primarily due to foreign exchange gains in the fourth quarter of 2016, compared to foreign
exchange losses during the third quarter of 2016.
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Income Taxes

The Company is subject to income taxation in multiple tax jurisdictions around the world. Accordingly, the Company�s
effective tax rate fluctuates depending on the geographic source of its earnings. The Company�s effective tax rate is
also impacted by tax planning strategies that the Company implements. Income tax expense is recognized in each
interim period based on the best estimate of the weighted average annual income tax rate expected for the full
financial year.

The table below reflects the calculation of the Company�s effective tax rate (in millions of US dollars):

Three months ended
December 31,

Year ended
December 31,

2016 2015 2016 2015 2014
$ $ $ $ $

Income tax expense (benefit) 9.7 (4.4) 19.6 11.0 22.9
Earnings before income tax expense (benefit) 31.4 13.1 70.7 67.7 58.7
Effective tax rate 31.0% -34.0% 27.7% 16.2% 39.0% 
The increase in the effective tax rate for 2016 compared to 2015 is primarily due to (i) the non-recurrence of the tax
benefits recorded in 2015 to recognize previously derecognized Canadian deferred tax assets, (ii) the non-recurrence
of the tax benefits recorded in 2015 to decrease the deferred tax liability related to previously impaired property, plant
and equipment, and (iii) an unfavourable change in the mix of earnings between jurisdictions. The decrease in the
effective tax rate for 2015 compared to 2014 is primarily due to a favourable change in the mix of earnings between
jurisdictions and the recognition of previously derecognized Canadian deferred tax assets.

As compared to the fourth quarter of 2015, the effective tax rate for the fourth quarter of 2016 increased primarily due
to the non-recurrence of the tax benefits recorded in the fourth quarter of 2015 to (i) recognize previously
derecognized Canadian deferred tax assets and (ii) decrease the deferred tax liability related to previously impaired
property, plant and equipment.

IPG Net Earnings

IPG Net Earnings totalled $51.1 million for the year ended December 31 2016, a $5.6 million decrease from
$56.7 million for the year ended December 31, 2015. The decrease was primarily due to increases in SG&A and
income tax expense, partially offset by an increase in gross profit. The Company estimates that its IPG Net Earnings
for 2016 were positively impacted by the South Carolina Flood by approximately $2.3 million as a result of Insurance
Proceeds totalling $22.4 million offsetting the negative net earnings impact of the South Carolina Flood.

IPG Net Earnings totalled $56.7 million for the year ended December 31 2015, a $20.8 million increase from
$35.8 million for the year ended December 31, 2014. The increase was primarily due to the recognition of previously
derecognized Canadian deferred tax assets, a decrease in finance costs, and an increase in gross profit. The Company
estimates that its IPG Net Earnings for 2015 were negatively impacted by the South Carolina Flood by approximately
$2.8 million, net of the benefit from Insurance Proceeds totalling $5.0 million.

IPG Net Earnings for the fourth quarter of 2016 totalled $21.7 million, a $4.2 million increase from $17.5 million for
the fourth quarter of 2015. The increase was primarily due to a decrease in manufacturing facility closure charges and
an increase in gross profit, both of which were mainly due to South Carolina Flood Insurance Proceeds of
$17.4 million in the fourth quarter 2016 as compared to $5.0 million recognized in the fourth quarter of 2015, partially
offset by an increase in income tax expense.    The Company estimates that its IPG Net Earnings for the fourth quarter
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of 2016 were positively impacted by the South Carolina Flood by approximately $9.2 million as a result of Insurance
Proceeds offsetting the negative net earnings impact of the South Carolina Flood.
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IPG Net Earnings for the fourth quarter of 2016 increased $15.4 million from $6.3 million for the third quarter of
2016. The increase was primarily due to a decrease in manufacturing facility closure charges and an increase in gross
profit, both of which were mainly due to South Carolina Flood Insurance Proceeds of $17.4 million, partially offset by
an increase in income tax expense mainly due to higher earnings.

Non-GAAP Financial Measures

This MD&A contains certain non-GAAP financial measures as defined under applicable securities legislation,
including EBITDA, adjusted EBITDA, adjusted net earnings (loss), adjusted earnings (loss) per share, leverage ratio
and free cash flows (please see the �Cash Flows� section below for a description and reconciliation of free cash flows).
The Company believes such non-GAAP financial measures improve the period-to-period comparability of the
Company�s results by providing more insight into the performance of ongoing core business operations. As required by
applicable securities legislation, the Company has provided definitions of those measures and reconciliations of those
measures to the most directly comparable GAAP financial measures. Investors and other readers are encouraged to
review the related GAAP financial measures and the reconciliation of non-GAAP financial measures to their most
directly comparable GAAP financial measures set forth below and should consider non-GAAP financial measures
only as a supplement to, and not as a substitute for or as a superior measure to, measures of financial performance
prepared in accordance with GAAP.

Adjusted Net Earnings (Loss)

A reconciliation of the Company�s adjusted net earnings (loss), a non-GAAP financial measure, to IPG Net Earnings,
the most directly comparable GAAP financial measure, is set out in the adjusted net earnings (loss) reconciliation
table below. Adjusted net earnings (loss) should not be construed as IPG Net Earnings as determined by GAAP. The
Company defines adjusted net earnings (loss) as IPG Net Earnings before the controlling interest portion of
(i) manufacturing facility closures, restructuring and other related charges (recoveries); (ii) share-based compensation
expense (benefit); (iii) impairment of goodwill; (iv) impairment (reversal of impairment) of long-lived assets and
other assets; (v) write-down on assets classified as held-for-sale; (vi) (gain) loss on disposal of property, plant and
equipment; (vii) other discrete items as shown in the table below; and (viii) the income tax effect of these items. The
term �adjusted net earnings (loss)� does not have any standardized meaning prescribed by GAAP and is therefore
unlikely to be comparable to similar measures presented by other issuers. Adjusted net earnings (loss) is not a
measurement of financial performance under GAAP and should not be considered as an alternative to IPG Net
Earnings as an indicator of the Company�s operating performance or any other measures of performance derived in
accordance with GAAP. The Company has included this non-GAAP financial measure because it believes that it
allows investors to make a more meaningful comparison of the Company�s performance between periods presented by
excluding certain non-cash expenses and non-recurring expenses.

Adjusted earnings (loss) per share is also presented in the following table and is a non-GAAP financial measure.
Adjusted earnings (loss) per share should not be construed as IPG Net Earnings per share as determined by GAAP.
The Company defines adjusted earnings (loss) per share as adjusted net earnings (loss) divided by the weighted
average number of common shares outstanding, both basic and diluted. The term �adjusted earnings (loss) per share�
does not have any standardized meaning prescribed by GAAP and is therefore unlikely to be comparable to similar
measures presented by other issuers. Adjusted earnings (loss) per share is not a measurement of financial performance
under GAAP and should not be considered as an alternative to IPG Net Earnings per share as an indicator of the
Company�s operating performance or any other measures of performance derived in accordance with GAAP. The
Company has included this non-GAAP financial measure because it believes that it allows investors to make a more
meaningful comparison of the Company�s performance between periods presented by excluding certain non-cash
expenses and non-recurring expenses.
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Adjusted Net Earnings Reconciliation to IPG Net Earnings(1)

(In millions of US dollars, except per share amounts and share numbers)

(Unaudited)

Three months ended
December 31,

Year ended
December 31,

2016 2015 2016 2015 2014
$ $ $ $ $

IPG Net Earnings 21.7 17.5 51.1 56.7 35.8
Manufacturing facility closures,
restructuring and other related charges
(recoveries) (7.7) 2.7 2.4 3.7 4.9
Share-based compensation expense 1.6 2.3 8.2 3.2 6.2
Impairment (reversal of impairment) of
long-lived assets and other assets 0.1 (5.8) 0.2 (5.8) 0.1
Loss (gain) on disposal of property, plant
and equipment 0.0 0.2 0.1 (0.8) (0.1) 
Other Item: Litigation Settlement �  �  1.9 �  �  
Other Item: Brantford Pension Charge (2) �  �  �  �  1.6
Income tax effect of these items 2.4 (0.2) (4.3) 0.6 (3.8) 

Adjusted net earnings 18.0 16.7 59.7 57.6 44.8

IPG Net Earnings per share
Basic 0.37 0.30 0.87 0.95 0.59
Diluted 0.36 0.29 0.85 0.93 0.58

Adjusted earnings per share
Basic 0.31 0.28 1.02 0.96 0.74
Diluted 0.30 0.28 0.99 0.94 0.72

Weighted average number of common
shares outstanding
Basic 58,899,366 58,802,897 58,727,751 59,690,968 60,718,776
Diluted 60,746,886 60,316,201 60,369,227 61,110,633 62,060,923

(1) As disclosed in the Company�s press release on March 1, 2017, adjusted net earnings and adjusted earnings per
share for the interim and annual periods in fiscal 2014 and 2015, and the first three interim periods in fiscal 2016
were amended to correct a clerical error in the calculation of the income tax effect caption. For the purpose of a
consistent presentation of all periods, certain prior period amounts have been conformed to current period
presentation.

(2) The �Brantford Pension Charge� refers to a charge recorded in the third and fourth quarters of 2014 related to the
settlement of the former Brantford, Ontario manufacturing facility pension plan.

Adjusted net earnings totalled $59.7 million for the year ended December 31, 2016, an $2.1 million increase from
$57.6 million for the year ended December 31, 2015. The increase was primarily due to an increase in gross profit,
partially offset by increases in income tax expense and SG&A. The Company estimates that its adjusted net earnings

Edgar Filing: INTERTAPE POLYMER GROUP INC - Form 6-K

35



for 2016 were negatively impacted by the South Carolina Flood by approximately $0.8 million net of the benefit from
Insurance Proceeds.

Adjusted net earnings totalled $57.6 million for the year ended December 31, 2015, a $12.8 million increase from
$44.8 million for the year ended December 31, 2014. The increase was primarily due to the recognition of previously
derecognized Canadian deferred tax assets and decreases in finance costs and variable compensation expenses,
partially offset by a decrease in gross profit, an increase in certain other SG&A expenses, and an increase in research
expenses primarily associated with the South Carolina Project. The Company estimates that its adjusted net earnings
for 2015 were negatively impacted by the South Carolina Flood by approximately $1.8 million.
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Adjusted net earnings totalled $18.0 million for the fourth quarter of 2016, a $1.3 million increase from $16.7 million
for the fourth quarter of 2015. The increase was primarily due to an increase in gross profit, partially offset by an
increase in income tax expense. The Company estimates that its adjusted net earnings for the fourth quarter of 2016
were positively impacted by the South Carolina Flood by approximately $3.7 million as a result of Insurance Proceeds
offsetting the negative adjusted net earnings impact of the South Carolina Flood.

EBITDA, Adjusted EBITDA and Leverage Ratio

A reconciliation of the Company�s EBITDA, a non-GAAP financial measure, to net earnings, the most directly
comparable GAAP financial measure, is set out in the EBITDA reconciliation table below. EBITDA should not be
construed as earnings (loss) before income taxes, net earnings or cash flows from operating activities as determined by
GAAP. The Company defines EBITDA as net earnings before (i) interest and other finance costs; (ii) income tax
expense (benefit); (iii) amortization of intangible assets; and (iv) depreciation of property, plant and equipment.
Adjusted EBITDA is defined as EBITDA before (i) manufacturing facility closures, restructuring and other related
charges (recoveries); (ii) share-based compensation expense (benefit); (iii) impairment of goodwill; (iv) impairment
(reversal of impairment) of long-lived assets and other assets; (v) write-down on assets classified as held-for-sale; (vi)
(gain) loss on disposal of property, plant and equipment; and (vii) other discrete items as shown in the table below.
The terms �EBITDA� and �adjusted EBITDA� do not have any standardized meanings prescribed by GAAP and are
therefore unlikely to be comparable to similar measures presented by other issuers. EBITDA and adjusted EBITDA
are not measurements of financial performance under GAAP and should not be considered as alternatives to cash
flows from operating activities or as alternatives to net earnings as indicators of the Company�s operating performance
or any other measures of performance derived in accordance with GAAP. The Company has included these
non-GAAP financial measures because it believes that they allow investors to make a more meaningful comparison of
the Company�s performance between periods presented by excluding certain non-operating expenses as well as certain
non-cash expenses and non-recurring expenses. In addition, EBITDA and adjusted EBITDA are used by management
and the Company�s lenders in evaluating the Company�s performance because they believe that they allow management
and the Company�s lenders to make a more meaningful comparison of the Company�s performance between periods
presented by excluding certain non-operating expenses as well as certain non-cash expenses and non-recurring
expenses.

The Company defines leverage ratio as borrowings divided by adjusted EBITDA. The term �leverage ratio� does not
have any standardized meaning prescribed by GAAP and is therefore unlikely to be comparable to similar measures
presented by other issuers. Leverage ratio is not a measurement of financial performance under GAAP and should not
be considered as an alternative to any GAAP measure as an indicator of the Company�s liquidity level or any other
measures of performance derived in accordance with GAAP. The Company has included this non-GAAP financial
measure because it believes that it allows investors to make a meaningful comparison of the Company�s liquidity level.
In addition, leverage ratio is used by management in evaluating the Company�s performance because it believes that it
allows management to monitor its liquidity level and evaluate its capacity to deploy capital to meet its strategic
objectives.

18

Edgar Filing: INTERTAPE POLYMER GROUP INC - Form 6-K

37



EBITDA and Adjusted EBITDA Reconciliation to Net Earnings

(In millions of US dollars)

(Unaudited)

Three months ended
December 31,

Year ended
December 31,

2016 2015 2016 2015 2014
$ $ $ $ $

Net earnings 21.7 17.5 51.1 56.7 35.8
Interest and other finance costs 1.3 1.5 5.0 3.2 6.2
Income tax expense (benefit) 9.7 (4.4) 19.6 11.0 22.9
Depreciation and amortization 8.7 10.6 31.0 30.9 26.2

EBITDA 41.4 25.2 106.7 101.7 91.1
Manufacturing facility closures, restructuring and other related
charges (recoveries) (7.7) 2.7 2.4 3.7 4.9
Share-based compensation expense 1.6 2.3 8.2 3.2 6.2
Impairment (reversal of impairment) of long-lived assets and other
assets 0.1 (5.8) 0.2 (5.8) 0.1
Loss (gain) on disposal of property, plant and equipment 0.0 0.2 0.1 (0.8) (0.1) 
Other Item: Litigation Settlement �  �  1.9 �  �  
Other Item: Brantford Pension Charge �  �  �  �  1.6

Adjusted EBITDA 35.3 24.6 119.5 102.0 103.9

Adjusted EBITDA totalled $119.5 million for the year ended December 31, 2016, a $17.5 million or 17.2% increase
from $102.0 million for the year ended December 31, 2015. The increase was primarily due to an increase in gross
profit, partially offset by an increase in SG&A. The Company estimates that its adjusted EBITDA in 2016 was
negatively impacted by the South Carolina Flood by approximately $0.9 million net of the benefit from Insurance
Proceeds.

Adjusted EBITDA totalled $102.0 million for the year ended December 31, 2015, a $1.9 million or 1.8% decrease
from $103.9 million for the year ended December 31, 2014. The decrease was primarily due to an unfavourable FX
impact, an increase in SG&A and an increase in research expenses. These negative impacts were partially offset by a
decrease in variable compensation expense. The Company estimates that its adjusted EBITDA for 2015 was
negatively impacted by the South Carolina Flood by approximately $2.7 million.

Adjusted EBITDA totalled $35.3 million for the fourth quarter of 2016, a $10.7 million or 43.6% increase from
$24.6 million for the fourth quarter of 2015. The increase was primarily due to an increase in gross profit mainly due
to Insurance Proceeds related to the South Carolina Flood in the fourth quarter of 2016. The Company estimates that
its adjusted EBITDA for the fourth quarter of 2016 was positively impacted by the South Carolina Flood by
approximately $6.0 million as a result of Insurance Proceeds offsetting the negative adjusted EBITDA impact of the
South Carolina Flood.

Comprehensive Income Attributable to Company Shareholders (�IPG Comprehensive Income�)
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IPG Comprehensive Income is comprised of IPG Net Earnings and other comprehensive income (loss) attributable to
Company shareholders. IPG Comprehensive Income totalled $52.4 million for the year ended December 31, 2016, a
$6.7 million or 14.6% increase from $45.7 million for the year ended December 31, 2015. The increase was primarily
due to a favourable FX impact from cumulative translation adjustments in 2016 compared to an unfavourable FX
impact in 2015, partially offset by lower IPG Net Earnings in 2016.

IPG Comprehensive Income totalled $45.7 million for the year ended December 31, 2015, a $22.2 million or 94.8%
increase from $23.5 million for the year ended December 31, 2014. The increase was primarily due to higher IPG Net
Earnings in 2015 and gains from the remeasurement of the defined benefit liability compared to actuarial losses in
2014.
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Off-Balance Sheet Arrangements

Letters of Credit

The Company had standby letters of credit issued and outstanding as of December 31, 2016 that could result in
payments by the Company of up to an aggregate of $1.8 million upon the occurrence of certain events. All of the
letters of credit have expiry dates in the first half of 2017.

Capital Commitments

The Company had commitments to suppliers to purchase machines and equipment totalling approximately
$32.4 million as of December 31, 2016. It is expected that such amounts will be paid out in the next twelve months. In
the event of cancellation, the penalties that would apply may be equal to the purchase price depending on timing of the
cancellation.

Raw Material Commitments

The Company obtains certain raw materials from suppliers under consignment agreements. The suppliers retain
ownership of raw materials until the earlier of when the materials are consumed in production or auto billings are
triggered based upon maturity. The consignment agreements involve short-term commitments that typically mature
within 30 to 60 days of inventory receipt and are typically renewed on an ongoing basis. The Company may be subject
to fees in the event the Company requires storage in excess of 30 to 60 days. As of December 31, 2016, the Company
had on hand $8.7 million of raw material owned by its suppliers.

The Company has entered into agreements with various raw material suppliers to purchase minimum quantities of
certain raw materials at fixed rates through October 2017 totalling approximately $10.8 million as of December 31,
2016. The Company is also required by the agreements to pay any storage costs incurred by the applicable supplier in
the event the Company delays shipment in excess of 30 days. In the event the Company defaults under the terms of an
agreement, an arbitrator will determine fees and penalties due to the applicable supplier. Neither party will be liable
for failure to perform for reasons of �force majeure� as defined in the agreements.

Utilities Commitments

The Company entered into a five-year electricity service contract for one of its manufacturing facilities on May 1,
2016, under which the Company expects to reduce the overall cost of electricity consumed by the facility. In the event
of early termination, the Company is required to pay for unrecovered power supply costs incurred by the supplier
which are estimated to be approximately $11.7 million as of December 31, 2016 and would decline monthly based on
actual service billings to date.

The Company entered into a ten-year electricity service contract for one of its manufacturing facilities on
November 12, 2013. The service date of the contract commenced in August 2014. The Company is committed to
monthly minimum usage requirements over the term of the contract. The Company was provided installation at no
cost and is receiving economic development incentive credits and maintenance of the required energy infrastructure at
the manufacturing facility as part of the contract. The credits are expected to reduce the overall cost of electricity
consumed by the facility over the term of the contract. Effective August 1, 2015, the Company entered into an
amendment lowering the minimum usage requirements over the term of the contract. In addition, a new monthly
facility charge will be incurred by the Company over the term of the contract. The Company estimates that service
billings will total approximately $12.8 million over the remaining term of the contract.
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Certain penalty clauses exist within the electricity service contract related to early cancellation after the service date of
the contract. The costs related to early cancellation penalties include termination fees based on anticipated service
billings over the term of the contract and capital expense recovery charges. While the Company does not expect to
cancel the contract prior to the end of its term, the penalties that would apply to early cancellation could total as much
as $4.8 million as of December 31, 2016. This amount declines annually until the expiration of the contract.

The Company has entered into agreements with various utility suppliers to fix certain energy costs, including natural
gas and electricity, through December 2020 for minimum amounts of consumption at several of its manufacturing
facilities. The Company estimates that utility billings will total approximately $5.1 million over the term of the
contracts based on the contracted fixed terms and current market rate assumptions. The Company is also required by
the agreements to pay any difference between the fixed price agreed to with the utility and the sales amount received
by the utility for resale to a third party if the Company fails to meet the minimum consumption required by the
agreements. In the event of early termination, the Company is required to pay the utility suppliers the difference
between the contracted amount and the current market value of the energy, adjusted for present value, of any future
agreed upon minimum usage. Neither party will be liable for failure to perform for reasons of �force majeure� as defined
in the agreements.

The Company currently knows of no event, trend or uncertainty that may affect the availability or benefits of these
arrangements or that would trigger any such penalty described above. The Company maintains no other off-balance
sheet arrangements.

Related Party Transactions

The Company�s key personnel are all members of the Board of Directors and five members of senior management in
2016. Key personnel remuneration includes: short-term benefits including base and variable compensation, deferred
compensation, director retainer and committee fees, post-employment benefits, share-based compensation, and
termination benefits. Total key personnel remuneration included in the statement of consolidated earnings totalled
$10.3 million for the year ended December 31, 2016, an increase of $4.9 million from $5.4 million for the year ended
December 31, 2015. The increase was primarily due to stock appreciation right (�SAR�) exercise activity and additional
performance share unit (�PSU�) award grants in 2016 as well as an increase in variable compensation.

In June 2014, the Company engaged with a relocation management company to facilitate the purchase of the
then-newly appointed CFO�s home in Montreal, Québec, Canada to assist in his relocation to Sarasota, FL, U.S.A. The
Company provided funding to the relocation management company to purchase the home for $0.9 million. On
April 15, 2015, the home was sold and the Company was reimbursed for the purchase funding.

Working Capital

The Company experiences some business cyclicality that requires the management of working capital resources.
Typically, a larger investment in working capital is required in quarters when accounts receivable increase due to
higher sales and when inventory increases due to higher anticipated future sales. Furthermore, certain liabilities are
accrued for throughout the year and are paid only during the first quarter of the following year.

The Company uses Days Inventory to measure inventory performance. Days Inventory for the fourth quarter of 2016
increased to 63 from 61 in the fourth quarter of 2015. Inventories totalled $103.5 million as of December 31, 2016, a
$2.9 million increase from $100.6 million as of December 31, 2015. The increase was primarily due to an increase in
production to match sales volume growth as well as additional inventory resulting from the Powerband acquisition.

The Company uses Days Sales Outstanding (�DSO�) to measure trade receivables. DSO increased to 39 in the fourth
quarter of 2016 from 37 in the fourth quarter of 2015. Trade receivables totalled $90.1 million
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as of December 31, 2016, a $11.6 million increase from $78.5 million as of December 31, 2015. The increase was
primarily due to an increase in the amount of revenue invoiced in the fourth quarter of 2016 as compared to the fourth
quarter of 2015.

The calculations are shown in the following tables:

Three months ended
Dec.
31,

2016

Dec.
31,

2015
Cost of sales (1) $ 156.2 $ 149.9
Days in quarter 92 92

Cost of sales per day (1) $ 1.70 $ 1.63
Average inventory (1) $ 107.1 $ 99.4

Days inventory 63 61

Days inventory is calculated as follows:

Cost of sales ÷ Days in quarter = Cost of sales per day (Beginning inventory + Ending inventory) ÷ 2 = Average
inventory

Average inventory ÷ Cost of goods sold per day = Days inventory

(1) In millions of US dollars
Three months ended
Dec.
31,

2016

Dec.
31,

2015
Revenue (1) $ 209.9 $ 195.7
Days in quarter 92 92

Revenue per day (1) $ 2.28 $ 2.13
Trade receivables (1) $ 90.1 $ 78.5

DSO 39 37

DSO is calculated as follows:

Revenue ÷ Days in quarter = Revenue per day

Ending trade receivables ÷ Revenue per day = DSO
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Accounts payable and accrued liabilities totalled $100.2 million as of December 31, 2016, an increase of $18.0 million
from $82.2 million as of December 31, 2015. The increase was primarily due to the timing of payments for inventory
and SG&A.

Liquidity

The Company finances its operations through a combination of cash flows from operating activities and borrowings
under its Revolving Credit Facility. Liquidity risk management attempts to (i) maintain a sufficient amount of cash
and (ii) ensure that the Company has financing sources for a sufficient authorized amount. The Company establishes
budgets, cash estimates and cash management policies with a goal of ensuring it has the necessary funds to fulfil its
obligations for the foreseeable future.

The Company has access to a $300 million Revolving Credit Facility, plus an incremental accordion feature (that is
available subject to the credit agreement�s terms and lender approval) of $150 million through November 2019. As of
December 31, 2016, the Company had drawn a total of $162.8 million, resulting in loan availability of $137.2 million.
In addition, the Company had $21.0 million of cash, yielding total cash and loan availability of $158.2 million as of
December 31, 2016.

The Company believes it has sufficient funds from cash flows from operating activities and cash on hand to meet its
ongoing expected capital expenditures and working capital requirements funding needs for at least the next twelve
months. These funds are also sufficient to meet funding needs for discretionary dividend payments and common share
repurchases. In addition, funds available under the Revolving Credit Facility may be used, as needed, to fund more
significant strategic initiatives.

Also refer to the section below entitled �Revolving Credit Facility� for additional discussion of funds available under the
Revolving Credit Facility.

22

Edgar Filing: INTERTAPE POLYMER GROUP INC - Form 6-K

45



Cash Flows

The Company�s net working capital on the balance sheets increased during 2016 and 2015 due to the effects of
business acquisitions. However, working capital amounts acquired are not included in cash flows from operating
activities under IFRS. As such, the discussions below regarding 2016 and 2015 working capital items appropriately
exclude these effects.

Cash flows from operating activities increased in the year ended December 31, 2016 by $5.9 million to $108.1 million
from $102.3 million in the year ended December 31, 2015, primarily due to higher operating profits, partially offset
by an increase in accounts receivable largely due to an increase in the amount of revenue invoiced in the fourth quarter
of 2016 compared to the fourth quarter of 2015.

Cash flows from operating activities increased in the year ended December 31, 2015 by $15.4 million to
$102.3 million from $86.9 million in the year ended December 31, 2014, primarily due to a decrease in accounts
receivable resulting from lower sales in the fourth quarter of 2015 compared to the fourth quarter of 2014 and an
increase in accounts receivable in 2014 compared to 2013.

Cash flows from operating activities increased in the fourth quarter of 2016 by $23.1 million to $65.0 million from
$41.9 million in the fourth quarter of 2015 primarily due to higher operating profit and accounts payable and accrued
liabilities. The increase in accounts payable and accrued liabilities is primarily due to the timing of payments near the
end of 2016 compared to the end of 2015.

Additionally, the Company�s working capital contained two significant fluctuations that largely offset each other:

� a decrease in inventory in the fourth quarter of 2016 compared to an increase in the fourth quarter of 2015
primarily due to the timing of raw material pre-buys and a higher volume of sales in the fourth quarter of
2016 compared to the fourth quarter of 2015,

� largely offset by a lower change in trade receivables in the fourth quarter of 2016 compared to the fourth
quarter of 2015 primarily due to an increase in the amount of revenue invoiced in the fourth quarter for 2016
compared to 2015 and an increase in DSO to 39 in the fourth quarter of 2016 from 37 in the fourth quarter of
2015.

Cash flows used for investing activities increased in the year ended December 31, 2016 by $32.6 million to
$91.8 million from $59.2 million in the year ended December 31, 2015, primarily due to higher capital expenditures
as well as the Powerband acquisition in September 2016 for $41.9 million, compared to the 2015 Acquisitions of
$26.2 million. The increase in capital expenditures primarily related to water-activated tape capacity expansion in
Midland, North Carolina (�WAT Project�) and other initiatives discussed in the section entitled �Capital Resources�
below.

Cash flows used for investing activities increased in the year ended December 31, 2015 by $22.4 million to
$59.2 million from $36.8 million in the year ended December 31, 2014, primarily due to funding the 2015
Acquisitions, partially offset by lower capital expenditures. The decrease in capital expenditures primarily related to
the South Carolina Project, partially offset by capital expenditures for the WAT Project and shrink film capacity
expansion at the Portugal manufacturing facility (�Portuguese Shrink Film Project�) discussed in the section entitled
�Capital Resources� below.
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Cash flows used for investing activities decreased in the fourth quarter of 2016 by $5.8 million to $14.0 million from
$19.8 million in the fourth quarter of 2015, primarily due to funding the TaraTape acquisition in November 2015,
partially offset by higher capital expenditures in 2016 related to the WAT Project.

Cash flows used in financing activities decreased in the year ended December 31, 2016 by $19.7 million to
$11.5 million from $31.2 million in the year ended December 31, 2015, primarily due to a decrease in repurchases of
common shares, partially offset by a decrease in net borrowings and an increase in dividends paid.

Cash flows used in financing activities decreased in the year ended December 31, 2015 by $12.5 million to
$31.2 million from $43.7 million in the year ended December 31, 2014, primarily due to an increase in net
borrowings, partially offset by an increase in repurchases of common shares and an increase in dividends paid.
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Cash flows used in financing activities increased in the fourth quarter of 2016 by $16.3 million to $34.9 million from
$18.6 million in the fourth quarter of 2015, primarily due to an increase in net repayments of debt in the fourth quarter
of 2016, partially offset by a decrease in repurchases of common shares in the fourth quarter of 2016.

The Company is including free cash flows, a non-GAAP financial measure, because it is used by management and
investors in evaluating the Company�s performance and liquidity. Free cash flows does not have any standardized
meaning prescribed by GAAP and is therefore unlikely to be comparable to similar measures presented by other
issuers. Free cash flows should not be interpreted to represent residual cash flow available for discretionary purposes,
as it excludes other mandatory expenditures such as debt service.

Free cash flows, defined by the Company as cash flows from operating activities less purchases of property, plant and
equipment, decreased in the year ended December 31, 2016 by $9.8 million to $58.2 million from $68.0 million in the
year ended December 31, 2015 primarily due to an increase in capital expenditures.

Free cash flows increased in the year ended December 31, 2015 by $21.7 million to $68.0 million from $46.3 million
in the year ended December 31, 2014 primarily due to a decrease in accounts receivable and lower capital
expenditures.

Free cash flows increased in the fourth quarter of 2016 by $17.5 million to $50.8 million from $33.3 million in the
fourth quarter of 2015, primarily due to an increase in operating profit and accounts payable and accrued liabilities.

A reconciliation of free cash flows to cash flows from operating activities, the most directly comparable GAAP
financial measure, is set forth below.

Free Cash Flows Reconciliation

(In millions of US dollars)

(Unaudited)

Three months ended
December 31,

Year ended
December 31,

2016 2015 2016 2015 2014
$ $ $ $ $

Cash flows from operating activities 65.0 41.9 108.1 102.3 86.9
Less purchases of property, plant and equipment (14.2) (8.5) (50.0) (34.3) (40.6) 

Free cash flows 50.8 33.3 58.2 68.0 46.3

Revolving Credit Facility

The Company�s $300 million Revolving Credit Facility is with a syndicate of financial institutions and replaced the
Company�s $200 million ABL facility in November 2014. The Company relies upon cash flows from operating
activities and funds available under the Revolving Credit Facility to meet working capital requirements as well as to
fund capital expenditures, mergers and acquisitions, dividends, share repurchases, obligations under its other debt
instruments, and other general corporate purposes. The Revolving Credit Facility also includes an incremental
accordion feature of $150 million, which will enable the Company to increase the limit of this facility (subject to the
credit agreement�s terms and lender approval) if needed.
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As of December 31, 2016, the Company had drawn a total of $162.8 million against the Revolving Credit Facility,
which consisted of $161.0 million of borrowings and $1.8 million of standby letters of credit. The Company had total
cash and loan availability of $158.2 million as of December 31, 2016 and $182.3 million as of December 31, 2015.
The change in total cash and loan availability is due to the changes in cash flows as previously discussed.

The Revolving Credit Facility is priced primarily on the LIBOR rate plus a spread varying between 100 and 225 basis
points (150 basis points as of December 31, 2016 and 2015). The spread depends on the consolidated total leverage
ratio (as defined under the Revolving Credit Facility) and increases as the consolidated total leverage ratio increases.
The revolving credit loans denominated in US Dollars bear interest at the LIBOR rate applicable to
dollar-denominated loans plus the applicable spread. Revolving credit loans denominated in an alternative currency
bear interest at the floating rate applicable to alternative currency-denominated loans plus the applicable spread and
any mandatory costs. As of December 31, 2016, the full $161.0 million of borrowings was priced at 30-day US dollar
LIBOR.

As of December 31, 2016, the Revolving Credit Facility has, in summary, three financial covenants: (i) a consolidated
total leverage ratio not to be greater than 3.25 to 1.00, with an allowable temporary increase to 3.75 to 1.00 for the
four quarters following an acquisition with a price not less than $50 million, (ii) a consolidated debt service ratio not
to be less than 1.50 to 1.00, and (iii) the aggregated amount of all capital expenditures in any fiscal year may not
exceed $50 million (as discussed in the next paragraph this covenant was amended in January 2017.) Also as of
December 31, 2016 (and before the January 2017 amendments discussed in the next paragraph), any portion of the
allowable $50 million not expended in the year may be carried over for expenditure in the following year but not
carried over to any additional subsequent year thereafter (as such, the allowable capital expenditures were
$65.7 million in 2016 and $59.4 million in 2015 due to a carry forward provision of unused capital expenditure
amounts from the prior year). The Company was in compliance with all three financial covenants which were 1.53,
7.34 and $49.9 million, respectively, as of December 31, 2016.

In January 2017 the Company�s Revolving Credit Facility was in part amended to increase the limit of allowable
capital expenditures in any fiscal year from 2017 onwards to $100 million and amounts not expended in the year are
no longer able to be carried over to the next year.

Capital Resources

Capital expenditures totalled $14.2 million and $50.0 million in the three months and year ended December 31, 2016,
respectively, as funded by the Revolving Credit Facility and cash flows from operating activities. Capital expenditures
for the year ended December 31, 2016 and those currently expected to be made in 2017 are primarily for property,
plant and equipment to support the following strategic and growth initiatives: the WAT Project, the Portuguese Shrink
Film Project, expansion of the Company�s specialty tape product offering (�Specialty Tape Project�), technology upgrade
and capacity expansion of stretch film production in the Danville, Virginia manufacturing facility (�Stretch Film
Project�), shrink film capacity expansion at the Tremonton, Utah manufacturing facility (�Utah Shrink Film Project�), the
Powerband Investment Projects and various other initiatives and maintenance needs. All of the strategic and growth
initiatives are currently expected to yield an after-tax internal rate of return greater than 15%.
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The table below summarizes the capital expenditures to date and expected future capital expenditures for the above
mentioned initiatives (in millions of US dollars):

Year
ended

December 31,
Approximate amounts

based on current estimates
2016 2017 Total Project Completion Date

$ $ $
WAT Project 13.7 26-31 44-49 End of 2017
Portuguese Shrink Film Project (1) 5.4 1-2 11 Mid-2017
Specialty Tape Project 2.7 2-4 10 End of 2017
Powerband Investment Projects (1) 1.5 10-14 20 Mid-2018
Stretch Film Project 1.4 8-10 11 Mid-2018
Utah Shrink Film Project �  7-9 9 Mid-2018

(1) Subject to FX impact and excluding any government subsidies.
Capital expenditures to support maintenance needs are expected to be between $10 and $12 million in 2017.

In addition, the Company had commitments to suppliers to purchase machines and equipment totalling approximately
$32.4 million as of December 31, 2016, primarily to support the initiatives discussed above. It is expected that such
amounts will be paid out in the next twelve months and will be funded by the Revolving Credit Facility and cash
flows from operating activities.

Contractual Obligations

The Company�s principal contractual obligations and commercial commitments as of December 31, 2016 are
summarized in the following table (in millions of USD):

Payments Due by Period (1)

Total

Less
than

1 year
1-3

years
4-5

years
After

5 years
$ &nbs
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