Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
____________________________________________________________________________________________________________________________________

FORM 10-Q
____________________________________________________________________________________________________________________________________

ý

Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended December 30, 2017
OR

¨

Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission File Number 001-14423
____________________________________________________________________________________________________________________________________

PLEXUS CORP.
(Exact name of registrant as specified in charter)
____________________________________________________________________________________________________________________________________

Wisconsin

39-1344447

(State of Incorporation)

(IRS Employer Identification No.)

One Plexus Way
Neenah, Wisconsin 54957
(Address of principal executive offices)(Zip Code)

Telephone Number (920) 969-6000
(Registrant’s telephone number, including Area Code)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period
that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes ý No ¨
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes ý No ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or an emerging growth company. See the definitions of "large
accelerated filer," "accelerated filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange Act.
Large accelerated filer ý

Accelerated filer ¨

Non-accelerated filer ¨

Smaller reporting company ¨

Emerging growth company ¨

(Do not check if a smaller reporting company)

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards provided
pursuant to Section 13(a) of the Exchange Act. ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
As of January 30, 2018, there were 33,689,319 shares of Common Stock of the Company outstanding.

Yes ¨

No ý

Table of Contents
PLEXUS CORP.
TABLE OF CONTENTS
December 30, 2017

PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
Condensed Consolidated Statements of Comprehensive (Loss) Income
Condensed Consolidated Balance Sheets
Condensed Consolidated Statements of Cash Flows
Notes to Condensed Consolidated Financial Statements
ITEM 2. MANAGEMENT'S DICUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
"Safe Harbor" Cautionary Statement Under the Private Securities Litigation Reform Act of 1995
Overview
Results of Operations
Liquidity of Capital Resources
Contractual Obligations, Commitments and Off-Balance Sheet Obligations
Disclosure About Critical Accounting Policies
New Accounting Pronouncements
ITEM 3. QUANTITATIVE AND QUALITIATIVE DISCLOSURES ABOUT MARKET RISK
ITEM 4. CONTROLS AND PROCEDURES
PART II. OTHER INFORMATION
ITEM 1A. Risk Factors
ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds
ITEM 6. Exhibits
SIGNATURES
2

3
3
3
4
5
6
15
15
15
16
20
24
24
25
26
26
27
27
27
27
28

Table of Contents
PART I.

FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
PLEXUS CORP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(in thousands, except per share data)
Unaudited

Three Months Ended
December 30, 2017
Net sales

$

Cost of sales
Gross profit
Selling and administrative expenses
Operating income
Other income (expense):
Interest expense
Interest income
Miscellaneous
Income before income taxes

677,294
613,771

December 31, 2016
$

63,523
31,966

64,356
30,453

31,557

33,903

(3,725)
1,555
(346)

(3,274)
1,071
(674)

29,041
127,534

Income tax expense
Net (loss) income

635,019
570,663

31,026
2,847

$

(98,493)

$

28,179

Basic

$

(2.93)

$

0.84

Diluted

$

(2.93)

$

0.82

(Loss) earnings per share:

Weighted average shares outstanding:
Basic

33,567

33,534

Diluted

33,567

34,544

Comprehensive (loss) income:
Net (loss) income
Other comprehensive income (loss):
Derivative instrument fair value adjustment
Foreign currency translation adjustments
Other comprehensive income (loss)

$

(98,493)

$

1,539
2,142

(5,403)
(11,359)

3,681

Total comprehensive (loss) income

$

(94,812)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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28,179

(16,762)
$

11,417
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PLEXUS CORP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)
Unaudited
December 30, 2017

September 30, 2017

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net of allowances of $1,049 and $980, respectively
Inventories
Prepaid expenses and other
Total current assets

$

506,694
8,157
334,776
669,894
31,362

$

1,550,883
318,358
5,302
41,664

Property, plant and equipment, net
Deferred income tax assets
Other
Total non-current assets

1,617,455
314,665
5,292
38,770

365,324

Total assets
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Current portion of long-term debt and capital lease obligations
Accounts payable
Customer deposits
Accrued salaries and wages
Other accrued liabilities
Total current liabilities

568,860
394
365,513
654,642
28,046

358,727

$

1,916,207

$

1,976,182

$

179,881
420,984
102,823
52,483
61,006

$

286,934
413,999
107,837
49,376
49,445

817,177
26,047
99,897
21,906
17,331

Long-term debt and capital lease obligations, net of current portion
Long-term accrued income taxes payable
Deferred income tax liabilities
Other liabilities
Total non-current liabilities
Total liabilities

907,591
26,173
—
—
16,479

165,181

42,652

982,358

950,243

—

—

Commitments and contingencies
Shareholders’ equity:
Preferred stock, $.01 par value, 5,000 shares authorized, none issued or outstanding
Common stock, $.01 par value, 200,000 shares authorized, 52,231 and 51,934 shares issued,
respectively, and 33,607 and 33,464 shares outstanding, respectively
Additional paid-in capital
Common stock held in treasury, at cost, 18,624 and 18,470 shares, respectively
Retained earnings
Accumulated other comprehensive loss
Total shareholders’ equity
Total liabilities and shareholders’ equity

522
567,562
(583,651)
950,713
(1,297)
933,849
$

1,916,207

The accompanying notes are an integral part of these condensed consolidated financial statements.
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519
555,297
(574,104)
1,049,206
(4,979)
1,025,939
$

1,976,182
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PLEXUS CORP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
Unaudited
Three Months Ended
December 30, 2017

December 31, 2016

Cash flows from operating activities
Net (loss) income
Adjustments to reconcile net (loss) income to net cash flows from operating activities:
Depreciation
Amortization of deferred financing fees
Gain on sale of property, plant and equipment, net
Deferred income taxes
Share-based compensation expense
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Other current and noncurrent assets
Accrued income taxes payable
Accounts payable
Customer deposits
Other current and noncurrent liabilities
Cash flows provided by operating activities

$

(98,493)

$

28,179

11,702
78
(124)
21,906
3,896

11,449
77
(111)
—
3,625

31,461
(14,016)
(4,453)
106,156
8,756
(5,195)
7,432

68,537
(5,570)
(4,808)
394
(18,635)
(417)
(3,269)

69,106

79,451

Cash flows from investing activities
Payments for property, plant and equipment
Proceeds from sales of property, plant and equipment
Cash flows used in investing activities

(16,702)
173

(6,950)
124

(16,529)

(6,826)

216,314
(324,192)
(9,547)
8,513
(141)

73,597
(73,475)
(7,061)
5,124
(2,360)

(109,053)

(4,175)

Cash flows from financing activities
Borrowings under credit facility and other short-term borrowings
Payments on debt and capital lease obligations
Repurchases of common stock
Proceeds from exercise of stock options
Payments related to tax withholding for share-based compensation
Cash flows used in financing activities
Effect of exchange rate changes on cash and cash equivalents

2,073

Net (decrease) increase in cash and cash equivalents and restricted cash

(3,567)

(54,403)

Cash and cash equivalents and restricted cash:
Beginning of period

64,883

569,254

End of period

$

514,851

The accompanying notes are an integral part of these condensed consolidated financial statements.
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432,964
$

497,847
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PLEXUS CORP. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED DECEMBER 30, 2017 AND DECEMBER 31, 2016
Unaudited
1. Basis of Presentation
Basis of Presentation:
The accompanying Condensed Consolidated Financial Statements included herein have been prepared by Plexus Corp. and its subsidiaries (together
“Plexus” or the “Company”) without audit and pursuant to the rules and regulations of the United States (“U.S.”) Securities and Exchange Commission
(“SEC”). In the opinion of the Company, the accompanying Condensed Consolidated Financial Statements reflect all adjustments, which include normal
recurring adjustments necessary for the fair statement of the consolidated financial position of the Company as of December 30, 2017 and September 30,
2017, and the results of operations for the three months ended December 30, 2017 and December 31, 2016, and the cash flows for the same three month
periods.
The Company’s fiscal year ends on the Saturday closest to September 30. The Company uses a “4-4-5” weekly accounting system for the interim periods in
each quarter. Each quarter, therefore, ends on a Saturday at the end of the 4-4-5 period. Periodically, an additional week must be added to the fiscal year to realign with the Saturday closest to September 30. All fiscal quarters presented herein included 13 weeks.
Certain information and footnote disclosures, normally included in financial statements prepared in accordance with generally accepted accounting
principles in the United States of America ("U.S. GAAP"), have been condensed or omitted pursuant to the SEC’s rules and regulations dealing with interim
financial statements. However, the Company believes that the disclosures made in the Condensed Consolidated Financial Statements included herein are
adequate to make the information presented not misleading. It is suggested that these Condensed Consolidated Financial Statements be read in conjunction
with the Consolidated Financial Statements and notes thereto included in the Company’s 2017 Annual Report on Form 10-K.
Certain prior period amounts have been reclassified to conform to the current period presentation.
Recently Issued Accounting Pronouncements Not Yet Adopted:
In August 2017, the Financial Accounting Standards Board (the "FASB") issued ASU 2017-12 related to the accounting for hedging activities. The
pronouncement expands and refines hedge accounting, aligns the recognition and presentation of the effects of hedging instruments and hedge items in the
financial statements, and includes certain targeted improvements to ease the application of current guidance related to the assessment of hedge effectiveness.
This guidance is effective for the Company beginning in the first quarter of fiscal year 2020 and early adoption is permitted. The Company is finalizing its
assessment of the impact of the guidance, but does not believe it will have a material impact on the Company's Condensed Consolidated Financial
Statements.
In October 2016, the FASB issued ASU 2016-16 related to the income tax consequences of intra-entity transfers of assets other than inventory. The new
standard eliminates the exception for an intra-entity transfer of an asset other than inventory and requires an entity to recognize the income tax consequences
when the transfer occurs. This guidance is effective for the Company beginning in the first quarter of fiscal year 2019 and early adoption is permitted. This
guidance should be applied on a modified retrospective basis through a cumulative-effect adjustment directly to retained earnings as of the beginning of the
period of adoption. The Company is currently assessing the impact this new standard may have on its Condensed Consolidated Financial Statements.
In August 2016, the FASB issued ASU 2016-15 related to the classification of certain cash receipts and cash payments, which clarifies how entities should
classify certain cash receipts and cash payments on the statement of cash flows. The new standard addresses certain issues where diversity in practice was
identified. It also amends existing guidance, which is principles based and often requires judgment to determine the appropriate classification of cash flows
as operating, investing or financing activities and clarifies how the predominance principle should be applied when cash receipts and cash payments have
aspects of more than one class of cash flows. This guidance is effective for the Company beginning in the first quarter of fiscal year 2019. Early adoption is
permitted. The Company is currently assessing the impact this new standard may have on its Condensed Consolidated Statements of Cash Flows.
In February 2016, the FASB issued ASU 2016-02, which requires lessees to recognize most leases on their balance sheets but record expenses on their income
statements in a manner similar to current accounting. For lessors, the guidance modifies the classification criteria and the accounting for sales-type and direct
financing leases. This guidance is effective for the Company
6
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beginning in the first quarter of fiscal year 2020. Early adoption is permitted. The Company is currently in the process of assessing the impact of the adoption
of the new standard on its Condensed Consolidated Financial Statements and the timing of adoption.
In May 2014, the FASB issued ASU 2014-09, which requires an entity to recognize revenue relating to contracts with customers that depicts the transfer of
promised goods or services to customers in an amount reflecting the consideration to which the entity expects to be entitled in exchange for such goods or
services ("Topic 606"). Topic 606 also requires disclosures enabling users of financial statements to understand the nature, amount, timing, and uncertainty of
revenue and cash flows arising from contracts with customers and is effective for the Company beginning in the first quarter of fiscal year 2019.
The Company developed a comprehensive project plan that includes a global cross-functional team of representatives to conduct an assessment of Topic 606
and its potential impacts on the Company. The project plan includes analyzing the standard’s impact on the Company’s various revenue streams, comparing
its historical accounting policies and practices to the requirements of the new standard, and identifying potential differences from applying the requirements
of the new standard to its contracts. The Company is in the process of identifying and implementing appropriate changes to its current accounting policies,
business processes, systems and controls to support revenue recognition and disclosures under Topic 606.
The Company has determined that the new standard will result in a change to the timing of revenue recognition for a significant portion of the Company's
revenue, whereby revenue will be recognized "over time," as products are produced, as opposed to at a "point in time" upon physical delivery. The new
standard could have a material impact on the Company's consolidated financial statements upon initial adoption, primarily as the Company recognizes an
increase in contract assets for unbilled receivables with a corresponding reduction in finished goods and work-in-process inventory. The Company presently
expects to adopt Topic 606 at the beginning of fiscal 2019 using the modified retrospective approach.
The Company believes that no other recently issued accounting standards will have a material impact on its Consolidated Financial Statements, or apply to
its operations.

2. Inventories
Inventories as of December 30, 2017 and September 30, 2017 consisted of the following (in thousands):
December 30, 2017

September 30, 2017

Raw materials

$

$

Work-in-process
Finished goods
Total inventories

501,323
85,634
82,937

477,921
86,367
90,354

$

669,894

$

654,642

In certain circumstances, per contractual terms, customer deposits are received by the Company to offset obsolete and excess inventory risks. The total
amount of customer deposits related to inventory and included within current liabilities on the accompanying Condensed Consolidated Balance Sheets as of
December 30, 2017 and September 30, 2017 was $102.1 million and $106.2 million, respectively.

3. Debt, Capital Lease Obligations and Other Financing
Debt, capital lease and other obligations as of December 30, 2017 and September 30, 2017, consisted of the following (in thousands):
December 30, 2017
5.20% Senior notes, due June 15, 2018

$

Borrowings under the credit facility
Capital lease and other financing obligations
Unamortized deferred financing fees
Total obligations

175,000
—
31,644
(716)

September 30, 2017
$

205,928
(179,881)

Less: current portion
Long-term debt and capital lease obligations, net of current portion

$
7

26,047

175,000
108,000
30,901
(794)
313,107
(286,934)

$

26,173
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The Company has outstanding 5.20% Senior Notes, due on June 15, 2018 (the "Notes"). As of December 30, 2017 and September 30, 2017, $175.0 million
was outstanding. The related Note Purchase Agreement contains certain financial covenants, which include a maximum total leverage ratio, a minimum
interest coverage ratio and a minimum net worth test, all as defined in the agreement. As of December 30, 2017, the Company was in compliance with all such
covenants relating to the Notes and the Note Purchase Agreement.
The Company also has a senior unsecured revolving credit facility (the "Credit Facility"), with a $300.0 million maximum commitment that expires on
July 5, 2021. The Credit Facility may be further increased to $500.0 million, generally by mutual agreement of the Company and the lenders, subject to
certain customary conditions. During the three months ended December 30, 2017, the highest daily borrowing was $193.0 million; the average daily
borrowings were $134.2 million and the Company borrowed $215.5 million and repaid $323.5 million of revolving borrowings under the Credit Facility.
The Company was in compliance with all financial covenants relating to the Credit Agreement, which are generally consistent with those in the Note
Purchase Agreement discussed above. The Company is required to pay a commitment fee on the daily unused revolver credit commitment based on the
Company's leverage ratio; the fee was assessed at an annual rate of 0.175%, payable quarterly, as of December 30, 2017.
The fair value of the Company’s debt, excluding capital leases, was $175.2 million and $284.5 million as of December 30, 2017 and September 30, 2017,
respectively. The carrying value of the Company's debt, excluding capital leases, was $175.0 million and $283.0 million as of December 30, 2017 and
September 30, 2017, respectively. If measured at fair value in the financial statements, the Company's debt would be classified as Level 2 in the fair value
hierarchy. Refer to Note 4, "Derivatives," for further information regarding the Company's fair value calculations and classifications.

4. Derivatives
Derivatives:
All derivatives are recognized in the accompanying Condensed Consolidated Balance Sheets at their estimated fair value. The Company uses derivatives to
manage the variability of foreign currency obligations. The Company has cash flow hedges related to variable rate debt and forecasted foreign currency
obligations, in addition to non-designated hedges to manage foreign currency exposures associated with certain foreign currency denominated assets and
liabilities. The Company does not enter into derivatives for speculative purposes.
U.S. GAAP, requires companies to recognize all derivative instruments as either assets or liabilities at fair value in the statement of financial position.
Accordingly, the Company designates some foreign currency exchange contracts as cash flow hedges of forecasted foreign currency expenses.
Changes in the fair value of the derivatives that qualify as cash flow hedges are recorded in "Accumulated other comprehensive loss" in the accompanying
Condensed Consolidated Balance Sheets until earnings are affected by the variability of the cash flows. In the next twelve months, the Company estimates
that $3.6 million of unrealized gains, net of tax, related to cash flow hedges will be reclassified from other comprehensive income (loss) into earnings.
Changes in the fair value of the non-designated derivatives related to recognized foreign currency denominated assets and liabilities are recorded in
"Miscellaneous other income (expense)" in the accompanying Condensed Consolidated Statements of Comprehensive Income.
The Company enters into forward currency exchange contracts for its Malaysian operations on a rolling basis. The Company had cash flow hedges
outstanding with a notional value of $68.4 million as of December 30, 2017 and $67.0 million as of September 30, 2017. These forward currency contracts
fix the exchange rates for the settlement of future foreign currency obligations that have yet to be realized. The total fair value of the forward currency
exchange contracts was a $3.6 million asset as of December 30, 2017 and a $2.0 million asset as of September 30, 2017.
The Company had additional forward currency exchange contracts outstanding as of December 30, 2017, with a notional value of $17.8 million; there
were $10.6 million such contracts outstanding as of September 30, 2017. The Company did not designate these derivative instruments as hedging
instruments. In accordance with U.S. GAAP, the net settlement amount (fair value) related to these contracts is recorded on the Condensed Consolidated
Balance Sheets as either a current or long-term asset or liability, depending on the term, and as an element of "Miscellaneous other income (expense)." The
total fair value of these derivatives was a $0.3 million liability as of December 30, 2017, and a $0.1 million liability as of September 30, 2017.
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The tables below present information regarding the fair values of derivative instruments and the effects of derivative instruments on the Company’s
Condensed Consolidated Financial Statements:
Fair Values of Derivative Instruments
In thousands of dollars
Asset Derivatives

Derivatives designated
as hedging instruments
Forward currency forward
contracts

Balance Sheet
Classification
Prepaid expenses and
other

$

Liability Derivatives

December 30,
2017

September 30,
2017

Fair Value

Fair Value

3,642

$

December 30,
2017
Balance Sheet
Classification

September 30,
2017

Fair Value

2,024

Fair Value

$

—

$

—

Other accrued liabilities

Fair Values of Derivative Instruments
In thousands of dollars
Asset Derivatives

Derivatives not designated
as hedging instruments

Balance Sheet
Classification

Forward currency forward
contracts

Prepaid expenses and
other

$

Liability Derivatives

December 30,
2017

September 30,
2017

Fair Value

Fair Value
28

$

December 30,
2017
Balance Sheet
Classification
35

September 30,
2017

Fair Value

Other accrued liabilities

$

351

Fair Value
$

118

Derivative Impact on Accumulated Other Comprehensive Loss ("OCL")
for the Three Months Ended
In thousands of dollars
Amount of Gain (Loss) Recognized in Other Comprehensive Income (Loss) ("OCI") on
Derivatives (Effective Portion)
Derivatives in Cash Flow Hedging Relationships

December 30, 2017

December 31, 2016

Interest rate swaps

$

—

$

(11)

Forward currency forward contracts

$

2,714

$

(5,218)

Derivative Impact on Gain (Loss) Recognized in Income
for the Three Months Ended
In thousands of dollars
Derivatives in Cash Flow Hedging
Relationships

Amount of Gain (Loss) Reclassified from Accumulated OCI into Income (Effective
Portion)

Classification of Gain (Loss) Reclassified
from Accumulated OCL into Income
(Effective Portion)

December 30, 2017

December 31, 2016

Interest rate swaps

Interest expense

$

—

$

Forward currency forward contracts

Selling and administrative expenses

$

105

$

21

Forward currency forward contracts

Cost of sales

$

991

$

181

Treasury Rate Locks

Interest expense

$

79

$

79

Derivatives Not Designated as Hedging
Instruments
Forward currency forward contracts

(107)

Amount of (Loss) Gain on Derivatives Recognized in Income

Location of (Loss) Gain Recognized on
Derivatives in Income

December 30, 2017

Miscellaneous other income (expense)

$

December 31, 2016
(535)

$

75

There were no gains or losses recognized in income for derivatives related to ineffective portions and amounts excluded from effectiveness testing for the
three months ended December 30, 2017 and December 31, 2016.
Fair Value Measurements:
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (or exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. Valuation techniques used to
measure fair value must maximize the use of observable inputs and minimize the use of unobservable inputs. The Company uses quoted market prices when
available or discounted cash flows to calculate
9
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fair value. The accounting guidance establishes a fair value hierarchy based on three levels of inputs that may be used to measure fair value. The input levels
are:
Level 1: Quoted (observable) market prices in active markets for identical assets or liabilities.
Level 2: Inputs other than Level 1 that are observable, such as quoted prices for similar assets or liabilities; quoted prices in markets that are not active; or
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the asset or liability.
Level 3: Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the asset or liability.
The following table lists the fair values of assets (liabilities) of the Company’s derivatives as of December 30, 2017 and September 30, 2017, by input level:
Fair Value Measurements Using Input Levels Asset/(Liability)
In thousands of dollars
December 30, 2017

Level 1

Level 2

Level 3

Total

Derivatives
Forward currency forward contracts

$

—

$

3,319

$

—

$

3,319

$

—

$

1,941

$

—

$

1,941

September 30, 2017
Derivatives
Forward currency forward contracts

The fair value of interest rate swaps and foreign currency forward contracts is determined using a market approach, which includes obtaining directly or
indirectly observable values from third parties active in the relevant markets. The primary input in the fair value of the interest rate swaps is the relevant
LIBOR forward curve. Inputs in the fair value of the foreign currency forward contracts include prevailing forward and spot prices for currency and interest
rate forward curves.

5. Income Taxes
On December 22, 2017, the U.S. Tax Cuts & Jobs Act was enacted ("Tax Reform"). Due to the complexities in implementing Tax Reform, the SEC issued Staff
Accounting Bulletin 118, which allows the Company to record a provisional tax expense when uncertainty or other factors may impact the final outcome. In
accordance with U.S. GAAP, which requires the Company to recognize the effects of Tax Reform in the period of enactment, $124.5 million of tax expense
was recorded during the three months ended December 30, 2017 due to Tax Reform. The $124.5 million includes $101.8 million of U.S. federal and state
taxes on the deemed repatriation of undistributed foreign earnings, which are payable over an eight year period beginning in fiscal 2019, and $22.7 million
of foreign withholding taxes due to a change in the Company's permanently reinvested assertion on certain foreign earnings that are payable upon
repatriation to the U.S. The Company believes this is a reasonable estimate of tax expense related to Tax Reform using all analyses, interpretations and
guidance available at this time. The Company continues to assess the impact of Tax Reform, and the final impact may differ from this estimate, perhaps
materially, due to, among other things, changes in interpretations, assumptions, and/or guidance that may be issued in the near future or actions the Company
may take as a result.
Of the $124.5 million of income tax expense, $99.9 million is recorded in "Long-term accrued income taxes payable," $21.9 million is recorded in "Deferred
income tax liabilities" and $2.7 million is recorded in “Other accrued liabilities” in the accompanying Condensed Consolidated Balance Sheets.
Income tax expense for the three months ended December 30, 2017 was $127.5 million, which included $124.5 million due to the impact of Tax Reform.
Income tax expense for the three months ended December 31, 2016 was $2.8 million.
The effective tax rates for the three months ended December 30, 2017 and December 31, 2016 were 439.2% and 9.2%, respectively. The effective tax rate for
the three months ended December 30, 2017 increased from the effective tax rate for the three months ended December 31, 2016, due to a 428.8 percentage
point impact related to Tax Reform and an overall decrease in pretax earnings and decreased earnings in jurisdictions where the Company maintains
valuation allowances.
There were no material additions to the amount of unrecognized tax benefits recorded for uncertain tax positions as of December 30, 2017, as compared
to September 30, 2017. The Company recognizes accrued interest and penalties on
10
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uncertain tax positions as a component of income tax expense. The amount of interest and penalties recorded for the three months ended December 30,
2017 and December 31, 2016 were not material.
One or more uncertain tax positions may be settled within the next 12 months. Settlement of these matters is not expected to have a material effect on the
Company's consolidated results of operations, financial position and cash flows. The Company is not currently under examination by taxing authorities in
the U.S. or any foreign jurisdictions in which the Company operates.
The Company maintains valuation allowances when it is more likely than not that all or a portion of a net deferred tax asset will not be realized. During the
three months ended December 30, 2017, the Company continued to record a full valuation allowance against its net deferred tax assets in certain jurisdictions
within the AMER and EMEA segments, as it was more likely than not that these assets would not be fully realized based primarily on historical performance.
The Company will continue to provide a valuation allowance against its net deferred tax assets in each of the applicable jurisdictions going forward until it
determines it is more likely than not that the deferred tax assets will be realized.
6. Earnings Per Share
The following is a reconciliation of the amounts utilized in the computation of basic and diluted earnings per share for the three months ended December 30,
2017 and December 31, 2016 (in thousands, except per share amounts):
Three Months Ended
December 30, 2017
Net (loss) income

$

Basic weighted average common shares outstanding
Dilutive effect of share-based awards outstanding
Diluted weighted average shares outstanding

(98,493)

December 31, 2016
$

28,179

33,567
—

33,534
1,010

33,567

34,544

(Loss) earnings per share:
Basic

$

(2.93)

$

0.84

Diluted

$

(2.93)

$

0.82

For the three months ended December 30, 2017, there were no antidilutive shares, but the total number of potentially dilutive share-based awards was 1.1
million. However, these awards were not included in the computation of diluted loss per share, as doing so would have decreased the loss per share.
For the three months ended December 31, 2016, share-based awards for approximately 0.1 million shares were not included in the computation of diluted
earnings per share as they were antidilutive.
7. Share-Based Compensation
The Company recognized $3.9 million and $3.6 million of compensation expense associated with share-based awards for the three months
ended December 30, 2017 and December 31, 2016, respectively.
The Company uses the Black-Scholes valuation model to determine the fair value of stock options and stock-settled stock appreciation rights ("SARs"). The
Company uses its stock price on grant date as the fair value assigned to restricted stock units ("RSUs").
Performance stock units ("PSUs") are payable in shares of the Company's common stock. Beginning for fiscal 2017 grants, PSUs vest based on the relative
total shareholder return ("TSR") of the Company's common stock as compared to the companies in the Russell 3000 index, a market condition, and the
Company's economic return performance during the three year performance period, a performance condition. The Company uses the Monte Carlo valuation
model to determine the fair value of PSUs at the date of grant for PSUs that vest based on the relative TSR of the Company's common stock. The Company
uses its stock price on grant date as the fair value assigned to PSUs that vest based on the Company's economic return performance. The PSUs granted in fiscal
2016 and prior years vest based solely on the relative TSR of the Company's common stock as compared to companies in the Russell 3000 Index during a
three year performance period. The number of shares that may be issued pursuant to PSUs ranges from zero to 0.4 million and is dependent upon the
Company's TSR and economic return performance over the applicable performance periods.
The Company recognizes share-based compensation expense over the share-based awards' vesting period.
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8. Litigation
The Company is party to lawsuits in the ordinary course of business. Although the outcome of these legal matters cannot be predicted with certainty,
management does not expect that these proceedings, individually or in the aggregate, will have a material positive or adverse effect on the Company’s
consolidated financial position, results of operations or cash flows.

9. Reportable Segments
The Company uses an internal management reporting system, which provides important financial data to the chief operating decision maker to evaluate
performance and allocate the Company’s resources on a regional basis. Net sales for segments are attributed to the region in which the product is
manufactured or the service is performed. The services provided, manufacturing processes used, class of customers serviced and order fulfillment processes
used are similar and generally interchangeable across the segments. A segment’s performance is evaluated based upon its operating income (loss). A
segment’s operating income (loss) includes its net sales less cost of sales and selling and administrative expenses, but excludes corporate and other expenses.
Corporate and other expenses primarily represent corporate selling and administrative expenses, and restructuring and other charges, if any. These costs are
not allocated to the segments, as management excludes such costs when assessing the performance of the segments. Inter-segment transactions are generally
recorded at amounts that approximate arm’s length transactions. The accounting policies for the segments are the same as for the Company taken as a whole.
Information about the Company’s three reportable segments for the three months ended December 30, 2017 and December 31, 2016, respectively, is as
follows (in thousands):
Three Months Ended
December 30, 2017

December 31, 2016

Net sales:
AMER
APAC
EMEA
Elimination of inter-segment sales

Operating income (loss):
AMER
APAC
EMEA
Corporate and other costs

$

299,043
346,123
63,832
(31,704)

$

314,651
309,969
39,449
(29,050)

$

677,294

$

635,019

$

10,523
50,532
(1,121)
(28,377)

$

14,797
48,240
(2,235)
(26,899)

$

31,557

$

33,903

Other income (expense):
Interest expense
Interest income
Miscellaneous
Income before income taxes

(3,725)
1,555
(346)
$

29,041

(3,274)
1,071
(674)
$

December 30,
2017

31,026
September 30,
2017

Total assets:
AMER
APAC
EMEA
Corporate and eliminations
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$

567,275
1,127,066
175,569
46,297

$

595,851
1,163,111
172,830
44,390

$

1,916,207

$

1,976,182
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10. Guarantees
The Company offers certain indemnifications under its customer manufacturing agreements. In the normal course of business, the Company may from time to
time be obligated to indemnify its customers or its customers’ customers against damages or liabilities arising out of the Company’s negligence, misconduct,
breach of contract, or infringement of third party intellectual property rights. Certain agreements have extended broader indemnification, and while most
agreements have contractual limits, some do not. However, the Company generally does not provide for such indemnities and seeks indemnification from its
customers for damages or liabilities arising out of the Company’s adherence to customers’ specifications or designs or use of materials furnished, or directed
to be used, by its customers. The Company does not believe its obligations under such indemnities are material.
In the normal course of business, the Company also provides its customers a limited warranty covering workmanship, and in some cases materials, on
products manufactured by the Company. Such warranty generally provides that products will be free from defects in the Company’s workmanship and meet
mutually agreed-upon specifications for periods generally ranging from 12 months to 24 months. If a product fails to comply with the Company’s limited
warranty, the Company’s obligation is generally limited to correcting, at its expense, any defect by repairing or replacing such defective product. The
Company’s warranty generally excludes defects resulting from faulty customer-supplied components, customer design defects or damage caused by any party
other than the Company.
The Company provides for an estimate of costs that may be incurred under its limited warranty at the time product revenue is recognized and establishes
additional reserves for specifically identified product issues. These costs primarily include labor and materials, as necessary, associated with repair or
replacement and are included in the Company's accompanying Condensed Consolidated Balance Sheets in "Other accrued liabilities." The primary factors
that affect the Company’s warranty liability include the value and the number of shipped units and historical and anticipated rates of warranty claims. As
these factors are impacted by actual experience and future expectations, the Company assesses the adequacy of its recorded warranty liabilities and adjusts
the amounts as necessary.
Below is a table summarizing the activity related to the Company’s limited warranty liability for the three months ended December 30, 2017 and
December 31, 2016 (in thousands):
Three Months Ended
December 30, 2017

December 31, 2016

Reserve balance, beginning of period

$

$

Accruals for warranties issued during the period
Settlements (in cash or in kind) during the period
Reserve balance, end of period

4,756
1,017
(1,352)

6,109
—
(1,252)

$

4,421

$

4,857

11. Shareholders' Equity
On June 6, 2016, the Board of Directors approved a multi-year stock repurchase program under which the Company is authorized to repurchase up to $150.0
million of its common stock beginning in fiscal 2017. During the three months ended December 30, 2017, the Company repurchased 158,466 shares for
approximately $9.5 million, at an average price of $60.25 per share. During the three months ended December 31, 2016, the Company repurchased 144,729
shares for approximately $7.1 million, at an average price of $48.79 per share.
All shares repurchased under the aforementioned program were recorded as treasury stock.

12. Trade Accounts Receivable Sale Programs
The Company has Master Accounts Receivable Purchase Agreements with The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Branch (the "BTMU RPA")
and HSBC Bank (China) Company Limited, Xiamen branch (the "HSBC RPA") under which the Company may elect to sell receivables, at a discount, on an
ongoing basis. As of December 30, 2017, the maximum facility amounts of these uncommitted facilities were $160.0 million and $60.0 million, respectively.
The BTMU RPA is subject to expiration on October 3, 2018, but will be automatically extended each year unless any party gives no less than 10 days prior
notice that the agreement should not be extended. The terms of the HSBC RPA are generally consistent with the terms of the BTMU RPA discussed above.
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The Company sold receivables under a former trade accounts receivable sale program that expired during the first fiscal quarter of 2017.
Transfers of receivables under the programs are accounted for as sales and, accordingly, receivables sold under the programs are excluded from accounts
receivable on the Condensed Consolidated Balance Sheets and are reflected as cash provided by operating activities on the Condensed Consolidated
Statements of Cash Flows. Proceeds from the transfer reflect the face value of the receivables less a discount. The sale discount is recorded within
"Miscellaneous other income (expense)" in the Condensed Consolidated Statements of Comprehensive Income in the period of the sale.
The Company sold $162.4 million and $77.8 million of trade accounts receivable under these programs during the three months ended December 30, 2017
and December 31, 2016, respectively, in exchange for cash proceeds of $161.5 million and $77.4 million, respectively.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

"SAFE HARBOR" CAUTIONARY STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995:
The statements contained in this Form 10-Q that are guidance or which are not historical facts (such as statements in the future tense and statements
including believe, expect, intend, plan, anticipate, goal, target and similar terms and concepts), including all discussions of periods which are not yet
completed, are forward-looking statements that involve risks and uncertainties. These risks and uncertainties include, but are not limited to: the risk of
customer delays, changes, cancellations or forecast inaccuracies in both ongoing and new programs; the lack of visibility of future orders, particularly in
view of changing economic conditions; the economic performance of the industries, sectors and customers we serve; the effects of the volume of revenue
from certain sectors or programs on our margins in particular periods; our ability to secure new customers, maintain our current customer base and deliver
product on a timely basis; the particular risks relative to new or recent customers, programs or services, which risks include customer and other delays,
start-up costs, potential inability to execute, the establishment of appropriate terms of agreements, and the lack of a track record of order volume and
timing; the risks of concentration of work for certain customers; the effect of start-up costs of new programs and facilities; possible unexpected costs and
operating disruption in transitioning programs, including transitions between Company facilities; the risk that new program wins and/or customer demand
may not result in the expected revenue or profitability; the fact that customer orders may not lead to long-term relationships; our ability to manage
successfully and execute a complex business model characterized by high product mix, low volumes and demanding quality, regulatory, and other
requirements; the ability to realize anticipated savings from restructuring or similar actions, as well as the adequacy of related charges as compared to
actual expenses; increasing regulatory and compliance requirements; risks related to information technology systems and data security; the effects of U.S.
Tax Reform and of related foreign jurisdiction tax developments; the potential effects of jurisdictional results on our taxes, tax rates, and our ability to use
deferred tax assets and net operating losses; the effects of shortages and delays in obtaining components as a result of economic cycles or natural disasters;
the risks associated with excess and obsolete inventory, including the risk that inventory purchased on behalf of our customers may not be consumed or
otherwise paid for by the customer, resulting in an inventory write-off; the weakness of areas of the global economy; the effect of changes in the pricing and
margins of products; raw materials and component cost fluctuations; the potential effect of fluctuations in the value of the currencies in which we transact
business; the effects of changes in economic conditions, political conditions, trade protection measures, and tax matters in the United States and in the
other countries in which we do business (including as a result of the United Kingdom’s pending exit from the European Union); the potential effect of other
world or local events or other events outside our control (such as changes in energy prices, terrorism and weather events); the impact of increased
competition; changes in financial accounting standards; and other risks detailed herein and in our other Securities and Exchange Commission filings
(particularly in "Risk Factors" in our fiscal 2017 Form 10-K).
* * *
OVERVIEW
Plexus Corp. and its subsidiaries (together “Plexus,” the “Company,” or "we") participate in the Electronic Manufacturing Services ("EMS") industry. Since
1979, Plexus has been partnering with companies to create the products that build a better world. We are a team of over 16,000 employees, providing global
support for all facets of the product realization process – Design and Development, Supply Chain Solutions, New Product Introduction, Manufacturing, and
Aftermarket Services – to companies in the Healthcare/Life Sciences, Industrial/Commercial, Communications and Aerospace/Defense market sectors. Plexus
is an industry leader that specializes in serving customers with complex products used in demanding regulatory environments in the Americas ("AMER"),
Asia-Pacific ("APAC") and Europe, Middle East, and Africa ("EMEA") regions. With a culture built around innovation and customer service, Plexus’ teams
create customized end-to-end solutions to assure the realization of the most intricate products.
The following information should be read in conjunction with our Condensed Consolidated Financial Statements included herein, the “Risk Factors” section
in Part I, Item 1A of our annual report on Form 10-K for the fiscal year ended September 30, 2017, and our “Safe Harbor” Cautionary Statement included
above.
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RESULTS OF OPERATIONS
Consolidated Performance Summary. The following table presents selected consolidated financial data (dollars in millions, except per share data):
Three Months Ended
December 30, 2017
Net sales
Cost of sales
Gross profit
Gross margin
Operating income
Operating margin
Net (loss) income
Diluted (loss) earnings per share
Return on invested capital*
Economic return*

$

677.3
613.8
63.5
9.4%
31.6
4.7%
(98.5)
(2.93)
16.2%
6.7%

$

December 31, 2016
$

635.0
570.7
64.3
10.1%
33.9
5.3%
28.2
0.82
17.3%
6.8%

$

*Non-GAAP metric; refer to "Return on Invested Capital ("ROIC") and Economic Return" below for more information and Exhibit 99.1 for a reconciliation.

Net sales. For the three months ended December 30, 2017, net sales increased $42.3 million, or 6.7%, as compared to the three months ended December 31,
2016.
Net sales are analyzed by management by geographic segment, which reflects the Company's reportable segments, and by market sector. Management
measures operational performance and allocates resources on a geographic segment basis. The Company’s global business development strategy is based on
our targeted market sectors.
A discussion of net sales by reportable segment is presented below (in millions):
Three Months Ended
December 30, 2017

December 31, 2016

Net sales:
AMER
APAC
EMEA
Elimination of inter-segment sales
Total net sales

$

299.0
346.1
63.8
(31.6)

$

314.7
310.0
39.4
(29.1)

$

677.3

$

635.0

AMER. Net sales for the three months ended December 30, 2017 in the AMER segment decreased $15.7 million, or 5.0%, as compared to the three months
ended December 31, 2016. The reduction in net sales was driven by decreases of $32.2 million from end-of-life products, $4.7 million from customer
disengagements and net decreased customer end-market demand. Partially offsetting these decreases was a net sales increase of $22.8 million from the ramp
of new programs for existing customers.
APAC. Net sales for the three months ended December 30, 2017 in the APAC segment increased $36.1 million, or 11.6%, as compared to the three months
ended December 31, 2016. The increase in net sales was primarily due to a $37.1 million increase due to the ramp of new programs for existing customers and
net increased customer end-market demand. These increases were partially offset by a decrease of $5.8 million that resulted from an end-of-life product.
EMEA. Net sales for three months ended December 30, 2017 in the EMEA segment increased $24.4 million, or 61.9%, as compared to three months ended
December 31, 2016. The increase in net sales was primarily attributable to increases of $14.9 million due to the ramp of new programs for existing customers
and net increased customer end-market demand.
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Our net sales by market sector for the indicated periods were as follows (in millions):
Three Months Ended
Market Sector

December 30, 2017

Healthcare/Life Sciences
Industrial/Commercial
Communications
Aerospace/Defense
Total net sales

December 31, 2016

$

237.1
206.8
133.6
99.8

$

211.0
205.6
131.4
87.0

$

677.3

$

635.0

Healthcare/Life Sciences. Net sales for the three months ended December 30, 2017 in the Healthcare/Life Sciences sector increased $26.1 million, or 12.4%,
as compared to the three months ended December 31, 2016. The increase was primarily driven by increases in net sales of $18.2 million due to the ramp of
new programs for existing customers as well as overall net increased customer end-market demand.
Industrial/Commercial. Net sales for the three months ended December 30, 2017 in the Industrial/Commercial sector increased $1.2 million, or 0.6%, as
compared to the three months ended December 31, 2016. The increase was primarily driven by increases in net sales of $37.9 million due to the ramp of new
programs for existing customers as well as overall net increased customer end-market demand. Mostly offsetting the increases were decreases in net sales of
$37.9 million from end-of-life products and $10.3 million related to customer disengagements.
Communications. Net sales for the three months ended December 30, 2017 in the Communications sector increased $2.2 million, or 1.7%, as compared to the
three months ended December 31, 2016. The increase was primarily driven by overall net increased end-market demand.
Aerospace/Defense. Net sales for the three months ended December 30, 2017 in the Aerospace/Defense sector increased $12.8 million, or 14.7%, as compared
to the three months ended December 31, 2016. The increase was primarily driven by a $9.4 million increase due to the ramp of production of new products for
existing customers as well as overall net increased customer end-market demand.
Cost of sales. Cost of sales for the three months ended December 30, 2017 increased $43.1 million, or 7.6%, as compared to the three months ended
December 31, 2016. Cost of sales is comprised primarily of material and component costs, labor costs and overhead. For both the three months ended
December 30, 2017 and December 31, 2016, approximately 89.0% of the total cost of sales was variable in nature and fluctuated with sales volumes. Of this
amount, approximately 91.0% of these costs in each period were related to material and component costs. As a result of primarily using a cost-plus markup
pricing arrangement with our customers, changes in costs typically result in corresponding changes in price, which generally results in an immaterial impact
on gross profit. Cost of sales increased more than the 6.7% increase in net sales primarily due to a shift in customer mix as well as increased fixed labor and
overhead costs to support new program ramps.
Gross profit. Gross profit for the three months ended December 30, 2017 decreased $0.8 million, or 1.2%, as compared to the three months ended
December 31, 2016. Gross margin decreased 70 basis points as compared to the three months ended December 31, 2016. The primary driver of the decreases
in gross profit and gross margin as compared to the three months ended December 31, 2016, was the larger percentage increase in cost of sales as compared to
the increase in net sales, driven by the factors previously discussed.
Operating income. Operating income for the three months ended December 30, 2017 decreased $2.3 million as compared to the three months ended
December 31, 2016 as a result of the decrease in gross profit and a $1.5 million increase in selling and administrative expenses ("S&A").
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A discussion of operating income (loss) by reportable segment is presented below (in millions):
Three Months Ended
December 30, 2017

December 31, 2016

Operating income (loss):
AMER
APAC
EMEA
Corporate and other costs
Total operating income

$

10.5
50.5
(1.1)
(28.3)

$

14.8
48.2
(2.2)
(26.9)

$

31.6

$

33.9

AMER. Operating income for the three months ended December 30, 2017 decreased $4.3 million as compared to the three months ended December 31, 2016,
primarily as a result of increased fixed labor and overhead costs to support new program ramps as well as decreased net sales.
APAC. Operating income for the three months ended December 30, 2017 increased $2.3 million as compared to the three months ended December 31, 2016,
primarily as a result of the increase in net sales, which was partially offset by a negative shift in customer mix.
EMEA. Operating loss for the three months ended December 30, 2017 decreased $1.1 million as compared to the three months ended December 31, 2016,
primarily due to increased net sales and higher leverage of fixed costs, which costs remained relatively flat.
Other income (expense). Other expense for the three months ended December 30, 2017 decreased $0.4 million as compared to the three months ended
December 31, 2016.
Income taxes. Effective income tax rates for the indicated periods were as follows:
Three Months Ended
December 30, 2017
Effective tax rate, as reported
Impact of Tax Reform
Effective tax rate, as adjusted (1)

December 31, 2016

439.2 %
(428.8)%

9.2%
—%

10.4 %

9.2%

(1) We believe the non-GAAP presentation of the effective annual tax rate excluding the impact of Tax Reform provides additional insight over the change from the comparative
reporting periods by eliminating non-recurring expenses due to new legislation. In addition, the Company believes that its effective tax rate, as adjusted, enhances the ability of
investors to analyze the Company’s operating performance and supplements, but does not replace, its effective tax rate calculated in accordance with U.S. GAAP.

On December 22, 2017, the U.S. Tax Cuts & Jobs Act was enacted ("Tax Reform"). Tax Reform makes significant changes to U.S. corporate income tax,
including transitioning the U.S. to a dividend exemption system and requiring a deemed dividend on historical undistributed earnings of foreign subsidiaries
at a reduced tax rate. Tax Reform also includes provisions that may impact us beginning in fiscal 2019, such as a U.S. tax on certain foreign low-taxed
earnings and a limitation placed on the deductibility of domestic interest expense. U.S. GAAP requires us to recognize the effects of Tax Reform in the period
of enactment, which is the current quarter. The SEC issued guidance that allows us to record a provisional tax expense when uncertainty or other factors may
impact the final outcome.
Income tax expense for the three months ended December 30, 2017 and December 31, 2016 was $127.5 million and $2.8 million, respectively. The impact of
Tax Reform for the three months ended December 30, 2017 was $124.5 million.
We believe the tax expense of $124.5 million recorded in the quarter ended December 30, 2017 is a reasonable estimate of tax expense related to Tax Reform
using all analyses, interpretations and guidance available at the time. We continue to assess the impact of Tax Reform on our business, and the final impact
may differ from this estimate, perhaps materially, due to, among other things changes in interpretations, assumptions, and/or guidance that may be issued in
the near future or actions we may take as a result.
The effective tax rates for the three months ended December 30, 2017 and December 31, 2016 were 439.2% and 9.2%, respectively. The effective tax rate for
the three months ended December 30, 2017 increased from the effective tax rate for the
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three months ended December 31, 2016, due to a 428.8 percentage point impact related to Tax Reform and an overall decrease in pretax earnings and
decreased earnings in jurisdictions where the Company maintains valuation allowances.
The impact of Tax Reform on our income tax expense is reflected in the following table (in millions):
Three Months Ended
December 30, 2017
Income tax expense, as reported

$

Impact of Tax Reform
Income tax expense, as adjusted (1)

$

127.5
(124.5)
3.0

December 31, 2016
$

2.8
—

$

2.8

(1) We believe the non-GAAP presentation of income tax expense excluding the impact of Tax Reform provides additional insight over the change from the comparative reporting
periods by eliminating non-recurring expenses due to new legislation. In addition, the Company believes that its income tax expense, as adjusted, enhances the ability of investors
to analyze the Company’s operating performance and supplements, but does not replace, its income tax expense calculated in accordance with U.S. GAAP.

The income tax expense of $124.5 million recorded in the quarter ended December 30, 2017 as a result of Tax Reform includes $101.8 million for federal and
state purposes on the deemed repatriation of our historical undistributed foreign earnings. This amount is payable over an eight year period beginning in
fiscal 2019. An additional tax expense of $22.7 million was recorded for foreign withholding taxes that are payable upon repatriation to the U.S. due to a
change in our permanently reinvested assertion on certain foreign earnings.
Due to Tax Reform, our blended U.S. statutory rate for fiscal 2018 is 24.5%. This results from a statutory tax rate of 35% for the first three months of fiscal
2018, and a statutory tax rate of 21% for the remainder of fiscal 2018. Our effective tax rate varies from our blended U.S. statutory rate of 24.5% primarily due
to the geographic distribution of worldwide earnings as well as a tax holiday granted to a subsidiary within our APAC segment, where we derive a significant
portion of our earnings. In addition, our effective tax rate has been impacted by changes due to Tax Reform as discussed above, and may be impacted by
disputes with taxing authorities, tax planning activities, adjustments to uncertain tax positions and changes in valuation allowances.
The estimated effective income tax rate for fiscal 2018 is expected to be between 102% and 110%. Excluding the impact of Tax Reform discussed above, the
estimated effective income tax rate, as adjusted, for fiscal 2018 is expected to be between 10.0% and 12.0%.
Net (loss) income. Net loss of $98.5 million for the three months ended December 30, 2017 reflected a decrease of $126.7 million as compared to the net
income of $28.2 million reported in the three months ended December 31, 2016. The decrease was primarily a result of the $124.5 million of tax expense that
was recorded during the three months ended December 30, 2017 in connection with Tax Reform.
Diluted (loss) earnings per share. Diluted loss per share for the three months ended December 30, 2017 was $2.93, a $3.75 decrease from the $0.82 earnings
per share for the three months ended December 31, 2016, primarily as a result of decreased net income due to increased tax expense related to Tax Reform.
Return on Invested Capital ("ROIC") and Economic Return. We use a financial model that is aligned with our business strategy and includes a ROIC goal
of 500 basis points over our weighted average cost of capital ("WACC"), which we refer to as "Economic Return," and a 4.7% to 5.0% operating margin
target. Our primary focus is on our Economic Return goal of 5.0%, which is designed to create shareholder value and generate sufficient cash to self-fund our
targeted organic revenue growth rate of 12.0%. ROIC and Economic Return are non-GAAP financial measures.
Non-GAAP financial measures, including ROIC and Economic Return, are used for internal management goals and decision making because such measures
provide management and investors additional insight into financial performance. In particular, we provide ROIC and Economic Return because we believe
they offer insight into the metrics that are driving management decisions because we view ROIC and Economic Return as important measures in evaluating
the efficiency and effectiveness of our long-term capital requirements. We also use a derivative measure of ROIC as a performance criteria in determining
certain elements of compensation, and certain compensation incentives are based on Economic Return performance.
We define ROIC as tax-effected operating income before restructuring and other special items divided by average invested capital over a rolling two-quarter
period for the first quarter. Invested capital is defined as equity plus debt, less cash and cash equivalents. Other companies may not define or calculate ROIC
in the same way. ROIC and other non-GAAP financial
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measures should be considered in addition to, not as a substitute for, measures of our financial performance prepared in accordance with generally accepted
accounting principles in the United States of America ("U.S. GAAP").
We review our internal calculation of WACC annually, and our estimated WACC is 9.5% for fiscal 2018. By exercising discipline to generate ROIC in excess
of our WACC, our goal is to create value for our shareholders. ROIC was 16.2% and 17.3% for the three months ended December 30, 2017 and December 31,
2016, respectively.
For a reconciliation of ROIC and Economic Return to our financial statements that were prepared using U.S. GAAP, see Exhibit 99.1 to this quarterly report
on Form 10-Q, which exhibit is incorporated herein by reference.
Refer to the table below, which includes the calculation of ROIC and Economic Return (dollars in millions) for the indicated periods:
Three Months Ended
December 30, 2017
Annualized operating income (tax effected)

$

Average invested capital
After-tax ROIC
WACC
Economic Return

113.6
701.6
16.2%
9.5%
6.7%

December 31, 2016
$

124.8
720.2
17.3%
10.5%
6.8%

LIQUIDITY AND CAPITAL RESOURCES
Cash and cash equivalents and restricted cash were $514.9 million as of December 30, 2017, as compared to $569.3 million as of September 30, 2017.
As of December 30, 2017, approximately 91.0% of our cash balance was held outside of the U.S. by our foreign subsidiaries. With the enactment of Tax
Reform, we believe that our offshore cash can be accessed in a more tax efficient manner. As previously discussed, we recorded $124.5 million of tax expense
during the three months ended December 30, 2017 associated with the repatriation of undistributed foreign earnings and the reversal of our permanently
reinvested assertion on certain foreign earnings in connection with Tax Reform. As of December 30, 2017, subject to potential limitations imposed by other
countries, we anticipate repatriating a substantial portion of offshore cash and are refining our associated capital allocation plan with a goal of enhancing
shareholder value. Apart from funding the $124.5 million in taxes payable related to Tax Reform, other potential uses of such capital include reinvestment in
the business to support growth and productivity improvements, returning cash to shareholders, and paying off all or a portion of the $175.0 million in
principal amount of Senior Notes due on June 15, 2018 (the "Notes").
Our future cash flows from operating activities will be reduced by $124.5 million due to the cash payments of accrued income taxes related to Tax Reform.
The table below provides our best estimate of the timing and amount of these future cash flows but these amounts may change, perhaps materially, as noted
within "Results of Operations - Income Taxes" above. The $124.5 million includes $100.0 million of U.S. federal taxes on the deemed repatriation of
undistributed foreign earnings, which are payable over an eight year period in accordance with the following installment schedule beginning in fiscal 2019
(in millions):
2019
2020
2021
2022
2023
2024
2025
2026
Total

$

8.0
8.0
8.0
8.0
8.0
15.0
20.0
25.0

$

100.0

The schedule above excludes an additional $22.7 million of foreign withholding taxes and $1.8 million of state taxes on the deemed repatriation of
undistributed foreign earnings since the exact timing of the payments is unknown as of December 30, 2017.
20

Table of Contents
Cash Flows. The following table provides a summary of cash flows for the periods presented, excluding the effect of exchange rates on cash and cash
equivalents and restricted cash (in millions):
Three Months Ended
December 30, 2017
Cash provided by operating activities
Cash used in investing activities
Cash used in financing activities

$
$
$

69.1
(16.5)
(109.1)

December 31, 2016
$
$
$

79.5
(6.8)
(4.2)

Operating Activities. Cash flows provided by operating activities during the three months ended December 30, 2017 was $69.1 million, as compared to $79.5
million for the three months ended December 31, 2016. The decrease was primarily due to an $11.9 million increase in cash used for working capital
primarily driven by a $37.1 million decrease in accounts receivable cash flows, due to the initial implementation of a new factoring program during the three
months ended December 31, 2016 and an $8.4 million increase in cash used for inventory to support increased revenue levels. This was partially offset by
improvements of $27.4 million in accounts payable cash flows driven by increased purchasing activity in support of the increased inventory levels and the
timing of payments and a $10.7 million decrease in cash used for other current and noncurrent liabilities, which resulted primarily from a $7.8 million
increase in restricted cash.
The following table provides a summary of cash cycle days for the periods indicated (in days):
Three months ended

Days in accounts receivable
Days in inventory
Days in accounts payable
Days in cash deposits
Annualized cash cycle

December 30,
2017

December 31,
2016

45
100
(63)
(15)

49
90
(60)
(13)

67

66

We calculate days in accounts receivable as accounts receivable for the respective quarter divided by annualized sales for the respective quarter by day. We
calculate days in inventory, accounts payable, and cash deposits as each balance sheet line item for the respective quarter divided by annualized cost of sales
for the respective quarter by day. We calculate annualized cash cycle as the sum of days in accounts receivable and days in inventory, less days in accounts
payable and days in cash deposits.
As of December 30, 2017, annualized cash cycle days increased one day compared to December 31, 2016 due to the following factors:
Days in accounts receivable for the three months ended December 30, 2017 decreased four days compared to the three months ended December 31, 2016. The
decrease is primarily attributable to increased annualized net sales as compared to the three months ended December 31, 2016 and an $84.6 million increase
in accounts receivable sold under factoring programs, which was partially offset by an increase in accounts receivable that resulted from an increase in the
length of payment terms with certain customers.
Days in inventory for the three months ended December 30, 2017 increased ten days compared to the three months ended December 31, 2016. The increase is
primarily to support new program ramps and as a result of experiencing longer lead times for certain components for new programs. In order to maintain a
high level of customer service, we are procuring components earlier, which has led to the increase in inventory.
Days in accounts payable for the three months ended December 30, 2017 increased three days compared to the three months ended December 31, 2016. The
increase is primarily driven by increased purchasing activity to support higher revenue levels, which was partially offset by the increase in annualized cost of
sales.
Days in cash deposits for the three months ended December 30, 2017 increased two days compared to the three months ended December 31, 2016. The
increase was primarily driven by an increase in customer deposits primarily due to deposits received from two customers during the three months ended
December 30, 2017 as we actively seek deposits to cover higher inventory balances.
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Free Cash Flow. We define free cash flow ("FCF"), a non-GAAP financial measure, as cash flow provided by operations less capital expenditures. FCF for the
three months ended December 30, 2017 was $52.4 million, a decrease of $20.1 million from the $72.5 million for the three months ended December 31, 2016,
primarily due to a $10.4 million decrease in cash flows provided by operations, due to the factors discussed above, and a $9.7 million increase in capital
expenditures, discussed below.
Non-GAAP financial measures, including FCF, are used for internal management assessments because such measures provide additional insight to investors
into ongoing financial performance. In particular, we provide FCF because we believe it offers insight into the metrics that are driving management decisions.
We view FCF as an important financial metric as it demonstrates our ability to generate cash and can allow us to pursue opportunities that enhance
shareholder value. FCF is a non-GAAP financial measure that should be considered in addition to, not as a substitute for, measures of our financial
performance prepared in accordance with U.S. GAAP.
A reconciliation of FCF to our financial statements that were prepared using U.S. GAAP follows (in millions):
Three months ended
December 30,
2017
Cash flows provided by operating activities
Payments for property, plant and equipment
Free cash flow

December 31,
2016

$

69.1
(16.7)

$

79.5
(7.0)

$

52.4

$

72.5

Investing Activities. Cash flows used in investing activities totaled $16.5 million for the three months ended December 30, 2017, an increase of $9.7 million
as compared to $6.8 million for the three months ended December 31, 2016. The increase in cash used in investing activities was due to a $9.7 million
increase in capital expenditures primarily to support new capabilities, new program ramps, and to replace or refresh older equipment.
We estimate funded capital expenditures for fiscal 2018 to be approximately $80.0 to $90.0 million, of which $16.7 million was utilized through the first
three months of fiscal 2018. The remaining fiscal 2018 capital expenditures are anticipated to be used primarily to fund a building purchase in Penang,
Malaysia, and to support new program ramps and replace or refresh older equipment. We believe our estimated capital expenditures will continue to be
funded from cash flows provided by operations, and may be supplemented by available cash, if required.
Financing Activities. Cash flows used in financing activities totaled $109.1 million for the three months ended December 30, 2017, an increase of $104.9
million as compared to cash flows used in financing activities of $4.2 million for three months ended December 31, 2016. The increase was primarily
attributable to an increase in pay-downs of our revolving credit facility, under which there were no outstanding borrowings as of December 30, 2017, as
compared to $75.0 million of outstanding borrowings as of December 31, 2016.
On June 6, 2016, the Board of Directors approved a multi-year stock repurchase program under which the Company is authorized to repurchase up to $150.0
million of its common stock beginning in fiscal 2017, subject to market conditions and other considerations. During the three months ended December 30,
2017, the Company repurchased 158,466 shares for approximately $9.5 million, at an average price of $60.25 per share. During the three months ended
December 31, 2016, the Company repurchased 144,729 shares for approximately $7.1 million, at an average price of $48.79 per share. All shares repurchased
under the repurchase programs were recorded as treasury stock.
In fiscal 2011, Plexus issued $175.0 million in principal amount of the Notes. The related Note Purchase Agreement contains certain financial covenants,
which include a maximum total leverage ratio, a minimum interest coverage ratio and a minimum net worth test, all as defined in the agreement. As
of December 30, 2017, the Company was in compliance with all such covenants relating to the Notes and the Note Purchase Agreement. With Tax Reform, we
are refining our capital allocation plan and are considering potentially paying down all of the Notes, or refinancing the Notes, or a portion thereof, with a
similar long-term product, although we can provide no assurances of the availability of such financing on attractive, or any, terms.
The Company also has a senior unsecured revolving credit facility (the "Credit Facility") with a $300.0 million maximum commitment that expires on July 5,
2021. The Credit Facility may be further increased to $500.0 million, generally by mutual agreement of the Company and the lenders, subject to certain
customary conditions. For further information regarding the Credit Facility, see Note 3, "Debt, Capital Lease Obligations and Other Financing," in Notes to
Condensed Consolidated Financial Statements.
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The financial covenants (as defined under the Credit Agreement) require, among other covenants, that the Company maintain, as of each fiscal quarter end, a
maximum total leverage ratio and a minimum interest coverage ratio. As of December 30, 2017, the Company was in compliance with all financial covenants
of the Credit Agreement.
The Credit Agreement and the Note Purchase Agreement allow for the future payment of cash dividends or the repurchase of shares provided that no event of
default (including any failure to comply with a financial covenant) exists at the time of, or would be caused by, the dividend payment or the share
repurchases. We have not paid cash dividends in the past and do not currently anticipate paying them in the future. However, we evaluate from time to time
potential uses of excess cash, which in the future may include share repurchases above those already authorized, a special dividend or recurring dividends.
The Company has Master Accounts Receivable Purchase Agreements with The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Branch (the "BTMU RPA")
and HSBC Bank (China) Company Limited, Xiamen branch (the "HSBC RPA") under which the Company may elect to sell receivables, at a discount, on an
ongoing basis. As of December 30, 2017, the maximum facility amounts of these uncommitted facilities were $160.0 million and $60.0 million, respectively.
The BTMU RPA is subject to expiration on October 3, 2018, but will be automatically extended each year unless any party gives no less than 10 days prior
notice that the agreement should not be extended. The terms of the HSBC RPA are generally consistent with the terms of the BTMU RPA discussed above.
The Company sold receivables under a former trade accounts receivable sale program that expired during the first fiscal quarter of 2017.
The Company sold $162.4 million and $77.8 million of trade accounts receivable under these programs during the three months ended December 30, 2017
and December 31, 2016, respectively, in exchange for cash proceeds of $161.5 million and $77.4 million, respectively.
In all cases, the sale discount was recorded within "Miscellaneous other income (expense)" in the Condensed Consolidated Statements of Comprehensive
Income in the period of the sale. For further information regarding the receivable sale programs, see Note 12, "Trade Accounts Receivable Sale Programs," in
Notes to Condensed Consolidated Financial Statements.
Based on current expectations, we believe that our projected cash flows provided by operations, available cash and cash equivalents, potential borrowings
under the Credit Facility, potential pay-down and/or refinancing of the Notes and our leasing capabilities, should be sufficient to meet our working capital
and fixed capital requirements for the next twelve months, including the repayment of the Notes. If our future financing needs increase, we may need to
arrange additional debt or equity financing. Accordingly, we evaluate and consider from time to time various financing alternatives to supplement our
financial resources. However, we cannot be assured that we will be able to make any such arrangements on acceptable terms.
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CONTRACTUAL OBLIGATIONS, COMMITMENTS AND OFF-BALANCE SHEET OBLIGATIONS
Our disclosures regarding contractual obligations and commercial commitments are located in various parts of our regulatory filings. Information in the
following table provides a summary of our contractual obligations and commercial commitments as of December 30, 2017 (dollars in millions):
Payments Due by Fiscal Year
Contractual Obligations
Short-Term Debt Obligations (1)
Capital Lease and Other Financing Obligations (2)
Operating Lease Obligations
Purchase Obligations (3)
Repatriation Tax on Undistributed Foreign Earnings (4)
Other Long-Term Liabilities on the Balance Sheet (5)
Other Long-Term Liabilities not on the Balance Sheet (6)
Other Financing Obligations (7)
Total Contractual Cash Obligations

Remaining
2018

Total

2019-2020

2023 and
thereafter

2021-2022

$

179.0
38.1
32.9
547.1
100.0
14.4
6.3
31.4

$

179.0
5.2
6.7
513.2
—
0.2
2.6
1.1

$

—
6.0
15.7
33.5
16.0
0.2
0.8
3.2

$

—
3.0
5.2
0.2
16.0
0.2
—
3.3

$

—
23.9
5.3
0.2
68.0
13.8
2.9
23.8

$

949.2

$

708.0

$

75.4

$

27.9

$

137.9

1)

Includes $175.0 million in principal amount of Notes as well as interest; see Note 3, "Debt, Capital Lease Obligations and Other Financing," in Notes
to Condensed Consolidated Financial Statements for further information.

2)

As of December 30, 2017, capital lease and other financing obligations consists of capital lease payments and interest as well as a non-cash
financing obligation related to the failed sale-leaseback of a building in Guadalajara, Mexico.

3)

As of December 30, 2017, purchase obligations consist primarily of purchases of inventory and equipment in the ordinary course of business.

4)

U.S. federal taxes on the deemed repatriation of undistributed foreign earnings due to Tax Reform, which is our best estimate and may change,
perhaps materially. Refer to "Liquidity and Capital Resources" above for further detail.

5)

As of December 30, 2017, other long-term obligations on the balance sheet included deferred compensation obligations to certain of our former and
current executive officers, as well as other key employees, and asset retirement obligations. We have excluded from the above table the impact of
approximately $3.1 million, as of December 30, 2017, related to unrecognized income tax benefits. The Company cannot make reliable estimates of
the future cash flows by period related to these obligations.

6)

As of December 30, 2017, other long-term obligations not on the balance sheet consisted of guarantees and a commitment for salary continuation
and certain benefits in the event employment of one executive officer of the Company is terminated without cause. Excluded from the amounts
disclosed are certain bonus and incentive compensation amounts, which would be paid on a prorated basis in the year of termination.

7)

Includes future minimum lease payments under the 10-year base lease agreement in Guadalajara as well as two 5-year renewal options.

DISCLOSURE ABOUT CRITICAL ACCOUNTING POLICIES
Our critical accounting policies are disclosed in our 2017 annual report on Form 10-K. Other than the item noted below, during the first quarter of fiscal 2018,
there were no material changes to these policies.
Income Taxes: Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit carryforwards. Deferred tax assets and
liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled. With the enactment of Tax Reform, the Company now provides for additional U.S. and foreign income taxes that would become payable
upon the repatriation of undistributed earnings of foreign subsidiaries. The Company maintains valuation allowances when it is more likely than not that all
or a portion of a deferred tax asset will not be realized. In determining whether a valuation allowance is required, the Company takes into account such
factors as prior earnings history, expected future earnings, carryback and carryforward periods, and tax strategies that could potentially enhance the
likelihood of the realization of a deferred tax asset.
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NEW ACCOUNTING PRONOUNCEMENTS
See Note 1, "Basis of Presentation," in Notes to Condensed Consolidated Financial Statements for further information regarding new accounting
pronouncements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
We are exposed to market risk from changes in foreign exchange and interest rates. We selectively use financial instruments to reduce such risks. We do not
use derivative financial instruments for speculative purposes.
Foreign Currency Risk
Our international operations create potential foreign exchange risk. Our policy is to selectively hedge our foreign currency denominated transactions in a
manner that partially offsets the effects of changes in foreign currency exchange rates. We typically use foreign currency contracts to hedge only those
currency exposures associated with certain assets and liabilities denominated in non-functional currencies. Corresponding gains and losses on the underlying
transaction generally offset the gains and losses on these foreign currency hedges.
Our percentages of transactions denominated in currencies other than the U.S. dollar for the indicated periods were as follows:
Three Months Ended
Net Sales
Total Costs

December 30, 2017

December 31, 2016

9.8%
14.9%

7.8%
12.7%

The Company has evaluated the potential foreign currency exchange rate risk on transactions denominated in currencies other than the U.S. dollar for the
periods presented above. Based on the Company’s overall currency exposure, as of December 30, 2017, a 10.0% change in the value of the U.S. dollar
relative to our other transactional currencies would not have a material effect on the Company’s financial position, results of operations, or cash flows.
Interest Rate Risk
We have financial instruments, including cash equivalents and debt, which are sensitive to changes in interest rates. The primary objective of our investment
activities is to preserve principal, while maximizing yields without significantly increasing market risk. To achieve this, we maintain our portfolio of cash
equivalents in a variety of highly rated securities, money market funds and certificates of deposit, and limit the amount of principal exposure to any one
issuer.

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures
The Company maintains disclosure controls and procedures designed to ensure that the information the Company must disclose in its filings with the
Securities and Exchange Commission ("SEC") is recorded, processed, summarized and reported on a timely basis. The Company’s Chief Executive Officer
("CEO") and Chief Financial Officer ("CFO") have reviewed and evaluated, with the participation of the Company’s management, the Company’s disclosure
controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the "Exchange Act") as of the
end of the period covered by this report (the "Evaluation Date"). Based on such evaluation, the CEO and CFO have concluded that, as of the Evaluation Date,
the Company’s disclosure controls and procedures are effective (a) in recording, processing, summarizing and reporting, on a timely basis, information
required to be disclosed by the Company in the reports the Company files or submits under the Exchange Act, and (b) in assuring that information is
accumulated and communicated to the Company’s management, including the CEO and CFO, as appropriate to allow timely decisions regarding required
disclosure.
Changes in Internal Control Over Financial Reporting
During the first quarter of fiscal 2018, there have been no changes in the Company’s internal control over financial reporting (as defined in Rules 13a-15(f)
and 15d-15(f) under the Exchange Act) that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over
financial reporting.
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PART II. OTHER INFORMATION
ITEM 1A. Risk Factors
In addition to the risks and uncertainties discussed herein, particularly those discussed in the “Safe Harbor” Cautionary Statement and "Management’s
Discussion and Analysis of Financial Condition and Results of Operations" in Part I, Item 2, see the risk factors set forth in Part I, Item 1A of our annual report
on Form 10-K for the fiscal year ended September 30, 2017.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds
The following table provides the specified information about the repurchases of shares by the Company during the three months ended December 30, 2017.

Total number of shares
purchased

Period
October 1, 2017 to October
28, 2017
October 29, 2017 to
November 25, 2017
November 26, 2017 to
December 30, 2017
Total

Average price paid per
share

Total number of shares
purchased as part of publicly
announced plans or
programs

Maximum approximate
dollar value of shares that
may yet be purchased under
the plans or programs*

66,792

$

58.47

66,792

$

111,958,503

39,932

$

61.14

39,932

$

109,517,258

51,742

$

61.85

51,742

$

106,317,079

158,466

$

60.25

158,466

* On June 6, 2016, the Board of Directors approved a multi-year stock repurchase program under which the Company is authorized to repurchase up to
$150.0 million of its common stock.

ITEM 6.

Exhibits

The list of exhibits is included below:
Exhibit No.
31.1
31.2
32.1
32.2
99.1
101

101.INS
101.SCH
101.CAL
101.LAB
101.PRE
101.DEF

Exhibit
Certification of Chief Executive Officer pursuant to Section 302(a) of the Sarbanes Oxley Act of 2002.
Certification of Chief Financial Officer pursuant to Section 302(a) of the Sarbanes Oxley Act of 2002.
Certification of the CEO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of the CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Reconciliation of ROIC and Economic Return to GAAP Financial Statements
The following materials from Plexus Corp.’s Quarterly Report on Form 10-Q for the quarter ended December 30, 2017, formatted in XBRL
(Extensible Business Reporting Language): (i) the Condensed Consolidated Statements of Comprehensive Income, (ii) the Condensed
Consolidated Balance Sheets, (iii) the Condensed Consolidated Statements of Cash Flows, and (iv) Notes to Condensed Consolidated
Financial Statements.
XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document

27

Table of Contents
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.
Plexus Corp.
Registrant
Date: 2/2/18

/s/ Todd P. Kelsey
Todd P. Kelsey
President and Chief Executive Officer

Date: 2/2/18

/s/ Patrick J. Jermain
Patrick J. Jermain
Senior Vice President and Chief Financial Officer
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Exhibit 31.1
CERTIFICATION
I, Todd P. Kelsey, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Plexus Corp.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and
5.

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: February 2, 2018

/s/ Todd P. Kelsey
Todd P. Kelsey
President and Chief Executive Officer

Exhibit 31.2
CERTIFICATION

I, Patrick J. Jermain, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Plexus Corp.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and
5.

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: February 2, 2018

/s/ Patrick J. Jermain
Patrick J. Jermain
Senior Vice President and Chief Financial Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Plexus Corp. (the “Company”) on Form 10-Q for the quarterly period ended December 30, 2017, as filed
with the Securities and Exchange Commission on or about the date hereof (the “Report”), I, Todd P. Kelsey, President and Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
/s/ Todd P. Kelsey
Todd P. Kelsey
President and Chief Executive Officer
February 2, 2018
A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature
that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to Plexus Corp. and will be
retained by Plexus Corp. and furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Plexus Corp. (the “Company”) on Form 10-Q for the quarterly period ended December 30, 2017, as filed
with the Securities and Exchange Commission on or about the date hereof (the “Report”), I, Patrick J. Jermain, Senior Vice President and Chief Financial
Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that to the best of my
knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
/s/ Patrick J. Jermain
Patrick J. Jermain
Senior Vice President and Chief Financial Officer
February 2, 2018
A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature
that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to Plexus Corp. and will be
retained by Plexus Corp. and furnished to the Securities and Exchange Commission or its staff upon request.

Exhibit 99.1
Return on Invested Capital ("ROIC") and Economic Return Calculations
Three Months Ended

Twelve Months Ended

Three Months Ended

Dec 30,
2017

Sept 30,
2017

Dec 31,
2016

Operating income, as reported

$
x

31,557
4

$

129,908

$
x

33,903
4

Adjusted annualized operating income
Adjusted effective tax rate

$
x

126,228
10%

$
x

129,908
8%

$
x

135,612
8%

Adjusted operating income (tax effected)

$

113,605

$

119,515

$

124,763

Average invested capital

$

701,635

$

738,266

$

720,197

Tax impact

12,623

ROIC
WACC
Economic Return

10,849

16.2%
(9.5)%

16.2%
(10.5)%

17.3%
(10.5)%

6.7%

5.7%

6.8%

Average Invested Capital

Three Months Ended
Dec 30,
2017

Equity
Plus:
Debt - current
Debt - non-current
Less:
Cash and cash equivalents

10,393

$

$

933,849

Sept 30,
2017
$

1,025,939

Jul 1,
2017
$

991,306

Apr 1,
2017
$

961,438

Dec 31,
2016
$

927,542

Oct 1,
2016
$

916,797

179,881
26,047

286,934
26,173

267,297
26,138

92,623
185,638

78,879
184,136

78,507
184,002

(506,694)

(568,860)

(519,172)

(524,520)

(496,505)

(432,964)

633,083

$

770,186

$

765,569

$

715,179

$

694,052

$

746,342

