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Part I - FINANCIAL INFORMATION
Item 1. Financial Statements

UNISYS CORPORATION
CONSOLIDATED STATEMENTS OF INCOME (Unaudited)
(Millions, except per share data)

Three Months
Ended
March 31,
2019 2018
Revenue
Services $612.1 $568.5
Technology 83.7 139.9
695.8 708.4
Costs and expenses
Cost of revenue:
Services 5119 4709
Technology 34.0 36.3
5459 507.2
Selling, general and administrative 98.0 90.9
Research and development 9.0 8.5
652.9  606.6
Operating income 429 101.8
Interest expense 15.5 16.6
Other income (expense), net (304 ) (22.6 )
Income (loss) before income taxes (3.0 ) 6206
Provision for income taxes 13.8 20.9
Consolidated net income (loss) (16.8 ) 41.7
Net income attributable to noncontrolling interests 2.6 1.1
Net income (loss) attributable to Unisys Corporation $(19.4) $40.6
Earnings (loss) per share attributable to Unisys Corporation
Basic $(0.38) $0.80
Diluted $(0.38) $0.62

See notes to consolidated financial statements
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UNISYS CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)
(Millions)

Three Months

Ended

March 31,

2019 2018
Consolidated net income (loss) $(16.8) $41.7
Other comprehensive income:
Foreign currency translation 342 ) (5.1 )
Postretirement adjustments, net of tax of $(1.1) in 2019 and $1.0 in 2018  68.5 39.0
Total other comprehensive income 34.3 33.9
Comprehensive income 17.5 75.6
Less comprehensive income attributable to noncontrolling interests 0.5 2.3
Comprehensive income attributable to Unisys Corporation $17.0 $73.3

See notes to consolidated financial statements
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UNISYS CORPORATION
CONSOLIDATED BALANCE SHEETS (Unaudited)
(Millions)
March 31, December 31,
2019 2018
Assets
Current assets:
Cash and cash equivalents $504.6  $605.0
Accounts receivable, net 522.7 509.2
Contract assets 30.3 29.7
Inventories:
Parts and finished equipment 12.3 14.0
Work in process and materials 12.6 13.3
Prepaid expenses and other current assets 124.8 130.2
Total current assets 1,207.3 1,301.4
Properties 806.4 800.2
Less-Accumulated depreciation and amortization 683.8 678.9
Properties, net 122.6 121.3
Outsourcing assets, net 216.2 216.4
Marketable software, net 170.7 162.1
Operating lease right-of-use assets 115.5 —
Prepaid postretirement assets 151.4 147.6
Deferred income taxes 111.0 109.3
Goodwill 177.6 177.8
Restricted cash 12.2 19.1
Other long-term assets 200.0 202.6
Total assets $2,484.5 $2,457.6
Liabilities and deficit
Current liabilities:
Current maturities of long-term debt $7.3 $ 10.0
Accounts payable 213.8 268.9
Deferred revenue 292.2 294.4
Other accrued liabilities 348.6 350.0
Total current liabilities 861.9 923.3
Long-term debt 667.1 642.8
Long-term postretirement liabilities 1,927.2  1,956.5
Long-term deferred revenue 158.1 157.2
Long-term operating lease liabilities 97.2 —
Other long-term liabilities 55.5 77.4
Commitments and contingencies
Deficit:
Common stock, shares issued:
2019; 55.3, 2018; 54.2 0.6 0.5
Accumulated deficit (1,713.4 ) (1,694.0 )
Treasury stock, shares at cost:
2019; 3.5, 2018; 3.1 (109.4 ) (105.0 )
Paid-in capital 4,543.7 4,539.8

Accumulated other comprehensive loss (4,048.4 ) (4,084.8 )
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Total Unisys stockholders’ deficit (1,326.9 ) (1,343.5 )
Noncontrolling interests 44.4 43.9

Total deficit (1,282.5) (1,299.6 )
Total liabilities and deficit $2,484.5 $2,457.6

See notes to consolidated financial statements
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UNISYS CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
(Millions)

Cash flows from operating activities
Consolidated net income (loss)

Adjustments to reconcile consolidated net income (loss) to net cash used for operating activities:

Foreign currency transaction losses

Non-cash interest expense

Employee stock compensation

Depreciation and amortization of properties
Depreciation and amortization of outsourcing assets
Amortization of marketable software

Other non-cash operating activities

Loss on disposal of capital assets

Postretirement contributions

Postretirement expense

(Increase) decrease in deferred income taxes, net
Changes in operating assets and liabilities:
Receivables, net

Inventories

Accounts payable and other accrued liabilities

Other liabilities

Other assets

Net cash used for operating activities

Cash flows from investing activities

Proceeds from investments

Purchases of investments

Investment in marketable software

Capital additions of properties

Capital additions of outsourcing assets

Net proceeds from sale of properties

Other

Net cash used for investing activities

Cash flows from financing activities

Proceeds from issuance of long-term debt

Payments of long-term debt

Other

Net cash provided by (used for) financing activities
Effect of exchange rate changes on cash, cash equivalents and restricted cash
Decrease in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of period
Cash, cash equivalents and restricted cash, end of period
See notes to consolidated financial statements

Three Months
Ended

March 31,
2019 2018

$(16.8) $41.7

4.8 33

2.7 2.6

4.7 4.0

9.2 11.2
15.8 16.1
9.5 14.7
0.6 )©9 )
1.2 0.2
(23.1 ) (309 )
23.5 19.3
3.1 ) 6.0

55 (28.0 )
2.6 0.8
(121.0 ) (130.1 )
14.8 21.2
01 Hya4d )

(704 ) (50.2 )

893.9 11,2227
(887.2) (1,208.7
(18.0 ) (19.0 )

(107 ) 5.1 )
(294 ) (244 )
0.1 )—

04 H@o4 )
(519 ) (349 )
27.7 —

@7 )©7 )
44 H)@e1r )
14.6 2.8 )
04 6.8
(107.3) (81.1 )
624.1 764.1

$516.8 $683.0
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UNISYS CORPORATION
CONSOLIDATED STATEMENTS OF DEFICIT (Unaudited)
(Millions)

Unisys Corporation

Total Common reasur Accumu-lated

. Accumu—latecg Y Paid-in  Other Non-controlling
Total Unisys Stock P . tock At . .
. eficit Capital Compre-hensivinterests
CorporationValue Cost Loss

Balance at January 1,
2019
Consolidated net

$(1,299.6) $(1,343.5) $ 0.5 $(1,694.0 ) $(105.0) $4,539.8 $(4,084.8 ) § 439

income (loss) (16.8 ) (19.4 ) (19.4 ) 2.6
Stock-based activity 0.4 ) (0.4 ) 0.1 4.4 ) 3.9

Translation adjustments (34.2 ) (32.8 ) (32.8 ) (1.4 )
Postretirement plans 68.5 69.2 69.2 (0.7 )
I;Siagnce atMarch 31, ¢ ) 789.5) $(1,326.9) $ 0.6 $(1,7134 ) $(109.4) $4,5437 $ (40484 ) $ 44.4

Unisys Corporation
Accumu-lated

Tot.al Commo%ccumu-late AUy paidiin - Other Non-controlling
Total Unisys Stock P . tock At . .
. eficit Capital Compre-hensiviaterests
CorporationValue Cost

Loss

Balance at January 1, ¢ | 376 50 6(13547) $ 0.5 $(1.963.1 ) $(102.7) $4.5264 $ 38158 ) $ 28.2

2018

Cumulative effect

adjustment - ASU No. 21.4 ) (21.4 ) 214 )

2014-09

Consolidated net income 41.7 40.6 40.6 1.1
Stock-based activity 1.5 1.5 (2.1 ) 3.6

Translation adjustments (5.1 ) (5.9 ) (5.9 ) 0.8
Postretirement plans 39.0 38.6 38.6 0.4
I;Siagnce atMarch 31, ¢ 1 570.8) $(1,3013) $ 0.5 $(1.943.9 ) $(104.8) $4,530.0 $ (3,783.1 ) $ 30.5

See notes to consolidated financial statements
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UNISYS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
(Dollars in millions, except share and per share amounts)

Note 1 - Basis of Presentation

The accompanying consolidated financial statements and footnotes of Unisys Corporation have been prepared in
accordance with generally accepted accounting principles in the United States of America (GAAP). The financial
statements and footnotes are unaudited. In the opinion of management, the financial information furnished herein
reflects all adjustments necessary for a fair presentation of the results of operations, comprehensive income, financial
position, cash flows and deficit for the interim periods specified. These adjustments consist only of normal recurring
accruals except as disclosed herein. Because of seasonal and other factors, results for interim periods are not
necessarily indicative of the results to be expected for the full year.

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions about future events. These estimates and assumptions affect the amounts of assets and liabilities reported,
disclosures about contingent assets and liabilities and the reported amounts of revenue and expenses. Such estimates
include the valuation of accounts receivable, contract assets, inventories, operating lease right-of-use assets,
outsourcing assets, marketable software, goodwill and other long-lived assets, legal contingencies, indemnifications,
assumptions used in the calculation for systems integration projects, income taxes and retirement and other
post-employment benefits, among others. These estimates and assumptions are based on management’s best estimates
and judgment. Management evaluates its estimates and assumptions on an ongoing basis using historical experience
and other factors, including the current economic environment, which management believes to be reasonable under
the circumstances. Management adjusts such estimates and assumptions when facts and circumstances dictate. As
future events and their effects cannot be determined with precision, actual results could differ significantly from these
estimates. Changes in those estimates resulting from continuing changes in the economic environment will be
reflected in the financial statements in future periods.

The company’s accounting policies are set forth in detail in Note 1 of the Notes to Consolidated Financial Statements
in the company’s Annual Report on Form 10-K for the year ended December 31, 2018 (2018 Form 10-K) filed with the
Securities and Exchange Commission. Such Annual Report also contains a discussion of the company’s critical
accounting policies and estimates. The company believes that these critical accounting policies and estimates affect its
more significant estimates and judgments used in the preparation of the company’s consolidated financial statements.
As described in Note 3, effective January 1, 2019 the company adopted the requirements of Accounting Standards
Update (ASU) No. 2016-02, Leases (Topic 842) using the effective date transition method. The company’s updated
accounting policy on leases is described in Note 2 of this Form 10-Q.

Note 2 - Summary of Significant Accounting Policies

Leases

The company determines if an arrangement is a lease at inception. This determination generally depends on whether
the arrangement conveys to the company the right to control the use of an explicitly or implicitly identified asset for a
period of time in exchange for consideration. Control of an underlying asset is conveyed to the company if the
company obtains the rights to direct the use of and to obtain substantially all of the economic benefits from using the
underlying asset. The company has lease agreements that include lease and non-lease components, which the company
accounts for as a single lease component for all personal property leases. Lease expense for variable leases and
short-term leases is recognized when the expense is incurred.

Operating leases are included in operating lease right-of-use (ROU) assets, other accrued liabilities and long-term
operating lease liabilities on the consolidated balance sheets. Operating lease ROU assets and lease liabilities are
recognized at the commencement date of the lease based on the present value of lease payments over the lease term.
Operating lease payments are recognized as lease expense on a straight-line basis over the lease term.

Finance leases are included in outsourcing assets, net and long-term debt on the consolidated balance sheets. Finance
lease ROU assets and lease liabilities are initially measured in the same manner as operating leases. Finance lease
ROU assets are amortized using the straight-line method. Finance lease liabilities are measured at amortized cost
using the effective interest method.

11
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The company has not capitalized leases with terms of twelve months or less.

7
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As most of the company’s leases do not provide an implicit rate, the company uses its incremental borrowing rate,
based on the information available at the lease commencement date, in determining the present value of lease
payments.
The lease term for all of the company’s leases includes the non-cancelable period of the lease plus any additional
periods covered by either a company option to extend (or not to terminate) the lease that the company is reasonably
certain to exercise, or an option to extend (or not to terminate) the lease controlled by the lessor.
Lease payments included in the measurement of the lease liability are comprised of fixed payments, variable payments
that depend on index or rate, amounts expected to be payable under a residual value guarantee and the exercise of the
company option to purchase the underlying asset, if reasonably certain.
Variable lease payments associated with the company’s leases are recognized when the event, activity, or circumstance
in the lease agreement on which those payments are assessed occurs. Variable lease payments are presented as an
operating expense in the company’s consolidated results of operations in the same line item as expense arising from
fixed lease payments (operating leases) or amortization of the ROU asset (finance leases).
The company uses the long-lived assets impairment guidance in ASC Subtopic 360-10 Property, Plant, and Equipment
to determine whether an ROU asset is impaired, and if so, the amount of the impairment loss to recognize. If impaired,
ROU assets for operating and finance leases are reduced for any impairment losses.
The company monitors for events or changes in circumstances that require a reassessment of its leases. When a
reassessment results in the remeasurement of a lease liability, a corresponding adjustment is made to the carrying
amount of the corresponding ROU asset unless doing so would reduce the carrying amount of the ROU asset to an
amount less than zero. In that case, the amount of the adjustment that would result in a negative ROU asset balance is
recorded in the consolidated statement of income.
The company has commitments under operating leases for certain facilities and equipment used in its operations. The
company also has finance leases for equipment. The company’s leases generally have initial lease terms ranging from 1
year to 8§ years, most of which include options to extend or renew the leases for up to 5 years, and some of which may
include options to terminate the leases within 1 year. Certain lease agreements contain provisions for future rent
increases.
The components of lease expense for the three months ended March 31, 2019 are as follows:

Three

Months

Ended

March

31,

2019
Operating lease cost $14.8
Finance lease cost
Amortization of right-of-use assets 0.4
Interest on lease liabilities —

Total finance lease cost 0.4
Short-term lease costs 0.1
Variable lease cost 3.9
Sublease income 0.5 )
Total lease cost $18.7

8

13
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Supplemental balance sheet information related to leases is as follows:

Operating Leases

Operating lease right-of-use assets
Other accrued liabilities

Long-term operating lease liabilities
Total operating lease liabilities

Finance Leases

Outsourcing assets, net

Current maturities of long-term debt
Long-term debt

Total finance lease liabilities

Weighted-Average Remaining Lease Term

Operating leases
Finance leases

Weighted-Average Discount Rate
Operating leases
Finance leases

March 31,
2019

$115.5
45.9
97.2
$143.1

$4.7
$1.6
3.8

$5.4

39
33

6.3 %
2.5 %

Supplemental cash flow information related to leases is as follows:

Three
Months
Ended
March
31,
2019
Cash paid for amounts included in the measurement of lease liabilities:
Cash payments for operating leases included in operating activities $134
Cash payments for finance leases included in financing activities 0.5
Right-of-use assets obtained in exchange for lease obligations are as follows:
Three
Months
Ended
March
31,
2019

Operating leases $ 6.7
Finance leases —

14
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Maturities of lease liabilities as of March 31, 2019 are as follows:
Finance Operating

Year Leases Leases
2019 $14 $404
2020 1.6 47.0
2021 1.6 28.9
2022 1.0 17.8
2023 — 20.7
Thereafter — 6.6
Total lease payments 5.6 161.4
Less imputed interest 0.2 18.3
Total $54 $143.1

Maturities of lease liabilities as of December 31, 2018, prior to the adoption of ASU No. 2016-02 as described in Note
3, “Accounting Standards,” are as follows:

Finance Operating

Leases Leases®

2019 $ 1.6 $485

2020 1.6 42.1

Year

2021 1.6 30.0
2022 1.0 20.8
2023 — 14.3
Thereafter — 24.4

Total $58 $180.1

®Such rental commitments have been reduced by minimum sublease rentals of $2.7 million, due in the future under
noncancelable leases.

For transactions where the company is considered the lessor, revenue for operating leases is recognized on a monthly
basis over the term of the lease and for sales-type leases at the inception of the lease term. These amounts were
immaterial for the three months ended March 31, 2019.

As of March 31, 2019, receivables under sales-type leases before the allowance for unearned income were collectible
as follows:

Year

2019 $21.2
2020 15.2
2021 10.7
2022 10.1
2023 10.2
Thereafter8.6
Total $76.0

Marketable software

The cost of development of computer software to be sold or leased, incurred subsequent to establishment of
technological feasibility, is capitalized and amortized to cost of sales over the estimated revenue-producing lives of
the products. In assessing the estimated revenue-producing lives and recoverability of the products, the company
considers operating strategies, underlying technologies utilized, estimated economic life and external market factors,
such as expected levels of competition, barriers to entry by potential competitors, stability in the market and
governmental regulation. The company continually

10
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reassesses the estimated revenue-producing lives of the products and any change in the company’s estimate could
result in the remaining amortization expense being accelerated or spread out over a longer period.

Previously, the estimated revenue-producing lives of the company’s proprietary enterprise software was three years.
Due to the maturity of the company’s proprietary enterprise software product, the company increased the time between
its major releases as its product has a longer useful life. In addition, the company modified its commitment to provide
post-contract support from an average of three years to five years following each new proprietary enterprise software
release. In the first quarter of 2019, the company validated that the revised extended timeline between major product
releases and the revised post-contract support period has achieved market acceptance. The company’s historical
experience is that its significant customers typically renew the software on average every five years. As a result, the
company adjusted the remaining useful life of its proprietary enterprise software product, which represents
approximately 64% of the company’s marketable software, to five years. This change in estimate was applied
prospectively effective January 1, 2019. The adjustment resulted in a $4.4 million decrease to cost of revenue in the
three months ended March 31, 2019, and accordingly decreased consolidated net loss by $4.4 million or $0.08 per
diluted loss per share. The useful lives of the remaining products classified as marketable software remain at three
years, which is consistent with prior years. As of March 31, 2019, $90.1 million of marketable software was in
process and the remaining $80.6 million has a weighted-average remaining life of 3.03 years. The company performs
quarterly reviews to ensure that unamortized costs remain recoverable from future revenue. As of March 31, 2019, the
company believes that all unamortized costs are fully recoverable.

Note 3 - Accounting Standards

Accounting Pronouncements Adopted

Effective January 1, 2019, the company adopted ASU No. 2016-02 Leases (Topic 842) issued by the Financial
Accounting Standards Board (FASB) which is intended to improve financial reporting about leasing transactions. The
ASU requires organizations that lease assets, referred to as lessees, to recognize on the balance sheet the assets and
liabilities for the rights and obligations created by those leases. The standard also requires disclosures to help investors
and other financial statement users better understand the amount, timing and uncertainty of cash flows arising from
leases. The company adopted the new standard using the effective date transition method by applying a
cumulative-effect adjustment to the balance sheet through the addition of ROU assets and lease liabilities at January 1,
2019. Prior-period results were not restated.

The company applied certain practical expedients, including the package of practical expedients, permitted under the
transition guidance within Topic 842 to leases that commenced before January 1, 2019. The election of the package of
practical expedients resulted in the company not reassessing prior conclusions under FASB Topic 840 Leases related
to lease identification, lease classification and initial direct costs for existing leases at January 1, 2019.

The adoption had a material impact on the consolidated financial position and did not have a material impact on the
consolidated results of operations or cash flows as of and for the three months ended March 31, 2019. The most
significant impact was the recognition of ROU assets and lease liabilities for operating leases, while the company’s
accounting for finance leases remained substantially unchanged.

Accounting Pronouncements Not Yet Adopted

In August 2018, the FASB issued ASU No. 2018-15, Intangibles - Goodwill and Other - Internal-Use Software
(Subtopic 350-40): Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement
That Is a Service Contract which clarifies the accounting for implementation costs incurred in a cloud computing
arrangement that is a service contract. This update is effective for fiscal years ending after December 15, 2019, with
earlier adoption permitted, including adoption in any interim period. The new guidance can be applied retrospectively
or prospectively to all implementation costs incurred after the date of adoption. The company is currently assessing
when it will choose to adopt, and is currently evaluating the impact of the adoption on its consolidated financial
statements.

In June 2016, the FASB issued ASU No. 2016-13 Financial Instruments—Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments which introduces a new model for recognizing credit losses on financial
instruments based on an estimate of current expected losses. This includes trade and other receivables, loans and other

17
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financial instruments. This update is effective for annual periods beginning after December 15, 2019, with earlier
adoption permitted. The company will adopt the new guidance on January 1, 2020 through a cumulative-effect

adjustment to retained earnings. The company is currently evaluating the impact of the adoption on its consolidated
financial statements.

11
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Note 4 - Cost-Reduction Actions

During the three months ended March 31, 2019, the company recognized cost-reduction charges and other costs of

$2.6 million. Charges were comprised of $3.5 million for lease abandonment and asset write-offs and $(0.9) million

for changes in estimates principally related to work-force reductions. The charges were recorded in the following

statement of income classifications: cost of revenue — services, $(3.7) million; selling, general and administrative

expenses, $5.0 million; and research and development expenses, $1.3 million.

No provisions for cost-reduction actions were recorded during the three months ended March 31, 2018; however, a

benefit of $2.9 million was recorded in the prior period for changes in estimates. The benefit was recorded in the

following statement of income classifications: cost of revenue - services, $(3.0) million and selling, general and

administrative expenses, $0.1 million.

Liabilities and expected future payments related to the company’s work-force reduction actions are as follows:
Total U.S. International

Balance at December 31, 2018 $86.2 $6.1 $ 80.1
Payments (13.9) (0.5) (134 )
Changes in estimates (1.0 ) (0.8) (0.2 )
Translation adjustments 0.2 ) — 0.2 )
Balance at March 31, 2019 $71.1 $4.8 $ 66.3
Expected future utilization on balance at March 31, 2019:

2019 remaining nine months $59.8 $4.8 $ 55.0
Beyond 2019 $11.3 $— $ 113

Note 5 - Pension and Postretirement Benefits
Net periodic pension expense for the three months ended March 31, 2019 and 2018 is presented below:

Three Months Ended Three Months Ended

March 31, 2019 March 31, 2018

Total U.S. International Total U.S. International

Plans Plans Plans Plans

Service cost® $0.7 $— $ 0.7 $08 $— $ 038
Interest cost 66.7 492 17.5 640 466 174
Expected return on plan assets (81.2) (54.5) (26.7 ) (87.2) (57.6) (29.6 )
Amortization of prior service benefit (1.2 ) (0.6 ) (0.6 ) (1.5 ) (0.6 ) (0.9 )
Recognized net actuarial loss 37.6 289 8.7 42.1 312 109

Net periodic pension expense (benefit) $22.6 $23.0 $ (04 ) $182 $196 $ (14 )

MService cost is reported in selling, general and administrative expense. All other components of net periodic pension
expense are reported in other income (expense), net in the consolidated statements of income.

In 2019, the company expects to make cash contributions of approximately $105.0 million to its worldwide defined
benefit pension plans, which are comprised of $67.2 million for the company’s U.S. qualified defined benefit pension
plans and $37.8 million primarily for the company’s international defined benefit pension plans. In 2018, the company
made cash contributions of $129.7 million to its worldwide defined benefit pension plans. For the three months ended
March 31, 2019 and 2018, the company made cash contributions of $21.2 million and $27.4 million, respectively.

12
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Net periodic postretirement benefit expense for the three months ended March 31, 2019 and 2018 is presented below:

Three
Months
Ended
March 31,
2019 2018
Service cost® $0.1 $0.2
Interest cost 1.2 1.2
Expected return on assets (0.1) (0.1)
Recognized net actuarial loss 0.1 03
Amortization of prior service benefit 0.4) (05)

Net periodic postretirement benefit expense $0.9 $1.1

(MService cost is reported in selling, general and administrative expense. All other components of net periodic
postretirement benefit expense are reported in other income (expense), net in the consolidated statements of income.
The company expects to make cash contributions of approximately $8.0 million to its postretirement benefit plans in
2019 compared to $9.0 million in 2018. For the three months ended March 31, 2019 and 2018, the company made
cash contributions of $1.9 million and $3.5 million, respectively.

Note 6 - Stock Compensation

Under stockholder approved stock-based plans, stock options, stock appreciation rights, restricted stock and restricted
stock units may be granted to officers, directors and other key employees. At March 31, 2019, 1.6 million shares of
unissued common stock of the company were available for granting under these plans.

As of March 31, 2019, the company has granted non-qualified stock options and restricted stock units under these
plans. The company recognizes compensation cost, net of a forfeiture rate, in selling, general and administrative
expense, and recognizes compensation cost only for those awards expected to vest. The company estimates the
forfeiture rate based on its historical experience and its expectations about future forfeitures.

During the three months ended March 31, 2019 and 2018, the company recorded $4.7 million and $4.0 million of
share-based compensation expense, respectively, which was comprised of $4.7 million and $3.9 million of restricted
stock unit expense and zero and $0.1 million of stock option expense, respectively.

There were no grants of stock option awards during the three months ended March 31, 2019 and 2018. As of March
31, 2019, 554,407 stock option awards with a weighted-average exercise price of $23.49 are outstanding.

Restricted stock unit awards may contain time-based units, performance-based units, total shareholder return
market-based units, or a combination of these units. Each performance-based and market-based unit will vest into zero
to two shares depending on the degree to which the performance or market conditions are met. Compensation expense
for performance-based awards is recognized as expense ratably for each installment from the date of grant until the
date the restrictions lapse, and is based on the fair market value at the date of grant and the probability of achievement
of the specific performance-related goals. Compensation expense for market-related awards is recognized as expense
ratably over the measurement period, regardless of the actual level of achievement, provided the service requirement
is met. Time-based restricted stock unit grants for the company’s directors vest upon award and compensation expense
for such awards is recognized upon grant.

A summary of restricted stock unit activity for the three months ended March 31, 2019 follows (shares in thousands):

Restricted Weighted-
Stock Average
Units Grant-Date
Fair Value
Outstanding at December 31, 2018 2,151 $ 12.90
Granted 1,296
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