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Notes to readers

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS FOR THE 13-WEEKS AND 52-WEEKS ENDED APRIL 2, 2023

Information in this Management’s Discussion and Analysis (“MD&A”) relating to the financial
condition and results of operations of NFI Group Inc. (“NFI” or the "Company") is supplemental to,
and should be read in conjunction with, NFI's unaudited interim condensed consolidated financial
statements (including notes) (the “Financial Statements”) for the 13-week period ended April 2,
2023.

This MD&A contains forward-looking statements, which are subject to a variety of factors that could
cause actual results to differ materially from those contemplated by such forward-looking
statements, including, but not limited to, the factors described in the Company's public filings
available on SEDAR at www.sedar.com. See “Forward-Looking Statements” in Appendix A. The
Financial Statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) and, except where otherwise indicated, are presented in U.S. dollars, which is
the functional currency of NFI. Unless otherwise indicated, the financial information contained in
this MD&A has been prepared in accordance with IFRS and references to “$” or “dollars” mean
U.S. dollars, "C$" means Canadian dollars, and "GBP" and "£" mean British Pounds Sterling.

The Company retrospectively adopted IFRS 17 - Insurance Contracts on January 2, 2023. Refer
to the section, "new and amended standards adopted by the Company" for details of the impact of
the adoption on this MD&A. NFI's Financial Statements were prepared on a going concern basis in
accordance with IFRS. Readers are recommended to read the section, "capital allocation policy"
regarding the basis of preparation, the impact of upcoming financial covenants and the
determination of application of the going concern assumption.

QUARTERLY AND ANNUAL REPORTING PERIODS

The quarterly and annual reporting periods for the current and prior year are as follows:

Period from January 2, 2023 to December 31, 2023 Period from January 3, 2022 to January 1, 2023
(“Fiscal 2023”) (“Fiscal 2022”)
# of # of
Period End Date Calendar Period End Date Calendar
Weeks Weeks
Quarter 1 April 2,2023  ("2023 Q1") 13 Quarter 1 April 3,2022  ("2022 Q1") 13
Quarter 2 July 2,2023  ("2023 Q2") 13 Quarter 2 July 3,2022  ("2022 Q2") 13
Quarter 3 October 1, 2023  ("2023 Q3") 13 Quarter 3 October 2, 2022  ("2022 Q3") 13
Quarter 4 December 31, 2023  ("2023 Q4") 13 Quarter 4 January 1, 2023  ("2022 Q4") 13
Fiscal year December 31, 2023 52 Fiscal year January 1, 2023 52
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Notes to readers

Specific references and definitions are used throughout this MD&A, please see the Non-IFRS and
Other Financial Measures section. References to LTM mean last-twelve months ("LTM"). Adjusted
earnings before interest, taxes, depreciation and amortization ("Adjusted EBITDA"), Invested
Capital, net operating profit after taxes ("NOPAT"), return on invested capital ("ROIC"), Free Cash
Flow, Free Cash Flow per Share, Adjusted Net Loss, Adjusted Net Loss per Share, Liquidity,
Working Capital Days, Payout Ratio, Book-to-Bill and Backlog are non-IFRS measures and should
not be considered substitutes or alternatives for IFRS measures. These are not defined terms under
IFRS and do not have standard meanings, so may not be a reliable way to compare NFI to other
companies.

The Company has two reportable segments which are the Company’s strategic business units:
Manufacturing Operations and Aftermarket Operations. The strategic business units offer different
products and services, and are managed separately because they require different technology and
marketing strategies.

The Manufacturing Operations segment derives its revenue from the manufacture, service and
support of new transit buses, coaches, medium-duty and cutaway buses. Based on management’s
judgment and applying the aggregation criteria in IFRS 8.12, the Company's bus/coach
manufacturing operations and medium-duty/cutaway manufacturing operations fall under a single
reportable segment. Aggregation of these operating segments is based on the segments having
similar economic characteristics with similar long-term average returns, products and services,
production methods, distribution and regulatory environment.

The Aftermarket Operations segment derives its revenue from the sale of aftermarket parts for
transit buses, coaches and medium-duty/cutaway buses, both for the Company's and third-party
products.

Single and double deck buses manufactured by New Flyer and Alexander Dennis Limited
("Alexander Dennis" or "AD") are classified as "transit buses". ARBOC manufactures body on-
chassis or “cutaway” and "medium-duty" buses that service transit, paratransit, and shuttle
applications. Collectively, transit buses, medium-duty buses and cutaways, are referred to as
"buses". A “motor coach” or “coach” is a 35-foot to 45-foot over-the-highway bus typically used for
intercity transportation and travel over longer distances than heavy-duty transit buses, and is
typically characterized by (i) high deck floor, (ii) baggage compartment under the floor, (iii) high-
backed seats with a coach-style interior (often including a lavatory), and (iv) no room for standing
passengers. “Product lines” include heavy-duty transit buses, motor coaches, pre-owned coaches,
cutaway and medium-duty buses.

Zero-emission buses ("ZEBs") consist of trolley-electric, hydrogen fuel cell-electric, and battery-
electric buses and motor coaches. All of the data presented in this MD&A with respect to the
number of transit buses, medium-duty buses, cutaways and motor coaches in service and delivered,
is measured in, or based on, “equivalent units” (or "EUs"). One EU represents one production “slot”,
being one 30-foot, 35-foot, 40-foot, 45-foot heavy-duty transit bus, one double deck bus, one
medium-duty bus, one cutaway bus or one motor coach, whereas one articulated transit bus
represents two EUs. An articulated transit bus is an extra-long transit bus (approximately 60-feet in
length), composed of two passenger compartments connected by a joint mechanism. The joint
mechanism allows the vehicle to bend when the bus turns a corner, yet have a continuous interior.

A summary of the Company’s order, delivery, and backlog information can be found in Appendix B.
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2023 Q1 Highlights (US$)
$524M 792

Total Revenue EUs Delivered
$36.2M $7.4M
Gross Profit Adjusted EBITDA™M
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Deliveries (EUs)

Q1122
Q123
LTM Q1 22

LTM Q1 23

Leading the ZEvolution”

KEY PERFORMANCE INDICATORS

Net Loss ($ millions)

Q122
Q123
LTM Q1 22

LTM Q1 23 ($294.3)

Adjusted EBITDA' ($ millions)

Q1122
Q123
LTM Q1 22

LTM Q1 23

Working Capital Days?

Q122
Q2722
Q3122
Q4 22
Q123

Backlog (EUs)

Q1722
Q2722
Q3122
Q422
Q123

Footnotes

660
792
3,488
3,171
($27.8)
($46.0)
($49.3)
($16.7)
$7.4
$92.6
(533.4) I
70
72
70
68
69

4,057 g5 {mmm—
4,366 5308

4,153  memgy352e
4,558 4610
4,910 5161

Firm [ oOptions

Revenue ($ millions)

Q122
Q123
LTM Q1 22
LTM Q1 23

$459.3
$524.4

$2,228.9
$2,119.0

Adjusted Net Loss' ($ millions)

Q122
Q123
LTM Q1 22

LTM Q1 23

($156.9)

Net cash generated by (used in) operating activities ($ millions)

Q122
Q123
LTM Q1 22

LTM Q1 23

($132.5)
(566.4)
$70.4
($174.0)

Total Liquidity? ($ millions)

Q122
Q2 22
Q322
Q4 22
Q123

RroIC?

LT™M Q1 22
LTM Q2 22
LTM Q3 22
LTM Q4 22
LT™M Q1 23

$649.0
$628.5

1.1%

(1.5)%
(3.3)%

(4.4)%
(3.4)%

1. Represents a non-IFRS measure, meaning it is not a defined term under IFRS and does not have a standard meaning, so it may not be a reliable way to
compare NFI to other companies. See Non-IFRS and Other Financial Measures section.

2.  Represents a supplementary financial measure. See Non-IFRS and Other Financial Measures section.

3 Represents a non-IFRS ratio, meaning it is derived from a non-IFRS measure, which does not have a standard meaning, so it may not be a reliable way to
compare NFI to other companies. The ratio is calculated using net operating profit after tax and average invested capital both of which are non-IFRS

measures. See Non-IFRS and Other Financial Measures section.
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FINANCIAL RESULTS

NFI’s 2023 first quarter financial results reflect the global supply chain challenges, and the impacts of heightened inflation, supplier
surcharges and rapid foreign exchange movements on select legacy contracts bid in 2020 and 2021. While these challenges impacted
results, there was significant improvement when compared to the same period in 2022 as overall supply chains showed improvement.
During the first quarter of 2023, the Company's Manufacturing business segment ("Manufacturing") took the prudent approach to
maintain production rates at lower levels to align with supply chain lead times and allow for teams to focus offline work-in-progress
("WIP") inventory. The Company's end markets are recovering from the pandemic, which is demonstrated by recent order activity, a
record North American bid environment and unprecedented government funding for public transit. The Aftermarket business segment
("Aftermarket”) experienced record quarterly levels of revenue.

Full details of the Company’s orders, deliveries and backlog information can be found in Appendix B.

Deliveries (EUs) 2023 Q1 2022 Q1
2023 Q1 2022 Q1 % Change LTM LTM % Change
Transit buses 505 505 - % 2,253 2,567 (12.2)%
Motor coaches 149 83 79.5 % 590 612 (3.6)%
Medium-duty and cutaway 138 72 91.7 % 328 309 6.1%
New vehicle deliveries 792 660 20.0 % 3,171 3,488 (9.1)%
Pre-owned coach 108 19 468.4 % 279 235 18.7 %

Zero-emission deliveries
(included in the above totals) 166 202 (17.8)% 657 769 (14.6)%

Zero-emission deliveries as a percentage of
total new vehicle deliveries 21.0% 30.6 % (31.4)% 20.7 % 22.0% (5.9)%

Revenue 2023 Q1 2022 Q1
(dollars in millions) 2023 Q1 2022 Q1 % Change LTM LTM % Change
Transit buses 270.3 264.7 2.1 % 1,218.1 1,335.4 (8.8)%
Motor coaches 91.8 50.8 80.7 % 337.2 338.5 0.4)%
Medium-duty and cutaway 14.4 7.9 82.3 % 38.2 321 19.0 %
Total New Vehicle Revenue 376.5 323.4 16.4 % 1,593.5 1,706.0 (6.6)%
Pre-owned coach revenue 5.8 0.8 625.0 % 17.8 11.4 56.1 %
Infrastructure Solutions™ 0.5 0.6 (16.7)% 8.4 14.3 (41.3)%
Fiberglass reinforced polymer components 2.5 1.8 38.9 % 7.7 5.4 42.6 %
Manufacturing Revenue 385.3 326.6 18.0 % 1,627.4 1,737.1 (6.3)%
Aftermarket 139.1 132.7 4.8 % 491.6 491.8 - %
Total Revenue 524.4 459.3 14.2 % 2,119.0 2,228.9 (4.9)%
North America 414.6 334.0 24.1 % 1,635.6 1,638.6 (0.2)%
United Kingdom and Europe 102.3 114.7 (10.8) % 428.4 4711 9.1)%
Asia Pacific 7.5 10.6 (29.2)% 55.0 119.4 (53.9)%

Manufacturing revenue for 2023 Q1 increased by $58.7 million, or 18.0%, compared to 2022 Q1. The increase was driven by higher
deliveries within motor coach and medium-duty and low-floor cutaway vehicles. Quarterly and LTM deliveries are down relative to
pre-COVID levels due to global supply chain challenges and related production inefficiencies. These challenges are largely the result
of suppliers recovering from impacts of the COVID-19 pandemic, which has created numerous bottlenecks in the supply chain and
disruptions to certain parts availability.
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Quarterly revenue of the Company's Infrastructure Solutions™ division decreased by $0.1 million. The decrease is primarily due to
the timing of revenue recognition on open contracts. Since its inception, Infrastructure Solutions™ has been responsible for the
delivery of 356 plug-in and 35 on-route charger projects for 58 different customers.

Aftermarket revenue for 2023 Q1 increased by $6.4 million, or 4.8% compared to 2022 Q1. The increase is mainly related to
increased volume in the North America region. The Company continues to benefit from a multi-year retrofit program in the Asia-
Pacific region, which continued throughout 2023 Q1, but at a lower run rate. The 2023 Q1 LTM sales under the program were $55.0
million, a decrease of $64.4 million compared to 2022 Q1 LTM sales of $119.4 million.

Net Earnings (Loss)
(dollars in millions, except per share amounts)

2023 Q1 2022 Q1

2023 Q1 2022 Q1 % Change LTM LTM % Change
Manufacturing (41.5) (46.4) 10.6 % (304.6) (110.5)  (175.7)%
Aftermarket 24.8 18.6 33.3 % 73.2 83.6 (12.4) %
Corporate (29.3) - - % (62.9) (22.4) (180.8) %
Net Loss (46.0) (27.8) (65.5)% (294.3) (49.3) (497.0)%
Adjusted Net Loss' (37.5) (40.6) 7.6 % (156.9) (58.8)  (166.8)%
Net Loss per Share (0.60) (0.36) (66.7)% (3.80) (0.66)  (475.8)%
Adjusted Net Loss per Share’ (0.49) (0.53) 7.5 % (2.03) (0.81) (150.6) %

Adjusted EBITDA'
(dollars in millions)

2023 Q1 2022 Q1

2023 Q1 2022 Q1 % Change LTM LTM % Change
Manufacturing (23.1) (39.5) 41.5 % (132.8) (23.7) (460.3) %
Aftermarket 29.5 22.8 29.4 % 92.8 99.0 (6.3)%
Corporate 1.0 — - % 6.6 17.3 (61.8)%
Total Adjusted EBITDA' 7.4 (16.7) 144.3 % (33.4) 92.6 (136.1)%

Adjusted EBITDA as a percentage of revenue

Manufacturing (6.0)% (12.1)% 50.4 % (8.2)% (1.4)%  485.7 %
Aftermarket 212 % 17.2 % 23.3 % 18.9 % 20.1 % (6.0)%
Total 1.4 % (3.7% 137.8% (1.6)% 4.1% (139.0)%

1. Non-IFRS Measure - See Non-IFRS and Other Financial Measures section.

The 2023 Q1 Manufacturing Adjusted EBITDA increased by $16.4 million, or 41.5%, compared to 2022 Q1. The increase was driven by
higher overall deliveries, favourable sales mix and a lower number of legacy inflation impacted contracts. Manufacturing
experienced a net loss of $41.5 in 2023 Q1 million compared to a net loss of $46.4 million in 2022 Q1. The decrease in Manufacturing
net loss was mainly attributable to the same items that impacted Manufacturing Adjusted EBITDA.

The 2023 Q1 Aftermarket realized Adjusted EBITDA of $29.5 million, a $6.7 million, or 29.4%, year-over-year increase. The increase
in Adjusted EBITDA was primarily due to improved sales volume and product mix. Also contributing were economic impacts reducing
freight and part costs and freight surcharges. This increase in Aftermarket Adjusted EBITDA results were partially related to a multi-
year retrofit program in the Asia-Pacific region, which will continue into early 2024, but at a lower run rate as the program unwinds.
2023 Q1 Aftermarket net earnings increased by $6.2 million, or 33.3%, primarily due to the same items that impacted Aftermarket
Adjusted EBITDA.
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2023 Q1 Corporate Adjusted EBITDA increased by $1.1 million, compared to 2022 Q1. Corporate expenses included in the calculation
of net loss increased by $29.3 million, primarily due to increased interest on long-term debt and unfavourable mark-to-market
adjustments to the Company's interest rate swaps. These were somewhat offset by a favourable fair value adjustment to the
Company's convertible debenture cash conversion option.

Free Cash Flow' and net cash generated by
operating activities

(dollars in millions, except per share amounts) 2023 Q1 2022 Q1
2023 Q1 2022 Q1 % Change LTM LTM % Change

Net cash (used in) generated by operating

activities (66.4) (132.5) 49.9 % (174.0) 70.4 (347.2)%
Free Cash Flow (28.9) (40.4) 28.5 % (157.2) (32.8) (579.3)%
Free Cash Flow (CAD dollars) (39.0) (50.5) 22.8 % (211.2) (41.4) 410.1 %
Declared Dividends (CAD dollars) - 4.1 (100.0)% 8.2 50.7 (83.8)%
Free Cash Flow per Share (CAD dollars)? (0.51) (0.66) 22.7 % (2.73) (0.57) (578.9)%
Dividends per Share (CAD dollars) - 0.05 (100.0)% 0.11 0.69 (115.9)%

Payout Ratio (Declared Dividends divided by
Free Cash Flow)’ — % (8.1)%  (100.0)% (3.9)% (122.5)% (96.8)%

1. Non-IFRS Measure - See Non-IFRS and Other Financial Measures section.

2. Represents a non-IFRS ratio, meaning it is derived from a non-IFRS measure, which does not have a standard meaning, so it may not be a reliable way
to compare NFI to other companies. The ratio is calculated using Free Cash Flow, which is a non-IFRS measure. See Non-IFRS and Other Financial
Measures section.

Free Cash Flow in 2023 Q1 increased by $11.5 million, or 28.5%, compared to 2022 Q1, mainly due to higher earnings in the period.
"NFIl Forward", the Company's transformational restructuring initiatives to generate cost savings, generated Adjusted EBITDA savings
of $9.7 million and an additional $1.8 million Free Cash Flow savings in the quarter.

Net cash used in operating activities in 2023 Q1 was $66.4 million, a decrease of $66.2 million or 49.9%, compared to cash used in
2022 Q1, mainly due to the decrease in cash used in working capital. The 2023 Q1 LTM net cash used in operating activities increased
by 347.2%, primarily due to a increase in net losses and cash used in working capital.

2023 Q1 2022 Q4 2023 Q3 2022 Q2 2022 Q1

Working Capital Days' 69 68 70 72 70
Liquidity ($ million)' S 1241 S 143.5 § 4714 $ 628.5 S 649.0
Backlog (EUs) 10,071 9,186 8,505 9,674 8,908
ROIC’ (3.4)% (4.4)% (3.3)% (1.5)% 1.1 %

1. Working Capital Days and Liquidity represent supplementary financial measures. ROIC represents a non-IFRS ratio for the last 12-month period. See
Non-IFRS and Other Financial Measures section.

As part of the Company's increased focus on cash conversion and leverage reduction, the Company is actively focused on reducing
Working Capital Days, especially as it navigates through supply-related disruption to its operations. In 2023 Q1, Working Capital Days
were 69, compared to 68 at the end of 2022 Q4, and 70 at the end of 2022 Q1. The increase in Working Capital Days in 2023 Q1
compared to 2022 Q4 is mostly attributable to the increase in average working capital balances, mainly due to increases in WIP
inventory, primarily driven by the timing of completion of vehicles missing certain components and also related to delays in
delivering certain North American battery-electric buses that required the installation of new drain technology within the energy
enclosure system.

The Company's liquidity position, which combines cash on-hand plus available capacity under its credit facilities, without
consideration given to the minimum liquidity requirement of $25 million under the Amended Facilities', was $124.1 million as at the
end of 2023 Q1, down $19.4 million from the end of 2022 Q4. The decrease in liquidity is primarily due to increased drawings from
letters of credit ("LOC") and increased debt drawings to support increased worked capital levels.
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At the end of 2023 Q1, the Company's total backlog (firm and options) was 10,071 EUs, an increase of 9.6% compared to 9,186 EUs at
the end of 2022 Q4. The increase was driven by high levels of new awards in North American and UK transit operations in the
quarter, offset by lower deliveries and some option expiries. In addition, 425 EUs of new firm and option orders were pending from
customers at the end of 2023 Q1 where approval of the award to the Company had been made by the customer’s board, council, or
commission, as applicable, but purchase documentation had not yet been received by the Company and therefore not yet included in
the backlog.

LTM 2023 Q1 return on invested capital (ROIC) increased by 1.0% from LTM 2022 Q4, due to the increase in Adjusted EBITDA and by a
lower invested capital base. The increase in invested capital is primarily due to an increase in senior unsecured debt partially offset

by a decrease in shareholders' equity.

Footnotes

1. As described in the Capital Allocation section on page 33.
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2023 Q1 HIGHLIGHTS

Similar to Fiscal 2022, the first quarter of 2023 continued to be a representation of the broader operating and economic environment,
with numerous long-term positive indicators, including increases in new orders, higher contract pricing, and high backlog and bid activity,
offset by continued near-term challenges related to supply chain challenges and heightened inflation. Manufacturing operations
continued to experience inflation impacts related to legacy contracts bid in 2020 and 2021, and some operational inefficiencies resulting
from global supply chain challenges, although there have been signs of supply chain performance improving. Consistent with the
Company's expectations for the first quarter, NFl continued to operate at reduced new vehicle input rates, primarily by adjusting
production, and by delaying some new vehicle line entries to match timing of parts availability. The Company has started to see an
easing of inflationary pressures related to components and raw materials, and has also experienced some success from various actions
taken to improve supply performance, including longer lead-times to suppliers and use of alternative suppliers at different levels of the
supply chain.

The supply chain disruptions and uncertainty have been especially challenging to NFI and others in the bus and motor vehicle
manufacturing industries. The majority of NFI's transit and coach customer orders are highly customized, with significant specification
requirements by customers. In addition, production is typically subject to local content rules, such as Buy America provisions or local
manufacturing requirements. These various factors limit the Company's ability to use alternative sources of supply and require dedicated
manufacturing facilities for different product types by region.

During the first quarter of 2023, NFl saw an increase in its inventory balances. These higher inventory balances primarily relate to the
timing of completing vehicles that require certain components and from delays in delivering select North American battery-electric buses
that require the installation of new drain technology within the battery energy enclosure system. Work on the drains began in the second
quarter, and NFI expects that the majority of the vehicles impacted by these issues will commence delivery late in the second quarter
and continue to be delivered throughout the rest of 2023. Accounts payable balances were also elevated to match the timing of
deliveries to supplier payments and deferred revenue increased linked to customer prepayments and deposits.

NFI’s customers continue to be accommodating to the supply chain challenges that have continually adjusted the Company's production
and delivery schedules. NFl has continued to communicate with its customers to provide updates and coordinate delivery schedules based
on supply availability. Similar to the second half of 2022, NFI worked with customers in the first quarter of 2023 to seek commercial
consideration in response to rising input costs. As of April 2, 2023, the Company had received $88.3 million in prepayments, secured
pricing adjustments from certain customers and continued to work with other customers on programs to help alleviate some of NFI's
working capital investments as it navigates through the supply chain challenges. These programs are ongoing and, if successful, may have
a positive impact on working capital investments and operating cash flows throughout 2023.

During the quarter, NFI and its banking syndicate partners continued to advance amended multi-year credit arrangements that the
Company expects will provide the appropriate capacity, covenants and tenor matched to the Company’s anticipated financial
performance and recovery. Associated with NFI's overall credit capacity, in January 2023, the Company announced that it had finalized
agreements for the previously announced financial support package of approximately $187 million with the Manitoba Development
Corporation ("MDC"), an entity that provides financial services and financial instruments on behalf of the Province of Manitoba, and
Export Development Canada (“EDC”), a Canadian government Crown corporation. The financial support package included two debt
facilities, a $37 million facility (C$50 million) from MDC (the "Manitoba Facility") and a $50 million facility from EDC (the "EDC Facility"),
as well as an up to $100 million surety reinsurance support arrangement with EDC for NFI’s surety and performance bonding
requirements.

Strong Market Demand and Increasing Procurements

The Company continued to see strong metrics that measure future demand and activity during the first quarter of 2023. In 2023 Q1, new
orders increased by 33.1% year-over-year; active bids of 11,066 EUs were at record levels, up 99.0% year-over-year; and there were 425
EUs in bid awards pending. This positions NFI for another quarter of backlog growth in the second quarter of 2023. The Company's 2023
Q1 Book-to-Bill' ratio was 149.0%, mostly driven by higher deliveries; 2023 Q1 LTM Book-to-Bill was 131.3%, an increase from 124.8% for
the same period last year.

NFI's Total Public Bid Universe for North America was a record 31,169 EUs, up 18.2% year-over-year. The Company ended 2023 Q1 with
2,833 EUs of bids in process, and another 8,233 EUs of bids submitted, the highest bids submitted on record. See Appendix B for details.

Given the highly customized nature of NFI's products, there is significant lead time between when an order is received to when a vehicle
is delivered. Generally, in North America, NFI will begin production on an order six to twelve months after it is awarded. In international
markets, this lead time can be anywhere from three to eight months. This pre-production period is utilized to complete final

' Represents a supplementary financial measure. See Non-IFRS and Other Financial Measures section.
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engineering, coordinate supply delivery, and align production schedules. Due to this timing structure, there is a lag between when orders
are received and when they impact NFI's financial results in the form of deliveries.

Zero-Emission Mobility—The ZEvolution™

At the end of 2023 Q1, NFI had 3,661 ZEBs in the backlog, representing a record 36.4% of the total backlog, up from the previous record
of 28.6% in 2022 Q4. 16,077 EUs, or 51.6%, of the Total Bid Universe is ZEBs, an increase of 43.7% year-over-year, which supports
management's expectations for a continued increase in the demand for ZEBs.

NFI sells buses to all of the 25 largest transit authorities in North America and has electric vehicles in service with 17 of these transit
agencies. NFI also serves all of the UK's major transit and coach operators. Within the first quarter of 2023, the Company announced new
zero-emission and electric orders for customers in Athlone, Ireland; Oxfordshire and West Midlands, UK; Miami, Florida, USA, and
multiple agencies in California and other states.

In February 2023, NFI's zero-emission innovation and expertise was on display as New Flyer welcomed United States Vice President
Kamala Harris to its manufacturing facility in St. Cloud, Minnesota. During the visit, Vice President Harris participated in a tour that
included New Flyer Xcelsior CHARGE NG™ electric buses, and the assembly of American-made batteries packages used in New Flyer
electric buses. Vice President Harris also delivered an address to New Flyer team members and special guests.

In April 2023, Alexander Dennis announced plans to expand its Larbert head office facility into a manufacturing site for the future: the
Larbert site will focus on the production of the new Enviro400EV zero-emission bus starting in the second half of 2023, assembling the
next-generation body on the new Alexander Dennis battery-electric chassis. The decision follows a successful pilot program to build
Enviro400FCEV hydrogen fuel cell-electric buses in Larbert, Scotland.

Also in April 2023, Alexander Dennis announced that the CAVForth autonomous bus service would begin on May 15, 2023, in East Scotland,
using five Alexander Dennis Enviro200AV buses. This follows the successful completion of an extensive testing program and registration of
the bus service by Stagecoach, the UK's largest bus and coach operator. The CAVForth2 project will continue development of autonomous
bus technology in the UK, and will see Stagecoach, the UK's largest bus operator, extend the 14-mile route of the existing CAVForth
autonomous bus service, taking in more complex driving scenarios.

NFI Forward Update

In July 2022, NFI launched a series of additional projects called “NFI Forward 2.0”, that were expected to generate additional annualized
Adjusted EBITDA savings in 2023 and beyond. The initial project, which occurred during the third quarter of 2022, was the integration of
NFI's Delaware parts distribution operations (a legacy parts warehouse that NFI acquired when it purchased NABI in 2013) into its existing
NFI Parts™ footprint by subleasing the facility to a third party.

After a detailed review of the Company's manufacturing footprint, the Company had originally planned to close the MCI coach
manufacturing facility in Pembina, North Dakota, in the first half of 2023. In response to production delays in Crookston, MN, driven by
supply disruption that has created a build-up of WIP inventory and parts, NFI has decided to extend the use of the Pembina, ND facility,
with the new planned closure date being no later than two years from the originally planned closure of June 2023. MCI will finish D45 CRT
LE diesel coaches at the Pembina facility, for which there is a robust order book.

This extension of the closure date will defer the majority of the expected savings of NFl Forward 2.0, which was smaller in scale and
financial impact when compared to the original NFI Forward initiatives, into 2025.

Transportation Diversity Council Lifetime Achievement Award

In April 2023, NFI President and Chief Executive Officer Paul Soubry was awarded the Lifetime Achievement Award by the Transportation
Diversity Council (“TDC”) during its 2023 Transportation & Infrastructure Summit virtual event, co-hosted by Massachusetts Institute of
Technology. Established in 2010, TDC is a nonprofit organization that delivers world-class education and development programs
promoting diversity in the transportation and construction industries. New Flyer first partnered with TDC in 2017, and, since then, its
partnership has expanded and works to support the development and preservation of meaningful relationships with community
organizations to hire individuals from local groups and programs that focus on underrepresented and underserved communities.
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OUTLOOK

Since March 2020, NFI's global operations have been dramatically impacted by the COVID-19 pandemic and resulting macro trends
including, supply disruption that created production inefficiencies, heightened and rapid inflation on parts, raw materials and labour
rates, higher interest rates, and volatile foreign exchange movements. NFIl continues to recover from these impacts and has seen
signs of significant improvement within supply chains and contract pricing. These developments combined with record market
demand, drive NFI's outlook for positive improvements to revenue, gross profit, Adjusted EBITDA, Free Cash Flow, Net Earnings and
ROIC.

NFI's positive outlook is based on its multi-year backlog, growing demand for its buses, coaches, parts and Infrastructure Solutions™
services, and government funding reaching record high levels in core markets. In 2023 Q1, NFI received new firm and option orders
for 1,873 EUs, an increase of 33% from 2022 Q1. These new orders included 1,091 EUs of ZEBs, which equates to 58% of all new firm
and option orders for the quarter, an increase from 43% in 2022 Q4. NFI's closing backlog (firm and options) for 2023 Q1 was 10,071
EUs with a record value of $6.7 billion.

A high volume of active bus and motor coach procurements continue in both North America and international markets. As of 2023 Q1,
the Company's North American active bids were at a record 11,066 EUs, an increase of 99% year-over-year. This bid activity is
expected to drive additional backlog growth in 2023 and 2024, and revenue growth in the medium- and longer-term. The current
five-year demand within the Company's North American bid universe also appears strong at 20,103 EUs, and, when combined with
active bids, provides a record Total Bid Universe of 31,169 EUs.

In addition to the increased numbers of bids for ZEBs, the number of EUs per bid has increased, as transit agencies are progressing
from pilot or trials to more active deployment and operation of ZEB fleets. NFI expects active ZEB bids to remain high through the
coming years based on strong government funding levels.

While certain supply chain challenges continue and have caused dislocation to NFI's operating and financial performance, the
Company has seen signs of significant improvement in 2023. The number of moderate and high risk suppliers within NFI's supply base
has decreased, and, through the Company's actions, it has improved on-time supplier delivery performance supporting higher
production volumes. This allows NFI to absorb less fixed overhead on a per unit basis.

NFI is maintaining its plan to increase new vehicle production rates in the second half of 2023, subject to continued and sustained
supply performance. The Company anticipates it will hire an additional 150 to 200 direct labour team members before the end of
2023, to drive higher production rates and deliveries. This will be a phased approach with gradual headcount additions throughout
the second half of the year.

As previously disclosed NFI's financial results reflect the impacts of inflation, supplier pricing adjustments, employee wage increases,
and production inefficiencies. This impacted NFI's firm fixed price contracts originally bid in 2020 and 2021 that were built and
delivered in 2022 or 2023. While NFI has completed the majority of these legacy contracts, it will deliver certain lower margin
contracts throughout 2023. Some of the margin impacts on these deliveries will be somewhat offset by price adjustments and
surcharges approved by customers. Generally, NFI's North American option backlog has a purchase price index adjustment clause
used to reflect the higher input costs of a new bus or coach when an option is exercised. The Company has experienced signs of
inflation easing during the first four months of 2023 and anticipates that newer contracts in NFI's backlog now reflect appropriate,
inflation-adjusted pricing.

Credit Agreement

With covenant relief in place under the Company's Amended Facilities until June 30, 2023, management is focused on working with
its senior banking syndicate partners to finalize amended multi-year credit arrangements. NFI is in detailed discussions with its
partners to put in place amended agreements that provide the appropriate capacity, flexibility, and covenants to support the
Company’s anticipated operational and financial recovery. Conversations are advancing well, and NFI is targeting completion of
revised credit arrangements during the second quarter of 2023.

In addition to pursuing its amended credit arrangements, NFl is also continuing to pursue advance payments and deposits from
customers wherever possible, and is exploring other potential opportunities to generate cash flow, including capital markets
activities. A shelf prospectus was put in place to provide NFI with optionality on these matters.

Market Recovery Post-COVID-19 Pandemic and Supply Chain Constraints

The Company’s bus and coach product lines (New Flyer, ARBOC, MCI and AD) are primarily used for public transit, which remains a
critical method of transportation and an economic enabler for users in cities around the world. Public transit has also been a
significant and focused area of investment for governments as they seek to improve ridership access, reduce urban congestion, and
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achieve emissions targets. These investments increased NFI's new orders in 2022 and the first quarter of 2023 and, when combined
with existing backlog and bid activity, these new orders are expected to drive significant revenue growth going forward. This
anticipated revenue growth, when combined with expected improvements in margins from updated pricing, operating efficiencies,
volume leverage and movement beyond current inflationary pressures, is also expected to generate Adjusted EBITDA improvements
in Fiscal 2023 through Fiscal 2025.

The importance of long-term government funding in key markets cannot be understated, as it allows public transit agencies to
proceed with confidence regarding their multi-year fleet replacement plans and capital asset procurements. In addition to funding,
ridership trends have begun to recover. The American Public Transportation Association's ("APTA") Ridership Trends Dashboard
reports that public transit ridership in the U.S. for the first 13 weeks of 2023 ranged from 60% to 75% of pre-pandemic levels,
showing continued signs of recovery.

NFI's overall continued recovery will be dependent upon several factors, including inflation rates, pricing structures, labour
availability, reliability parts supply and government funding for fleet investments and infrastructure. These factors will differ by
business, product type and geography. It is also important to note that there are significant lead times between when NFI receives
an order and when a vehicle enters production.

NFI’s private customer markets within Alexander Dennis, MCI and ARBOC continue to see recovery with volumes increasing and
pricing now reflecting current input costs and inflation. The North American motor coach space has been especially positive with
strong demand in the tour and charter segment.

NFI’s Aftermarket business primarily sells spare parts to public and private customers and also provides service to private operators.
The aftermarket business has continued to deliver strong performance and experienced improvements in 2023 Q1 with increased
volumes and margins in 2023 for both public and private markets in North America and internationally. As private markets continue
to recover and through the execution of several large scale mid-life vehicle programs, NFI anticipates that its Aftermarket segment
will continue to generate revenue growth and strong margin contribution in 2023 and beyond. In addition, the Aftermarket segment
is also expected to benefit from volume leverage as it takes advantage of NFI Forward's facility and cost rationalization efforts that
decreased direct costs and SG&A expenses.

Strong Government Support for Recovery and Zero-Emission Transition

In each of NFI’s end-markets, government support for public transit vehicles continues to be at an all-time high. Not only has
government support for transit operations remained strong during the global pandemic, governments have also committed billions of
dollars for long-term fleet and infrastructure investments.

In the U.S., the Infrastructure Investment and Jobs Act ("llJA") signed in 2021 includes $86.9 billion over five years for the Federal
Transit Administration ("FTA"); the IIJA also authorized an additional $21.2 billion in supplemental appropriations from general
revenues, for a total of $108 billion in FTA funding, a 63% increase from the previous government funding act. Generally, U.S. public
agencies can secure up to 80% of the capital costs for a new transit bus from FTA funds, with the remaining 20% coming from state
and local sources. There are also several unique funding sources such as the FTA's Low or No emission funding programs ("Lo-No"),
designed to assist with the incremental cost of ZEB’s and the required charging infrastructure, that can sometimes cover 100% of the
capital costs.

The Canadian government has committed over C$17 billion to 2027 to support Canadian public transit. The funding includes C$1.5
billion flowing through the Canada Infrastructure Bank to support the adoption of ZEBs and charging infrastructure.

The UK government also continues to support purchases of low- and zero-emission buses, and has previously committed to
introducing 4,000 British-built zero-emission buses through its various funding programs, with several rounds of the Zero Emission Bus
Regional Areas, or "ZEBRA", funding scheme having already been released. Alexander Dennis has received several customer orders for
ZEBs funded by ZEBRA.

As the market leader in North American transit and coach operations and the UK's leading provider of buses and coaches,
management believes NFI is extremely well-positioned for both the near- and long-term based on the multi-year commitments being
made by governments in all of NFI's core markets.

The Company also continues to focus on growing its Infrastructure Solutions™ business to assist customers assess charging
infrastructure requirements and project manage infrastructure procurement and installation. Since its inception, Infrastructure
Solutions™ has been responsible for the delivery of 356 plug-in and 35 overhead charger projects, for a total of 77 megawatts ("MW")
charging capacity, for 58 different customers. Currently, Infrastructure Solutions™ has projects under contract for 2023-2025 with 6
existing and 4 new customers, which will add 144 plug-in and 32 overhead depot chargers, for a total of 31 MW.
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Other International Markets

NFI's international expansion through Alexander Dennis is expected to continue, with plans for further growth in export markets
including New Zealand, Australia, Hong Kong, Singapore and Germany where multi-year, multi-million dollar funding investments are
being made by governments with commitments to transition to zero-emission transportation.

Although the proposed legislation, government plans and announcements referred to above are encouraging for the future of public
transit, management does not yet know how, when or if the proposals and funds will materialize, contracts will be awarded to the
Company, or the expected impact on NFI's financial performance. NFI will continue to monitor and provide updates, as appropriate.
Management anticipates that the strong underlying financial support from governments will provide significant opportunities for NFI
to grow revenue from increased market demand for its products.

Financial Guidance and Targets

NFI reaffirms its financial guidance for Fiscal 2023 and Fiscal 2024, and its 2025 targets, as presented on March 1, 2023:

2019 Pro-forma

Results 2023 Guidance 2024 Guidance 2025 Targets
Revenue $3.2 billion $2.5 to $2.8 billion $3.2 to $3.6 billion ~$4 billion
ZEB (electric) as a percentage AN
of manufacturing sales 6% 25% to 30% 30% to 35% 40%
Adjusted EBITDA” $331 million $30 to $60 million| $250 to $300 million ~$400 million
Cash Capital Expenditures - - o - _ -
including NFI Forward 2.0 $38 million $35 to $40 million $50 to $60 million $50 million
Return on Invested Capital -
provided for 2025 targets 9.8% >12%

Please review the Company's March 1, 2023 press release and the 2022 Q4 and Fiscal Year MD&A for details on the assumptions that
drive Fiscal 2023 and Fiscal 2024 guidance, and 2025 targets, as well as certain applicable risks. Management's expectations
regarding financial guidance and targets above are also subject to the risks and other factors referred to in Appendix A.
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SELECTED QUARTERLY AND ANNUAL FINANCIAL AND OPERATING INFORMATION

The following selected condensed consolidated financial and operating information of the Company has been derived from and should be

read in conjunction with the historical and current Financial Statements of the Company.

(U.S. dollars in thousands, except per Share figures)

Earnings (loss) Net earnings Earnings (loss)
Fiscal Period Quarter Revenue  from operations (loss) Adjusted EBITDA' per Share
2023
Q1 524,411 (21,749) (45,964) 7,409 (0.60)
Total 524,411 (21,749) (45,964) 7,409 (0.60)
2022
Q4 682,604 (139,206) (149,444) (4,156) (1.94)
Q3 514,047 (43,363) (42,483) (15,593) (0.56)
Q2 397,952 (63,902) (56,435) (21,029) (0.74)
Q1 459,330 (41,481) (27,795) (16,660) (0.36)
Total 2,053,933 (287,952) (276,157) (57,438) (3.60)
2021
Q4 694,843 (4,785) (8,691) 26,154 (0.12)
Q3 492,038 (2,797) (15,415) 31,330 (0.22)
Q2 582,794 26,675 2,588 51,856 0.04
Q1 574,119 26,918 7,033 54,841 0.10
Total 2,343,794 46,011 (14,485) 164,181 (0.21)
COMPARISON OF FIRST QUARTER 2023 RESULTS
(U.S. dollars in thousands)
2023 Q1 2022 Q1
Statement of Earnings Data
Revenue
North America 304,368 236,928
United Kingdom and Europe 80,131 89,718
Asia Pacific 832 (11)
Other _ _
Manufacturing operations 385,331 326,635
North America 110,273 97,105
United Kingdom and Europe 22,133 24,980
Asia Pacific 6,674 10,610
Other — -
Aftermarket operations 139,080 132,695
Total revenue S 524,411 § 459,330
Loss from operations S (21,749) $ (41,481)
Loss before interest and income taxes S (21,308) S (45,875)
Net Loss (45,964) S (27,795)
Adjusted EBITDA' S 7,409 $ (16,660)
Cash capital expenditures S 4,055 $ 6,208

1. Non-IFRS Measure - See Non-IFRS and Other Financial Measures section.
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Results of Operations

The discussion below with respect to revenue, operating costs, expenses, and earnings from operations has been divided between the
Manufacturing and Aftermarket operations segments.

Revenue

(U.S. dollars in thousands)

2023 Q1 2022 Q1
Manufacturing Revenue 385,331 326,635
Aftermarket Revenue 139,080 132,695
Total Revenue 524,411 459,330
Loss from Operations (21,749) (41,481)
Loss before interest and income taxes (21,308) (45,875)
Loss before income tax expense (53,526) (36,540)
Net Loss (45,964) (27,795)

Manufacturing revenue for 2023 Q1 increased by $58.7 million, or 18.0%, compared to 2022 Q1. The 2023 Q1 revenue increased as a result of
increased deliveries during the quarter, this was offset by lower average selling prices, as a result of some low margin EUs impacted by
inflation.

Aftermarket revenue for 2023 Q1 increased by $6.4 million, or 4.8% compared to 2022 Q1. The increase in revenue is related to higher volume
as the Aftermarket segment has experienced an increase in demand during 2023 Q1. The Company also continues to benefit from a multi-year
retrofit program in the Asia-Pacific region, which will continue throughout 2023, but at a lower run rate as the program unwinds in early
2024. This decrease of sales in the Asia-Pacific region is offset by increases in the North America region.

Cost of sales

(U.S. dollars in thousands) 2023 Q1 2022 Q1
Manufacturing
Direct cost of sales 319,859 281,466
Depreciation and amortization 18,389 20,747
Other overhead 52,899 42,079
Manufacturing cost of sales 391,147 344,292
As percent of Manufacturing Sales 101.5 % 105.4 %
Aftermarket
Direct cost of sales 94,515 94,404
Depreciation and amortization 2,512 2,603
Aftermarket cost of sales 97,027 97,007
As percent of Aftermarket Sales 69.8 % 73.1 %
Total Cost of Sales 488,174 441,299
As percent of Sales 93.1% 96.1 %

The consolidated cost of sales for 2023 Q1 increased by $46.9 million, or 10.6%, compared to 2022 Q1.

Cost of sales from Manufacturing operations in 2023 Q1 was $391.1 million (101.5% of Manufacturing operations revenue) compared to $344.3
million (105.4% of Manufacturing operations revenue) in 2022 Q1, an increase of $46.9 million, or 13.6%. Cost of sales decreased as a
percentage of revenue in 2023 Q1, mainly due to a reduction of operational inefficiencies that resulted from supply shortages and impacts of
inflation.

Cost of sales from Aftermarket operations in 2023 Q1 was $97.0 million (69.8% of Aftermarket revenue) compared to $97.0 million (73.1% of
Aftermarket revenue) in 2022 Q1, a decrease of 3.3% as a percentage of revenue. Cost of sales decreased as a percentage of revenue in 2023
Q1 primarily due to increased sales, and favourable product mix. Also contributing is mitigated inflationary impacts on labour, freight costs,
and surcharges.
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Gross Margins

(U.S. dollars in thousands)

2023 Q1 2022 Q1
Manufacturing (5,782) (17,658)
Aftermarket 42,019 35,688
Total Gross Margins 36,237 18,030
As a percentage of sales
Manufacturing (1.5)% (5.4)%
Aftermarket 30.2 % 26.9 %
6.9 % 3.9%

Manufacturing negative gross margin for 2023 Q1 of $5.8 million ((1.5%) of Manufacturing revenue), increased by $11.9 million compared to a
negative gross margin of $17.7 million ((5.4)% of Manufacturing revenue) for 2022 Q1.

Manufacturing gross margin increased as a percentage of revenue in 2023 Q1, mainly due to a reduction of operational inefficiencies that
resulted from supply shortages and impacts of inflation. The supply chain is showing signs of improvement which has caused higher production
volumes, resulting in the Company absorbing less fixed overhead on a per unit basis.

Aftermarket gross margins for 2023 Q1 of $42.0 million (30.2% of Aftermarket revenue) increased by $6.3 million, or 17.7%, compared to 2022
Q1 gross margins of $35.7 million (26.9% of Aftermarket revenue). The increase in gross margins and gross margins as a percentage of revenue
is mainly due to increased sales, favourable product mix and the mitigated inflationary impacts on labour, freight costs and surcharges.

Selling, general and administrative costs and other operating expenses (“SG&A”)

(U.S. dollars in thousands)

2023 Q1 2022 Q1
Selling expenses 6,774 5,702
General and administrative expenses 50,983 50,921
Other costs — 2,823
Total SG&A 57,757 59,446

The consolidated SG&A for 2023 Q1 of $57.8 million (11.0% of consolidated revenue) decreased by $1.7 million, or 2.9%, compared to $59.4
million (12.9% of consolidated revenue) in 2022 Q1.

The decrease in 2023 Q1 is primarily the result of the Company adopting hedge accounting policies related to equity hedges in the second
quarter of 2022. Under this policy, changes to fair value of derivatives are reported in other comprehensive income rather than net earnings
(loss). As this policy was not in place during 2022 Q1, these fair value impacts were recorded through SG&A expenses during that period. The
positive year-over-year impact of this policy change was offset by increased compensation in 2023 Q1.

Realized foreign exchange loss/gain
In 2023 Q1, the Company recorded a realized foreign exchange gain of $0.2 million compared to a gain of $0.1 million in 2022 Q1.

The Company uses foreign exchange forward contracts to buy various currencies in which it operates with U.S. dollars, Canadian dollars and
GBP. The purchase of these currencies using foreign exchange forward contracts at favorable forward rates compared to the spot rates at
settlement were the primary reason for the gains in the fiscal period.

Loss from operations

Consolidated losses from operations in 2023 Q1 were $21.7 million ((4.1%) of consolidated revenue) compared to losses of $41.5 million
((9.0%) of consolidated revenue) in 2022 Q1, an decrease of $19.8 million or 47.7%.

2023 Q1 losses from operations attributable to the Manufacturing segment were $49.1 million ((12.7)% of Manufacturing revenue) compared to
losses of $55.5 million ((17.0)% of Manufacturing revenue) in 2022 Q1. The decreased loss as a percentage of revenue in 2023 Q1 was primarily
attributable to increased new vehicle deliveries, and a reduction in operational inefficiencies resulting from supply chain challenges.
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Earnings from operations related to Aftermarket operations in 2023 Q1 were $24.8 million (17.8% of Aftermarket revenue) compared to $18.6
million (14.0% of Aftermarket revenue) in 2022 Q1. Earnings from Aftermarket operations in 2023 Q1 increased due to favourable sales mix
and a reduction of inflationary impacts on labour, freight costs, and surcharges.

Unrealized foreign exchange gain/loss

The Company has recognized a net unrealized foreign exchange gain (loss) consisting of the following:

(U.S. dollars in thousands)

2023 Q1 2022 Q1

Unrealized loss on forward foreign exchanges contracts (6,631) (2,452)
Unrealized gain (loss) on other long-term monetary assets/liabilities 7,055 (2,316)
424 (4,768)

At April 2, 2023, the Company had $47.3 million of foreign exchange forward contracts to buy currencies in which the Company operates (U.S.
dollars, Canadian dollars, and GBP). The related asset of $0.4 million (January 1, 2023: $1.7 million asset) is recorded on the unaudited
interim condensed consolidated statement of financial positions as a current derivative financial instruments asset and the corresponding
change in the fair value of the foreign exchange forward contracts is recorded in the unaudited interim condensed consolidated statements of
net loss and total comprehensive loss.

Earnings (loss) before interest and income taxes (“EBIT”)
In 2023 Q1, the Company recorded an EBIT loss of $21.3 million compared to an EBIT loss of $45.9 million in 2022 Q1.
Interest and finance costs

The interest and finance charges for 2023 Q1 of $32.2 million increased by $41.6 million compared 2022 Q1. The quarterly increase is
primarily due to higher interest cost on long-term debt as a result of elevated debt levels, and higher interest rates on components of the
company's debt, a fair market value loss on the adjustment to the Company's interest rate swaps and lower gain on the adjustment to the
Company's cash conversion option related to the convertible debt. The Company had a fair market value loss on the interest rate swap of $5.6
million in 2023 Q1 compared to a gain of $22.5 million in 2022 Q1. The Company had a fair market value gain on its cash conversion option of
$2.6 million compared to $5.4 million in 2022 Q1.

The fair market value adjustments on the interest rate swaps relate to risk management activities management has undertaken to reduce the
uncertainty related to the Company's cost of borrowing. The Company's first interest rate swap fixes the interest rate which the Company will
pay on $600.0 million of its long-term debt at 2.27% plus an applicable margin. The fixed portion amortizes $20 million annually and matures
in October 2023. The notional value of the swap as at April 2, 2023 was $520 million.

On July 9, 2020, the Company entered into a $200 million amortizing notional interest rate swap designed to hedge floating rate exposure on
its Credit Facility. The interest rate swap fixes the interest rate at 0.243% plus applicable margin until July 2025. The swap begun amortizing
on January 9, 2023 at a rate of $20 million per annum. The Company's accounting policy does not designate these types of instruments as
accounting hedges. As a result, interest rate increases will result in mark-to-market gains, while interest rate decreases will result in mark-
to-market losses. The notional value of the swap at April 2, 2023 was $180 million.

The fair value of the interest rate swap asset of $22.3 million at April 2, 2023 (January 1, 2023: liability of $6.1 million) was recorded on the
unaudited interim condensed consolidated statements of financial position as a derivative financial instruments liability and the change in fair
value has been recorded in finance costs for the reported period.

Earnings (loss) before income taxes (“EBT”)

EBT loss for 2023 Q1 of $53.5 million increased by $17.0 million compared to EBT loss of $36.5 million in 2022 Q1. The primary drivers of the
changes of EBT are addressed in the Earnings (loss) from Operations and interest and finance costs sections above.
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Income tax expense

The income tax recovery for 2023 Q1 was $7.6 million compared to $8.7 million in 2022 Q1. The income tax recovery is primarily due to
reduced earnings before taxes, offset by the detrimental impact of Base Erosion Anti-Abuse Tax (“BEAT”), and the non-recognition of
deferred tax assets associated with Canadian loss carryforwards, and restricted interest in the UK.

The Effective Tax Rate ("ETR") for 2023 Q1 was 14.1% and the ETR for 2022 Q1 was 23.9%. The 2023 Q1 ETR is negatively impacted by the non-
recognition of Canadian loss carryforwards, restricted interest in the UK and BEAT.

Net loss

The Company reported net losses of $46.0 million in 2023 Q1, an increase of 18.2 million, or 65.4%, compared to net losses of $27.8 million in
2022 Q1. The net losses are a result of the items discussed above.

Net loss

(U.S. dollars in millions, except per Share figures) 2023 Q1 2022 Q1
Loss from operations (21.7) (41.5)
Gain (loss) on disposition of property, plant and equipment — 0.4
Unrealized foreign exchange gain (loss) on monetary items 0.4 (4.8)
Interest and finance costs (32.2) 9.4
Income tax recovery 7.6 8.7
Net Loss (46.0) (27.8)
Net loss per Share (basic) (0.60) (0.36)
Net loss per Share (fully diluted) (0.60) (0.36)

The Company recorded net loss per Share for 2023 Q1 of $0.60 compared to net loss per Share of $0.36 in 2022 Q1. The per Share net loss
increased in both periods as a result of decreased earnings during the period, and by increased Shares outstanding as discussed below.

Cash Flow

The cash flows of the Company are summarized as follows:
(U.S. dollars in thousands)

2023 Q1 2022 Q1
Cash generated by (used in) operating activities before non-cash working capital items and interest and
income taxes paid 3,244 (17,691)
Interest paid (29,246) (14,538)
Income taxes recovered 1,367 884
Cash flow invested in working capital (41,744) (101,483)
Net cash used in by operating activities (66,379) (132,828)
Net cash generated by financing activities 97,915 82,576
Net cash used in investing activities (22,333) (1,026)

Cash flows from operating activities

The 2023 Q1 net operating cash used in operating activities of $66.4 million is mainly comprised of $24.6 million of net cash earnings and
$41.7 million of cash invested in working capital. The 2022 Q1 net operating cash outflow of $132.8 million is comprised of $31.3 million of
net cash loss and $101.5 million of cash invested in working capital.

Cash flow from financing activities

The cash generated by financing activities of $97.9 million during 2023 Q1 is comprised mainly of proceeds from senior unsecured debt of
$86.3 million and proceeds from the revolving credit facilities of $16.0 million offset by repayments of obligations under lease of $5.1 million.
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Cash flow from investing activities

(U.S. dollars in thousands)

2023 Q1 2022 Q1
Acquisition of intangible assets (1,461) (1,315)
Proceeds from disposition of property, plant and equipment 139 1,085
Long-term restricted deposits (18,024) 5,412
Acquisition of property, plant and equipment (2,987) (6,208)
Cash used in investing activities (22,333) (1,026)

Cash used in investing activities was higher in 2023 Q1, primarily due to increased investments in long-term restricted deposits and intangible
assets. Long-term restricted deposit is collateral for certain of the Company's letters of credit.

Credit risk

Financial instruments which potentially subject the Company to credit risk and concentrations of credit risk consist principally of cash,
accounts receivable and derivatives. Management believes that the credit risk associated with accounts receivable is mitigated by the
significant proportion of counterparties that are well established public transit authorities. Additionally, the U.S. federal government funds a
substantial portion of U.S. public sector customer payments - up to 80% of the capital cost of new transit buses, coaches or cutaways, while
the remaining 20% comes from state and municipal sources. There are a few U.S. public sector customers that obtain 100% of their funding
from state and municipal sources. The maximum exposure to the risk of credit for accounts receivables corresponds to their book value.
Historically, the Company has experienced nominal bad debts as a result of the customer base being principally comprised of municipal and
other local transit authorities. Management has not observed, and does not anticipate, significant changes to credit risk as a result of the
COVID-19 pandemic.

The purchase of new coaches, transit buses or cutaways by private fleet operators is paid from the operators' own capital budgets and funded
by their own cash flow. A significant portion of private fleet operators choose to finance new coach purchases with lending organizations. In
some cases, MCI assists in arranging this financing, and in some cases, it provides financing through its ultimate net loss program. The
Company has experienced a nominal amount of bad debts with its private sales customers as most transactions require payment on delivery.
Management has not observed, and does not anticipate, significant changes to credit risk as a result of the COVID-19 pandemic.

The carrying amount of accounts receivable is reduced through the use of an allowance account and the amount of the loss is recognized in
the earnings statement within SG&A. When a receivable balance is considered uncollectible, it is written off against the allowance for
doubtful accounts. Subsequent recoveries of amounts previously written off are credited against SG&A in the consolidated statements of net
loss and total comprehensive loss.

The following table details the aging of the Company’s receivables and related allowance for doubtful accounts:

U.S. dollars in thousands April 2, 2023 January 1, 2023
Current, including holdbacks S 360,123 S 333,522

Past due amounts but not impaired

1 - 60 days 15,196 15,931

Greater than 60 days 5,970 5,480

Less: allowance for doubtful accounts (219) (107)
Total accounts receivables, net 381,070 354,826

The counterparties to the Company's derivatives are chartered Canadian banks and international financial institutions. The Company could be
exposed to loss in the event of non-performance by the counterparty. However, credit ratings and concentration of risk of the financial
institutions are monitored on a regular basis.

22 NFI GROUP INC. FIRST QUARTER 2023 FINANCIAL RESULTS



Commitments and Contractual Obligations

The following table describes the Company’s maturity analysis of the undiscounted cash flows of lease