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Part 1 -- Financial Information (Unaudited)

ITEM 1. Condensed Consolidated Financial Statements

CommScope Holding Company, Inc.

Condensed Consolidated Statements of Operations
and Comprehensive Income

(Unaudited -- In thousands, except per share amounts)

Three Months Ended Nine Months Ended

September 30, September 30,

2017 2016 2017 2016
Net sales $1,128,775 $1,293,948 $3,440,150 $3,744,715
Operating costs and expenses:
Cost of sales 699,145 751,097 2,082,910 2,201,014
Selling, general and administrative 184,671 220,835 603,594 664,365
Research and development 44,498 48,430 140,280 152,554
Amortization of purchased intangible assets 68,271 74,639 202,890 224,270
Restructuring costs, net 5,360 10,826 24,521 24,503
Asset impairments — 7,375 — 22,668
Total operating costs and expenses 1,001,945 1,113,202 3,054,195 3,289,374
Operating income 126,830 180,746 385,955 455,341
Other income (expense), net 1,807 (7,546 ) (13,414 ) (21,898 )
Interest expense (61,798 ) (68,349 ) (192,769 ) (215,024 )
Interest income 1,180 1,023 3,784 4,750
Income before income taxes 68,019 105,874 183,556 223,169
Income tax expense (16,862 ) (12,043 ) (43,373 ) (54,797 )
Net income $51,157 $93,831 $140,183  $168,372
Earnings per share:
Basic $0.27 $0.49 $0.73 $0.88
Diluted $0.26 $0.48 $0.71 $0.86
Weighted average shares outstanding:
Basic 191,824 192,719 192,973 192,275
Diluted 195,815 196,598 197,387 196,141
Comprehensive income:
Net income $51,157 $93,831 $140,183  $168,372
Other comprehensive income, net of tax:
Foreign currency translation gain 47,087 8,610 174,187 8,303
Pension and other postretirement benefit activity (353 ) (376 ) (1,082 ) (3,511 )
Loss on net investment hedge (1,471 ) — 4,822 ) —
Available-for-sale securities (1,685 ) (257 ) (2,508 ) (2,391 )
Total other comprehensive income, net of tax 43,578 7,977 165,775 2,401
Total comprehensive income $94,735 $101,808  $305,958  $170,773

See notes to unaudited condensed consolidated financial statements.
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CommScope Holding Company, Inc.
Condensed Consolidated Balance Sheets

(Unaudited - In thousands, except share amounts)

September 30, December 31,

2017 2016

Assets
Cash and cash equivalents $411,242 $428,228
Accounts receivable, less allowance for doubtful accounts of

$19,060 and $17,211, respectively 930,739 952,367
Inventories, net 485,062 473,267
Prepaid expenses and other current assets 166,905 139,902
Total current assets 1,993,948 1,993,764
Property, plant and equipment, net of accumulated depreciation

of $371,114 and $303,734, respectively 477,718 474,990
Goodwill 2,877,813 2,768,304
Other intangible assets, net 1,698,507 1,799,065
Other noncurrent assets 98,559 105,863
Total assets $ 7,146,545 $7,141,986
Liabilities and Stockholders' Equity
Accounts payable $ 407,635 $415,921
Other accrued liabilities 309,355 429,397
Current portion of long-term debt — 12,500
Total current liabilities 716,990 857,818
Long-term debt 4,548,016 4,549,510
Deferred income taxes 182,855 199,121
Pension and other postretirement benefit liabilities 28,907 31,671
Other noncurrent liabilities 119,143 109,782
Total liabilities 5,595,911 5,747,902
Commitments and contingencies
Stockholders' equity:
Preferred stock, $.01 par value: Authorized shares: 200,000,000;
Issued and outstanding shares: None — —
Common stock, $0.01 par value: Authorized shares: 1,300,000,000;
Issued and outstanding shares: 190,761,714 and 193,837,437,
respectively 1,971 1,950
Additional paid-in capital 2,322,747 2,282,014
Retained earnings (accumulated deficit) (449,579 ) (589,556
Accumulated other comprehensive loss (119,338 ) (285,113
Treasury stock, at cost: 6,322,910 shares and 1,129,222 shares,
respectively (205,167 ) (15,211
Total stockholders' equity 1,550,634 1,394,084

Total liabilities and stockholders' equity $ 7,146,545 $7,141,986
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See notes to unaudited condensed consolidated financial statements.
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CommScope Holding Company, Inc.
Condensed Consolidated Statements of Cash Flows

(Unaudited - In thousands)

Nine Months Ended

September 30,

2017 2016
Operating Activities:
Net income $140,183 $168,372
Adjustments to reconcile net income to net cash generated by

operating activities:

Depreciation and amortization 282,543 301,450
Equity-based compensation 31,572 26,621
Deferred income taxes (19,976 ) (94,239 )
Asset impairments — 22,668
Changes in assets and liabilities:
Accounts receivable 59,054 (96,337 )
Inventories 11,790 (23,480 )
Prepaid expenses and other assets (22,682 ) 12,540
Accounts payable and other liabilities (178,505) 218,590
Other 31,426 14,929
Net cash generated by operating activities 335,405 551,114
Investing Activities:
Additions to property, plant and equipment (51,152 ) (49,660 )
Proceeds from sale of property, plant and equipment 5,016 3,935
Cash paid for acquisitions, including purchase price adjustments, net of

cash acquired (105,249) 2,714
Other 9,898 3,487
Net cash used in investing activities (141,487) (39,524 )
Financing Activities:
Long-term debt repaid (805,379) (546,025)
Long-term debt proceeds 780,379 —
Debt issuance and modification costs (8,363 ) —
Debt extinguishment costs (14,800 ) (17,779 )
Cash paid for repurchase of common stock (175,000) —
Proceeds from the issuance of common shares under equity-based

compensation plans 8,803 8,037
Tax withholding payments for vested equity-based compensation

awards (14,956 ) (2,946 )
Net cash used in financing activities (229,316) (558,113)
Effect of exchange rate changes on cash and cash equivalents 18,412 914
Change in cash and cash equivalents (16,986 ) (45,609 )

Cash and cash equivalent at beginning of period 428,228 562,884
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Cash and cash equivalents at end of period $411,242 $517,275

See notes to unaudited condensed consolidated financial statements.
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CommScope Holding Company, Inc.
Condensed Consolidated Statements of Stockholders' Equity

(Unaudited - In thousands, except share amounts)

Nine Months Ended
September 30,
2017 2016
Number of common shares outstanding:
Balance at beginning of period 193,837,437 191,368,727
Issuance of shares under equity-based compensation plans 2,117,965 1,615,810
Shares surrendered under equity-based compensation plans (398,698 ) (115,598 )
Repurchase of common stock 4,794,990 ) —
Balance at end of period 190,761,714 192,868,939
Common stock:
Balance at beginning of period $1,950 $1,923
Issuance of shares under equity-based compensation plans 21 17
Balance at end of period $1,971 $1,940
Additional paid-in capital:
Balance at beginning of period $2,282,014 $2,216,202
Issuance of shares under equity-based compensation plans 8,782 8,620
Equity-based compensation 31,656 26,530
Cumulative effect of change in accounting principle 295 —
Tax benefit from shares issued under equity-based compensation plans  — 7,517
Balance at end of period $2,322,747 $2,258,869
Retained earnings (accumulated deficit):
Balance at beginning of period $(589,556 ) $(812,394 )
Net income 140,183 168,372
Cumulative effect of change in accounting principle (206 ) —
Balance at end of period $(449,579 ) $(644,022 )
Accumulated other comprehensive loss:
Balance at beginning of period $(285,113 ) $(171,678 )
Other comprehensive income, net of tax 165,775 2,401
Balance at end of period $(119,338 ) $(169,277 )
Treasury stock, at cost:
Balance at beginning of period $(15,211 ) $(11,333 )
Net shares surrendered under equity-based compensation plans (14,956 ) (2,946 )
Repurchase of common stock (175,000 ) —
Balance at end of period $(205,167 ) $(14,279 )
Total stockholders' equity $1,550,634 $1,433,231

See notes to unaudited condensed consolidated financial statements.
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

1. BACKGROUND AND BASIS OF PRESENTATION
Background

CommScope Holding Company, Inc., along with its direct and indirect subsidiaries (CommScope or the Company), is
a global provider of infrastructure solutions for the core, access and edge layers of communication networks. The
Company’s solutions and services for wired and wireless networks enable high-bandwidth data, video and voice
applications. CommScope’s global leadership position is built upon innovative technology, broad solution offerings,
high-quality and cost-effective customer solutions, and global manufacturing and distribution scale.

Basis of Presentation

The Condensed Consolidated Balance Sheet as of September 30, 2017, the Condensed Consolidated Statements of
Operations and Comprehensive Income for the three and nine months ended September 30, 2017 and 2016, and the
Condensed Consolidated Statements of Cash Flows and Stockholders’ Equity for the nine months ended September 30,
2017 and 2016 are unaudited and reflect all adjustments of a normal, recurring nature that are, in the opinion of
management, necessary for a fair presentation of the interim period financial statements. The results of operations for
these interim periods are not necessarily indicative of the results of operations to be expected for any future period or
the full fiscal year.

The unaudited interim condensed consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States (U.S. GAAP) for interim financial information and are presented in
accordance with the applicable requirements of Regulation S-X. Accordingly, these financial statements do not
include all of the information and notes required by U.S. GAAP for complete financial statements. The significant
accounting policies followed by the Company are set forth in Note 2 within the Company’s audited consolidated
financial statements included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2016
(the 2016 Annual Report). There were no changes in the Company’s significant accounting policies during the three or
nine months ended September 30, 2017. These interim condensed consolidated financial statements should be read in
conjunction with the Company’s audited consolidated financial statements.

Prior to January 1, 2017, the Company consolidated the operating results of the acquired BNS business based on the
BNS fiscal reporting calendar that resulted in a reporting lag of one day for the year ended December 31, 2016. The
BNS business results included thirteen weeks for the three months ended September 30, 2017 compared to fourteen
weeks for the comparable period in 2016. Effective January 1, 2017, the reporting lag was eliminated as a result of
system conversions that were part of the BNS integration. The elimination of the reporting lag represents a change in
accounting principle which the Company believes to be preferable because it provides more current information to the
users of its financial statements. The Company determined that it was impracticable to apply the effects of the lag
elimination to financial reporting periods prior to January 1, 2017. The cumulative effect of not retroactively applying
this change in accounting, however, was immaterial as of January 1, 2017. Therefore, the Company reported the
cumulative effect of the change in accounting principle in net income for the nine months ended September 30, 2017
and did not retrospectively apply the effects of this change to prior periods.

13
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Concentrations of Risk and Related Party Transactions

Net sales to Anixter International Inc. and its affiliates (Anixter) accounted for 12% and 11% of the Company’s total
net sales during the three and nine months ended September 30, 2017, respectively. Net sales to Anixter accounted for
11% of the Company’s total net sales during the three and nine months ended September 30, 2016. Sales to Anixter
primarily originate within the CommScope Connectivity Solutions (CCS) segment. Other than Anixter, no direct
customer accounted for 10% or more of the Company’s total net sales for the three or nine months ended

September 30, 2017 or 2016.

Accounts receivable from Anixter and Verizon Communications Inc. (Verizon) each represented approximately 11%
of accounts receivable as of September 30, 2017. Other than Anixter and Verizon, no direct customer accounted for
10% or more of the Company’s accounts receivable as of September 30, 2017.

14
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

Product Warranties

The Company recognizes a liability for the estimated claims that may be paid under its customer warranty agreements
to remedy potential deficiencies of quality or performance of the Company’s products. These product warranties
extend over periods ranging from one to twenty-five years from the date of sale, depending upon the product subject
to the warranty. The Company records a provision for estimated future warranty claims as cost of sales based upon the
historical relationship of warranty claims to sales and specifically identified warranty issues. The Company bases its
estimates on assumptions that are believed to be reasonable under the circumstances and revises its estimates, as
appropriate, when events or changes in circumstances indicate that revisions may be necessary. Such revisions may be
material.

The following table summarizes the activity in the product warranty accrual, included in other accrued liabilities:

Three Months
Ended Nine Months Ended
September 30, September 30,

2017 2016 2017 2016
Product warranty accrual, beginning of period $20,283 $18,356 $21,631 $17,964

Provision for warranty claims 284 3,435 4,515 7,954
Warranty claims paid (2,033) (106 ) (7,751 ) (4,517)
Foreign exchange ©2 ) 92 77 376
Product warranty accrual, end of period $18,472 $21,777 $18,472 $21,777

Commitments and Contingencies

The Company is either a plaintiff or a defendant in certain pending legal matters in the normal course of business.
Management believes none of these legal matters will have a material adverse effect on the Company’s business or
financial condition upon final disposition.

In addition, the Company is subject to various federal, state, local and foreign laws and regulations governing the use,
discharge, disposal and remediation of hazardous materials. Compliance with current laws and regulations has not
had, and is not expected to have, a materially adverse effect on the Company’s financial condition or results of
operations.

Asset Impairments

Goodwill is tested for impairment annually or at other times if events have occurred or circumstances exist that
indicate the carrying value of the reporting unit may exceed its fair value. There were no goodwill impairments
identified during the three and nine months ended September 30, 2017. During the nine months ended September 30,
2016, the Company recorded a $15.3 million goodwill impairment charge as a result of the change in its reportable
segments. The impairment was recorded in the CCS segment.

15
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Property, plant and equipment and intangible assets with finite lives are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying value of the assets may not be recoverable, based on the
undiscounted cash flows expected to be derived from the use and ultimate disposition of the assets. Assets identified
as impaired are carried at estimated fair value. During the three months and nine months ended September 30, 2016,
as a result of revisions to the business plan for a particular product line, the Company determined that certain
intangible assets in the CCS segment were no longer recoverable and a $7.4 million impairment charge was recorded.
There were no asset impairments identified during the three and nine months ended September 30, 2017.

7
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

Income Taxes

The effective income tax rate of 24.8% and 23.6% for the three and nine months ended September 30, 2017,
respectively, was lower than the statutory rate of 35.0% primarily due to a reduction in tax expense related to the
expiration of statutes of limitations on various uncertain tax positions. In addition, the effective income tax rate was
favorably impacted by $0.4 million and $13.5 million of excess tax benefits related to equity-based compensation
awards for the three and nine months ended September 30, 2017, respectively. Such benefits, which were previously
reflected in additional paid-in capital, are now recognized in income tax expense as a result of the adoption of
Accounting Standards Update (ASU) No. 2016-09. See the discussion under Recent Accounting Pronouncements for
further information regarding the adoption of this new accounting guidance. Offsetting these decreases for the three
and nine months ended September 30, 2017 was the effect of the provision for state income taxes.

The effective income tax rate of 11.4% and 24.6% for the three and nine months ended September 30, 2016,
respectively, was lower than the statutory rate of 35.0% primarily due to a reduction in tax expense related to the
expiration of statutes of limitations on various uncertain tax positions and the release of valuation allowances related
to certain foreign deferred tax assets. The effective income tax rate was also favorably affected by the impact of
earnings in foreign jurisdictions that the Company does not plan to repatriate. These earnings are generally taxed at
rates lower than the United States (U.S.) statutory rate. Offsetting these decreases for the nine months ended
September 30, 2016 was the effect of the provision for state income taxes as well as the goodwill impairment for
which only partial tax benefits were recorded.

Earnings Per Share

Basic earnings per share is computed by dividing net income by the weighted average number of common shares
outstanding during the period. Diluted earnings per share is based on net income divided by the weighted average
number of common shares outstanding plus the effect of potentially dilutive common shares using the treasury stock
method. Potentially dilutive common shares include outstanding equity-based awards (stock options, restricted stock
units and performance share units). Certain outstanding equity-based awards were not included in the computation of
diluted earnings per share because the effect was either antidilutive or the performance conditions were not met (1.7
million shares and 1.3 million shares for the three and nine months ended September 30, 2017, respectively, and 1.4
million shares and 1.5 million shares for the three and nine months ended September 30, 2016, respectively). During
the three and nine months ended September 30, 2017, the Company repurchased 2.3 million shares and 4.8 million
shares, respectively, of its common stock. The Company did not repurchase any of its common stock during the three
and nine months ended September 30, 2016. See Note 11 for more information on the share repurchase programs.

The following table presents the basis for the earnings per share computations (in thousands, except per share data):

Three Months Ended Nine Months Ended

September 30, September 30,

2017 2016 2017 2016
Numerator:

17
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Net income for basic and diluted earnings per share $51,157 $93,831 $140,183 $168,372

Denominator:
Weighted average common shares outstanding - basic 191,824 192,719 192,973 192,275
Dilutive effect of equity-based awards 3,991 3,879 4,414 3,866

Weighted average common shares outstanding - diluted 195,815 196,598 197,387 196,141

Earnings per share:
Basic $0.27 $0.49 $0.73 $0.88
Diluted $0.26 $0.48 $0.71 $0.86

18
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

Recent Accounting Pronouncements
Adopted During the Nine Months Ended September 30, 2017

The Company adopted ASU No. 2016-09, Improvements to Employee Share-Based Payment Accounting, on January
1, 2017. The new standard simplifies several aspects of the accounting for employee equity-based payment
transactions, including the income tax consequences, classification of awards as either equity or liabilities and
classification on the statement of cash flows. Beginning January 1, 2017, the Company recognized all excess tax
benefits in income tax expense. An income tax benefit of $0.4 million and $13.5 million was recognized for the three
and nine months ended September 30, 2017, respectively, under ASU No. 2016-09. The Company recognized a $0.2
million, net of tax, cumulative effect adjustment to retained earnings as a result of its election to change its accounting
policy to account for forfeitures as they occur. The impact of the adoption of ASU No. 2016-09 to the Condensed
Consolidated Statements of Cash Flows was to present excess tax benefits or deficiencies as an operating activity
rather than as a financing activity. The Company elected to present the impact on the Condensed Consolidated
Statements of Cash Flows retrospectively; therefore, the Condensed Consolidated Statement of Cash Flows for the
nine months ended September 30, 2016 reflects an increase to both net cash generated by operating activities and net
cash used in financing activities of $8.1 million.

The Company also adopted ASU No. 2016-15, Cash Flow Classification of Certain Cash Receipts and Cash
Payments, as of January 1, 2017. This guidance amends or clarifies guidance on classification of certain transactions
in the statement of cash flows, including debt extinguishment costs and contingent consideration payments after a
business combination. During the nine months ended September 30, 2017, the impact of adoption on the Company’s
Condensed Consolidated Statements of Cash Flows was to present $14.8 million of debt redemption premium paid as
a financing activity rather than as an operating activity. The provisions of this new standard are required to be applied
retrospectively; therefore, the Condensed Consolidated Statement of Cash Flows for the nine months ended September
30, 2016 reflects the payment of $17.8 million of debt redemption premiums as a financing activity rather than as an
operating activity.

Issued but Not Adopted

In March 2017, the Financial Accounting Standards Board (FASB) issued ASU No. 2017-07, Improving the
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost, which requires an employer
to report the service cost component in the same line item as other compensation costs arising from services rendered
by the employee and requires the other components of net benefit cost to be reported outside the subtotal of operating
income. ASU No. 2017-07 is effective for the Company as of January 1, 2018 and must be applied retrospectively.
While the Company is still evaluating the impact of the new guidance on the consolidated financial statements, it does
expect the application of this new guidance to decrease operating income. For details on the components of the
Company’s annual net periodic benefit cost, see Note 10 to the Company’s audited consolidated financial statements
included in the Company’s 2016 Annual Report. The details on the components of the Company’s interim net periodic
benefit cost can be found in Note 10 in these Notes to Unaudited Condensed Consolidated Financial Statements.

In January 2017, the FASB issued ASU No. 2017-04, Simplifying the Test of Goodwill Impairment, which eliminates
Step 2 from the goodwill impairment test. Under the new guidance, an entity will perform its annual or interim
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goodwill impairment test by comparing the fair value of a reporting unit with its carrying amount. An entity will
recognize a goodwill impairment charge for the excess of the reporting unit’s carrying amount over its fair value, up to
the amount of goodwill allocated to that reporting unit. ASU No. 2017-04 is effective for the Company as of January
1, 2020 and early adoption is permitted. The Company is evaluating the impact of the new guidance on the
consolidated financial statements and when it may be adopted.

In June 2016, the FASB issued ASU No. 2016-13, Measurement of Credit Losses on Financial Instruments. The new
guidance replaces the current incurred loss method used for determining credit losses on financial assets, including
trade receivables, with an expected credit loss method. ASU No. 2016-13 is effective for the Company as of January
1, 2020 and early adoption is permitted. The Company is evaluating the impact of the new guidance on the
consolidated financial statements and when it may be adopted.

9
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

In February 2016, the FASB issued ASU No. 2016-02, Leases, which supersedes the current leasing guidance in
Topic 840, Leases. Under the new guidance, lessees are required to recognize assets and lease liabilities for the rights
and obligations created by leased assets previously classified as operating leases. ASU No. 2016-02 is effective for the
Company as of January 1, 2019 and early adoption is permitted. The Company plans to adopt this new guidance as of
January 1, 2019. The Company continues to evaluate the impact of adoption on the consolidated financial statements
but expects the ASU to have a material impact on its Condensed Consolidated Balance Sheets as a result of the
requirement to recognize right-of-use assets and lease liabilities.

In January 2016, the FASB issued ASU No. 2016-01, Recognition and Measurement of Financial Assets and
Financial Liabilities, which modifies how entities measure equity investments (except those accounted for under the
equity method of accounting) and present changes in the fair value of financial liabilities; simplifies the impairment
assessment of equity investments without readily determinable fair values by requiring a qualitative assessment to
identify impairment; changes presentation and disclosure requirements; and clarifies that an entity should evaluate the
need for a valuation allowance on a deferred tax asset related to available-for-sale securities in combination with the
entity’s other deferred tax assets. The guidance is effective for the Company as of January 1, 2018 and, with the
exception of certain provisions, early adoption is not permitted. The Company does not expect the new guidance to
have a material impact on the consolidated financial statements.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. The standard defines a
single comprehensive model of accounting for revenue arising from contracts with customers and supersedes most
current revenue recognition guidance, including industry-specific guidance. The core principle of the ASU is to
recognize revenues when promised goods or services are transferred to customers in an amount that reflects the
consideration that is expected to be received for those goods or services. The Company will be required to adopt the
new standard, including subsequently issued clarifying guidance, as of January 1, 2018 using either: (i)

full retrospective application to each prior reporting period presented; or (ii) modified retrospective application with
the cumulative effect of initially applying the standard recognized at the date of initial application and providing
certain additional required disclosures. The Company plans to adopt the new accounting model as of January 1, 2018
using the modified retrospective method.

The Company has completed an impact assessment and determined that adoption of the standard will likely result in
an acceleration of when revenues are recognized for certain contracts containing multiple performance obligations.
These contract revenues are currently accounted for using the multi-element guidance and are primarily for certain
metro cell, distributed antenna system (DAS) and small cell solutions within the CommScope Mobility Solutions
(CMS) segment. These multi-element revenue contracts represented less than 2% of total net sales for the three and
nine months ended September 30, 2017. Due to the short-term nature of most of the contracts, the impact to the
Company’s consolidated financial statements at adoption will be based on customer-specific contract terms in effect at
that time and could be significant.

The Company is in the process of implementing the necessary changes to its accounting policies, processes, internal
controls and information systems that will be required to meet the new standard’s reporting and disclosure
requirements.

2. ACQUISITIONS
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On August 1, 2017, the Company acquired Cable Exchange in an all cash transaction. The Company paid $108.7
million ($105.2 million net of cash acquired) and recorded a $14.5 million liability for the remaining payments due.
Cable Exchange is a quick-turn supplier of fiber optic and copper assemblies for data, voice and video
communications. Net sales of Cable Exchange products reflected in the Condensed Consolidated Statement of
Operations and Comprehensive Income for the three months ended September 30, 2017 were not material to the CCS
segment.

10
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The preliminary allocation of the purchase price, based on estimates of the fair values of the assets acquired and
liabilities assumed, is as follows (in millions):

Estimated

Fair

Value
Cash and cash equivalents $3.5
Accounts receivable 6.4
Inventory 4.4

Property, plant and equipment 0.9
Goodwill 49.6
Identifiable intangible assets 61.1
Less: Liabilities assumed 27 )
Net acquisition cost $123.2

The goodwill arising from the purchase price allocation of the Cable Exchange acquisition is believed to result from
the Company’s reputation in the marketplace and assembled workforce and is expected to be deductible for income tax
purposes.

As additional information is obtained, adjustments may be made to the preliminary purchase price allocation. The
Company is still finalizing the estimated fair value of certain tangible and intangible assets acquired and liabilities
assumed.

On August 28, 2015, the Company acquired TE Connectivity’s BNS business for approximately $3.0 billion in an
all-cash transaction. During the nine months ended September 30, 2016, the Company received $3.7 million in net
settlements for certain adjustments related to the BNS acquisition. Also during the three and nine months ended
September 30, 2016, the Company recorded measurement period adjustments primarily related to the finalization of
the valuation of inventory, intangible assets, plant and equipment, pension liabilities and deferred taxes. The impact of
these measurement period adjustments was not material to the Company’s results.

3. GOODWILL

The following table presents goodwill by reportable segment (in millions):

CCS CMS Total
Goodwill, gross at December 31, 2016 $2,077.5 $901.8 $2,979.3
Acquisitions 49.6 — 49.6
Foreign exchange 57.3 2.6 59.9
Goodwill, gross at September 30, 2017 2,184.4 9044 3,088.8
Accumulated impairment charges at December 31, 2016  (51.5 ) (159.5) (211.0)
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and September 30, 2017
Goodwill, net at September 30, 2017 $2,1329 $7449 $2,877.8

4. SUPPLEMENTAL FINANCIAL STATEMENT INFORMATION

Inventories

September 30, December 31,

2017 2016
Raw materials $ 123,068 $ 126,027
Work in process 108,353 135,848
Finished goods 253,641 211,392

$ 485,062 $ 473,267

11




Edgar Filing: CommScope Holding Company, Inc. - Form 10-Q

CommScope Holding Company, Inc.

Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

Other Accrued Liabilities

September 30, December 31,

2017 2016

Compensation and employee benefit liabilities $ 89,864 $ 169,923
Accrued interest 48,787 8,586
Deferred revenue 17,340 25,859
Product warranty accrual 18,472 21,631
Restructuring reserve 17,479 30,438
Income taxes payable 16,378 49,984
Value-added taxes payable 12,860 14,885
Accrued professional fees 9,664 10,621
Other 78,511 97,470

$ 309,355 $ 429,397
Accumulated Other Comprehensive Loss

The following table presents changes in accumulated other comprehensive income (AOCI), net of tax, and
accumulated other comprehensive loss (AOCL), net of tax:

Three Months Ended Nine Months Ended

September 30, September 30,

2017 2016 2017 2016
Foreign currency translation
Balance at beginning of period $(127,048) $(160,927) $(254,148) $(160,620)

Other comprehensive income 47,087 8,604 173,920 7,991
Amounts reclassified from AOCL — 6 267 312
Balance at end of period $(79,961 ) $(152,317) $(79,961 ) $(152,317)

Defined benefit plan activity
Balance at beginning of period $(34,202 ) $(20,702 ) $(33,473 ) $(17,567 )

Other comprehensive income (loss) — 345 — (1,385 )
Amounts reclassified from AOCL (353 ) (721 ) (1,082 ) (2,126 )
Balance at end of period $(34,555 ) $(21,078 ) $(34,555 ) $(21,078 )
Net investment hedge

Balance at beginning of period $(3,351 ) $— $— $—

Other comprehensive loss (1,471 ) — 4,822 ) —
Balance at end of period $(4,822 ) $— $(4,822 ) $—
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Available-for-sale securities
Balance at beginning of period $1,685 $4,375 $2,508 $6,509

Other comprehensive income (loss) (154 ) (257 ) 3,159 (1,652 )
Amounts reclassified from AOCI (1,531 ) — (5,667 ) (739 )
Balance at end of period $— $4,118 $— $4,118

Net AOCL at end of period $(119,338) $(169,277) $(119,338) $(169,277)

Amounts reclassified from net AOCL related to foreign currency translation and available-for-sale securities are
recorded in other income (expense), net in the Condensed Consolidated Statements of Operations and Comprehensive
Income. Defined benefit plan amounts reclassified from net AOCL are included in the computation of net periodic
benefit cost (income) and are primarily recorded in cost of sales and selling, general and administrative expenses in
the Condensed Consolidated Statements of Operations and Comprehensive Income.

12
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Cash Flow Information
Nine Months Ended

September 30,

2017 2016
Cash paid during the period for:
Income taxes, net of refunds $102,952 $73,752
Interest $133,797 $157,024

5. FINANCING

September 30, December 31,

2017 2016
5.00% senior notes due March 2027 $ 750,000 $—
6.00% senior notes due June 2025 1,500,000 1,500,000
5.50% senior notes due June 2024 650,000 650,000
5.00% senior notes due June 2021 650,000 650,000
4.375% senior secured notes due June 2020 — 500,000
Senior secured term loan due December 2022 1,071,250 1,234,375
Senior secured term loan due January 2018 — 111,875
Senior secured revolving credit facility expires May 2020  — —
Total principal amount of debt $4,621,250 $ 4,646,250
Less: Original issue discount, net of amortization (4,282 ) (5,857 )
Less: Debt issuance costs, net of amortization (68,952 ) (78,383 )
Less: Current portion — (12,500 )
Total long-term debt $ 4,548,016 $4,549,510

See Note 6 in the Notes to Consolidated Financial Statements in the 2016 Annual Report for additional information on
the terms and conditions of the 6.00% senior notes (the 2025 Notes), the 5.50% senior notes (the 2024 Notes), the
5.00% senior notes (the 2021 Notes), the 4.375% senior secured notes (the 2020 Notes) and the senior secured term

loans and credit facility.

5.00% Senior Notes Due 2027

In March 2017, CommScope Technologies LLC (CommScope Technologies), a wholly owned subsidiary of the
Company, issued $750.0 million of 5.00% Senior Notes due March 15, 2027 (the 2027 Notes). Interest is payable on
the 2027 Notes semi-annually in arrears on March 15 and September 15 of each year, beginning on September 15,
2017. The Company used the proceeds of the issuance of the 2027 Notes, together with cash on hand, to (i) redeem all
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of the 2020 Notes, (ii) repay a portion of the outstanding borrowings under its senior secured term loans, including all
$111.9 million of outstanding principal on the senior secured term loan due 2018 and $138.1 million of outstanding
principal on the senior secured term loan due 2022 (the 2022 Term Loan), and (iii) pay related fees and expenses. The
redemption of the 2020 Notes resulted in a $14.8 million charge which is reflected in other income (expense), net. In
connection with the redemption of the 2020 Notes and prepayments of the senior secured term loans, $9.6 million of
debt issuance costs and original issue discount were written off and included in interest expense.

13
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CommScope, Inc., a wholly owned subsidiary of the Company, and each of CommScope, Inc.’s existing and future
domestic subsidiaries (other than CommScope Technologies) that guarantee the senior secured credit facilities also
guarantees the 2027 Notes on a senior unsecured basis, subject to certain exceptions. The 2027 Notes rank senior in
right of payment with all of CommScope Technologies’ and the guarantors’ future subordinated indebtedness and
equally in right of payment with all of CommScope Technologies’ and the guarantors’ existing and future senior
indebtedness, including the senior secured credit facilities, the 2025 Notes, the 2024 Notes and the 2021 Notes. The
2027 Notes and guarantees are effectively junior to all of CommScope Technologies’ and the guarantors’ existing and
future secured indebtedness, including the senior secured credit facilities, to the extent of the value of the assets
securing such secured indebtedness. In addition, the 2027 Notes are structurally subordinated to all existing and future
liabilities (including trade payables) of CommScope, Inc.’s subsidiaries that do not guarantee the 2027 Notes,
including indebtedness incurred by certain of CommScope, Inc.’s non-U.S. subsidiaries under the revolving credit
facility.

The 2027 Notes may be redeemed prior to maturity under certain circumstances. Upon certain change of control
events, the 2027 Notes may be redeemed at the option of the holders at 101% of their principal amount, plus accrued
and unpaid interest. The 2027 Notes may be redeemed on or after March 15, 2022 at the redemption prices specified
in the indenture governing the 2027 Notes. Prior to March 15, 2022, the 2027 Notes may be redeemed at a redemption
price equal to 100% of the aggregate principal amount of the 2027 Notes to be redeemed, plus a make-whole premium
(as specified in the indenture governing the 2027 Notes), plus accrued and unpaid interest. At any time prior to March
15, 2020, CommScope Technologies may also redeem up to 40% of the aggregate principal amount of the 2027 Notes
at a redemption price of 105%, plus accrued and unpaid interest, using the proceeds of certain equity offerings.

In connection with issuing the 2027 Notes, the Company paid $7.2 million of debt issuance costs during the nine
months ended September 30, 2017, which was recorded as a reduction of the carrying amount of the debt and is being
amortized over the term of the notes.

Senior Secured Credit Facilities

During May 2017, the Company amended the 2022 Term Loan to reduce the interest rate margin. The interest rate is,
at the Company’s option, either (1) the base rate (as described in the credit agreement, as amended) plus a margin of
1.00% or (2) one-, two-, three- or six-month LIBOR or, if available from all lenders, twelve-month LIBOR (selected
at the Company’s option) plus a margin of 2.00%. Before the amendment, the margin on the interest rate with respect
to base rate loans was 1.50% and with respect to LIBOR loans was 2.50%. The amendment also reduced the 1.75%
base rate floor to 1.00% and eliminated the 0.75% LIBOR floor. The amendment resulted in the repayment of $30.4
million to certain lenders under the senior secured credit facilities and the receipt of $30.4 million in proceeds from
new lenders and existing lenders who increased their positions. In conjunction with the amendment, the Company
recorded $1.1 million of debt modification costs in other income (expense), net.

During the quarter ended September 30, 2017, the Company repaid $25.0 million of the 2022 Term Loan. In

connection with this voluntary repayment, $0.5 million of original issue discount and debt issuance costs were written
off and included in interest expense.
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No portion of the senior secured term loan was reflected as a current portion of long-term debt as of September 30,
2017 related to the potentially required excess cash flow payment because the amount that may be payable in 2018, if
any, cannot currently be reliably estimated. There was no excess cash flow payment required in 2017 related to 2016.

During the nine months ended September 30, 2017, the Company did not borrow under its revolving credit facility. As
of September 30, 2017, the Company had availability of approximately $415.8 million under the asset-based

revolving credit facility, after giving effect to borrowing base limitations and outstanding letters of credit.

Other Matters

The following table summarizes scheduled maturities of long-term debt as of September 30, 2017 (in millions):
Remainder
of 2017 2018 2019 2020 2021  Thereafter

Scheduled maturities of long-term debt $ —3% —$ —$ —$650.0 $3,971.3
14
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The Company’s non-guarantor subsidiaries held $2,603 million, or 36%, of total assets and $532 million, or 10%, of
total liabilities as of September 30, 2017 and accounted for $494 million, or 44%, and $1,405 million, or 41%, of net
sales for the three and nine months ended September 30, 2017, respectively. As of December 31, 2016, the
non-guarantor subsidiaries held $2,211 million, or 31%, of total assets and $615 million, or 11%, of total liabilities.
For the three and nine months ended September 30, 2016, the non-guarantor subsidiaries accounted for approximately
$526 million, or 41%, and $1,586 million, or $42%, of net sales, respectively. All amounts presented exclude
intercompany balances.

The weighted average effective interest rate on outstanding borrowings, including the amortization of debt issuance
costs and original issue discount, was 5.34% and 5.24% at September 30, 2017 and December 31, 2016, respectively.

6. DERIVATIVES AND HEDGING ACTIVITIES
Derivatives Not Designated As Hedging Instruments

The Company uses forward contracts to hedge a portion of its balance sheet foreign exchange re-measurement risk
and to hedge certain planned foreign currency expenditures. As of September 30, 2017, the Company had foreign
exchange contracts outstanding with maturities of up to twelve months and aggregate notional values of $291 million
(based on exchange rates as of September 30, 2017). Unrealized gains and losses resulting from these contracts are
recognized in other income (expense), net and partially offset corresponding foreign exchange gains and losses on the
balances and expenditures being hedged. These instruments are not held for speculative or trading purposes and are
not designated as hedges for hedge accounting and are marked to market each period through earnings.

The following table presents the balance sheet location and fair value of the Company’s derivatives not designated as
hedging instruments:

Fair Value of Asset

(Liability)
Septembdd&tmber 31,
Balance Sheet Location 2017 2016
Foreign currency contracts Prepaid expenses and other current assets $9,584 § 289
Foreign currency contracts Other accrued liabilities (154 ) (8,349 )
Total derivatives not designated as
hedging instruments $9,430 $ (8,060 )

The pretax impact of these foreign currency forward contracts, both matured and outstanding, on the Condensed
Consolidated Statements of Operations and Comprehensive Income is as follows:

Gain (Loss)

Foreign Currency Forward Contracts Location of Gain (Loss) Recognized
Three Months Ended September 30, 2017 Other income (expense), net $ 8,458
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Three Months Ended September 30, 2016 Other income (expense), net $ (262 )

Nine Months Ended September 30, 2017 Other income (expense), net $ 22,866

Nine Months Ended September 30, 2016 Other income (expense), net $ (7,051 )
Derivative Instruments Designated As Net Investment Hedge

During 2017, the Company entered into foreign exchange forward contracts that are designated as net investment
hedges and are intended to mitigate a portion of the foreign currency risk on the Euro net investment in a foreign
subsidiary. As of September 30, 2017, the Company held forward contracts with outstanding maturities of less than
three months and aggregate notional values of $75.0 million.

Hedge effectiveness is assessed each quarter based on the net investment in the foreign subsidiary designated as the
hedged item and the overall changes in the fair value of the forward contracts. For hedges that meet the effectiveness
requirements, changes in fair value are recorded as a component of other comprehensive income, net of tax. Any
change in fair value that is the result of
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ineffectiveness is recognized immediately in earnings. As of September 30, 2017, there was no ineffectiveness on the
instruments designated as net investment hedges.

The following table presents the balance sheet location and fair value of the derivatives designated as net investment
hedges:

Fair Value of Asset

(Liability)
September 3Mecember 31,
Balance Sheet Location 2017 2016
Foreign currency contracts Prepaid expenses and other current assets $ — $ —
Foreign currency contracts Other accrued liabilities (7,778 ) —
Total derivatives designated as net
investment hedging instruments $(7,778 ) $ —

The after tax impact of the effective portion of the forward contracts designated as net investment hedging instruments
on the Condensed Consolidated Statements of Operations and Comprehensive Income is as follows:

Effective
Portion

of Loss

Foreign Currency Forward Contracts Location of Loss Recognized
Three Months Ended September 30, 2017 Other comprehensive income, net of tax  $ (1,471 )
Three Months Ended September 30, 2016 Other comprehensive income, net of tax —

Nine Months Ended September 30, 2017  Other comprehensive income, net of tax $ (4,822 )
Nine Months Ended September 30, 2016 Other comprehensive income, net of tax —
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7. FAIR VALUE MEASUREMENTS

The Company’s financial instruments consist primarily of cash and cash equivalents, trade receivables, trade payables,
available-for-sale securities, debt instruments and foreign currency contracts. For cash and cash equivalents, trade
receivables and trade payables, the carrying amounts of these financial instruments as of September 30, 2017 and
December 31, 2016 were considered representative of their fair values due to their short terms to maturity. The fair
value of the Company’s available-for-sale securities was based on quoted market prices. The fair values of the
Company’s debt instruments and foreign currency contracts were based on indicative quotes.

Fair value measurements using quoted prices in active markets for identical assets and liabilities fall within Level 1 of
the fair value hierarchy, measurements using significant other observable inputs fall within Level 2, and
measurements using significant unobservable inputs fall within Level 3.

The carrying amounts, estimated fair values and valuation input levels of the Company’s available-for-sale securities,
foreign currency contracts and debt instruments as of September 30, 2017 and December 31, 2016, are as follows:

September 30, 2017 December 31, 2016

Carrying Carrying Valuation

Amount Fair Value Amount Fair Value Inputs
Assets:
Available-for-sale securities $— $— $5,212 $5,212 Level 1
Foreign currency contracts 9,584 9,584 289 289 Level 2
Liabilities:
5.00% senior notes due 2027 750,000 753,975 — — Level 2
6.00% senior notes due 2025 1,500,000 1,606,950 1,500,000 1,585,350 Level2
5.50% senior notes due 2024 650,000 682,500 650,000 673,530 Level 2
5.00% senior notes due 2021 650,000 666,250 650,000 669,500 Level 2
4.375% senior secured notes due 2020 — — 500,000 513,100 Level 2
Senior secured term loan due 2022, at par 1,071,250 1,080,597 1,234,375 1,245,145 Level 2
Senior secured term loan due 2018, at par — — 111,875 112,364  Level 2
Foreign currency contracts 7,932 7,932 8,349 8,349 Level 2

These fair value estimates are based on pertinent information available to management as of the valuation date.
Although management is not aware of any factors that would significantly affect these fair value estimates, such
amounts have not been comprehensively revalued for purposes of these financial statements since those dates, and
current estimates of fair value may differ significantly from the amounts presented.
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8. SEGMENTS AND GEOGRAPHIC INFORMATION

The CommScope Connectivity Solutions (CCS) segment provides connectivity and network intelligence for indoor
and outdoor network applications. Indoor network solutions are found in commercial buildings and in the network
core, which includes data centers, central offices and cable television headends. These solutions include optical fiber
and twisted pair structured cabling solutions, intelligent infrastructure software, network rack and cabinet enclosures,
patch cords and panels, complete cabling systems and cable assemblies, central office connectivity and equipment and
headend solutions for the network core. Outdoor network solutions are found in both local-area and wide-area
networks and “last-mile” fiber-to-the-home installations. These solutions support the multichannel video, voice and
high-speed data services provided by telecommunications operators and multi-system operators. The Company’s fiber
optic connectivity solutions are primarily comprised of hardened connector systems, fiber distribution hubs and
management systems, couplers and splitters, “plug and play” multiport service terminals, hardened optical terminating
enclosures, high density cable assemblies, splices and splice closures.

The CommScope Mobility Solutions (CMS) segment provides merchant radio frequency (RF) wireless network
connectivity solutions as well as metro cell, DAS and small cell solutions to enable carriers’ 2G, 3G and 4G networks
and to begin to prepare for their 5G needs. These solutions enable wireless operators to increase spectral efficiency
and enhance cellular coverage and capacity in challenging network conditions such as commercial buildings, urban
areas, stadiums and transportation systems. The CMS segment focuses on all aspects of the radio access network
(RAN) from the macro through the metro, to the indoor layer. Macro cell solutions can be found at wireless tower
sites and on rooftops and include base station antennas, microwave antennas, hybrid fiber-feeder and power cables,
coaxial cables, connectors and filters. Metro cell solutions can be found on street poles and on other urban, outdoor
structures and include RF delivery and connectivity solutions, equipment housing and concealment. These fully
integrated outdoor systems comprise specialized antennas, filters/combiners, backhaul solutions, intra-system cabling
and power distribution, all minimized to fit an urban environment. DAS and small cell indoor solutions allow wireless
operators to increase spectral efficiency and thereby extend and enhance cellular coverage and capacity in challenging
network conditions.

The following table provides summary financial information by reportable segment (in millions):

September 30, December 31,

2017 2016
Identifiable segment-related assets:
CCS $ 4,657.9 $ 4,507.5
CMS 2,032.6 2,159.4
Total identifiable segment-related assets 6,690.5 6,666.9
Reconciliation to total assets:
Cash and cash equivalents 411.2 428.2
Deferred income tax assets 448 46.9
Total assets $ 7,146.5 $ 7,142.0
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The following table provides net sales, adjusted operating income, depreciation expense and additions to property,
plant and equipment by reportable segment (in millions):

Three Months

Ended Nine Months Ended

September 30, September 30,

2017 2016 2017 2016
Net sales:
CCS $708.7  $819.2  $2,116.0 $2,284.2
CMS 420.1 474.7 1,3242  1,460.5

Consolidated net sales $1,128.8 $1,293.9 $3.440.2 $3,744.7

Segment adjusted operating income:
CCS $1393  $189.5 $4009  $492.8
CMS 84.2 107.2 282.3 306.3
Total segment adjusted operating income 223.5 296.7 683.2 799.1
Amortization of intangible assets (683 ) (746 ) (2029 ) ((224.3)
Restructuring costs, net G4 ) (108 ) (245 ) (45 )
Equity-based compensation (11.0 ) 84 ) (316 ) (26,6 )
Asset impairments — 74 ) — 22.7 )
Integration and transaction costs (120 ) (148 ) (382 ) @451 )
Purchase accounting adjustments — — — ©06 )
Consolidated operating income $126.8 $180.7 $386.0 $455.3
Depreciation expense:
CCS $14.6 $13.7 $43.5 $40.3
CMS 6.0 6.5 17.3 19.9
Consolidated depreciation expense $20.6 $20.2 $60.8 $60.2
Additions to property, plant and equipment:
CCS $12.9 $13.0 $33.4 $38.5
CMS 7.7 4.5 17.8 11.2

Consolidated additions to property, plant and equipment  $20.6 $17.5 $51.2 $49.7

Sales to customers located outside of the U.S. comprised 47.3% and 45.1% of total net sales for the three and nine
months ended September 30, 2017, respectively, compared to 45.0% and 46.3% for the three and nine months ended
September 30, 2016, respectively. Sales by geographic region, based on the destination of product shipments, were as
follows (in millions):

Nine Months Ended
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United States

Europe, Middle East and Africa

Asia Pacific

Central and Latin America

Canada

Consolidated net sales

Three Months

Ended

September 30,

2017 2016

$595.3 $712.2
231.0 233.9
218.6 245.9
62.2 69.2
21.7 32.7

$1,128.8 $1,293.9

September 30,

2017 2016

$1,887.5 $2,011.2
698.6 693.4
604.3 736.2
177.1 212.4
72.7 91.5

$3,440.2 $3,744.7
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9. RESTRUCTURING COSTS

Prior to the acquisition of the BNS business in 2015, the Company initiated restructuring actions to realign and lower
its cost structure primarily through workforce reductions and other cost reduction initiatives, including the cessation of
manufacturing operations at various facilities. Production capacity from these facilities has been shifted to other
existing facilities or unaffiliated suppliers. These actions are referred to as cost alignment restructuring actions.
Following the acquisition of BNS, the Company initiated a series of restructuring actions, which are currently
ongoing, to integrate the BNS operations (BNS integration restructuring actions) to achieve cost synergies. All
charges related to these restructuring actions are reported in restructuring costs, net.

The Company’s net pretax restructuring charges (credits), by segment, were as follows:

Three Months
Ended Nine Months Ended
September 30, September 30,
2017 2016 2017 2016
CCS $5,569 $8,362 $19,922 $16,062
CMS (209 ) 2,464 4,599 8,441
Total $5,360 $10,826 $24,521 $24,503
The liability for restructuring actions is composed of employee-related costs, lease termination costs and fixed asset
related costs. Employee-related costs include the expected severance costs and related benefits as well as one-time
severance benefits that are accrued over the remaining period employees are required to work in order to receive such
benefits. Lease termination costs relate to the discounted cost of unused leased facilities, net of anticipated sub-rental
income. Fixed asset related costs include non-cash impairments or fixed asset disposals associated with restructuring
actions in addition to the cash costs to uninstall, pack, ship and reinstall manufacturing equipment and the costs to
prepare the receiving facility to accommodate relocated equipment. Fixed asset related costs are expensed as incurred.
Cash paid is net of proceeds received from the sale of related assets.

As a result of restructuring and consolidation actions, the Company owns unutilized real estate at various facilities in
the U.S. and internationally. The Company is attempting to sell or lease this unutilized space. Additional impairment

charges may be incurred related to these or other excess assets.

The activity within the liability established for the cost alignment restructuring actions was as follows:

Employee- Lease Fixed Asset

Related Termination Related

Costs Costs Costs Total
Balance at June 30, 2017 $ 359 $ 5,319 $ —  $5,678
Additional charge recorded 86 66 — 152
Cash paid — (249 ) — (249 )
Foreign exchange and other non-cash items 15 — — 15
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Balance at September 30, 2017 $
Balance at December 31, 2016 $
Additional charge (credit) recorded

Cash paid

Foreign exchange and other non-cash items
Balance at September 30, 2017 $

460

311
86
63
460

$ 5,136

$ 6,050
(168
(746

$ 5,136

)
)

$
$

$

$5,596

$6,361
82 )
(746 )
63

$5.596

The Company has recognized restructuring charges of $88.9 million since January 2011 for cost alignment
restructuring actions. Additional pretax costs of $0.5 million are expected to be incurred to complete these previously

announced initiatives. Cash payments of $1.0 million are expected during the remainder of 2017 with additional

expected payments of $5.1 million between 2018 and 2022.
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The activity within the liability established for the BNS integration restructuring actions was as follows:

Employee- Lease Fixed Asset

Related Termination Related

Costs Costs Costs Total
Balance at June 30, 2017 $31,380 $ 841 $ — $32,221
Additional charge recorded 2,789 273 2,146 5,208
Cash paid (15289 ) (184 ) (25 ) (15,498)
Consideration received — — 14 14
Foreign exchange and other non-cash items 16 — 2,135 ) (2,119 )
Balance at September 30, 2017 $ 18,896 $ 930 $ — $19,826
Balance at December 31, 2016 $ 32,740 $ 371 $ — $33,111
Additional charge recorded 21,029 979 2,595 24,603
Cash paid (34974 ) (420 ) (550 ) (35,944)
Consideration received — — 2,699 2,699
Foreign exchange and other non-cash items 101 — 4,744 ) (4,643 )
Balance at September 30, 2017 $ 18,896 $ 930 $ — $19,826

The BNS integration actions include the announced closures or reduction in activities at various U.S. and international
facilities as well as headcount reductions in sales, marketing and administrative functions. The Company has
recognized restructuring charges of $91.1 million since the BNS acquisition for integration actions. No significant
additional restructuring charges are expected to be incurred to complete the previously announced BNS integration
initiatives. Cash payments of $7.7 million are expected during the remainder of 2017 with additional expected
payments of $12.1 million between 2018 and 2022. Future BNS integration activities are expected to be identified and
the resulting amounts may be material.

Restructuring reserves related to all actions were included in the Company’s Condensed Consolidated Balance Sheets
as follows:

September 30, December 31,

2017 2016
Other accrued liabilities $ 17,479 $ 30,438
Other noncurrent liabilities 7,943 9,034
Total liability $ 25,422 $ 39,472
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

10. EMPLOYEE BENEFIT PLANS

Pension Benefits Other Postretirement Benefits
Three Months Ended Three Months Ended
September 30, September 30,
U.S. Plans Non-U.S. Plans U.S. Plans
2017 2016 2017 2016 2017 2016
Service cost $— $— $1,262 $821 $ — $1
Interest cost 1,490 1,620 1,355 1,189 67 135
Recognized actuarial loss (gain) 164 236 387 26 (198 ) (346
Amortization of prior service credit — — — — (1,034 ) (1,055
Expected return on plan assets (1,687) (1,750) (1,946) (2,146) — —
Net periodic benefit cost (income) $(33 ) $106 $1,058 $(110 ) $ (1,165 ) $ (1,265
Nine Months Ended Nine Months Ended
September 30, September 30,
U.S. Plans Non-U.S. Plans U.S. Plans
2017 2016 2017 2016 2017 2016
Service cost $— $— $3,623 $4,013 $— $3
Interest cost 4,470 4,860 3,938 4,685 201 405
Recognized actuarial loss (gain) 492 708 1,132 82 %94 ) (1,038)
Amortization of prior service credit — — — — (3,102 ) (3,165)
Expected return on plan assets (5,061) (5,250) (5,642) (6,726) — —

Net periodic benefit cost (income) $(99 ) $318 $3,051 $2,054 $@3.,495) $(3,795)

The Company contributed $3.4 million and $5.0 million to its defined benefit pension plans and postretirement benefit
plans during the three and nine months ended September 30, 2017, respectively. During the remainder of 2017, the
Company anticipates making additional contributions of approximately $3.6 million to its defined benefit plans.

11. STOCKHOLDERS’ EQUITY

Stock Repurchase Program

On February 23, 2017, the Company announced its Board of Directors had authorized the repurchase of up to $100.0
million of the Company’s outstanding common stock. The Company completed this repurchase plan in the first half of
the year and repurchased $100.0 million of its common stock, or 2.5 million shares, at an average cost of $40.23 per
share. The Company had no remaining authorization under this stock repurchase program at September 30, 2017.
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On August 3, 2017, the Company announced its Board of Directors had authorized another repurchase of up to $100.0
million of the Company’s outstanding common stock. Under this plan, during the three and nine months ended
September 30, 2017, the Company repurchased $75.0 million of its common stock, or 2.3 million shares, at an average
cost of $32.47 per share. The Company has $25.0 million remaining authorized under this stock repurchase program
at September 30, 2017. The repurchase authorization expires on July 31, 2018.

Equity-Based Compensation Plans

As of September 30, 2017, $70.6 million of unrecognized compensation costs related to unvested stock options,
restricted stock units (RSUs) and performance share units (PSUs) are expected to be recognized over a remaining
weighted average period of 1.4 years. There were no significant capitalized equity-based compensation costs at

September 30, 2017.
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

The following table shows a summary of the equity-based compensation expense included in the Condensed

Consolidated Statements of Operations and Comprehensive Income:

Three Months

Ended Nine Months Ended

September 30, September 30,
2017 2016 2017 2016

Selling, general and administrative $8,365 $6,409 $24,041 $20,306
Cost of sales 1,386 1,104 4,001 3,551
Research and development 1,223 862 3,530 2,764

Total equity-based compensation expense $10,974 $8,375 $31,572 $26,621
Stock Options

Stock options are awards that allow the recipient to purchase shares of the Company’s common stock at a fixed price.
Stock options are granted at an exercise price equal to the Company’s stock price at the date of grant. These awards

generally vest over three years following the grant date and have a contractual term of ten years.
The following table summarizes the stock option activity (in thousands, except per share data):
Weighted
Average Option Weighted

Exercise Price  Average Remaining
Contractual Term

Shares Per Share in Years
Options outstanding at June 30, 2017 4990 $ 13.03
Granted — $ —
Exercised 36 )$ 822
Forfeited (18 )$ 3574
Options outstanding at September 30, 2017 4936 $ 1298 4.4
Options outstanding at December 31, 2016 5,497 $ 10.33
Granted 484 $ 38.00
Exercised 957 ) $ 9.20
Forfeited 88 )$ 20614
Options outstanding at September 30, 2017 4936 $ 1298 4.4
Options exercisable at September 30, 2017 4,039 $ 8.51 3.5
Options expected to vest at September 30,2017 897  § 33.11 8.7

The exercise prices of outstanding options at September 30, 2017 were in the following ranges:

Aggregate

Intrinsic Value

$ 102,118

$ 102,118
$ 99,771
$ 2,347
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Options Outstanding Options Exercisable
Weighted
Average
Remaining Weighted Weighted

Shares Contractual Life Average Exercise Shares Average Exercise

Range of Exercise Prices (in thousandsars) Price Per Share (in thoud&rids)Per Share
$2.96 to $5.74 2,688 3.1 $ 5.40 2,688 $ 5.40

$5.75 to $22.99 886 2.6 $ 8.64 886 $ 8.64
$23.00 to $42.32 1,362 8.2 $ 30.77 465 $§ 26.25

$2.96 to $42.32 4,936 4.4 $ 12.98 4,039 $§ 8.51
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

The Company uses the Black-Scholes model to estimate the fair value of stock option awards at the date of grant. Key
inputs and assumptions used in the model include the grant date fair value of common stock, exercise price of the
award, the expected option term, stock price volatility, the risk-free interest rate and the Company’s projected dividend
yield. The risk-free interest rate reflects the yield on zero-coupon U.S. treasury securities with a term equal to the
option’s expected term. The expected life represents the period over which the Company’s employees are expected to
hold their options. Expected volatility is derived based on the historical Company volatility, as well as volatilities

from publicly traded companies operating in the Company’s industry. The Company’s projected dividend yield is zero.
The Company believes that the valuation technique and the approach utilized to develop the underlying assumptions
are appropriate in estimating the fair values of its stock options. Estimates of fair value are not intended to predict
actual future events or the value ultimately realized by employees who receive equity awards. Subsequent events are
not indicative of the reasonableness of the original estimates of fair value made by the Company.

The following table presents the weighted average assumptions used to estimate the fair value of stock option awards
granted during the three and nine months ended September 30, 2017 and 2016.

Three Months

Ended Nine Months Ended

September 30,  September 30,

2017 2016 2017 2016
Expected option term (in years) < 6.0 6.0 6.0
Risk-free interest rate * 1.2 % 20 % 14 %
Expected volatility * 500 % 400 % 500 %

ES

Weighted average exercise price $29.59 $38.00 $25.08
Weighted average fair value at grant date  * $14.17 $15.72 $12.09
*No stock options were granted during the three months ended September 30, 2017.
Restricted Stock Units

RSUs entitle the holder to shares of common stock after a vesting period that generally ranges from one to three years.
The fair value of the awards is determined on the grant date based on the Company’s stock price.

The following table summarizes the RSU activity (in thousands, except per share data):
Weighted
Average Grant

Restricted Stock Date Fair Value

Units Per Share
Non-vested RSUs at June 30, 2017 2,422 $ 31.77
Granted 9 $ 37.15
Vested and shares issued (8 )$ 27.77
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Forfeited
Non-vested RSUs at September 30, 2017

Non-vested RSUs at December 31, 2016
Granted

Vested and shares issued

Forfeited

Non-vested RSUs at September 30, 2017

(50
2,373

2,519
1,134
(1,097
(183
2,373

) $
$

~ —
© L L L L

31.15
31.81

26.37
37.90
26.10
28.91
31.81
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CommScope Holding Company, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements

(In thousands, unless otherwise noted)

Performance Share Units
PSUs are stock awards in which the number of shares ultimately received by the employee depends on Company
performance against specified targets. Such awards typically vest over three years and the number of shares issued can
vary from 0% to 150% of the number of PSUs granted, depending on performance. The fair value of each PSU is
determined on the date of grant based on the Company’s stock price. The ultimate number of shares issued and the
related compensation cost recognized will be based on the final performance metrics compared to the targets specified
in the grants.
The following table summarizes the PSU activity (in thousands, except per share data):

Weighted

Average Grant

Performance Date Fair Value

Share Units  Per Share

Non-vested PSUs at June 30, 2017 559 $ 30.32
Granted — $ —

Vested and shares issued — $ —

Forfeited (20 ) $ 28.17
Non-vested PSUs at September 30, 2017 539 $ 30.40
Non-vested PSUs at December 31, 2016 445 $ 26.68
Granted 200 $ 38.00
Vested and shares issued (64 ) $ 30.76
Forfeited 42 )$ 26.73
Non-vested PSUs at September 30, 2017 539 $ 30.40
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following narrative is an analysis of the three and nine months ended September 30, 2017 compared to the three
and nine months ended September 30, 2016. The discussion is provided to increase the understanding of, and should
be read in conjunction with, the unaudited condensed consolidated financial statements and accompanying notes
included in this document as well as the audited consolidated financial statements, related notes thereto and
management’s discussion and analysis of financial condition and results of operations, including management’s
discussion and analysis regarding the application of critical accounting policies as well as the risk factors, included in
our 2016 Annual Report on Form 10-K.

We discuss certain financial measures in management’s discussion and analysis of financial condition and results of
operations, including Adjusted Operating Income and Adjusted EBITDA, that differ from measures calculated in
accordance with generally accepted accounting principles in the United States (GAAP). See "Reconciliation of
Non-GAAP Measures" included elsewhere in this quarterly report for more information about these non-GAAP
financial measures, including our reasons for including the measures and material limitations with respect to the
usefulness of the measures.

Overview

We are a global provider of infrastructure solutions for the core, access and edge layers of communication networks.
Our solutions and services for wired and wireless networks enable high-bandwidth data, video and voice applications.
Our global leadership position is built upon innovative technology, broad solution offerings, high-quality and
cost-effective customer solutions, and global manufacturing and distribution scale.

On August 1, 2017, we acquired Cable Exchange, a quick-turn supplier of fiber optic and copper assemblies for data,
voice and video communications, for $123.2 million ($119.7 million net of cash acquired). Cable Exchange will
operate within our CommScope Connectivity Solutions (CCS) segment. The acquisition was funded with cash on
hand.

On August 28, 2015, we completed the acquisition of TE Connectivity’s Broadband Network Solutions (BNS)
business in an all-cash transaction valued at approximately $3.0 billion. The BNS business provides fiber optic and
copper connectivity for wireline and wireless networks and also provides small-cell distributed antenna system (DAS)
solutions for the wireless market. As a result of much of the BNS business operating under the TE Connectivity fiscal
calendar for 2016, the BNS business results included fourteen weeks for the three months ended September 30, 2016
compared to thirteen weeks for the comparable period in 2017.

For the three and nine months ended September 30, 2017, our net sales decreased 12.8% and 8.1%, respectively, from
the same prior year periods. Operating income decreased 29.8% and 15.2% for the three and nine months ended
September 30, 2017, respectively, compared to the same prior year periods. Non-GAAP adjusted operating income
decreased 24.7% and 14.5% for the three and nine months ended September 30, 2017, respectively, also compared to
the same prior year periods. During the three and nine months ended September 30, 2017, we recognized $12.0
million and $38.2 million, respectively, of integration and transaction costs, primarily related to the BNS acquisition
integration activities. We expect to incur comparable quarterly costs in the fourth quarter of 2017 and significantly
lower costs in 2018.

CRITICAL ACCOUNTING POLICIES
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There have been no changes in our critical accounting policies or significant accounting estimates as disclosed in our
2016 Annual Report on Form 10-K.

We adopted Accounting Standards Update (ASU) No. 2016-09, Improvements to Employee Share-Based Payment
Accounting, and ASU No. 2016-15, Cash Flow Classification of Certain Cash Receipts and Cash Payments, as of
January 1, 2017. See the discussion under Recent Accounting Pronouncements in Note 1 in the Notes to Unaudited
Condensed Consolidated Financial Statements included elsewhere in this Quarterly Report on Form 10-Q for further
information regarding the adoption of this new accounting guidance.
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COMPARISON OF RESULTS OF OPERATIONS FOR THE THREE AND NINE MONTHS ENDED
SEPTEMBER 30, 2017 WITH THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2016

Net sales
Gross profit

Operating income

Three Months Ended
September 30,
2017 2016
% of % of
Net Net Dollar %

Amount Sales Amount Sales Change Change

(dollars in millions, except per share amounts)

$1,128.8 100.0% $1,293.9 100.0% $(165.1) (12.8 )%
429.6 38.1 542.9 42.0 (113.3) (209 )
126.8 11.2 180.7 14.0 (539 ) (298 )

Non-GAAP adjusted operating income () 223.5 19.8 296.7 22.9 (732 ) (247 )

Net income 51.2 45 % 938 72 % (42.6 ) (454 )
Diluted earnings per share $0.26 $0.48 $(0.22 ) (458 Y%
Nine Months Ended
September 30,
2017 2016
% of % of
Net Net Dollar %
Amount Sales Amount Sales Change Change
(dollars in millions, except per share amounts)
Net sales $3,440.2 100.0% $3,744.7 100.0% $(304.5) (8.1 )%

Gross profit

Operating income

1,357.2 39.5 1,543.7 41.2 (186.5) (12.1 )
386.0 11.2 455.3 12.2 (693 ) (152 )

Non-GAAP adjusted operating income ) 683.2 19.9 799.1 21.3 (115.9) (145 )
Net income
Diluted earnings per share $0.71 $0.86 $0.15 ) (174 Y%

140.2 41 % 168.4 45 % (282 ) (16.7 )

(1)See “Reconciliation of Non-GAAP Measures.”

Net sales

Net sales
Domestic
International

Three Months

Ended Nine Months Ended

September 30, Change September 30, Change
2017 2016 $ % 2017 2016 $ %

(dollars in millions)

$1,128.8 $1,293.9 $(165.1) (12.8)% $3,440.2 $3,744.7 $(304.5) (8.1 Y%
595.3 712.2 (116.9) (16.4) 1,887.5 2,011.2 (123.7) (6.2 )
533.5 581.7 482 ) (8.3 ) 1,552.7 1,733.5 (180.8) (10.4)

Net sales for the three months ended September 30, 2017 decreased in all major geographic regions compared to the
corresponding prior year period. The decrease was most pronounced in the United States (U.S.) and the Asia Pacific
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(APAC) region. For the nine months ended September 30, 2017, net sales were lower across all regions compared to
the same prior year period except the Europe, Middle East and Africa (EMEA) region, with the APAC region, the
U.S., and the Central and Latin America (CALA) region driving the decrease. Net sales to customers located outside
of the U.S. comprised 47.3% and 45.1% of total net sales for the three and nine months ended September 30, 2017,
respectively, compared to 45.0% and 46.3% for the three and nine months ended September 30, 2016, respectively.
Foreign exchange rate changes had a positive impact on net sales of about 1.0% for the three months ended September
30, 2017 and did not significantly impact net sales for the nine months ended September 30, 2017 compared to the
same periods in 2016.
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From a segment perspective, net sales from the CCS segment decreased 13.5% and 7.4% for the three and nine
months ended September 30, 2017, respectively, compared to the prior year periods due to lower sales in both
domestic and international markets. Net sales from the CommScope Mobility Solutions (CMS) segment decreased
11.5% and 9.3% for the three and nine months ended September 30, 2017, respectively, compared to the prior year
periods due to lower sales in international markets coupled with a continued softening in the U.S. market in the third
quarter of 2017. For further details by segment, see the section titled “Segment Results” below.

Gross profit, SG&A expense and R&D expense

Three Months
Ended Nine Months Ended
September 30, Change September 30, Change
2017 2016 $ % 2017 2016 $ %
(dollars in millions)
Gross profit $429.6  $5429 $(113.3) (209)% $1,357.2 $1,543.7 $(186.5) (12.1)%
Gross margin percentage 38.1 % 42.0 % 395 % 412 %
SG&A expense 184.7 220.8 (36.1 ) (16.3) 603.6 664.4 (60.8 ) (9.2)
As a percent of sales 164 % 17.1 % 175 % 1777 %
R&D expense 44.5 48.4 39 ) @8.1) 140.3 152.6 (123 ) (8.1)
As a percent of sales 39 % 37 % 4.1 % 4.1 %

Gross profit (net sales less cost of sales)

The decrease in gross profit for the three and nine months ended September 30, 2017 compared to the prior year
periods was mainly driven by decreases in sales volume, reductions in price, unfavorable manufacturing variances and
higher material costs. This decrease was partially offset by the favorable impact of cost reduction initiatives.

Selling, general and administrative expense

Selling, general and administrative (SG&A) expense for the three and nine months ended September 30, 2017 was
lower than the prior year periods due primarily to lower incentive compensation expense, benefits from cost reduction
initiatives and lower expenses related to the reduced sales volume. SG&A expense as a percentage of sales decreased
from the prior year periods as a result of these reductions in expense.

Research and development

Research and development (R&D) expense decreased for the three and nine months ended September 30, 2017
compared to the prior year periods primarily as a result of lower incentive compensation expense. R&D expense as a
percentage of sales remained relatively unchanged from the prior year periods. R&D activities generally relate to
ensuring that our products are capable of meeting the evolving technological needs of our customers, bringing new
products to market and modifying existing products to better serve our customers.

Amortization of purchased intangible assets, Restructuring costs and Asset impairments

Three

Months

Ended Nine Months Ended
September 30, Change September 30, Change
2017 2016 $ 2017 2016 $

(dollars in millions)
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Amortization of purchased intangible assets $68.3 $74.6 $ (6.3 ) $202.9 $2243 $214)

Restructuring costs, net 5.4 108 (54 ) 245 24.5 —

Asset impairments — 7.4 74 ) — 22.7 (22.7 )
Amortization of purchased intangible assets

The amortization of purchased intangible assets was lower for the three and nine months ended September 30, 2017
compared to the prior year periods primarily because certain of our intangible assets became fully amortized. This was

partially offset by the amortization of intangible assets related to the Cable Exchange acquisition.
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Restructuring costs

The restructuring costs for the three and nine months ended September 30, 2017 and 2016 were primarily related to
the continuing integration of the BNS acquisition. We expect to incur additional pretax costs of up to $0.5 million to
complete actions announced to date. We paid $15.7 million and $36.7 million of restructuring costs during the three
and nine months ended September 30, 2017, respectively, and expect to pay an additional $8.7 million by the end of
2017 related to restructuring actions that have been initiated. In addition, we expect to pay $17.2 million between
2018 and 2022 related to restructuring actions that have been initiated. As a result of the continuing BNS integration,
additional restructuring actions are expected to be identified and the resulting charges and cash requirements may be
material.

Asset impairments

We did not record any asset impairment charges during the three and nine months ended September 30, 2017. During
the three months ended September 30, 2016, we recorded a $7.4 million impairment charge within the CCS segment
due to the revised business plan for a product line that indicated its intangible assets would not be recoverable. In
addition to this impairment charge, the nine months ended September 30, 2016 included a $15.3 million goodwill
impairment charge in the CCS segment as a result of the impairment analysis required by the change in reportable
segments. Goodwill is tested for impairment annually on October 1 and both goodwill and other assets are tested when
events have occurred or circumstances exist that indicate potential impairment. It is possible that future impairment
reviews may indicate additional impairments of goodwill and/or other assets and those charges could be material.

Net interest expense, Other income (expense), net and Income tax expense

Three Months
Ended Nine Months Ended
September 30, Change September 30, Change
2017 2016 % 2017 2016 $
(in millions)
Net interest expense $(60.6) $(67.3) $ 6.7 $(189.0 ) $(210.3) $21.3
Other income (expense), net 1.8 (7.5 ) 93 (134 ) (@219 ) 85
Income tax expense (16.9) (120) 49 ) @434 ) G48 ) 114

Net interest expense

The decrease in net interest expense for the three and nine months ended September 30, 2017 as compared to the prior
year periods resulted from decreases in our long-term debt due to our debt redemptions in 2016. Our average
long-term debt outstanding decreased by more than $400.0 million for the nine months ended September 30, 2017 as
compared to the prior year period. During the nine months ended September 30, 2017, the reduction in interest
expense was offset partially by the write-off of $9.6 million of debt issuance costs and original issue discount in
connection with the redemption of $500.0 million of the 4.375% senior secured notes due 2020 (the 2020 Notes) and
the prepayment of $250.0 million of senior secured term loans. The redemption of the 2020 Notes and the prepayment
of the senior secured term loans were substantially funded by the issuance of $750.0 million of new 5.00% senior
notes due 2027 (the 2027 Notes) in March 2017.

In June 2016 and August 2016, we voluntarily redeemed $300.0 million and $236.6 million, respectively, of the
6.625%/7.375% senior payment-in-kind toggle notes (the senior PIK toggle notes). In connection with the redemption,
we incurred a redemption premium (see “Other income (expense), net” below) and wrote off $2.6 million and $6.1
million of debt issuance costs to interest expense during the three and nine months ended September 30, 2016,
respectively.
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Our weighted average effective interest rate on outstanding borrowings, including the amortization of debt issuance
costs and original issue discount, was 5.34% at September 30, 2017, 5.24% at December 31, 2016 and 5.32% at
September 30, 2016.

Other income (expense), net

In connection with the redemption of the 2020 Notes during the nine months ended September 30, 2017, we paid a
redemption premium of $14.8 million which was included in other income (expense), net. In May 2017, we amended
the senior secured loan due December 2022 (the 2022 Term Loan) to reduce the interest rate margin, and in
connection with the amendment, we incurred debt modification costs of $1.1 million which were included in other
income (expense), net for the nine months ended September 30, 2017. In connection with the redemptions of the
senior PIK toggle notes, we incurred redemption premiums of $7.8 million and $17.7 million for the three and nine
months ended September 30, 2016, respectively, which were included in other income (expense), net.
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Foreign exchange losses of $1.7 million and $7.1 million were included in other income (expense), net for the three
and nine months ended September 30, 2017, respectively, compared to losses of $0.1 million and $3.5 million for the
three and nine months ended September 30, 2016, respectively.

During the three and nine months ended September 30, 2017, we sold the remainder of our investment in Hydrogenics
resulting in pretax gains of $2.4 million and $9.0 million, respectively, which were recorded in other income
(expense), net. During the nine months ended September 30, 2016, sales of Hydrogenics shares resulted in pretax
gains of $1.2 million.

Income taxes

Our effective income tax rate of 24.8% and 23.6% for the three and nine months ended September 30, 2017,
respectively, was lower than the statutory rate of 35.0% primarily due to a reduction in tax expense related to the
expiration of statutes of limitations on various uncertain tax positions. In addition, the effective tax rate was favorably
affected by $0.4 million and $13.5 million of excess tax benefits related to equity-based compensation awards for the
three and nine months ended September 30, 2017, respectively. Such benefits, which were previously reflected in
additional paid-in capital, are now recognized in income tax expense as a result of the adoption of ASU No. 2016-09,
Improvements to Employee Share-Based Payment Accounting. See the discussion under Recent Accounting
Pronouncements in Note 1 in the Notes to Unaudited Condensed Consolidated Financial Statements included
elsewhere in this Quarterly Report on Form 10-Q for further information regarding the adoption of this new
accounting guidance. Offsetting these decreases for the three and nine months ended September 30, 2017 was the
effect of the provision for state income taxes.

Our effective income tax rate of 11.4% and 24.6% for the three and nine months ended September 30, 2016,
respectively, was lower than the statutory rate of 35.0% primarily due to a reduction in tax expense related to the
expiration of statutes of limitations on various uncertain tax positions and the release of valuation allowances related
to certain foreign deferred tax assets. The effective income tax rate was also favorably affected by the impact of
earnings in foreign jurisdictions that we do not plan to repatriate. These earnings are generally taxed at rates lower
than the U.S. statutory rate. Offsetting these decreases for the nine months ended September 30, 2016 was the effect of
the provision for state income taxes as well as the goodwill impairment for which only partial tax benefits were
recorded.
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Segment Results

Net sales by segment:
CCS
CMS
Consolidated net sales

Operating income by segment:
CCS
CMS
Consolidated operating income

Non-GAAP adjusted operating income by

segment: (1)
CCS
CMS

Non-GAAP consolidated adjusted operating

income (D

Net sales by segment:
CCS
CMS
Consolidated net sales

Operating income by segment:
CCS
CMS
Consolidated operating income

Three Months Ended

September 30,

2017 2016
% of
Net

Amount Sales Amount

(dollars in millions)

$708.7 62.8 % $819.2
420.1 37.2 474.7
$1,128.8 100.0 % $1,293.9

$71.2 10.0 % $104.8
55.6 13.2 75.9
$126.8 11.2 % $180.7

$139.3 19.7 % $189.5
84.2 20.0 107.2

$223.5 19.8 % $296.7

Nine Months Ended

September 30,

2017 2016
% of
Net

Amount Sales Amount

(dollars in millions)

$2,116.0 61.5 % $2,284.2
1,3242 38.5 1,460.5

$3,440.2 100.0 % $3,744.7

$193.8 92 % $247.8
192.2 14.5 207.5

$386.0 11.2 % $455.3

% of
Net Dollar %

Sales Change Change

633 % $(110.5) (13.5 )%
36.7 (546 ) (115 )
100.0 % $(165.1) (12.8 )%

128 % $(33.6 ) (32.1 )%
16.0 (203 ) (26.7 )
140 % $(539 ) (29.8 )%

23.1 % $(50.2 ) (26.5 )%
22.6 (23.0 ) (215 )

229 % $(732 ) (247 Y%

% of
Net Dollar %

Sales Change Change

61.0 % $(168.2) (74 )%
39.0 (136.3) (9.3 )
100.0 % $(304.5) (8.1 )%

10.8 % $(54.0 ) (21.8 )%
14.2 (153 ) (74 )
122 % $(69.3 ) (152 )%
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Non-GAAP adjusted operating income by

segment: (1)
CCS $400.9 189 % $492.8 21.6 % $(91.9 ) (18.6 )%
CMS 282.3 21.3 306.3 21.0 240 ) (7.8 )

Non-GAAP consolidated adjusted operating

income () $683.2 199 % $799.1 213 % $(115.9) (145 )%

(1)See “Reconciliation of Non-GAAP Measures.” Components may not sum to total due to rounding.
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CommScope Connectivity Solutions Segment

Our CCS segment provides connectivity and network intelligence for indoor and outdoor network applications. Indoor
network solutions are found in commercial buildings and in the network core, which includes data centers, central
offices and cable television headends. These solutions provide voice, video, data and other mission-critical,
high-bandwidth applications including storage area networks, streaming media, data backhaul, cloud applications and
grid computing. These comprehensive solutions, sold primarily under the SYSTIMAX, Uniprise and NETCONNECT
brands, include optical fiber and twisted pair structured cabling solutions, intelligent infrastructure software, network
rack and cabinet enclosures, patch cords and panels, and network design services. Our outdoor network solutions are
found in access networks and include coaxial cabling and fiber-optic connectivity solutions, which include a robust
portfolio of fiber optic connectors and fiber management systems.

CCS segment net sales were lower in the three and nine months ended September 30, 2017 compared to the prior year
periods in all regions except the EMEA region. The decrease was driven by the U.S. and the APAC region as a result
of a slowdown in the rollout of new projects by certain North American service providers, continued weakness in
demand for our indoor network products, and certain large projects in the APAC region in 2016 that did not recur in
2017. In addition, we experienced BNS integration issues early in 2017 that negatively affected customer service
levels and order rates. Incremental sales related to the Cable Exchange acquisition completed in August 2017 were not
material to the CCS segment for the three and nine months ended September 30, 2017. Compared to the same periods
in 2016, foreign exchange rate changes had a positive impact on CCS segment sales of about 1.0% for the three
months ended September 30, 2017 and did not significantly impact segment sales for the nine months ended
September 30, 2017.

CCS segment operating income and non-GAAP adjusted operating income decreased for the three and nine months
ended September 30, 2017 compared to the prior year periods primarily due to lower sales volumes, price reductions,
higher material costs and unfavorable manufacturing variances. These decreases were partially offset by lower
incentive compensation and the favorable impact of cost reduction initiatives. The decrease in CCS segment operating
income was also partially offset by lower intangible asset amortization and lower goodwill impairment charges during
the three and nine months ended September 30, 2017 compared to the prior year periods. The impacts of intangible
asset amortization and goodwill impairment charges are excluded from the calculation of non-GAAP adjusted
operating income. See “Reconciliation of Non-GAAP Measures.”

We expect demand for our indoor network CCS products to be driven by global information technology spending and
spending in core networks as the ongoing need for bandwidth and intelligence in the network continues to create
demand for high-performance connectivity solutions. We expect demand for our outdoor network CCS products to be
driven by global deployment of fiber-optic solutions for fiber-to-the-X applications, new services, competitive
dynamics in the access market, ongoing maintenance requirements of cable networks and residential construction
market activity in North America. Spending patterns by service providers can be volatile. Uncertain global economic
conditions, variability in the levels of commercial and residential construction activity, consolidation among service
providers, uncertain levels of information technology spending and reductions in the levels of distributor inventories
may negatively affect demand for our products. The ongoing demand for fiber solutions is expected to be somewhat
offset by decelerating demand for copper solutions in networks.

In the near-term, we expect more cautious spending patterns at certain North American service providers and
continuing weakness in demand for our indoor network CCS products. We expect a return to growth in North America

in 2018.

CommScope Mobility Solutions Segment

63



Edgar Filing: CommScope Holding Company, Inc. - Form 10-Q

Our CMS segment provides RF wireless network connectivity solutions as well as DAS and small cell solutions. Our
solutions, marketed primarily under the Andrew brand, enable wireless operators to deploy macro cell site, metro cell
site, DAS and small cell solutions to meet 2G, 3G and 4G cellular coverage and capacity requirements and begin to
prepare for their 5G needs. Our macro cell solutions can be found at wireless tower sites and on rooftops and include
base station antennas, microwave antennas, hybrid fiber-feeder and power cables, coaxial cables, connectors and
filters. Our metro cell solutions can be found on street poles and on other urban, outdoor structures and include RF
delivery and connectivity solutions, equipment housing and concealment. These fully integrated outdoor systems
consist of specialized antennas, filters/combiners, backhaul solutions, intra-system cabling and power distribution, all
minimized to fit an urban environment. Our DAS and small cell solutions allow wireless operators to increase spectral
efficiency and thereby extend and enhance cellular coverage and capacity in challenging network conditions such as
commercial buildings, urban areas, stadiums and transportation systems.
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The CMS segment experienced a decrease in net sales for the three months ended September 30, 2017 compared to
the prior year period in all major regions, except the APAC region. Net sales from the CMS segment for the nine
months ended September 30, 2017 decreased in all regions. The decline in sales of our CMS products in the APAC
region was primarily due to certain large projects in the first half of 2016 that did not recur in the first half of 2017.
Also, while CMS segment net sales benefited from increased spending by certain domestic operators in the first
quarter of 2017, we saw a slowdown in their spending in the second and third quarters of 2017. Compared to the same
periods in 2016, foreign exchange rate changes had a positive impact on CMS segment sales of 1.0% for the three
months ended September 30, 2017 and did not significantly impact segment sales for the nine months ended
September 30, 2017.

CMS segment operating income and non-GAAP adjusted operating income decreased for the three and nine months
ended September 30, 2017 compared to the prior year periods primarily due to lower sales volumes, price reductions
and unfavorable geographic mix partially offset by lower incentive compensation. The decrease in CMS segment
operating income for the three and nine months ended September 30, 2017 compared to the prior year periods was
partially offset by lower intangible amortization, restructuring costs and transaction costs. Non-GAAP adjusted
operating income excludes the impacts of intangible amortization, restructuring costs and transaction costs. See
“Reconciliation of Non-GAAP Measures.”

Our sales to wireless operators are volatile. We expect longer-term demand for our CMS products to be positively
affected by wireless coverage and capacity expansion in emerging markets and growth in mobile data services in
developed markets. In addition, we expect longer-term demand for our CMS products to be favorably affected by
government initiatives to promote the expansion of wireless networks (e.g., FirstNet). We also expect longer-term
demand for our CMS products to be positively affected by the introduction of 5G technology. In preparation for 5G
networks, we continue to invest heavily in R&D, support customer trials and participate in industry forums to help
shape 5G standards. Uncertainty in the global economy or a particular region or consolidation among wireless
operators may slow the growth or cause a decline in capital spending by wireless operators and negatively impact our
net sales.

In the near-term, we expect cautious spending patterns at certain North American operators due primarily to industry
consolidation and delayed timing of certain expected network upgrades. We expect a return to growth in North
America in 2018.

LIQUIDITY AND CAPITAL RESOURCES

The following table summarizes certain key measures of our liquidity and capital resources.

September 3December 31, Dollar %

2017 2016 Change Change
(dollars in millions)
Cash and cash equivalents $411.2 $ 428.2 $(17.0) (4.0 Y%
Working capital (1, excluding cash and cash
equivalents and current portion of long-term debt ~ 865.7 720.2 1455 20.2
Availability under revolving credit facility 415.8 441.1 253 ) (5.7 )
Long-term debt, including current portion 4,548.0 4,562.0 (14.0) (03 )
Total capitalization @ 6,098.7 5,956.1 1426 24
Long-term debt, including current portion, as a 746 % 76.6 %
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percentage of total capitalization

(1)Working capital consisted of current assets of $1,993.9 million less current liabilities of $717.0 million at
September 30, 2017. Working capital consisted of current assets of $1,993.8 million less current liabilities of
$857.8 million at December 31, 2016.

(2) Total capitalization includes long-term debt, including the current portion, and stockholders’ equity.
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Our principal sources of liquidity on a short-term basis are cash and cash equivalents, cash flows provided by
operations and availability under credit facilities. On a long-term basis, our potential sources of liquidity also include
raising capital through the issuance of debt and/or equity. The primary uses of liquidity include debt service
requirements (including voluntary debt repayments or redemptions), funding working capital requirements, funding
acquisitions, paying acquisition integration costs, capital expenditures, paying restructuring costs, income tax
payments (including cost of repatriation), funding pension and other postretirement obligations and repurchasing our
common stock. We believe that our existing cash, cash equivalents and cash flows from operations, combined with
availability under our revolving credit facility, will be sufficient to meet our presently anticipated future cash needs.
We may, from time to time, borrow under our revolving credit facility or issue securities, if market conditions are
favorable, to meet future cash needs or to reduce our borrowing costs.

Although there are no financial maintenance covenants under the terms of our senior notes, there is a limitation,
among other limitations, on certain future borrowings based on an adjusted leverage ratio or a fixed charge coverage
ratio. These ratios are based on financial measures similar to adjusted EBITDA as presented in the “Reconciliation of
Non-GAAP Measures” section below, but also give pro forma effect to certain events, including acquisitions and
savings from cost reduction initiatives such as facility closures and headcount reductions. For the twelve months
ended September 30, 2017, our pro forma adjusted EBITDA, as measured pursuant to indentures governing our notes,
was $1,043.6 million, which included the impact of the Cable Exchange acquisition and savings from announced cost
reduction initiatives (combined total of $27.1 million) so that the impact of the acquisition and cost reduction
initiatives is fully reflected in the twelve-month period used in the calculation of the ratios. In addition to limitations
under these indentures, our senior secured credit facilities contain customary negative covenants. We believe we are in
compliance with the covenants under our indentures and senior secured credit facilities at September 30, 2017.

Cash and cash equivalents decreased during the first nine months of 2017 despite $335.4 million of cash generated by
operations. The decrease was mainly due to cash used to repurchase $175.0 million our common stock, $105.2 million
used to acquire Cable Exchange, $51.2 million used for capital expenditures and $25.0 million used for a voluntarily
repayment on the 2022 Term Loan.

As of September 30, 2017, approximately 80% of our cash and cash equivalents were held outside the U.S. Income
taxes have been provided on foreign earnings such that there would be no significant tax cost to repatriate the portion
of this cash that is not required to meet operational needs of our international subsidiaries.

Working capital, excluding cash and cash equivalents and the current portion of long-term debt, increased during the
nine months ended September 30, 2017 primarily due to lower accrued compensation balances due to the payment of
2016 incentive compensation and a reduction of income tax payable due to certain international tax payments. The net
increase in total capitalization during the nine months ended September 30, 2017 primarily reflected current year
earnings and foreign currency translation gains, partially offset by stock repurchases.

Cash Flow Overview

Nine Months Ended
September 30, Dollar %
2017 2016 Change Change
(in millions)
Net cash generated by operating activities $335.4 $551.1 $(215.7) (39.1 )%
Net cash used in investing activities (141.5) (39.5 ) (102.0)NM
Net cash used in financing activities (229.3) (558.1) 328.8 NM
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NM - Not meaningful

Operating Activities

During the nine months ended September 30, 2017, we generated $335.4 million of cash through operating activities
compared to $551.1 million during the nine months ended September 30, 2016. The lower level of cash generation
was primarily due to the prior year benefit generated from the extension of vendor payment terms as well as higher
2016 incentive compensation paid in the current year. These declines were partially offset by higher cash flow from
accounts receivable due to changes in the timing of sales and collections. In addition, we paid higher cash taxes during
the nine months ended September 30, 2017 than in the prior year period but this was partially offset by lower interest
payments than in the comparable period.
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Investing Activities

During the nine months ended September 30, 2017, we acquired Cable Exchange and paid $105.2 million, net of cash
acquired, using cash on hand. We recorded a noncurrent liability for the remaining $14.5 million payments due to the
sellers. During the nine months ended September 30, 2016, we received adjustments to the BNS acquisition purchase
price of $3.7 million and paid $1.0 million as a final payment on a previous acquisition.

Investment in property, plant and equipment during the nine months ended September 30, 2017 was $51.2 million
compared with $49.7 million for the prior year period. The investment in property, plant and equipment was primarily
related to supporting improvements in manufacturing operations, including expanding production capacity and
investing in information technology, including software developed for internal use.

During the nine months ended September 30, 2017 we received proceeds of $9.9 million related to the sale of the
remainder of our investment in Hydrogenics Corporation. During the nine months ended September 30, 2016 we
received $1.3 million in proceeds related to the sale of a portion of that investment.

During the nine months ended September 30, 2017 and 2016, we sold properties no longer being utilized for $5.0
million and $3.7 million, respectively.

Financing Activities

During the nine months ended September 30, 2017, we issued the 2027 Notes for $750.0 million and the proceeds,
together with cash on hand, were used to (i) redeem all $500.0 million of the outstanding 2020 Notes, (ii) repay a
portion of the outstanding borrowings under our senior secured term loans, including the $111.9 million of
outstanding principal on our senior secured term loan due 2018 and $138.1 million of outstanding principal on the
2022 Term Loan, and (iii) pay related fees and expenses. We paid a $14.8 million premium to redeem the 2020 Notes
and paid $7.2 million in debt issuance costs related to the 2027 Notes.

During the nine months ended September 30, 2017, we amended the 2022 Term Loan to reduce the interest rate
margin by 50 basis points which resulted in the repayment of $30.4 million to certain lenders under the senior secured
credit facilities and the receipt of $30.4 million in proceeds from the new lenders and existing lenders who increased
their positions. We also paid $1.1 million in debt modification costs related to this amendment.

During the nine months ended September 30, 2017, we voluntarily repaid $25.0 million of the 2022 Term Loan. We
expect to voluntarily repay additional debt and may repurchase certain of our senior notes if market conditions are
favorable and the applicable indenture and the credit agreements governing the senior secured credit facilities permit
such repayment or repurchase. We may also refinance portions of our existing debt to reduce interest rates, extend the
term or adjust the total amount of fixed or floating-rate debt.

As of September 30, 2017, we had no outstanding borrowings under our revolving credit facility and the remaining
availability was approximately $415.8 million, reflecting a borrowing base of $444.4 million reduced by $28.6 million
of letters of credit issued under the revolving credit facility.

During the first half of the year, we paid cash of $100.0 million to repurchase stock under the stock repurchase
program authorized by our Board of Directors in February 2017. We had no remaining authorization under this stock
repurchase program as of September 30, 2017. In August 2017, our Board of Directors approved a new stock
repurchase plan of up to $100.0 million. We paid cash of $75.0 million to repurchase stock under this plan during the
nine months ended September 30, 2017. We had $25.0 million remaining authorized under this stock repurchase
program as of September 30, 2017. The repurchase authorization under this plan expires on July 31, 2018.
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During the nine months ended September 30, 2017, we received proceeds of $8.8 million related to the exercise of
stock options. Also during the nine months ended September 30, 2017, employees surrendered 398,698 shares of our
common stock to satisfy their tax withholding requirements on vested restricted stock units and performance share
units, which reduced cash flows by $15.0 million.

During the nine months ended September 30, 2016, we voluntarily redeemed the remaining $536.6 million of our
senior PIK toggle notes, and we made mandatory debt repayments of $9.4 million on the 2022 Term Loan. Also
during the nine months ended September 30, 2016, we received proceeds of $8.6 million related to the exercise of
stock options and employees surrendered 115,598 shares of our common stock to satisfy their tax withholding
requirements on vested restricted stock units, which reduced cash flows by $2.9 million.
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Reconciliation of Non-GAAP Measures

We believe that presenting certain non-GAAP financial measures enhances an investor’s understanding of our financial
performance. We further believe that these financial measures are useful in assessing our operating performance from
period to period by excluding certain items that we believe are not representative of our core business. We also use
certain of these financial measures for business planning purposes and in measuring our performance relative to that

of our competitors. We believe these financial measures are commonly used by investors to evaluate our performance
and that of our competitors. However, our use of the terms non-GAAP adjusted operating income and non-GAAP
adjusted EBITDA may vary from that of others in our industry. These financial measures should not be considered as
alternatives to operating income (loss), net income (loss) or any other performance measures derived in accordance
with U.S. GAAP as measures of operating performance, operating cash flows or liquidity.

We also believe presenting these non-GAAP results for the twelve months ended September 30, 2017 provides an
additional tool for assessing our recent performance. Such amounts are unaudited and are derived by subtracting the
data for the nine months ended September 30, 2016 from the data for the year ended December 31, 2016 and then
adding the data for the nine months ended September 30, 2017.

Consolidated
Three Months ~ Nine Months Year Twelve Months
Ended Ended Ended Ended
December
September 30,  September 30, 31, September 30,
2017 2016 2017 2016 2016 2017
(in millions)
Operating income $126.8 $180.7 $386.0 $4553 $5748 §$ 505.5
Adjustments:
Amortization of purchased intangible
assets 68.3 74.6 2029 2243 2972 275.8
Restructuring costs, net 5.4 10.8 24.5 24.5 42.9 429
Equity-based compensation 11.0 8.4 31.6 26.6 35.0 40.0
Asset impairments — 7.4 — 22.7 38.6 15.9
Integration and transaction costs (a) 12.0 14.8 38.2 45.1 62.3 55.4
Purchase accounting adjustments (b) — — — 0.6 0.6 —
Non-GAAP adjusted operating income $223.5 $296.7 $683.2 $799.1 $1,0514 $ 9355
Depreciation 20.6 20.2 60.8 60.2 80.5 81.1
Non-GAAP adjusted EBITDA $244.1 $3169 $744.1 $859.4 $1,131.8 §$ 1,016.5

(a)Reflects integration costs related to the acquisition of the BNS business, transaction costs related to potential and
consummated acquisitions and costs related to secondary stock offerings.

(b)Reflects non-cash charges resulting from purchase accounting adjustments.

CCS Segment

Three Months
Ended Nine Months Ended

September 30,  September 30,
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2017 2016 2017
(in millions)

Operating income $71.2 $104.8 $193.8
Adjustments:

Amortization of purchased intangible assets  44.2 494 130.7
Restructuring costs, net 5.6 8.4 19.9
Equity-based compensation 6.4 4.9 18.4
Asset impairments — 7.4 —
Integration and transaction costs 11.9 14.6 38.1
Purchase accounting adjustments — — —
Non-GAAP adjusted operating income $139.3 $189.5 $400.9

2016
$247.8

148.3
16.1
15.2
22.7
42.1
0.6
$492.8
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CMS Segment

Operating income

Adjustments:

Amortization of purchased intangible assets
Restructuring costs, net

Equity-based compensation

Integration and transaction costs
Non-GAAP adjusted operating income

Note: Components may not sum to total due to rounding.
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Three Months
Ended

September 30,
2017 2016
(in millions)
$55.6 $75.9

241 252
0.2) 25
4.6 3.5
0.2 0.2
$84.2 $107.2

Nine Months Ended

September 30,
2017 2016

$1922  $207.5

72.2 76.0
4.6 8.4
13.2 11.5
0.2 29

$2823 $306.3
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Contractual Obligations
In March 2017, we issued the 2027 Notes, redeemed the 2020 Notes and repaid a portion of our senior secured term
loans. In May 2017, we repriced the 2022 Term Loan. The following table summarizes our contractual obligations at

September 30, 2017:

Amount of Payments Due per Period

Total
Remainder
Payments of
Contractual Obligations Due 2017 2018-2019 2020-2021 Thereafter

(in millions)
Long-term debt, including current

maturities (a) $4,621.3 $— $ — $ 650.0 $3,971.3
Interest on long-term debt (a)(b) 1,599.9 58.5 463.6 4453 632.5
Operating leases 117.1 9.9 56.1 324 18.7
Purchase obligations (c) 10.4 104 — — —
Pension and other postretirement

benefit liabilities (d) 11.2 3.6 3.2 1.9 2.5
Restructuring costs, net (e) 19.4 8.0 9.6 1.8 —
Unrecognized tax benefits (f) — — — — —
Total contractual obligations $6,379.3 $904 $ 532.5 $1,131.4 $4,625.0

(a) No other prepayment or redemption of any of our long-term debt balances has been assumed. Refer to Note 5 in the
Notes to Condensed Consolidated Financial Statements included in this Form 10-Q and Note 6 in the Notes to
Consolidated Financial Statements included in our 2016 Annual Report for information regarding the terms of our
long-term debt agreements.

(b)Interest on long-term debt excludes the amortization of debt issuance costs and original issue discount. Interest on
variable rate debt is estimated based upon rates in effect at September 30, 2017.

(c)Purchase obligations include minimum amounts owed under take-or-pay or minimum requirements contracts.
Amounts covered by open purchase orders are excluded as there is no contractual obligation until goods or services
are received.

(d) Amounts reflect expected contributions related to payments under the postretirement benefit plans through 2026
and expected pension contributions of $3.2 million during the remainder of 2017 (see Note 10 in the Notes to
Consolidated Financial Statements included in our 2016 Annual Report).

(e)Future restructuring payments exclude payments due under lease arrangements which are included in operating
leases above.

(f)Due to the uncertainty in predicting the timing of tax payments related to our unrecognized tax benefits, $42.9
million has been excluded from the presentation. We anticipate a reduction of up to $1.0 million of unrecognized
tax benefits during the remainder of 2017 (see Note 11 in the Notes to Consolidated Financial Statements included
in our 2016 Annual Report).

Off-Balance Sheet Arrangements

We are not party to any significant off-balance sheet arrangements except for operating leases. There have not been
any material changes to our off-balance sheet arrangements during the nine months ended September 30, 2017.
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FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q or any other oral or written statements made by us or on our behalf may include
forward-looking statements that reflect our current views with respect to future events and financial performance.

These forward-looking statements are generally identified by their use of such terms and phrases as “intend,” “goal,”
“estimate,” “expect,” “project,” “projections,” “plans,” “anticipate,” “should,” “could,” “designed to,” “foreseeable future,” ‘b
“scheduled,” “outlook,” “target,” “guidance” and similar expressions, although not all forward-looking statements contain suck
terms. This list of indicative terms and phrases is not intended to be all-inclusive.

EEINT3 LT3 9 ¢ 99 ¢

These statements are subject to various risks and uncertainties, many of which are outside our control, including,
without limitation, our ability to integrate the BNS business in a timely and cost-effective manner; our reliance on TE
Connectivity for transition services for the BNS business; our ability to realize expected growth opportunities and cost
savings from the BNS business; our dependence on customers’ capital spending on data and communication systems;
concentration of sales among a limited number of customers and channel partners; changes in technology; industry
competition and the ability to retain customers through product innovation, introduction and marketing; risks
associated with our sales through channel partners; changes to the regulatory environment in which our customers
operate; product quality or performance issues and associated warranty claims; our ability to maintain effective
management information systems and to successfully implement major systems initiatives; cyber-security incidents,
including data security breaches or computer viruses; the risk our global manufacturing operations suffer production
or shipping delays, causing difficulty in meeting customer demands; the risk that internal production capacity or that
of contract manufacturers may be insufficient to meet customer demand or quality standards for our products; changes
in cost and availability of key raw materials, components and commodities and the potential effect on customer
pricing; risks associated with our dependence on a limited number of key suppliers for certain raw material and
components; the risk that contract manufacturers we rely on encounter production, quality, financial or other
difficulties; our ability to fully realize anticipated benefits from prior or future acquisitions or equity investments;
potential difficulties in realigning global manufacturing capacity and capabilities among our global manufacturing
facilities, including delays or challenges related to removing, transporting or reinstalling equipment, that may affect
our ability to meet customer demands for products; possible future restructuring actions; substantial indebtedness and
maintaining compliance with debt covenants; our ability to incur additional indebtedness; our ability to generate cash
to service our indebtedness; possible future impairment charges for fixed or intangible assets, including goodwill;
income tax rate variability and ability to recover amounts recorded as deferred tax assets; our ability to recover
value-added and similar tax receivables; our ability to attract and retain qualified key employees; labor unrest;
obligations under our defined benefit employee benefit plans may require plan contributions in excess of current
estimates; significant international operations exposing us to economic, political and other risks, including the impact
of variability in foreign exchange rates; our ability to comply with governmental anti-corruption laws and regulations
and export and import controls worldwide; our ability to compete in international markets due to export and import
controls to which we may be subject; changes in the laws and policies in the United States affecting trade; cost of
protecting or defending intellectual property; costs and challenges of compliance with domestic and foreign
environmental laws; and other factors beyond our control. These and other factors are discussed in greater detail in our
2016 Annual Report on Form 10-K. Although the information contained in this Quarterly Report on Form 10-Q
represents our best judgment as of the date of this report based on information currently available and reasonable
assumptions, we can give no assurance that the expectations will be attained or that any deviation will not be material.
Given these uncertainties, we caution you not to place undue reliance on these forward-looking statements, which
speak only as of the date made. We are not undertaking any duty or obligation to update this information to reflect
developments or information obtained after the date of this report, except as otherwise may be required by law.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Other than the changes disclosed below, there have been no material changes in the interest rate risk, commodity price
risk or foreign currency exchange rate risk information previously reported under Item 7A of our 2016 Annual Report
on Form 10-K, as filed with the SEC on February 23, 2017.

Interest Rate Risk

The table below summarizes the expected interest and principal payments associated with our variable rate debt
outstanding at September 30, 2017 (mainly the $1.1 billion variable rate term loan). The principal payments presented
below are based on scheduled maturities and assume no borrowings under the revolving credit facility. The interest
payments presented below assume the interest rate in effect at September 30, 2017. The impact of a 1% increase in the
interest rate index on projected future interest payments on the variable rate debt is also included in the table below.

Remainder
There-
of
2017 2018 2019 2020 2021 after
(dollars in millions)
Principal and interest payments

on variable rate debt $9.0 $36.0 $36.0 $353 $34.7 $1,106.0
Average cash interest rate 336% 3.36% 336% 330% 3.24% 324 %
Impact of 1% increase in interest rate index $2.7 $10.7 $10.7 $10.7 $10.7 $10.7
We also have $3.6 billion aggregate principal amount of fixed rate senior notes. The table below summarizes our
expected interest and principal payments related to our fixed rate debt at September 30, 2017.

Remainder
There-
of
2017 2018 2019 2020 2021 after
(dollars in millions)
Principal and interest payments

on fixed rate debt $49.5 $195.8 $195.8 $195.8 $829.5 $3,497.8
Average cash interest rate 551% 551 % 551 % 551 % 557 % 548 %
Foreign Currency Risk

During the nine months ended September 30, 2017, we entered into foreign exchange forward contracts that are
designated as net investment hedges and are intended to mitigate a portion of the foreign currency risk on the Euro net
investment in a foreign subsidiary. As of September 30, 2017, the notional value of the forward contracts was $75.0
million and the fair value of the forward contracts was a $7.8 million loss. The forward contracts expire in the fourth
quarter of 2017.
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ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended) as of the end of the period covered by this report. Based on that
evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that these disclosure controls and
procedures are effective.

Changes in Internal Control over Financial Reporting

There have been no changes in the Company’s internal control over financial reporting during the quarter ended
September 30, 2017 that have materially affected, or are reasonably likely to materially affect, the Company’s internal
control over financial reporting.

The Company continues to rely on TE Connectivity to provide various services under transition service agreements
related to portions of the acquired BNS business that have not yet been integrated into legacy CommScope systems.
Management expects that changes to internal control over financial reporting will take place during the remainder of
2017 as significant portions of the operations that are subject to transition service agreements are expected to be
integrated into legacy CommScope systems (see Risk Factors in our 2016 Annual Report on Form 10-K).
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PART II-—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The material set forth under “Commitments and Contingencies” in Note 1 of Notes to the Condensed Consolidated
Financial Statements in Part 1, Item 1 of this Quarterly Report on Form 10-Q is incorporated herein by reference.

ITEM 1A. RISK FACTORS

There have been no material changes from our risk factors as previously reported in Item 1A of our 2016 Annual
Report on Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Recent Sales of Unregistered Securities:

None.

Issuer Purchases of Equity Securities:

On August 2, 2017, the Company announced that its Board of Directors had authorized the repurchase of up to $100.0
million of the Company’s outstanding common stock. The program does not obligate the Company to acquire any
particular amount of its common stock, and the program may be extended, modified, suspended or discontinued at any

time. The repurchase authorization expires on July 31, 2018.

The following table summarizes the stock purchase activity for the three months ended September 30, 2017:

Total
Number of Maximum
Shares Value of
Purchased  Shares that
Total as Partof =~ May Yetbe
Number of Average Publicly Purchased
Shares Price Announced Under the
Purchased Paid Per Plans or Plans or
Period @) Share ~ Programs  Programs
July 1, 2017 - July 31, 2017 937 $37.84 — $—
August 1, 2017 - August 31, 2017 2,310,920 $32.48 2,309,470 $25,000,000
September 1, 2017 - September 30, 2017 301 $3297 — $25,000,000
Total 2,312,158 $32.48 2,309,470

(1) The total number of shares purchased includes 937 shares in July; 1,450 shares in August; and 301 shares in
September that were withheld to satisfy the minimum withholding tax obligations related to RSUs and PSUs that
vested during the period.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES
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Not applicable.

ITEM 5. OTHER INFORMATION
None.
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ITEM 6. EXHIBITS

31.1 ** Certification of Principal Executive Officer pursuant to Rule 13a-14(a).
31.2 ** Certification of Principal Financial Officer pursuant to Rule 13a-14(a).
32.1 ** Certification of Principal Executive Officer and Principal Financial Officer Pursuant to 18 U.S.C.
Section 1350 as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (furnished pursuant to

Item 601(b)(32)(ii) of Regulation S-K).
101.INS XBRL Instance Document, furnished herewith.

101.SCH XBRL Schema Document, furnished herewith.
101.CALXBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB XBRL Taxonomy Extension Label Linkbase Document.
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.

*k Filed herewith.
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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.

COMMSCOPE HOLDING COMPANY, INC.
October 31, 2017 /s/ Mark A. Olson
Date Mark A. Olson

Executive Vice President and Chief Financial Officer
(Principal Financial Officer and duly authorized officer)
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