SOTERA HEALTH COMPANY
GLOSSARY OF FINANCIAL TERMS AND DEFINITIONS
Net Revenues
Service revenues consist of revenue generated from contract sterilization and lab testing and
advisory services within our Sterigenics and Nelson Labs segments, respectively. Service
revenues also consist of Co-60 installation and disposal revenues and production irradiator
refurbishments and installation services within our Nordion segment. Product revenues
consist of revenues generated from sales of Co-60 radiation sources and production
irradiators. Provisions for discounts, rebates to customers, and other adjustments are
provided for as reductions in net revenues. Refunds, returns, warranties and other related
obligations are not material to any of
our business units, nor do we incur material incremental costs to secure customer contracts.
Cost of Revenues
Our cost of revenues consists primarily of direct materials, utilities, labor and related benefit
costs, and depreciation and amortization. Although the cost of utilities and direct materials
can fluctuate, the remaining components of cost of revenues are generally more stable.
Direct material costs relating to service revenues primarily includes EO gas, nitrogen gas and
Co-60. The physical decay of Co-60 assets is included within
depreciation expense as a cost of revenue. Direct material costs relating to product revenues
also include the costs associated with acquiring Co-60 in finished or semi-finished form,
acquiring Co-59 in a form ready for insertion into reactors for conversion into Co-60, the
reactor time and associated services to convert Co-59 into Co-60, and parts and equipment
associated with building and maintaining production irradiators.
Operating Expenses
SG&A Expenses
SG&A primarily consists of compensation and benefits costs and general operating and
administrative expenses, including professional service fees (which include finance and legal
costs), travel and entertainment expenses, and other general and administrative expenses.
Share-based compensation expense is also included in SG&A. At September 30, 2020,
unvested awards have remaining unrecognized share-based compensation expense of $15.1
million, which consists of $10.2 million related to time vesting awards (Class B-1 Units) to be
recognized over a weighted average period of 2.6 years and $4.9 million related to
performance vesting awards (Class B-2 Units). We expect to recognize the expense
associated with the performance vesting awards (Class B-2 Units) upon the listing and public
trading of our common stock.

Amortization of Intangible Assets
Amortization of intangible assets primarily consists of expense associated with customer
relationship intangibles, the majority of which relate to the fair values attributed to these
assets upon the recapitalization of the Company in connection with the acquisition by the
Sponsors in 2015. These customer relationship intangibles were initially assigned a useful life
of ten years and have a remaining useful life of approximately five years. These customer
relationship intangible assets account for $49.1 million of our current annual amortization
expense and are expected to be fully amortized in 2025. Amortization expense fluctuates
when we have an acquisition, disposition, impairment charge, or as their useful lives expire.
We expect intangible assets related to future acquisitions and the associated amortization
expense will increase over time as we execute on our strategy to pursue acquisition targets
that are complementary to our businesses.
Impairment
We review tangible and intangible assets for impairment on a regular basis. Impairment
charges in 2018 represented charges associated with our withdrawal from the Nordion GAMURR project (as described below) and the divestiture of the Medical Isotopes business.
Impairment charges in 2019 were incurred primarily in connection with the closure of the
Willowbrook facility.
Operating Income
Operating income represents gross profit, less SG&A, amortization of intangible assets and
impairment charges.
Interest Expense, Net
Interest expense, net, represents interest paid or accruing on our outstanding indebtedness
and the amortization of debt discount and debt issuance costs. Interest expense is affected
by changes in average outstanding indebtedness (including capital lease obligations) and
variable interest rates. We present interest expense net of interest income, which primarily
consists of interest earned on cash on hand.
Other Income, Net
Other income, net primarily consists of changes in the fair value of the embedded derivatives
in Nordion’s contracts, the net impact of pension related benefits and income related to
deferred income on a lease associated with the divestiture of the Medical Isotopes business.
Provision (Benefit) for Income Taxes
Provision for income taxes consists primarily of income taxes in foreign jurisdictions and U.S.
federal and
state income taxes.

Net Income (Loss) Attributable to Noncontrolling Interests
We conduct our operations through our subsidiaries. As of December 31, 2019, our
subsidiaries were wholly owned by us, except for outstanding noncontrolling interests of
15% and 33% at our two China subsidiaries, respectively. In addition, a 15% noncontrolling
interest remains from the August 2018 acquisition of Nelson Fairfield. Pursuant to the terms
of the transaction, we acquired 85% of the equity interests of Nelson Fairfield and are
required to acquire the 15% noncontrolling interest within three years from the date of the
acquisition. For accounting purposes, we consolidate the results of operations of these
subsidiaries with our results of operations and reflect the noncontrolling interests of our two
China subsidiaries on our consolidated statements of operations and comprehensive income
(loss) as net income (loss) attributable to noncontrolling interests. Because the purchase
obligation for the remaining 15% ownership of Nelson Fairfield is mandatory (valued at $13.6
million as of September 30, 2020), none of its earnings are allocated to noncontrolling
interests.
Constant Currency Sales Growth
“Constant currency” is a non-GAAP financial measure we use to assess performance
excluding the impact of foreign currency exchange rate changes. Constant currency sales
growth is calculated by translating prior year sales in local currency at the average exchange
rates applicable for the current period. The translated results are then used to determine
year-over-year percentage increases or decreases. We generally refer to such amounts
calculated on a constant currency basis as excluding the impact of foreign currency exchange
rates. These results should be considered in addition to, not as a substitute for, results
reported in accordance with U.S. GAAP. Results on a constant currency basis, as we present
them, may not be comparable to similarly titled measures used by other companies and are
not measures of performance presented in accordance with U.S. GAAP.
Adjusted Net Income and Adjusted EBITDA
We use Adjusted Net Income and Adjusted EBITDA, non-GAAP financial measures, as the
principal measures of our operating performance. Management believes Adjusted Net
Income and Adjusted EBITDA are useful because they allow management to more effectively
evaluate our operating performance and compare the results of our operations from period
to period without the impact of certain non-cash items and non-routine items that we do not
expect to continue at the same level in the future and other items that are not core to our
operations. We believe that these measures are useful to our investors because they provide
a more complete understanding of the factors and trends affecting our business than could
be obtained absent this disclosure. In addition, we believe Adjusted Net Income and
Adjusted EBITDA will assist investors in making comparisons to our historical operating
results and analyzing the underlying performance of our operations for the periods
presented. Our management also uses Adjusted Net Income and Adjusted EBITDA in their

financial analysis and operational decision-making and Adjusted EBITDA serves as the metric
for attainment of our primary annual incentive program. Adjusted Net Income and Adjusted
EBITDA may be calculated differently from, and therefore may not be comparable to, a
similarly titled measure used by other companies. For more information regarding our
definition and calculation of Adjusted Net Income and Adjusted EBITDA, including
information about its limitations as a tool for analysis, please see “Summary—Summary
Historical Consolidated Financial and Other Data.”
Segment Income
Segment Income is the primary earnings measure we use to evaluate the performance of our
reportable segments, as disclosed in the Segment and Geographic Information note to our
consolidated financial statements included elsewhere in this prospectus. Costs associated
with support functions that are not directly associated with one of the three reportable
segments, such as corporate operating expenses for executive management, accounting,
information technology, legal, human resources, treasury, corporate development, tax,
purchasing, and marketing are allocated to the segments based on net revenue. Segment
Income excludes certain items which are included in income (loss) before tax as determined
in our consolidated statement of operations and comprehensive income (loss).

Source: Sotera Health S-1 Filing (11/12/20)

