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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements

ULTRA CLEAN HOLDINGS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited; in thousands, except share and per sharamounts)

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, net of allowance of $107 a8itl i 2015 and 2014, respectivi
Inventory
Deferred tax assets, net of valuation allowe
Prepaid expenses and ot

Total current asse

Equipment and leasehold improvements,
Goodwill

Purchased intangibles, r

Deferred tax assets, net of valuation allowe
Other noi-current assel

Total asset

LIABILITIES AND STOCKHOLDERS ’ EQUITY
Current liabilities:
Bank borrowings
Accounts payabl
Accrued compensation and related ben
Deferred rent, current portic
Other current liabilitie:

Total current liabilities

Bank borrowings, net of current porti
Deferred rent and other liabiliti¢

Total liabilities

Commitments and contingencies (See Not
Stockholder equity:
Preferred stoc— $0.001 par value, 10,000,000 authorized; none cudstg

Common stock — $0.001 par value, 90,000,000 awtadri31,725,819 and 29,562,338 shares issued

outstanding, in 2015 and 2014, respectiy
Additional paic-in capital
Common shares held in treasury, at cost, 601,94¢eshin 2015 and 20:
Retained earning
Total stockholder equity

Total liabilities and stockholde’ equity

(See accompanying notes to condensed consolidaattfal statements)
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December 2€

June 26,
2015 2014
$ 76,61« $ 78,997
57,51 61,81"
64,64 56,85(
3,771 3,77
8,63/ 7,00€
211,18! 208,44
14,85( 10,84:
74,29¢ 55,91¢
37,70 16,82«
2,76 3,44¢
754 667
$341,55: $ 296,14:
$ 651« $ 9541
46,47¢ 48,94
6,41( 5,30¢
508 24t
2,307 2,13(
62,21( 66,16¢
67,87, 38,61
2,81¢ 2,80¢
132,90: 107,59(
32 3C
169,85 153,14
(3,337) (3,33))
42,09¢ 38,71¢
208,65( 188,55:
$341,55: $ 296,14:
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ULTRA CLEAN HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited; in thousands, except per share data)

Three months endec Six months endec
June 26, June 27, June 26, June 27,
2015 2014 2015 2014

Sales $117,54¢ $132,67° $242,86° $276,90:
Cost of goods sol 98,72 111,52! 204,12t 232,43t
Gross profit 18,82: 21,15 38,74 44,46:
Operating expense

Research and developm 2,401 1,79¢ 4,96 3,56¢

Sales and marketir 2,80¢ 2,59: 5,65( 5,25¢

General and administratiy 10,18t¢ 8,70:% 22,04¢ 18,42

Total operating expens 15,39« 13,09: 32,66¢ 27,24

Income from operation 3,42¢ 8,05¢ 6,07¢ 17,22(
Interest and other income (expense), (359 (452) (1,319 (1,08))
Income before provision for income tay 3,06¢ 7,607 4,761 16,13¢
Income tax provisiol 862 1,57¢ 1,381 3,051
Net income $ 220 $ 6,03 $ 3,38 $ 13,08¢
Net income per shar

Basic $ 007 $ 02 $ 011 $ 0.4

Diluted $ 007 $ 02 $ 011 $ 0.4
Shares used in computing net income per sl

Basic 31,61¢ 29,43¢ 31,04 29,15°

Diluted 31,771 29,88: 31,35¢ 29,90¢

(See accompanying notes to condensed consolidatettfal statements)
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ULTRA CLEAN HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited; in thousands)

Cash flows from operating activitie
Net income

Adjustments to reconcile net income to net caskigen by operating activitie:

Depreciation and amortizatic
Amortization of finite lived intangible
Amortization of debt issuance co:
Stocl-based compensatic
Excess tax benefit from stc-based compensatic
Changes in assets and liabiliti

Accounts receivabl

Inventory

Prepaids and othi

Deferred income taxe

Other nor-current assei

Accounts payabl

Accrued compensation and related ben

Income taxes payab

Other liabilities

Net cash provided by operating activit

Cash flows from investing activitie
Acquisition of Marchi
Purchases of equipment and leasehold improven
Disposal of equipment and leasehold improvem

Net cash used in investing activiti

Cash flows from financing activitie
Proceeds from term debt and revolving credit fgc
Proceeds from issuance of common si
Principal payments on term debt and revolving ¢riedility
Payments of debt issuance cc
Excess tax benefit from stc-based compensatic
Employee’ taxes paid upon vesting of restricted stock L

Net cash provided in financing activiti
Net increase (decrease) in ci
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

Supplemental item:
Cash paid during the perio
Income taxes pai
Income tax refund
Interest
Non-cash activities
Fair value of common shares issued for acquis

Equipment and leasehold improvements purchaseddadlin accounts payat

(See accompanying notes to condensed consolidatattfal statements)
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Six months endec

June 26, June 27,
2015 2014
$ 3,38( $ 13,08¢
1,83¢ 1,49¢
2,492 2,44;

752 244
1,51¢ 2,012
42t (1,619
4,30¢ (497)
(6,500) (3,119
(1,629 (1,679
682 (16)
(62) 20€
(3,750 (8,336
1,10z 1,172
(425 1,61¢
(5) 602
4,12 7,61¢
(29,739 —
(3,796 (1,419
— 142
(33,53() (1,270
76,18¢ 29,00(
2,29 1,84¢
(50,099 (28,500
(612) —
(425) 1,61¢
(331) (1,357)
27,02 2,60z
$ (2,389 $ 8,95(
78,99 60,41¢
$76,61¢ $69,36:
$ 1,42 $ 2,14¢
$ — $ 1,35¢
$ 1231 $ 1,12
$ 13,84 $ —
$ 1630 % 79
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ULTRA CLEAN HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. Organization and Significant Accounting Policies

Organization— Ultra Clean Holdings, Inc. (the “Company” or “UQTwas founded in November 2002 for the purposaarfuiring Ultra
Clean Technology Systems and Service Inc. UltraiCiBechnology Systems and Service, Inc. was foumd2€91 by Mitsubishi Corporation
and was operated as a subsidiary of Mitsubishl Mavember 2002, when it was acquired by UCT. U@Edme a publicly traded company in
March 2004. In June 2006, the Company completedc¢heisition of Sieger Engineering, Inc. to enhae@osition as a subsystem supplier tc
the semiconductor, research, flat panel, energynaedical equipment industries. Ultra Clean Techggl(Shanghai) Co., Ltd and Ultra Clean
Micro-Electronics Equipment (Shanghai) Co., Ltdrevestablished in 2005 and 2007, respectivelyactdifate the Company’s operations in
China. Ultra Clean Asia Pacific, Pte, Ltd. (Singag)avas established in fiscal year 2008 to fat¢dithe Company’s operations in Singapore. Ii
July 2012, UCT acquired American Integration Tedbgies LLC (“AlIT”) to add to the Company’s existimgistomer base in the
semiconductor and medical spaces and to providiéi@ull manufacturing capabilities. In November 2pthe Company launched Prototype
Asia, its 3D printing business in Singapore, toalep additive manufacturing capabilities for then@@any’s customer base. In February 2015,
UCT acquired Marchi Thermal Systems, Inc. (“Mar¢h# designer and manufacturer of specialty heateesmocouples and temperature
controllers. Marchi delivers flexible heating elamgeand thermal solutions to our customers. The [z believes heaters are increasingly
critical in equipment design for the most advansehiconductor nodes.

The Company is a global leader in the design, exgging, and manufacture of production tools, moslaled subsystems for the
semiconductor capital equipment industry and ingustgments with similar requirements includingsiamer, medical and flat panel display.
The Company focuses on providing specialized emging and manufacturing solutions for these appiboa. The Company enables its
customers to realize lower manufacturing costsraddced design-to-delivery cycle times while maiitay high quality standards.

The Company provides its customers with complelgtisms that combine its expertise in design, seasembly, test and component
characterization. The Company’s customers valukigisly flexible global manufacturing operations, @xcellence in quality control and its
scale and financial stability. The Company’s gldfoaltprint enables the Company to reduce manufaxgurosts and design-to-delivery cycle
times and maintains high quality standards forGbenpany’s customers. The Company believes thaéttlearacteristics allow the Company
provides global solutions for its customers’ grogvproduct demands. The Company ships the majofitg products to U.S. registered
customers with locations both in and outside th&. Lh addition to its U.S. manufacturing capalgitithe Company manufactures products in
its Asian facilities to support local and U.S. lthsastomers. The Company conducts its operatingtaes primarily through its wholly owned
subsidiaries, Ultra Clean Technology Systems amdi@s Inc., AIT LLC, Ultra Clean Technology (Shdrag) Co., Ltd., Ultra Clean Micro-
Electronics Equipment (Shanghai) Co., Ltd., Ulttedd Asia Pacific, Pte Ltd. (Singapore), and subsatjto February 2, 2015, Marchi. The
Company’s international sales represented 32.6%3ar&%o for the three months ended June 26, 2013amel 27, 2014, respectively, and
32.2% and 29.0% of sales for the six months ended 26, 2015 and June 27, 2014, respectively. $&= Nto the Company’s Condensed
Consolidated Financial Statements for further imfation about the Company’s geographic areas.

Basis of Presentation- The unaudited condensed consolidated finanaatstents included in this quarterly report on F&O¥Q
include the accounts of the Company and its whoWyned subsidiaries and have been prepared in ssmooedvith U.S. generally accepted
accounting principles (“GAAP")This financial information reflects all adjustmemthich are, in the opinion of the Company, normaturring
and necessary to present fairly the statemenisafidial position, results of operations and cémivs for the dates and periods presented.
Certain information and footnote disclosures nolyniakluded in our annual financial statementspared in accordance with GAAP, have
been condensed or omitted. The Company’s Decenthe@(24 balance sheet data were derived from @gexifinancial statements as of that
date.
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Principles of Consolidatior— The Company’s condensed consolidated financaésients include the accounts of the Company and it
wholly-owned subsidiaries and all intercompany acts and transactions have been eliminated in didason. The Company uses a 52-53

week fiscal year ending on the Friday nearest Déeer81. All references to quarters refer to figpsdrters and all references to years refer to
fiscal years.

Foreign Currency Translation— The Company has reviewed its non-U.S. subsidigaéwhich all of its non-U.S. asset base resides
Asia) that operate in a local currency environmerdetermine their functional currency by examinirggv and in what currency each
subsidiary generates cash through billings and mstipts and how and in what currency the subsidigpends cash through payment of its
vendors and payment of its workforce. Also, thadesiliaries’ individual assets and liabilities tha¢ primarily denominated in the local
foreign currency are examined for their impactlve €ompany’s cash flows. All have been determiodtbtve the U.S. dollar as its functional
currency. Foreign currency transaction gains arsds are recorded in interest and other incomee), net.

Use of Accounting Estimates The presentation of financial statements in conftyrmith accounting principles generally acceptedhie
United States of America requires management tceneakmates and assumptions that affect the repan®unts of assets and liabilities, and
disclosures of contingent liabilities at the dat¢he financial statements and the reported amafisvenues and expenses during the repc
period. Such estimates and assumptions includevessen accounts receivable and inventory, valnaifadeferred tax assets and impairment
of goodwill and other long-lived assets. The Conypaases its estimates and judgments on histongadreence and on various other
assumptions that it believes are reasonable uhdeatitcumstances. However, future events are sufgj@hange and the best estimates and
judgments may require adjustment. Actual amountg diféer from those estimate

Certain Significant Risks and Uncertainties The Company operates in a dynamic industry acchraingly, can be affected by a variety
of factors. For example, any of the following areasld have a negative effect on the Company imsauf its future financial position, results
of operations or cash flows: the general statb®fglobal economy, the highly cyclical nature af thdustries the Company serves; the loss ol
bankruptcy of any customers within the Company’slécustomer base; ability to obtain additionabfiging if needed; inability to meet
certain debt covenants; failure to successfullggraite completed acquisitions; ineffectivenesaiirsping acquisition opportunities; regulatory
changes; fundamental changes in the technologyriyitite semiconductor, flat panel, solar and meddmlice manufacturing processes or
manufacturing equipment that the Company failse@iepared for; the hiring, training and retentidkey employees; successful and timely
completion of product design efforts; and new padiesign introductions by competitors.

Concentration of Credit Risk- Financial instruments which subject the Compangdncentrations of credit risk consist principaify
cash and cash equivalents and accounts receividi#eCompany sells its products primarily to seméarior capital equipment manufacturers
in the United States. The Company performs cregituations of its customers’ financial conditiordagenerally requires no collateral.

Significant sales to customers The Companys most significant customers (having accounted. @86 or more of sales) and their rela
sales as a percentage of total sales were as ®llow

Three months endec

Six months endec

June 26 June 27 June 26 June 27
2015 2014 2015 2014
Lam Research Corporation 55.4% 34.%% 50.% 34.€%
Applied Materials, Inc 25.¢ 19.4 27.4 22.t
ASM Internationa — * 17.1 — * 18.:
GT Advanced Technologies (GTA — * 11.1 — * — *
Total 81.2% 82.5% 78.2% 75.4%

* Total sales for the period are below 1(

Three customers’ accounts receivable balances,épplaterials, Inc., Lam Research Corporation agiMAnternational, were
individually greater than 10% of accounts receieads of June 26, 2015, and in the aggregate reypegsapproximately 83.4% of accounts
receivable. Three customers’ accounts receivabimbas, Applied Materials, Inc., Lam Research Capon and ASM International, were
individually greater than 10% of accounts receieads of December 26, 2014, and in the aggregatesemted approximately 73.7% of

accounts receivable.
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Fair Value of Financial Instruments Fhe Company’s financial instruments consist of casth cash equivalents, accounts receivable,
accounts payable and bank borrowings. The carmnyéihge of cash and cash equivalents, accounts edaeiand accounts payable approxim
their fair value because of their short-term nature

The accounting guidance for fair value measuremeanitsitizes the inputs used in measuring fair eatuthe following hierarchy:
Level 1 — Quoted prices in active markets for idmaitassets or liabilities,

Level 2 — Observable inputs other than the Levetides for similar assets or liabilities; quoteétps in active markets that are not
active; or other inputs that are observable orlmnorroborated by observable market data for anbatly the full term of assets or liabilities,

Level 3 —Unobservable inputs in which there is little ormarket data, and that are significant to the falug of the assets or liabilitie

The Company'’s only financial asset measured av/dire on a recurring basis is an overnight sweepunt invested in money market
funds with maturities of less than 90 days fromchase and is thus classified as cash and cashaéentiv on the Company’s balance sheet.
These money market funds had a carrying value @nddlue of $3.8 million at June 26, 2015 based.evel 1 inputs. The fair value of the
Company’s long term debt was based on level 2 shpatl fair value was determined using quoted pfaresimilar liabilities in inactive
markets. The fair value of the Company’s outstagdiarrowings under the Company’s revolving creddility was based on level 2 inputs and
fair value was determined using inputs other thasted prices that are observable, specificallycalisted cash flows of expected payments a
current borrowing rates. The Company’s carryingigapproximates fair value for the Company’s laagitdebt and revolving credit facility.

Financial assets measured at fair value are surmathbielow (in thousands):

Quoted Prices Quoted Prices
Significant Significant
in Active Other in Active Other
Markets for Observable Markets for Observable
Identical Identical
Assets Inputs Assets Inputs
June 26, 201t December 26, 201.
(level 1) (level 2) (level 1) (level 2)
Money market fund deposits (1) $ 3,79¢ $ — $ 14,39¢ $ —

(1) Included in cash and cash equivalents on thdeased consolidated balance sheet. The carryingrasapproximate fair value due to
the shor-term maturities of the cash equivaler

Inventories— Inventories are stated at the lower of standasd (which approximates actual cost on a firstiist-out basis) or market.
The Company evaluates the valuation of all inveagyiincluding raw materials, work-in-process, dhméd goods and spare parts on a periodic
basis. Obsolete inventory or inventory in excessiahagement's estimated usage is writtemn to its estimated market value less costslig
if less than its cost. Inherent in the estimatesafket value are management’s estimates relatedoiwomic trends, future demand for
products, and technological obsolescence of thepgaosis products.

Inventory write downs inherently involve judgmeatsto assumptions about expected future demantharichpact of market conditions
on those assumptions. Although the Company belithatshe assumptions it used in estimating inugniaite downs are reasonable,
significant changes in any one of the assumptinrke future could produce a significantly differe@sult. There can be no assurances that
future events and changing market conditions vatinesult in significant increases in inventoryterowns.

Equipment and Leasehold Improvement&quipment and leasehold improvements are statealsg or, in the case of equipment under
capital leases, the present value of future mininease payments at inception of the related |daspreciation and amortization are computec
using the straighline method over the lesser of the estimated udigkg of the assets or the terms of the leasesfulkves range from three
fifteen years.

Product Warranty —The Company provides warranties on its productsfperiod of up to two years and provides for watgraosts at
the time of sale based on historical activity. Ble¢ermination of such provisions requires the Camgga make estimates of product return
rates and expected costs to repair or replacerttipts under warranty. If actual return rates andépair
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and replacement costs differ significantly fromshestimates, adjustments to cost of sales magdodred in future periods. Components of
reserve for warranty costs consisted of the foltm(in thousands):

Three months endec

June 26 June 27

2015 2014
Beginning balance $ 10¢ $ 101
Change in reserv 1C 10C
Warranty costs incurred in the current pel (35) (74)
Ending balanc: $ 84 $ 127

Income Taxes— The Company utilizes the asset and liability mdtbf accounting for income taxes, under which defbtaxes are
determined based on the temporary differences leghtlee financial statement and tax basis of assgtdiabilities using tax rates expected to
be in effect during the years in which the basifedénces reverse. Deferred income taxes arise feonporary differences between the tax t
of assets and liabilities and their reported am®imthe financial statements, which will resultéxable or deductible amounts in the future. Ir
evaluating our ability to realize our deferred &msets within the jurisdiction from which they arigre consider all available positive and
negative evidence, including scheduled reversattetdrred tax liabilities, projected future taxalleome, tax-planning strategies, and results
of recent operations. In projecting future taxaht@mme, we begin with historical results and incogte assumptions about the amount of ft
state, federal, and foreign pretax operating incadjasted for items that do not have tax conseqgernithe assumptions about future taxable
income require significant judgment and are coasistith the plans and estimates we are using ttagethe underlying businesses. In
evaluating the objective evidence that historiealits provide, we consider recent cumulative iredluss). A valuation allowance is recorded
when it is more likely than not that some of théeded tax assets will not be realized.

The Company continued to maintain a full valuadiowance on its California, Oregon, and one ofdténese subsidiaries deferred tax
amounts as of June 26, 2015 totaling $3.2 milllooome tax positions must meet a more likely thanracognition threshold to be recogniz
Income tax positions that previously failed to met more likely than not threshold are recognireithe first subsequent financial reporting
period in which that threshold is met. Previouslgagnized tax positions that no longer meet theertikely than not threshold are
derecognized in the first subsequent financial ripg period in which that threshold is no longegtmriThe Company recognizes potential
accrued interest and penalties related to unrezedriax benefits within the consolidated statemehiiscome as income tax expense. The
calculation of tax liabilities involves significaptdgment in estimating the impact of uncertaintiethe application of complex tax laws.
Resolution of these uncertainties in a manner isistent with the Company’s expectations could reweaterial impact on its results of
operations and financial position. Management beldhat it has adequately provided for any adjastmthat may result from these
examinations; however, the outcome of tax auditmiotbe predicted with certainty.

The determination of the Company’s tax provisiosuject to judgments and estimates.

Revenue Recognitiea- Product revenue is generally recorded upon shipnvéhen arrangements specify title transfer upelivery,
revenue is not recognized until the product isveetd. The Company recognizes revenue when pevsuagidence of an arrangement exists,
shipment has occurred, price is fixed or determahd collectability is reasonably assured. [f@mmpany has not substantially completed a
product or fulfilled the terms of a sales agreenaithe time of shipment, revenue recognition feted until fulfilment. The Company’s
standard arrangement for its customers includégn@d purchase order or contract, no right of retifrdelivered products and no customer
acceptance provisions. The Company assesses abllagtbased on the credit worthiness of the congtoand past transaction history. The
Company continually performs credit evaluationg#®tustomers and, if necessary, may require evdhfrom its customers.

Research and Development CostResearch and development costs are expenseduaseith

Net Income per Share- Basic net income per share is computed by digidiet income by the weighted average number okshar
outstanding for the period. Diluted net income gieaire is calculated by dividing net income by tleégihted average number of common sh
outstanding and common equivalent shares fromigggtock options and restricted stock using teasury stock method, except when such
shares are anti-dilutive (see Note 7 to condensedatidated financial statements).

Comprehensive Income- The Company reports by major components andsarsgée total, the change in its net assets duhiegoeriod
from non-owner sources. Comprehensive income fqrealods presented was the same as net income.
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Segments— The Financial Accounting Standards Board’s (FA§Bidance regarding disclosure about segments @ntprise and
related information establishes standards for éjpenting by public business enterprises of inforamatbout reportable segments, products an
services, geographic areas, and major customeestriethod for determining what information to repsitbased on the manner in which
management organizes the reportable segments wlithiGompany for making operational decisions asgssments of financial performance
The Company’s chief operating decision-maker issatered to be the Chief Executive Officer. The Campoperates in one reporting
segment.

Business Combinations- The Company recognizes assets acquired (inclugbogwill and identifiable intangible assets) aiadbilities
assumed at fair value on the acquisition date. &uEnt changes to the fair value of such assetsradcand liabilities assumed are recognizec
in earnings, after the expiration of the measurdrmeriod, a period not to exceed 12 months fromettgiisition date. Acquisition-related
expenses and acquisition-related restructurings@st recognized in earnings in the period in wihey are incurred.

Stock-Based Compensation Expense

The Company maintains stock-based compensatios plaich allow for the issuance of equity-based awan executives and certain
employees. These equity-based awards include smtabns, restricted stock awards (“RSAs”) and ret&td stock units (“RSUs"\vhich can b
either time-based or performance-based. The Comalanymaintains an employee stock purchase pldmptbaides for the issuance of shares
to all eligible employees of the Company at a disted price.

Stock-based compensation expense includes compensasts related to estimated fair values of stuations and awards granted. The
estimated fair value of the Company’s equity-bamedrds, net of expected forfeitures, is amortizeet the awards’ vesting period on a
straight-line basis over a weighted average pasfddur years for stock options, three years fold/R&nd one year for RSAs, and will be
adjusted for subsequent changes in estimated tiardsirelated to all equity-based awards and pedoce as it relates to performance-based
RSUs.

The Company applies the fair value recognition fmions based on the FASB’s guidance regarding sbaslked compensation. The
exercise price of each stock option equals the etankice of the Company’s stock on the date of gi&liost options are scheduled to vest over
four years and expire no later than ten years ftwrgrant date. The fair value of each option gimestimated on the date of grant using the
Black-Scholes option pricing model. The determimaf the fair value of share-based payment awandse date of grant using an option-
pricing model is affected by the Company’s stodkgas well as assumptions regarding certain viasali hese variables include the expectec
term of the awards; the Company’s expected stoicle polatility over the term of the awards, actaatl projected employee stock option
exercise behaviors, the risk-free interest rateexpetcted dividends. The Company estimates theceegb¢éerm of share-based awards granted
based on the Company’s historical option term @rpee. The Company estimates the volatility oEdsimon stock based upon the
Company’s historical stock price volatility oveetlength of the expected term of the options. Thm@any bases the risk-free interest rate th:
it uses in the option valuation model on U.S. Tueagero-coupon issues with remaining maturitiesilsir to the expected term of the options.
The Company does not anticipate paying any castatids in the foreseeable future and therefore ailsexpected dividend yield of zero in
the option valuation model. The Company is requitedstimate forfeitures at the time of grant aemise those estimates in subsequent perio
if actual forfeitures differ from those estimat&se Company uses historical data to estimate pséngeoption forfeitures and records share-
based compensation expense only for those awaatiard expected to vest. The Company also consigigeh quarter, whether there have |
any significant changes in facts and circumstatizatswould affect its estimated forfeiture rate.

Stock Options
Stock option activity for the six months ended Ja6e2015:

Weighted
Remaining Aggregate
Weighted Contractual Intrinsic Value
Average
Shares Exercise Price Life (years) (in thousands)
Outstanding at December 26, 2014 853,55: $ 8.87 1.3t $ 1,79¢
Grantec — —
Exercisec (337,309 $ 6.4¢
Cancelec (9,100 $ 8.1(
Outstanding at June 26, 20 507,14¢ $ 10.4¢ 1.8C $ 34¢
Options exercisable at June 26, 2! 507,14¢ $ 10.4¢ 1.8C $ 34¢

There were no options granted by the Company dwiihgr of the six month periods ended June 265 20M June 27, 2014. As of
June 26, 2015, there was no stock-based compemsedi@nse attributable to stock options as alltanting options were fully vested.

-10-



Table of Contents

Employee Stock Purchase Plan

The Company also maintains an employee stock psecplan (“ESPP”) that provides for the issuancghaires to all eligible employees
of the Company at a discounted price. Under theFESibstantially all employees may purchase thepg@oyis common stock through payr
deductions at a price equal to 95 percent of therfarket value of the Company’s stock at the ehélach applicable purchase period.

Restricted Stock Units and Restricted Stock Awards

The Company grants RSUs to employees and RSAsni@mployee directors as part of the Company’s kengn equity compensation
plan.

Restricted Stock Units— RSUs are granted to employees with a per sharaibpurchase price of zero dollars and either rawe basel
or performance based vesting. RSUs typically vest three years, subject to the emplogemntinued service with the Company. For purg.
of determining compensation expense related tetR&Js, the fair value is determined based onltsing market price of the Company’s
common stock on the date of award. The expectetdotdlse grant is reflected over the service perad is reduced for estimated forfeitures.

During the quarter ended March 27, 2015, the Compaanted 456,500 RSU'’s, with a weighted averagevédue of $8.68 per share,
and granted 90,500 performance stock units witleighted average fair value of $8.35 per share.rigute quarter ended June 26, 2015, the
Company granted 134,000 RSU’s, with a weightedayefair value of $6.53 per share.

During the six months ended June 26, 2015, 39,8384 shares were withheld to satisfy withholdaxgdbligations, resulting in the net
issuance of 313,712 shares. As of June 26, 20pspamately $ 7.0 million of stock-based compermatiost, net of estimated forfeitures,
related to RSU’s remains to be amortized over ghted average period of 2.3 years. As of June @B5 2a total of 1,169,306 RSU'’s remain
outstanding with an aggregate intrinsic value @f@&million and a weighted average remaining catira term of 1.5 years.

Restricted Stock Awards — As of June 26, 2015, a total of 56,000 RSAs rensaitstanding. The total unamortized expense of the
Company’s unvested restricted stock awards asra 26, 2015, was $ 0.3 million.

The following table summarizes the Company’s RSU BBA activity for the three months June 26, 2015:

Aggregate

Intrinsic Value

Shares (in thousands)

Unvested restricted stock units and restrictedksémeards at December 26, 201 1,078,27! $ 9,67:
Grantec 737,00(
Vested (400,65()
Forfeited (189,32)

Unvested restricted stock units and restrictedkséveards at June 26, 20 1,225,30! $ 7,60(

Vested and expected to vest restricted stock aniisrestricted stock awards at
June 26, 201 1,011,56: $ 6,211

The following table shows the Company’s stock-bas@dpensation expense included in the condensesblidated statements of
operations (in thousands):

Three months endec Six months endec

June 27 June 26 June 27
June 26,

2015 2014 2015 2014
Cost of sales (1) $ 24¢ $ 24z $ 62¢ $ 56¢
Research and developmt 51 74 101 14t
Sales and marketir 89 82 20C 214
General and administrati 657 59t 58¢ 108t
1,04: 99:¢ 1,51¢ 2,012
Income tax benefi (299 (20€) (440 (380
Net stocl-based compensation expel $ 75C $ 787 $1,07¢ $1,63:

(1) Stock-based compensation expenses capitatiziedentory for the three and six month periodseshdune 26, 2015 and June 27, 2014
were considered immateri
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Recent Accounting Pronouncements

In April 2015, the FASB issued authoritative guidarthat requires debt issuance costs to be presientiee balance sheet as a direct
deduction from the carrying amount of the relatettdiability, consistent with debt discounts. Tdehoritative guidance is effective for the
Company in the first quarter of fiscal 2017 andwdtidoe applied retrospectively. Early adoptionésmitted. The adoption of this guidance is
not expected to have a significant impact on then@any’s consolidated financial statements.

2. Balance Sheet Information
Inventory consisted of the following (in thousands)

December 2€

June 26,
2015 2014
Raw materials $48,69: $ 45,29¢
Work in proces: 19,12: 14,10z
Finished good 4,722 3,922
72,53t 63,31¢
Reserve for excess and obso (7,889 (6,469)
Total $64,64" $ 56,85(
Equipment and leasehold improvements, net, cosédtehe following (in thousands):
December 2€
June 26,
2015 2014
Computer equipment and software $ 9,63¢ $ 9,29¢
Furniture and fixture 2,70¢ 2,58
Machinery and equipme 13,53¢ 10,77«
Leasehold improvemen 15,33¢ 12,84,
41,21¢ 35,50:
Accumulated depreciatic (26,369 (24,667)
Total $ 14,85( $ 10,84:

3. Acquisitions

On February 5, 2015, the Company completed theisitiqa of certain of the assets and liabilitiesMdirchi, a designer and manufactt
of specialty thermocouples, heaters and temperatngollers, for approximately $29.9 million ingtaand 1,437,500 shares of newly issued
common stock for a total purchase price of apprex@ty $43.7 million. In addition, the Company in@d approximately $0.2 million of costs
related to the acquisition. The Company completesiacquisition primarily in order to expand itgadilities with existing customers and to
bring the Company closer to the customer in thégdestage of new products and next generation eggipp. The Company financed the cash
portion of the acquisition by borrowing a total®#9.7 million under a new Credit Agreement. Seéhfrdiscussion of the new borrowing
arrangements in Note 5 to the Notes to Condenseddlidated Financial Statements.

The Company allocated the purchase price of Mductiie tangible assets, liabilities and identiféalritangible assets acquired, based on
their estimated fair values. The excess of purcpase over the aggregate fair value was recordegbadwill. Goodwill associated with the
acquisition is primarily attributable to the futuechnology, market presence and knowledgeablegperienced workforce. Although goody
is not amortized for financial accounting purposess, amortized in its entirely for tax purposegofifteen years. The fair value assigned to
identifiable intangible assets acquired was detegohiusing the income approach taking into accdvenQompany’s consideration of a number
of inputs, including an independent third partylgsia that was based upon estimates and assumptionigled by the Company. These
estimates and assumptions were determined thraighlished and generally accepted valuation teclesigqThe estimated fair value of the
tangible and intangible assets acquired was akdcatt Marchis acquisition date. The primary areas of the ptakiny purchase price allocatir
that are not yet finalized relate to the fair valed inventory, non-income based taxes and resigadwill.
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During the measurement period, which can be no rthare one year from the date of acquisition, wesekpo continue to obtain information
assist us in determining the final fair value o tiet assets acquired at the acquisition dategithenmeasurement period. The preliminary
purchase price for the acquisition is allocatetbisws:

Fair Market Values (in thousands)

Inventories $ 1,297
Property and equipment, r 767
Goodwill 18,38(
Purchased intangible ass 23,37(
Other noi-current asset 26
Total assets acquire 43,84(
Other liabilities (100
Total liabilities assume (100
Purchase price allocat $43,74(
Purchased
Useful Intangible
Life Assets
(In years) (In thousands’
Customer relationshif 10 $ 9,90(
Trade nam 6 1,17C
Intellectual properties/knc-how 8-12 12,30(
Total purchased intangible ass $ 23,37(

Goodwill is not amortized but is reviewed for impaent at least annually and whenever events orgdsaim circumstances indicate that
the carrying value of an asset may not be recolerab

The results of operations for the Company for trst half of fiscal 2015 include five full month$ eperating activity for Marchi. For the
three and six months ended June 26, 2015, netcladgmproximately $4.1 million and $6.2 million sgectively and operating income of
approximately $1.5 million and $2.2 million, respieely attributable to Marchi were included in tbensolidated results of operations. For the
three and six months ended June 26, 2015, redu{sesations included charges of $0.7 million addl$million, respectively, attributable to
amortization of purchased intangible assets an2 $@lion of deal costs associated with the acdjoisi Deal costs are included in general and
administrative expenses in the Company’s cons@alegsults of operations.

The following unaudited pro forma consolidated tssaf operations assume the acquisition was caegblas of the beginning of the y
of the reporting periods presented. The unauditedgrma consolidated results of operations forttiree and six months ended June 26, 201!
and June 27, 2014 (in thousands, except per shavards) as follows:

Three Months Ended Six Months Ended
June 26, June 27, June 26, June 27,
2015 2014 2015 2014
Net sales $117,54¢ $135,40! $244.,44: $283,18:-
Net income $ 1,90¢ $ 5,031 $ 3,30 $ 11,03¢
Basic earnings per she $ 0.0¢ $ 0.1¢ $ 0.11 $ 0.3¢
Diluted earnings per sha $ 0.0¢ $ 0.1€ $ 0.1 $ 0.3t

The unaudited pro forma results above include adieists related to the purchase price allocationfimaghcing of the acquisition,
primarily to increase amortization for the ideraifle intangible assets, to increase interest expienshe additional debt incurred to complete
the acquisition, to reflect the related incomedérct and to adjust weighted shares issued ap#re acquisition. The unaudited pro forma
results for the three and six months ended Jun2@g include acquisition related costs of $0.diamlwhich are not expected to occur in
future quarters. The unaudited pro forma condensetbined financial information has been preparechapagement for illustrative purposes
only and are not necessarily indicative of the emsgd consolidated financial position or resultmodme in future periods or the results that
actually would have been realized had UCT and Mdrebn a combined company during the specifiecbderiThe unaudited pro forma
condensed combined financial information does efdéct any operating efficiencies and/or cost sgithat we may achieve with respect tc
combined companies, or any liabilities that mayltefsom integration activities.
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4. Goodwill and Purchased Intangible Assets

The Company’s methodology for allocating the pusehprice relating to acquisitions is determinedulgh established and generally
accepted valuation techniques. Goodwill is measasetthe excess of the cost of the acquisition theesum of the amounts assigned to tan
and identifiable intangible assets acquired lesdsllties assumed. The Company assigns assetsradduicluding goodwill) and liabilities
assumed to one or more reporting units as of theafaacquisition. Typically, acquisitions relatea single reporting unit and thus do not
require the allocation of goodwill to multiple refiag units. If the products obtained in an acdigsiare assigned to multiple reporting units,
the goodwill is distributed to the respective rejpgr units as part of the purchase price allocapimtess. Goodwill and purchased intangible
assets with indefinite useful lives are not amedizbut are reviewed for impairment at least arlpaadd whenever events or changes in
circumstances indicate that the carrying valuencsset may not be recoverable. The Company régutanitors current business conditions
and other factors including, but not limited toyarse industry or economic trends and lower prastof profitability that may impact future
operating results.

To test goodwill for impairment, the Company fipstrforms a qualitative assessment to determinehehétis more likely than not that
the fair value of a reporting unit is less tharcisrying value. If it is concluded that this igttase, the Company then performs the two-step
goodwill impairment test. Otherwise, the two-stedwill impairment test is not required. Under the-step goodwill impairment test, the
Company would in the first step compare the estih#air value of each reporting unit to its cargyiralue. The Company determines the fair
value of each of its reporting units based on ayhtiig of income and market approaches. If theyaagrvalue of a reporting unit exceeds its
fair value, the Company would then perform the sdcstep of the impairment test in order to deteentire implied fair value of the reporting
unit’s goodwill. If the Company determines that tiarying value of a reporting unit's goodwill exts its implied fair value, the Company
would record an impairment charge equal to thestiffice.

The evaluation of goodwill and intangible assetsrftpairment requires the exercise of significarigment. In the event of future
changes in business conditions, the Company witeeired to reassess and update its forecastssiimaates used in future impairment
analyses. If the results of these future analysetosver than current estimates, a material impaincharge may result at that time.

Details of goodwill and other intangible assetsenvas follows (in thousands):

June 26, 201t December 26, 201
Intangible Intangible
Goodwill Assets Total Goodwill Assets Total
Carrying amount $74,29¢ $37,70: $112,000( $55,91¢ $16,82¢ $72,74.

Purchased I ntangible Assets

Intangible assets are generally recorded in coioreatith a business acquisition. The Company evakithe useful lives of its intangible
assets each reporting period to determine whethantge and circumstances require revising the remgmeriod of amortization. In addition,
the Company reviews indefinite lived intangibleetsgor impairment when events or changes in cistantes indicate their carrying value
may not be recoverable and tests definite liveanigible assets at least annually for impairmennag@ment considers such indicators as
significant differences in product demand from ésémates, changes in the competitive and econemiitonment, technological advances,
and changes in cost structure.

Details of purchased intangible assets were asgvigliin thousands):

As of June 26, 201! As of December 26, 201
Gross Gross
Carrying Accumulated Carrying Carrying Accumulated Carrying Useful Life

Amount Amortization Value Amount Amortization Value (in years)

AIT

Customer relationshig $19,00C $ (14,154) $ 4,84¢ $19,000 $ (13,01) $ 5,98¢ 7

Tradenam 1,90(C (1,229 671 1,90(C (1,087) 81¢ 6

Intellectual property/kno-how 1,60(C (68€) 914 1,60(C (577 1,02¢ 7
Marchi

Customer relationshig 9,90( (412 9,48¢ — — — 10

Tradename 1,17¢ (99 1,071 — — — 6

Intellectual property/kno-how 12,30( (578 11,72t — — — 8-12
UcCT

Tradenam 8,981 — 8,981 8,981 — 8,98 *

Total $54,85. $ (17,159 $37,70: $31,48° $ (14,667 $16,82¢

* |n addition to the Marchi and AIT tradename irgéle assets of $3.1 million, the Company is alsoying a UCT tradename intangible



asset of $9.0 million as a result of a previousu@ition. The Company concluded that the UCT traahe® intangible asset life is indefinite
and is therefore not amortized but is reviewedrfgrairment at least annually and whenever eventhanges in circumstances indicate tha
the carrying value of an asset may not be recoler
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The Company amortizes its tradenames (AIT and Mpeetd customer relationships (AIT) intangible dssesing an accelerated method
over the estimated economic life of the assetgjingnfrom 6 to 7 years. The Company amortizesisliectual property/know-how intangible
and customer relationships (Marchi) asset on &siréine basis with an estimated economic lifetef assets ranging from 7 to 12 years.
Amortization expense were approximately $1.4 milland $1.2 million for the three months ended 2612015 and June 27, 2014,
respectively and $ 2.5 million and $2.4 million tbe six months ended June 26, 2015 and June 24, Bspectively. Amortization expense is
charged to General and Administrative. As of JuBe2B15, future estimated amortization expensepeeted to be as follows (in thousands):

Amortization
Expense

2015 (remaining in year) $  2,71C
2016 4,88¢
2017 3,96¢
2018 3,40¢
2019 3,037
Thereaftel 10,70:
Total $ 28,71

5. Borrowing Arrangements

Prior to February 5, 2015, the Company had borrgwimangements with Silicon Valley Bank under arhaad Security Agreement (the
“Loan Agreement”) which included a $40.0 milliorvodving credit facility (the “Revolver”), maturingn July 3, 2016, and a $40.0 million
term loan (the “Term Loan”), maturing on July 3,180 The interest rate on the Revolver during thatmef January 2015 was 3.75%.

On February 2, 2015, the Company entered into aanedit agreement (the “Credit Agreement”) by ambag the Company,
certain of its subsidiaries, East West Bank andNzitional Bank (collectively, the “Lenders”). Tinew credit agreement was amended in
April 3, 2015 (as amended, the “Credit Agreemetd”jnodify certain term of the agreement. The CrAditeement provides for a term loan in
an aggregate principal amount of $40.0 million (tNew Term Loan”) and a revolving credit facility an aggregate principal amount of $40.(
million (the “New Revolving Credit Facility”), a teer of credit facility in the aggregate availatyilamount of $20.0 million (as a sublimit of
such New Revolving Credit Facility) (the “L/C Fagil') and a swingline sub-facility in the aggregateailability amount of $5.0 million (as a
sublimit of the New Revolving Credit Facility) (tether with the Term Loan, the Revolving Credit lfgcand the L/C Facility, the “Senior
Secured Credit Facility”). On February 2, 2015, @@mmpany borrowed an aggregate of $40.0 millioneurtide New Term Loan and
approximately $6.5 million under the New Revolvi@gedit Facility. The borrowed funds were used fmasethe outstanding balance to Silicon
Valley Bank as lender under our prior Loan Agreeme&he prior Loan Agreement was terminated in catina with this transaction and, as a
result, the outstanding balance of the revolves3f.3 million was classified as long-term debt BBecember 26, 2014 in accordance with the
terms of the new debt agreement. In addition, wepged the unamortized debt issuance costs ofapmtely $0.7 million in the first quarter
of 2015. On February 5, 2015, in order to finarreedcquisition of Marchi, the Company borrowed $28illion under the New Revolving
Credit Facility.

The New Term Loan must be repaid in consecutivetgtg installments of $1.25 million for the firkiur installments and $2.9 million
for the remaining twelve installments, with thesfipayment made on March 31, 2015, and with thenteal of the outstanding principal amount
of the New Term Loan due at the final maturity, @rhis February 2, 2019. The New Revolving Crediilits is available for the four-year
period beginning on February 2, 2015. The Creditefgnent includes customary representations, wigsmpvenants and events of default.
The Company and certain of its subsidiaries haveeabto secure all of their obligations under thed@ Agreement by granting a first priority
lien in substantially all of their respective parabproperty assets (subject to certain excep@maslimitations).

At the Company'’s option, borrowings under the Nesvrit Loan and New Revolving Credit Facility (subjextertain limitations) bear
interest at either a base rate or at the Lond@rbiank Offered Rate (“LIBOR”) (with the LIBOR beirgljusted for certain Eurocurrency
reserve requirements, if any, as described in tleeiCAgreement), plus, in each case, an applicalalegin based on the Company’s
consolidated leverage ratio. All loans describeavatmade on February 2, 2015 were initially base I@ans, carrying interest of 3.25%. The
Company expects, however, that the effective istawge will be higher due to the incurrence ofaerloan-related costs of $0.6 million that
have been treated as a discount on the debt andizedoover the life of the loan. As of June 26120the interest rates on the outstanding ne
Term Loan and new Revolving Credit facility weré 2% and 3.00%, respectively.

-15-



Table of Contents

The Credit Agreement requires the Company to miairtartain financial covenants including a consatiédl fixed charge coverage ratio
(as defined in the Credit Agreement) of at lea®6 10 1.00 starting with the end of the first geaxf fiscal 2015 and a consolidated leverage
ratio (as defined in the Credit Agreement) no gretitan 3.5 to 1.00 starting with the end of thst fjjuarter of fiscal 2015. The Credit
Agreement also includes other customary affirmading negative covenants. The Company was in congdiwith all covenants for the
guarter ended June 26, 2015.

The Credit Agreement also contains provisions maggithe following mandatory prepayments (subjeatertain exceptions and
limitations): annual prepayments in an amount etpuéh) 33% of excess cash flow (as defined inGhedit Agreement) if the aggregate
outstanding principal amount of the New Term Loguoais or exceeds $20.0 million and (b) 25% of es@ash flow if the aggregate
outstanding principal amount of the New Term Loguoais or exceeds $10.0 million but is less thanG2dllion. The Credit Agreement also
restricts us from declaring or paying any cashd#iads.

As of June 26, 2015, the outstanding amounts uthde€ompany’s New Term Loan and New Revolving GrEdcility were $38.7
million and $36.2 million, respectively, which ageoss of unamortized debt issuance costs of $dl®mfor a total debt balance of $74.4
million.

6. Income Tax

The Company’s income tax provision and effectivertte for the three and six month periods ende@ 26, 2015 were $0.9 million and
28.1% and $1.4 million and 29.0 %, respectively parad to $1.6 million and 20.7% and $3.1 milliom 48.9%, respectively for the three ¢
six month periods ended June 27, 2014. The changespective rates reflects, primarily, changeféngeographic mix of worldwide earnings
and financial results, as well as the impact o$ésswhich have a full valuation allowance for the¢ and six month periods ended June 26,
2015 compared to the three and six month periodsadune 27, 2014. Our effective tax rates wereldtan the statutory rates for the first
and second quarters of fiscal years 2015 and 20f¥aply due to the geographic distribution of auwrld-wide earnings in foreign
jurisdictions with lower tax rates or tax holidagsich as the tax holiday we are currently enjoying§ingapore

Company management continuously evaluates thefoeadvaluation allowance and as of June 26, 26dB¢luded that a full valuation
allowance on its California, Oregon, and one ofitsnese subsidiaries was still appropriate.

The Company earns a significant amount of its dpegancome outside the United States, which iswuksto be indefinitely reinvested
in foreign jurisdictions. As a result, most of tBempany’s cash and cash equivalents are held bigfosubsidiaries. The Company currently
does not intend nor foresee a need to repatriatetfunds to the U.S. The Company expects exidongestic cash and cash flows from
operations to continue to be sufficient to fundditenestic operating activities and cash commitmemtswvesting and financing activities, such
as debt repayment and capital expenditures, figaat the next 12 months and thereafter for thestaeable future. If the Company should
require more capital in the U.S. than is generbteids domestic operations, for example to funahifigant discretionary activities such as
business acquisitions, the Company could eleatpatriate future earnings from foreign jurisdicgar raise capital in the United States
through debt or equity issuances. These alterrmtigald result in higher effective tax rates, imsed interest expense, or dilution of our
earnings. The Company has borrowed funds domdgteadl continues to believe it has the ability tosh at reasonable interest rates. The
Company does not provide for U.S. taxes on itsstriduted earnings of foreign subsidiaries thatténds to invest indefinitely outside the
U.S., unless such taxes are otherwise requiredrlh&e tax law. In 2014, the Company determined éhaortion of the current year earning
one of its China subsidiaries may be remitted eftliure to one of its foreign subsidiaries outsiflenainland China and, accordingly, the
Company provided for the related withholding taiegs consolidated financial statements. If theany changes its intent to reinvest its
undistributed foreign earnings indefinitely or i§eeater amount of undistributed earnings are rebitbn the previous anticipated remaining
unremitted foreign earnings, the Company coulddogiired to accrue or pay U.S. taxes on some af #flese undistributed earnings. As of
June 26, 2015, the Company had undistributed eggruofforeign subsidiaries that are indefinitelyaated outside of the U.S. of approxima
$67.1 million. It is not practicable to determife income tax liability that might be incurredhiese earnings were to be distributed.
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The following table summarizes the activity relatedhe Company’s unrecognized tax benefits (iutfamds):

Six months endec

June 26 June 27

2015 2014
Balance as of the beginning of period $ 35€ $ 16t
Increase (decrease) related to current year takqros (37) 141
Balance as of the end of peri $ 32t $ 30¢€

The Company’s gross liability for unrecognized keenefits as of June 26, 2015 and December 26, ®@%450.3 million and $0.4
million, respectively. Increases or decreasestar@st and penalties on uncertain tax positiongnateded in income tax provision in the
condensed consolidated statements of operatiotesest related to uncertain tax positions was ineniegtfor each of the three and six month
periods ended June 26, 2015 and June 27, 2014 uykhit is possible some of the unrecognized tavefies could be settled within the next
twelve months, the Company cannot reasonably esitha outcome at this time.

The determination of the Company’s tax provisiosubject to judgments and estimates. The carryitigevof the Company’s net
deferred tax assets, which is made up primaritgefdeductions and net operating loss carryforwasisumes the Company will be able to
generate sufficient future income to fully realthe income tax benefit. In determining whetherrégdization of these deferred tax assets may
be impaired, the Company makes judgments with tgpevhether the Company is likely to generatdicient future taxable income to real
these assets. In addition, the calculation ofihillties involves significant judgment in estinmag the impact of uncertainties in the applica
of complex tax laws. Resolution of these uncerta@in a manner inconsistent with the Company’setations could have a material impact
on the Company’s results of operations and findpaaition.

The Company files income tax returns in the U.8efal jurisdiction, various states and foreigngdictions. The Company’s 2011
through 2013 federal income tax returns are opewtht through the statute of limitations by theelnal Revenue Service. The Company’s
2010 through 2013 state income tax returns are tpandit by the California Franchise Tax BoardeT@ompany is also subject to
examination in various other jurisdictions for \ar$ periods.

The Company is currently enjoying a zero rate taliday related to its Singapore subsidiary that @slpire for tax years beginning
January 2016. This tax rate is subject to achiegartpin commitments agreed to with the Economiedlmpment Board of Singapore includ
investment and employment thresholds. The CompeBipgapore subsidiary recorded a net profit of $@illon and $4.5 million for the three
and six month periods ended June 26, 2015, resp8cti

7. Net Income Per Share

Basic net income per share excludes dilution amisputed by dividing net income by the weightedrage number of common shares
outstanding for the period. Diluted net income gieaire reflects the potential dilution that wouldurcif outstanding securities or other
contracts to issue common stock were exercisedmorerted into common stock.

The following is a reconciliation of the numeratarsed denominators used in computing basic andediloet income per share (in
thousands, except per share data):

Three months endec Six months endec
June 26, June 27, June 26, June 27,
2015 2014 2015 2014
Numerator:
Net income $ 2,201 $ 6,03: $ 3,38( $13,08¢
Denominator
Shares used in computati— basic:
Weighted average common shares outstar 31,61¢ 29,43¢ 31,04: 29,15°
Shares used in computati— diluted:
Shares used in computing basic net income per ! 31,61¢ 29,43¢ 31,04: 29,15:
Dilutive effect of common shares outstanding suftecepurchas 111 20¢€ 232 28¢
Dilutive effect of options outstandir 51 23¢ 84 46C
Weighted average shares used in computing dilutéthoome per sha 31,77% 29,88: 31,35¢ 29,90¢
Net income per sha— basic $ 0.07 $ 0.2 $ 0.11 $ 0.4c
Net income per sha— diluted $ 0.07 $ 0.2 $ 0.11 $ 0.44
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The Company had securities outstanding which cpatdntially dilute basic net income per share afifture, but the incremental shares
from the assumed exercise of these securities exa@leded in the computation of diluted net incoree ghare, as their effect would have been
anti-dilutive. Such outstanding securities consiste@3df,676 stock options and 387,437 stock optionghi@three and six month periods en
June 26, 2015, respectively, and 261,479 stockogind 274,858 stock options for the three anchsith periods June 27, 2014,
respectively.

8. Commitments and Contingencies

The Company had commitments to purchase inventaaing approximately $45.4 million at June 26, 201

The Company leases properties domestically in Hagw@alifornia; Austin, Texas, Pflugerville, Texahandler, Arizona; and South ¢
Francisco, California and internationally in Chigngapore and the Philippines. The Company leeesgain of its facilities under non-

cancelable leases, which expire on various datesidgin 2022.

As of June 26, 2015, future minimum payments utidese operating leases were as follows (in thoigand

Fiscal Yea

2015 (remaining in yea $ 3,09t
2016 5,331
2017 4,712
2018 3,57
2019 2,731
Thereafte! 7,77(C
Total minimum lease paymer $27,22¢

From time to time, the Company is subject to vasimgal proceedings and claims, either assertedasserted, that arise in the ordinary
course of business. Although the outcome of thmuaregal proceedings and claims cannot be pesdlieith certainty, the Company has not
had a history of outcomes to date that have beeermakto the statement of operations and doebelive that any of these proceedings or
other claims will have a material adverse effecttsrconsolidated financial condition or resultopkrations.

9. Segment and Geographic Information

The Company operates in one reportable segmerisamjaged in the development, manufacture andysoppritical subsystems for
the semiconductor capital equipment, consumer, cagdénergy, industrial, flat panel and researclugtries. Multiple operating segments w
aggregated into one reportable segment as theenafttine Company’s products and production processewell as type of customers and
distribution methods, is consistent among all ef @ompany’s products. The Company’s foreign openatare conducted primarily through its
wholly-owned subsidiaries in China and Singapotee Tompany'’s principal markets include North Amearidsia and, to a lesser degree,
Europe. Sales by geographic area represent salestffiliated customers.

All information on sales by geographic area is daggon the location to which the products were jshib The following table sets forth
revenue by geographic area (in thousands):

Three months endec Six months endec
June 26, June 27, June 26, June 27,
2015 2014 2015 2014
United States $ 79,96 $ 94,22: $169,43( $200,02¢
China 5,28¢ 18,88t 17,25( 36,42¢
Singapore 29,17( 13,04¢ 47,40: 30,66¢
Other 3,13( 6,52¢ 8,78¢ 9,78:

$117,54¢ $132,67: $242,86° $276,90:

At June 26, 2015 and June 27, 2014, approximatly Sillion and $4.0 million, respectively, of t@mmpany’s net long-lived assets
were located in Asia, and the remaining balances feeated in the United States.
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10. Subsequent Events

On July 31, 2015, the Company completed the adoprisaf all of the assets and liabilities of Micon®.R.O. (“Miconex”), a provider of
manufacturing services in advanced precision ngilind welding of plastics for the semiconductoustdy located in the Czech Republic. The
purchase price of approximately $22.8 million irt#s $15.0 million in cash, subject to certain pdesing adjustments, 500,000 shares of
newly issued common stock and up to $4.0 milliopatential cash “earn-out” payments payable ovraayear period, based on Miconex’s
achievement of specified performance targets. titiad, the Company expects to incur approxima$glyl million of costs related to the
acquisition, which have been expensed as incufieel Company financed the entire cash portion ofttrpiisition through its existing Asia
operating cash. The Compasyrimary reason for this acquisition is to expaadnanufacturing capabilities with its existingstemers. Due t
the limited time since the acquisition date andthtions on access to Miconex’s information priothe acquisition date, the initial accounting
for the business combination is incomplete attihie. As a result, the Company is unable to proag®unts recognized as of the acquisition
date for major classes of assets and liabilitiemimed and the information required for indemnifior of assets, contingencies, non-controlling
interests and goodwill. Also, because the init@ainting for the transaction is incomplete, thenPany is unable to provide the supplementa
pro forma revenue and earnings of the combinedyenti
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ITEM 2. Managemen’s Discussion And Analysis of Financial Condition Ad Results Of Operations

You should read the following discussion of ouarficial condition and results of operations in carmgtion with the condensed
consolidated financial statements and the noteetbencluded elsewhere in this Quarterly Reportramm 10-Q and in our Annual Report on
Form 1(-K filed with the SEC on March 11, 2015. This Qadxt Report on Form 10-Q contains “forward-lookistatements” that involve
substantial risks and uncertainties. The statemeatgained in this Quarterly Report on Form 10-@tthre not purely historical are forward-
looking statements within the meaning of Sectioh @7nthe Securities Act, and Section 21E of then8exs Exchange Act of 1934, as ameni
including, but not limited to, statements regardog expectations, beliefs, intentions, stratediiesire operations, future financial position,
future revenue, projected expenses, gross margidptans and objectives of management. In somescgsa can identify forwarlooking
statements by terms such as “anticipate,” “beliévestimate,” “expect,” “intend,” “may,” “might,” “ plan,” “project,” “will,” “would,”
“should,” “could,” “can,” “predict,” “potential,” “  continue,” “objective,” or the negative of theseres, and similar expressions intended to
identify forward-looking statements. However, nbfaward-looking statements contain these idgimi§ words. These forward-looking
statements reflect our current views about futwengs and involve known risks, uncertainties ameiofactors that may cause our actual
results, performance or achievement to be materidifferent from those expressed or implied byftineard-looking statements. Factors that
could cause or contribute to such differences ide|lbut are not limited to, those identified belawd those discussed in the section titled
“Risk Factors” included in this Quarterly Report dform 10-Q and in our Annual Report on FormKGHed with the SEC on March 11, 20:
Furthermore, such forwarlooking statements speak only as of the datei®féport. Except as required by law, we undertagebligation to
update any forward-looking statements to refleeingéy or circumstances after the date of such stésn

Overview

We are a global leader in the design, engineeaind,manufacture of production tools, modules atdystems for the semiconductor
capital equipment industry and industry segments similar requirements including consumer, medaal flat panel display. We focus on
providing specialized engineering and manufactusiolgtions for these applications. We enable ostaruers to realize lower manufacturing
costs and reduced design-to-delivery cycle timeisewhaintaining high quality standards.

We provide our customers with complete solutiora thilize our expertise in design, scan, assenté$t,and component
characterization. Our customers value our highdyifile global manufacturing operations, our excelein quality control and our scale and
financial stability. Our global footprint helps tesdrive down total manufacturing costs, reducegieto-delivery cycle times and maintain
high quality standards for our customers. We belignat these characteristics provide global safstior our customers’ growing product
demands. We ship the majority of our products t8.Wegistered customers with locations both in@mdide the U.S. In addition to U.S.
manufacturing, we manufacture products in our A&arilities to support local and U.S. based cust@mé@/e conduct our operating activities
primarily through our wholly owned subsidiariestridiClean Technology Systems and Service, Inc.,lAIT, Ultra Clean Technology
(Shanghai) Co., Ltd., Ultra Clean Micro-Electronieguipment (Shanghai) Co., Ltd., Ultra Clean Asi@iRc, Pte Ltd. (Singapore), and
subsequent to February 4, 2015, Marchi. On Febrba2915, we acquired certain assets of Marchkp@ed our capabilities with our existing
customers and bring us closer to the customeramiésign stage of new products and next generatjoipment. On July 31, 2015, the
Company completed the acquisition of all of theetsand liabilities of Miconex s.r.o. (“Miconex’g,provider of manufacturing services in
advanced precision milling and welding of plasfmsthe semiconductor industry located in the CzRepublic, for a total purchase price of
approximately $22.8 million. See Note 10 to the@éaib Condensed Consolidated Financial Statementarther details of this acquisition.

In February 2015, we reached an agreement witlitivegusurgical (ISI) on the insourcing of manufattg for their next generation
robot, the da Vinci Xi Patient Side Cart. We witintinue to manufacture previous generation robatsadso assist with machined components
and spare parts for current and future I1SI producti his was a mutual decision driven by I1SI's nfanturing needs at the time and our desire
to adhere to our targeted gross margin profile. ifrigact of this change is a decrease in revenappfoximately $7.1 million and $11.0
million for the three month and six months endedel?6, 2015, when compared to the same periodeegdrevious year. Included in our
revenue for the first half of fiscal 2015 is a payrhof $1.0 million we received from IS| as compatin for this arrangement.

Financial Highlights

Sales for the three months ended June 26, 2015$1a&5 million, a decrease of $15.1 million, or4R4, from the comparable quarter
2014. Gross profit for the three months ended 26&015 decreased $2.3 million to $18.8 million16.0% of sales, from $21.2 million, or
15.9% of sales, for the three months ended Jun2(4. Total operating expenses for the three nsoerided June 26, 2015, were $15.4
million, or 13.1% of sales, compared to $13.1 miilior 9.9% of sales, for the three months ended 2d, 2014. We had net income of $2.2
million for the three months ended June 26, 20bHmared to net income of $6.0 million for the thneenths ended June 27, 2014.

Sales for the six months ended June 26, 2015, $&42.9 million, a decrease of $34.0 million, or3P2, from the comparable period of
2014. Gross profit for the six months ended June@&5 decreased $5.7 million to $38.7 million16r0 % of sales, from
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$44.5 million, or 16.1 % of sales, during the conajde period of 2014. Total operating expenseshfersix months ended June 26, 2015, were
$32.7 million, or 13.5 % of sales, compared to 32fillion, or 9.8% of sales, for the six months eddune 27, 2014. We earned net income ¢
$3.4 million for the six months ended June 26, 284 8ompared to $13.1 million for the six monthdezhJune 27, 2014.

We had significant sales to two customers for kthied¢ and six months ended June 26, 2015, for wdach customer accounted for 10%
or more of total sales. For further discussion,det 1. Organization and Significant Accountindiétes - Significant Sales to Customenrs
Notes to Condensed Consolidated Financial Statenadtve

Results of Operations

For the periods indicated, the following table detth certain costs and expenses and other iné@mms as a percentage of sales. The
table and subsequent discussion should be reazhjaretion with our condensed consolidated findrati@ements and notes thereto included
elsewhere in our quarterly report.

Three months endec Six months endec
June 26 June 27 June 26 June 27
2015 2014 2015 2014
Sales 100.(% 100.(% 100.(% 100.(%
Cost of goods sol 84.(% 84.1% 84.(% 83.9%
Gross profit 16.(% 15.% 16.(% 16.1%
Operating expense
Research and developm 2.C% 1.4% 2.1% 1.2%
Sales and marketir 2.4% 2.C% 2.2% 1.£%
General and administratiy 8.7% 6.€% 9.1% 6.7%
Total operating expens 13.1% 10.(% 13.5% 9.€%
Income from operation 2.€% 5.€% 2.5% 6.2%
Interest and other income (expense), (0.9% (0.9% (0.5)% (0.9%
Income before provision for income tay 2.€% 5.€% 2.(% 5.€%
Income tax provisiol 0.7% 1.2% 0.6% 1.1%
Net income 1.€% 4.4% 1.4% 4.7%
Sales

Sales for the three months ended June 26, 2015$1a&5 million, a decrease of $15.1 million, or4RA, from $132.7 million in the
comparable quarter of 2014. The decrease in saldéld three months ended June 26, 2015 when cechpathe same period of 2014 reflects
a decrease in non-semiconductor sales of $24.®mdind an increase in semiconductor sales of B8l®n. The decrease in overall sales in
the second quarter of 2015 compared to the seasadey of 2014 is due in part to the bankruptc AT in October of 2014 and to a
decrease in the volume of products shipped torl$ié second quarter of 2015 due to their decigimissource the manufacturing of their
products in the first quarter of 2015. On a geolgimpasis, sales in the U.S. decreased by $9.8omiib $79.2 million, or 67.4% of sales, for
the three months ended June 26, 2015 as compa$8®1b million, or 67.1% of sales for the same qetf 2014. Foreign sales also decrease
by $5.2 million to $38.4 million, or 32.6% of saléar the three months ended June 26, 2015 as aeahpa $43.5 million, or 32.8% of sales,
for the same period of 2014. We expect sales tadieer in the third quarter of fiscal 2015 as coregao the second quarter of fiscal 2015 du
to increasing overall customer demand.

Sales for the six months ended June 26, 2015, $&42.9 million, a decrease of $34.0 million, or3e2, from $276.9 million in the
comparable period of 2014. The decrease in satdbdasix months ended June 26, 2015, which indutereases of $1.2 million and $32.8
million in both semiconductor and non-semiconduatdustries, respectively, was due to a decreasieinolume of products shipped,
which is attributable in part to the GTAT bankruyptnd in part to ISl insourcing the manufacturifigt® products in the first quarter of
2015. Sales in the US for the six months ended 26n2015 decreased by $31.8 million to $164.7iomilivhile sales in Asia also decreased
by $2.3 million to $78.2 million.

Gross Profit

Cost of goods sold consists primarily of purchasederials, labor and overhead, including depramatélated to certain capital assets
associated with the design and manufacture of ptsdiold. Gross profit for the three months endetk 26, 2015 decreased by $2.3 million tc
$18.8 million, or 16.0% of sales, from $21.2 mitlior 15.9% of sales, for the three months endad 24, 2014. Gross profit for the
six months ended June 26, 2015, decreased by $tighrto $38.7 million, or 16.0% of sales, from
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$44.5 million, or 16.1% of sales, for the six manénded June 27, 2014. The decreases in absollgesdif gross profit when comparing the
three and six month periods ended June 26, 201bthdt same periods in 2014 is primarily due to logades volume and a sales mix which
included lower margin products. We expect grosditgimbe consistent in the third quarter of 20tnpared to the second quarter of 2015.

Research and Development Expe

Research and development expense consists priméaalstivities related to new component testing enaluation, test equipment and
fixture development, product design, and other pevdevelopment activities. Research and developmgense for the three months ended
June 26, 2015, increased by $0.6 million, or 33,%4$2.4 million, or 2.0% of sales, compared ta8%hillion, or 1.4% of sales in the
comparable period in 2014. Research and developexgense for the six months ended June 26, 20t&ased by $1.4 million, or 39.3 %, to
$5.0 million, or 2.0% of sales, compared to $3.8iom, or 1.3% of sales in the comparable perio@0i4. The increases in absolute dollars fo
research and development expenses when compaeirigréde and six month period ended June 26, 20ttbtiné comparable periods in 2014
was due primarily to the inclusion of Marchi’s raseh and development activities in the first quanfe2015.

Sales and Marketing Expense

Sales and marketing expense consists primarilplafies and commissions paid to our sales andcgeemployees, salaries paid to our
engineers who work with the sales and service eyegl®to help determine the components and configareequirements for new products
and other costs related to the sales of our pred@eties and marketing expense for the three mentted June 26, 2015 increased by $0.2
million, or 8.2%, to $2.8 million, or 2.4% of saJe®mpared to $2.6 million, or 2.0% of sales, ia tomparable period of 2014. Sales and
marketing expenses for the six months ended Jun204%, increased by $0.4 million to $5.7 milliam,2.3% of sales, compared to $5.3
million, or 1.9% of sales in the comparable peld@014. The increase in sales and marketing expfmghe three and six month period er
June 26, 2015 compared to the same period in theywar is primarily due to additional headcoumd aelated payroll expense in 2015 relatec
in part to the inclusion of Marchi in the first qtex for 2015.

General and Administrative Expense

Our general and administrative expense has histbyriconsisted primarily of salaries and overhessbaiated with our administrative
staff, professional fees and amortization of otarigible assets. General and administrative expeoseased approximately $1.5 million, or
17.1 %, for the three months ended June 26, 201%.Q.2 million, or 8.7% of sales, compared withi73@illion, or 6.6% of sales, in the
comparable period of 2014. General and adminisgakpense increased approximately $3.6 millior],27%, for the six months ended
June 26, 2015, to $22.0 million, or 9.1% of satesnpared with $18.4 million, or 6.7% of sales,tie tomparable period of 2014. The increas
in absolute dollars when comparing the three moatited June 26, 2015 with the comparable peri@@1i4 is primarily due to higher
compensation spend as a result of higher heademahtlue to higher amortization of finite-lived in¢ggbles obtained in conjunction with the
acquisition of Marchi. The increase in absolutdatslwhen comparing the six months ended June®g @ith the comparable period in 2014
is primarily due to severance of $2.4 million ptacour former CEO in the first quarter of 2015,2bfillion of costs related to the acquisition
of Marchi, Marchi’s general and administrative expes of $0.8 million, offset by a decrease of $0illon in share-based compensation
expense due to the cancellation of the unvestedates! stock units of our former CEO upon hisrestient on January 19, 2015.

Interest and Other Income (Expense),

Interest and other income (expense), net, forhheetand six months ended June 26, 2015, was $(lll®n and $(1.3) million
compared to $(0.5) million and $(1.1) million irethomparable period of 2014. The increase in netrese for the six month period ended
June 26, 2015 compared to the same period in tbheywar is primarily due to the write-off of $0nTillion in the first quarter of 2015 of
unamortized debt issuance costs related to thequeeredit facility offset by the increase in irgst income due to the increase of the
average cash balance during the period.

Income Tax Provisio

Our tax expense and effective tax rate for theetlmenths ended June 26, 2015 and June 27, 20145@&renillion and 28.1%, and $1.6
million and 20.7%, respectively. Our tax expense effiective tax rate for the six months ended 22015 and June 27, 2014 was $1.4
million and 29.0 %, and $3.1 million and 18.9% pectively. The change in respective rates reflgrtmarily, changes in the geographic mix
of worldwide earnings and financial results, ashaslthe impact of losses which have a full vabratllowance for the three and six month
periods ended June 26, 2015 compared to the theesiamonth periods ended June 26, 2014.
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Company management continuously evaluates thefoeedvaluation allowance on its deferred tax asaet as of June 26, 2015,
concluded that a full valuation allowance on itdifdenia, Oregon, and one of its Chinese subsid&xvas still appropriate.

For the three and six months ended June 26, 204 8letermined that a portion of the current yeamniags of one of our China
subsidiaries will be remitted in the future to afeur foreign subsidiaries outside of mainlandr@hand, accordingly, we provided for the
related foreign withholding taxes in our condensedsolidated financial statements. Accordingly pnavision for U.S. taxes has been provi
with respect to these unremitted earnings. If wangle our intent to reinvest our undistributed fgne2arnings indefinitely or if a greater
amount of undistributed earnings are needed thapriviously anticipated remaining unremitted fgneéarnings, we could be required to
accrue or pay U.S. taxes on some or all of thedéstributed earnings.

Liquidity and Capital Resources

We have required capital principally to fund ouguaisitions and working capital needs, satisfy cefptcobligations, maintain our
equipment and purchase new capital equipment. Aseé 26, 2015, we had cash of $76.6 million coegpéw $79.0 million as of
December 26, 2014. Our cash and cash equivalentgelhas cash generated from operations, wasringipal source of liquidity as of
June 26, 2015.

For the six months ended June 26, 2015, we gedecath from operating activities of $4.1 milliomgoeared to cash provided from
operating activities of $7.6 million for the comphle period of 2014. Operating cash flows in tixensonths ended June 26, 2015, included $
7.0 million of non-cash activity comprised of degie¢ion, amortization of intangibles, stock compaitn expense and amortization of debt
issuance costs. Cash generated from operatingtastiincluded decreases in accounts receivablelafetred income taxes of $4.3 million &
$0.7 million, respectively and increases in accremmpensation and related benefits of $1.1 milliieet by the increases in inventory,
prepaids and other and other non-current ass&.6fmillion, $1.6 million and $0.1 million, respely and decreases in accounts payable
and income taxes payable of $3.8 million and $0I4am, respectively. Our cash flows from operasan any given period are largely driven
by the timing of sales, the collection of accouetseivable and the payment of accounts payable.

Net cash used in investing activities for the sontihs ended June 26, 2015 was approximately $3ibmand consisted of cash paid in
connection with the acquisition of Marchi of $2®Mlion and capital expenditures of $3.8 milliorimparily attributable to the expansion of our
Singapore facility.

Net cash provided in financing activities for the months ended June 26, 2015 was $27.0 milliongared to net cash provided of $2.6
million for the comparable period of 2014. For #ie months ended June 26, 2015, our net cash mdvidfinancing activities was due
primarily to the cash proceeds from the new terchr@volver loans obtained on February 2, 2015 6f&"illion and proceeds from the
issuance of common stock related to our employeek gilans of $2.3 million. These increases wersatfprimarily by the $48.8 million payc
on the previous credit facility, $1.3 million ofdo payment under the new credit facility and payno&$0.6 million of debt issuance costs
related to the new credit facility.

We anticipate that our existing cash balance amdatimg cash flow will be sufficient to service ondebtedness and meet our working
capital requirements and technology developmerjept®for at least the next twelve months. The adey of these resources to meet our
liquidity needs beyond that period will depend am growth, the state of the global economy, oulitsitib meet our financial covenants under
our credit facility, the cyclical expansion or cattion of the semiconductor capital equipment giduand the other industries we serve. As o
June 26, 2015, approximately $63.2 million of noisltash and cash equivalents held by foreign diabis may be subject to U.S. taxes if
repatriated for U.S. operations. Of this amountjntend to permanently reinvest all of these fuodsside of the U.S. and we do not plan to
repatriate these funds. The Company used its Ak and cash equivalents to finance the cash patithe acquisition of Miconex on
July 31, 2015. In order to expand our businesquige additional complementary businesses or tolgies, we may need to raise additional
funds through equity or debt financings. If reqdiradditional financing may not be available omtgithat are favorable to us, if at all. If we
raise additional funds through the issuance oftgauiconvertible debt securities, our stockholdetgiity interest will be diluted and these
securities might have rights, preferences andlpges senior to those of our current stockholdaftes. may also require the consent of our se
lenders to raise additional funds through equitgest financings. No assurance can be given ttditianal financing will be available or that,
if available, such financing can be obtained omgefavorable to our stockholders and us.

Borrowing Arrangements

On February 2, 2015, we entered into a new creggiéeament (the “Credit Agreement”) by and amongcastain of our subsidiaries, East
West Bank and Citi National Bank (collectively, theenders”). The credit agreement was amended aiil 3p2015 to delete from the
definition of a change of control certain specif@tnges in the composition of our board of dinecty a material change in our management
A change of control, as defined in the credit agrest, is an event of default under the credit agesg. The Credit Agreement provides for a
term loan in an aggregate principal amount of $4@il0on (the “New Term Loan”)
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and a revolving credit facility in an aggregatenpipal amount of $40.0 million (the “New Revolvidgedit Facility”), a letter of credit facility

in the aggregate availability amount of $20.0 raiili(as a sublimit of such New Revolving Credit ki (the “L/C Facility”) and a swingline
sub-facility in the aggregate availability amoun®6.0 million (as a sublimit of the New Revolvi@gedit Facility) (together with the Term
Loan, the Revolving Credit Facility and the L/C Hiag the “Senior Secured Credit Facility”). On lbreiary 2, 2015, we borrowed an aggregate
of $40.0 million under the New Term Loan and apprately $6.5 million under the New Revolving CreBécility. The borrowed funds were
used to repay the outstanding balance to Silicdley®ank as lender under our prior Loan Agreem&he prior Loan Agreement was
terminated in connection with this transaction awa result, the outstanding balance of the reval’$31.3 million was classified as long-
term debt as of December 26, 2014 in accordandetihé terms of the new debt agreement. In additienexpensed the unamortized debt
issuance costs of approximately $0.7 million infirg quarter of 2015. On February 5, 2015, inevrtb finance the acquisition of Marchi, we
borrowed $29.7 million under the New Revolving Gré&dcility.

The New Term Loan must be repaid in consecutivetgtg installments of $1.25 million for the firkur installments and $2.9 million
for the remaining twelve installments, with thesfipayment made on March 31, 2015, and with thenteal of the outstanding principal amount
of the New Term Loan due at the final maturity, @his February 2, 2019. The New Revolving Credilitg is available for the four-year
period beginning on February 2, 2015. The Credite&gnent includes customary representations, waggmovenants and events of default.
We and certain of our subsidiaries have agreeddors all of their obligations under the Credit @gment by granting a first priority lien in
substantially all of our respective personal propassets (subject to certain exceptions and liraita).

At our option, borrowings under the New Term Load &lew Revolving Credit Facility (subject to centdimitations) bear interest at
either a base rate or at the London Interbank &dfétate (“LIBOR”) (with the LIBOR being adjusted feertain Eurocurrency reserve
requirements, if any, as described in the Credie&gent), plus, in each case, an applicable maaged on our consolidated leverage ratio.
All loans described above made on February 2, 20tbFebruary 5, 2015 were initially base rate lpaagying interest of 3.25%. As of
June 26, 2015, the interest rates on the outstgmaiv Term Loan and new Revolving Credit facilitgrer 2.69% and 3.00%, respectively. We
expect, however, that the effective interest rateb& higher due to the incurrence of certain loalated costs of $0.6 million that have been
treated as debt discount and amortized over teefithe loan.

The Credit Agreement requires us to maintain aeffiaancial covenants including a consolidateddixfarge coverage ratio (as defined
in the Credit Agreement) of at least 1.25 to 1.@0tsg with the end of the first quarter of fis€il15 and a consolidated leverage ratio (as
defined in the Credit Agreement) no greater th&nt@&.1.00 starting with the end of the first quadgfiscal 2015. The Credit Agreement also
includes other customary affirmative and negativeenants. The Company was in compliance with aleoants for the quarter ended June 2¢
2015.

The Credit Agreement also contains provisions maggithe following mandatory prepayments (subjeatértain exceptions and
limitations): annual prepayments in an amount etpuéh) 33% of excess cash flow (as defined inGhedit Agreement) if the aggregate
outstanding principal amount of the New Term Lognoais or exceeds $20.0 million and (b) 25% of exoesh flow if the aggregate
outstanding principal amount of the New Term Logoais or exceeds $10.0 million but is less thanG2dllion. The Credit Agreement also
restricts us from declaring or paying any cashd#ads.

As of June 26, 2015, the outstanding amounts uthde€ompany’s New Term Loan and New Revolving GrEdcility were $38.7
million and $36.2 million, respectively, which ageoss of unamortized debt issuance costs of $dlBmfor a total debt balance of $74.4
million.

Capital Expenditures

Capital expenditures were $5.8 million in the sianths ended June 26, 2015. The Company’s anticigatgital expenditures for the
remainder of 2015 are anticipated to be financealigih cash from operations.

Off-Balance Sheet Arrangements

During the periods presented, we did not have atations with unconsolidated entities or finangattnerships, such as entities often
referred to as structured finance or special pwmudities, which would have been establishediempurpose of facilitating off-balance sheet
arrangements or other contractually narrow or Behipurposes.

Contractual Obligations

Other than operating leases for certain equipmeahtreal estate and purchase order commitments plyrfiar inventory, we have no off-
balance sheet transactions, unconditional purchlalégations or similar instruments and, other th@marrangements described under
“Borrowing Arrangements” above, are not a guaranfany other entities’ debt or other financialigations. The
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following table summarizes our future minimum lepsgments, principal payments under debt obligateomd our purchase obligations for the
purchase of inventory as of June 26, 2015 (in thods):

Remainder
2020 and
of 2015 2016 2017 2018 2019 Thereafter Total
Operating leases (1) $ 3,09 $5337 $471: $357: $2737 $ 7,77C $ 27,22
Borrowing arrangements (. 3,75( 11,66° 11,661 11,66° 36,18¢ — 74,94(
PO commitment 45,35 — — — — — 45,35
Total $ 52,197 $17,00¢ $16,37¢ $15,24( $38,92¢ $ 7,77( $147,51¢

(1) Operating lease obligations reflects (a) tlaséefor our headquarters facility in Hayward, @aiifa that expires in 2022; (b) the leases fo
manufacturing facilities in South San Francisca thaire in 2018; (c) the leases for manufactufadilities in China, Singapore and the
Philippines that expire in 2015 thru 2016; (d) k@se for a manufacturing facility in Singaporet tepires in 2017; (e) the leases for
manufacturing facilities in Austin, Texas that expin 2016; (f) the leases for manufacturing féieidi in Chandler, Arizona that expire in
2017; and (g) the leases for manufacturing faegiin Pflugerville, Texas that expire in 2018. Viéwdoptions to renew certain of the
leases in South San Francisco, Hayward, Austinsamgiapore which we expect to exerc

(2) Amounts reflect obligations under our New Revmy Credit Facility gross of $0.5 million of unamiaed debt issuance costs, under
which $38.7 million is outstanding under the Newnid.oan and approximately $36.2 million under th@aNRevolving Credit Facility
of June 26, 201¢

Critical Accounting Policies, Significant Judgments and Estimates

Our condensed consolidated financial statements baen prepared in accordance with accountingipl&scgenerally accepted in the
United States, which require us to make estimatdguwdgments that affect the reported amounts sétasliabilities, revenue and expenses an
related disclosure at the date of our consolidéiteshcial statements. On an on-going basis, weuatalour estimates and judgments, including
those related to sales, inventories, goodwill artarigible assets, stock compensation and incones.tél¥e base our estimates and judgments
on historical experience and on various other fadioat we believe to be reasonable under therostances, the results of which form the
basis of our judgments about the carrying valuesseéts and liabilities that are not readily apmiafirem other sources. Actual results may
differ from these estimates. We consider certagoanting policies related to revenue recognitiomentory valuation, accounting for income
taxes, business combinations, valuation of intdegilssets and goodwill, and equity incentives tplegrees to be critical policies due to the
estimates and judgments involved in each.

ITEM 3.  Quantitative and Qualitative Disclosures Alout Market Risk
We are exposed to financial market risks, includihgnges in currency exchange rates and intertest ra

Foreign Exchange Rates

Currently, a significant majority of our sales ardangements with third-party suppliers providegdcing and payment in US dollars,
which are not subject to material exchange ratdhtions. While increases in the value of the ddHar relative to other currencies would
make our products more expensive relative to comge@troducts priced in such other currencies, wisimhld negatively impact our ability to
compete and conversely, decreases in the valleedf 1S. dollar relative to other currencies coelslit in our foreign suppliers raising their
prices in order to continue doing business withwesdo not expect foreign currency exchange ratfhtions to have a material effect on our
results of operations.

Chinese authorities recently relaxed controls ah@ls currency, the Renminbi, and allowed the auryeto strengthen against other
world currencies, including the U.S. dollar. We tione to monitor any potential impact of the apjpagon of the Renminbi on our operations
in China as well as globally. Changes in the valithe Renminbi did not have a material impact anresults of operations for any period
presented in this Form 10-Q.

I nterest Rates

Our interest rate risk relates primarily to our dehich totals $74.4 million (net of debt issuarosts) as of June 26, 2015, and carries
interest rates pegged to either the prime ratdBOR. An immediate increase in interest rates df hésis points would increase our interest
expense by approximately $0.2 million per quartéis would be partially offset by increased inteéiasome on our invested cash. Convers
an immediate decline of 100 basis points in inter@®s would decrease our interest expense byzippately $0.2 million per quarter. This
would be partially offset by decreased interesbme on our invested cash.
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ITEM 4. Controls and Procedures

As required by Rule 13a-15(b) under the Securifieshange Act of 1934 (the “Exchange Act”), managetmi@cluding our Chief
Executive Officer and Chief Financial Officer, cartled an evaluation as of the end of the perio@i@/by this report, of the effectiveness of
our disclosure controls and procedures as defimé&kchange Act Rule 13a-15(e). Based upon our atialy we concluded that our disclosure
controls and procedures were effective as of JBn@@15.

As required by Rule 13a-15(d), management, inclydur Chief Executive Officer and Chief Financidfi€er, also conducted an
evaluation of our internal control over financiaporting to determine whether any changes occutueidg the period covered by this report
that have materially affected, or are reasonakBlyjito materially affect, our internal control afjmancial reporting. Based on our evaluation,
we concluded that there has been no change diménfistal quarter covered by this report that haegerially affected, or are reasonably lik
to materially affect, our internal control overdincial reporting.

Any system of controls, however well designed aperated, can provide only reasonable, and not ates@ssurance that the objectives
of the system will be met. In addition, the desifmny control system is based in part upon cedasumptions about the likelihood of future
events.

PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings

From time to time, we are subject to various lggateedings and claims, either asserted or unadsénat arise in the ordinary course of
business. Although the outcome of the various lpgateedings and claims cannot be predicted witlaiogy, we have not had a history of
outcomes to date that have been material to otenstant of operations and do not believe that arthege proceedings or other claims will
have a material effect on our consolidated findramadition or results of operations.

ITEM 1A. Risk Factors

The cyclical and highly volatile nature of the industries we serve could harm our operating results.

Our business and operating results depend in gignifpart upon capital expenditures by manufacsurethe semiconductor capital
equipment, consumer, medical, energy, industiai panel and research industries, which in tupedd upon the current and anticipated
market demand for such products. Historically,ittdeistries we serve (in particular the semiconduictdustry) have been highly cyclical, with
recurring periods of over-supply of products thatdnhad a severe negative effect on the demarmhfital equipment used to manufacture
such products. We have experienced and anticipatente will continue to experience significant fluations in customer orders for our
products through such cycles. Slowdowns in thestriks we serve have had, and future slowdownsatsayhave, a material adverse effect ol
our operating results. During periods of decreadimgand for our products, we must be able to api@ataby align our cost structure with
prevailing market conditions, effectively manage supply chain and motivate and retain employeesirig periods of increased demand, we
must increase manufacturing capacity and invertorgeet customer demands, effectively manage qplgehain and attract, retain and
motivate a sufficient number of employees. If theustries we serve experience downturns, or if @enat able to timely and appropriately
adapt to the changes in our business environmentesults of operations will be harmed. Also, tlgelical and volatile nature of the industr
we serve make future revenues, results of opeatiod net cash flows difficult to estimate.

We rely on a small number of original equipment manufacturing customers for a significant portion of our sales, and any adverse
changein our relationships with these customers, including a decision by such customersto insource critical subsystems or to give market
share to one of our competitors, would adversely affect our business, results of operation and financial condition. Our customers also exert a
significant amount of negotiating leverage over us, which may require usto accept lower operating margins, increased liability risk or
changesin our operationsin order to retain or expand our market share with them.

A relatively small number of OEM customers havedrisally accounted for a significant portion ofraales, and we expect this trend to
continue. As a group, two customers accounted8@3% of our sales for the six month period endet 226, 2015 and three customers
accounted for 76.0% and 81.0% of our sales fomfigears 2014 and 2013, respectively, and we expatbur sales will continue to be
concentrated among a small number of customersddition, our customer contracts generally do aqtiire customers to purchase any
particular volume of products in any particularimeriod. Accordingly, the success of our busimegends on OEMs continuing to outsource
the manufacturing of critical subsystems to us.aBse of the small number of OEMs in the marketsevge, most of which are already our
customers, it would be difficult to replace losteaue resulting from the loss of, or the reductmancellation or delay in purchase orders by,
any one of these customers, whether due to theisida to not continue to outsource all or a parid their critical subsystems for their capital
equipment, their giving market share to our comgpegior for
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other reasons, such as customer’s bankruptcy olvigrscy or decreased demand for such custanedducts. We have in the past lost busi
from customers who have taken the manufacturinguofproducts in-house or given market share tccourpetitors. For example, in February
2015 UCT came to an agreement with ISI to transitiinsourced manufacturing for their next gerieratobot. UCT will continue to
manufacture previous ISI's generation robots ard aksist with machined components and sparefpaxtarrent and future 1SI production.
Further, since our customers generally own thegtiesind other intellectual property to the produasmanufacture, we cannot prevent them
from licensing such designs and other intellecpuaperty to our competitors for the manufacturswth products. If we are unable to replace
revenue from customers who determine to take stdrsyassembly in-house or give market share to aupetitors, such events could have a
material adverse impact on our financial positiod sesults of operation.

In addition, consolidation among our customers decision by any one or more of our customeratsource all or most manufacturing
and assembly work to a single equipment manufactoray further concentrate our business in a lichitember of customers and expose us t
increased risks relating to dependence on an evaiies number of customers.

In addition, by virtue of our largest customergesand the significant portion of revenue that wewe from them, as well as the
competitive landscape, our customers are abledd significant influence and pricing pressureha hegotiation of our commercial
agreements and individual purchase orders andeoadhduct of our business with them. Our custoroftes require reduced prices or other
pricing, quality or delivery commitments as a cdiudh to their awarding of market share to us orfitecement of orders with us in any given
period, which may, among other things, result olueed operating margins in order to maintain orm@xpour market share. Our customers’
negotiating leverage also can result in customeraagents or terms and conditions that may contgimficant liability risk to us. For exampl
some of our customers insist that we provide thahernnification against certain liabilities in ograements with them, including claims of
losses by their customers caused by our produtishwnay be uncapped. In some cases, we have deéeiho selfinsure against liability ris
in our customer agreements, meaning that we maljreetly responsible for high magnitude liabilithatns by our customers without recourse
to insurance proceeds from third-party insurers. €istomers may also pressure us to make otheessionis in order to preserve or expand
our market share with them, which may harm ourress. For example, one or more of our customersratpyre us to move the
manufacturing of our products from lower-cost geqiries or locations such as China to higher-casgigghies or locations that are closer to
such customer’s facilities, such as Singapore, wvbauld result in reduced margins and a sub-optoost structure. If we are unable to retain
and expand our business with our customers on determs, or at all, our business and opera#nrglts will be adversely affected, or we
may be susceptible to increased liability risk vihii€ realized, may have a material adverse effecbur business, cash flows, results of
operation and financial condition.

We have also had to qualify, and are required tmtaia our qualified status, as a supplier for eathur customers. This is often a
lengthy process that involves the inspection am@ml by a customer of our engineering, documentatanufacturing and quality control
procedures before that customer will place volumieis. Our ability to lessen the adverse effe@mnyfloss of, or reduction in sales to, an
existing customer through the rapid addition of onenore new customers is limited because of thesdification requirements. Consequen
the risk that our business, operating results arah€ial condition would be adversely affected gy boss of or any reduction in orders by, any
of our significant customers is increased. Morepifave lost our existing status as a qualifieddigr to any of our customers, such customer
could cancel its orders from us or otherwise teatdrits relationship with us, which could have derial adverse effect on our results of
operation, cash flows and financial condition.

We are exposed to risks associated with weakness in the global economy.

We rely to a significant extent on OEM customerbBpge business, in turn, depends largely on consspegiding and capital
expenditures by businesses. Continuing uncertagggrding the global economy continue to pose ehg#s to our business. Economic
uncertainty and related factors, including curtammployment levels, uncertainty in European dedokets, fiscal uncertainty in the U.S.
economy, market volatility and the slow rate ofaeery of many countries from recent recessionsgentmte negative trends in business and
consumer spending and may cause certain of ousroess to push out, cancel, or refrain from pla@nders for products or services, which
may reduce sales and materially affect our regfilgperation and financial condition. Difficulti&s obtaining capital, uncertain market
conditions, or reduced profitability may also cassee customers to scale back operations, exihbsses, merge with other manufacturers, c
file for bankruptcy protection and potentially ceagperations, leading to customers’ reduced relkeard development funding and/or capital
expenditures and, in turn, lower orders from owstemers and/or additional slow moving or obsoletentory or bad debt expense for us.
These conditions may also similarly affect key digwp, which could impair their ability to delivearts and result in delays for our products ol
require us to either procure products from hightsoagpliers, or if no additional suppliers existyéconfigure the design and manufacture of
our products, and we may be unable to fulfill sarustomer orders. For example, on October 6, 20id o6 our new customers GT Advanced
Technologies (GTAT), filed for bankruptcy under ptex 11 of the Bankruptcy Code in the United St&askruptcy Court for the District of
New Hampshire which impaired the collectabilityoofr outstanding accounts receivable as well agahee of our o-hand inventory related
GTAT and also resulted in a charge for non-candelaendor commitments.
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We have significant existing indebtedness; the restrictive covenants under our credit agreement or other limitations on financing may limit
our ability to expand or pursue our business strategy or make capital expenditures; if we are forced to pay some or all of our indebtedness
prior to its maturity, our financial position could be severely and adversely affected.

On February 2, 2015, we entered into a new crggiéeanent by and among us, certain of our subsédiaEast West Bank and Citi
National Bank. This credit agreement provides ftgran loan in an aggregate principal amount of @4dillion and a revolving credit facility
an aggregate principal amount of $40.0 millioretéel of credit facility in the aggregate availépibmount of $20.0 million and a swingline
sub-facility in the aggregate availability amouf$6.0 million. On February 2, 2015, we borrowedsaigregate of $46.5 million under this
new credit agreement from East West Bank and Gitidwal Bank to repay the remaining outstandingubeg from the loan obtained from
Silicon Valley Bank, U.S. Bank National Associatiand HSBC Bank. On February 5, 2015, we borroweddatitional $29.7 million under
this new credit agreement from East West Bank atid\@tional Bank to finance the acquisition of Mhr. As of June 26, 2015, the long-term
portion of our outstanding indebtedness, net of ésmance costs, under our new credit facility $i8.9 million, and the short-term portion
was $6.5 million.

Our new credit agreement contains certain covenhatgestrict our ability to take certain actiomgluding our ability to:
» incur additional debt, including guarantees, oatzdiens;
» pay dividends and make distributions in respecusfcapital stock
» repurchase capital stoc
» make investments or other restricted payme
e engage in transactions with stockholders and atfi§i;
» sell or otherwise dispose of asst
* make payments on subordinated indebtedness

* engage in certain mergers and acquisitions, nexs liri business or make other fundamental cha

The restrictive covenants in our credit agreemeay therefore limit our strategic and financing ops and our ability to return capital to
our stockholders through dividends or stock buyback

Our new credit agreement also requires us to miaiotxtain financial and other covenants. We caassure you that we will be able to
maintain compliance with such financial or othevexmants. Our failure to comply with these covenantdd result in an event of default
which, if not cured or waived, could result in @eceleration of all of our indebtedness, which wiaukterially adversely affect our financial
health if we are unable to access sufficient fudgpay all the outstanding amounts. Moreovergfare unable to meet our debt obligatior
they come due, we could be forced to restructurefamance such obligations, seek additional edfirigncing or sell assets, which we may no
be able to do on satisfactory terms, or at all.

In addition, the credit agreement has certain mamggrepayment provisions, including annual prepagts of excess cash flow above
certain thresholds. As long as our indebtednessireutstanding, the restrictive covenants anddai@ny prepayment provisions could
impair our ability to expand or pursue our busingsategies or obtain additional funding.

Our dependence on our suppliers may prevent us from delivering an acceptable product on a timely basis.

We rely on both single-source and sole-source srgplkome of whom are relatively small, for mafhyhe components we use in our
products. In addition, our customers often speoifsnponents of particular suppliers that we musbriparate into our products. Our suppliers
are under no obligation to provide us with compaseAs a result, the loss of or failure to perfdiynany of these suppliers could adversely
affect our business and operating results. In anfdithe manufacturing of certain components armbgstems is a complex process. Therefore
if a supplier were unable to provide the volumeaiponents we require on a timely basis and afpaabke prices and quality, we would have
to identify and qualify replacements from altermatsources. However, the process of qualifying seppliers for complex components is also
lengthy and could delay our production, which woadtversely affect our business, operating resualisfimancial condition.

We may also experience difficulty in obtaining stifint supplies of components and raw materiatgies of significant growth in our
business. For example, we have in the past expereshortages in supplies of various component$, asi mass flow controllers, valves and
regulators, and certain prefabricated parts, sa@dhaet metal enclosures, used in the manufadtang products. In addition, one of our
competitors manufactures mass flow controllers mhay be specified by one or more of our custoniérge are unable to obtain these
particular mass flow controllers from our competido convince a customer to select alternative rflasscontrollers, we may be unable to
meet that customer’s requirements, which couldltr@sa loss of market share.
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If we, or our suppliers, are unable to procureisigifit quantities of components or raw materiadgrfrsuppliers, it could influence
decisions by our customers to delay or cancel srded decisions by our vendors to fulfill our pusé orders and, consequently, have a
material adverse effect on our results of operation

We may not be able to respond quickly enough to changesin demand for our products.

Demand shifts in the industries we serve are rapdaidifficult to predict, and we may not be ablatdicipate or respond quickly enough
to changes in demand. Our ability to increase s#lesir products in periods of increasing demarukedes, in part, upon our ability to:

e mobilize our supply chain in order to maintain cament and raw material supp

» optimize the use of our design, engineering anduf@turing capacity in a timely mann
» deliver our products to our customers in a timalghion;

e expand, if necessary, our manufacturing capacitst;

e maintain our product quality as we increase pradoc

If we are unable to respond to rapid increasegmahd for our products on a timely basis or to rgareny corresponding expansion of
our manufacturing capacity effectively, our custosnepuld increase their purchases from our congstitvhich would adversely affect our
business.

Our ability to remain profitable and mitigate tmepiact on our business in periods of decreasing némdapends, in part, upon our ability
to:

» optimize our inventory levels and reduce orcgdmrders to our suppliers without compromising @lationships with such
suppliers;

» reduce our variable costs through a reduction ofhwanufacturing workforce
e continue to motivate our employees; ¢
e maintain the prices, quality and delivery cycle®of products in order to retain our custor’ business

We may not be able to fund our future capital requirementsor strategic acquisitions from our operations, and financing from other sources
may not be available on favorabletermsor at all.

We made capital expenditures of approximately $&ilBon and $1.4 million for the six months periedded June 26, 2015 and June 27,
2014, respectively related to our manufacturinglifses in the United States, China and Singapbrd=ebruary 2015, we paid approximately
$29.9 million and issued 1,437,500 shares of oomrmon stock in connection with our acquisition ofrigta. The cash portion of the merger
consideration was financed through the new creditify described above; of which an aggregate7ef.$ million was outstanding as of
June 26, 2015. The amount of our future capitaliregnents or strategic acquisitions will dependany factors, including:

» the cost required to ensure access to adequatefactuming capacity
» the timing and extent of spending to support prodevelopment efforts
« the timing of introductions of new products and amtements to existing produc

» the cost required to complete AIT and Marclkeigerprise resource planning implementation andigpate AIT and its subsidiaries
and Marchi to our enterprise resource planningesys

« changing manufacturing capabilities to meet newaasr requirement:
* market acceptance of our products;

* our ability to identify appropriate acquisition apfunities and successfully negotiate the termsuch acquisitions

We had $76.6 million in cash and cash equivalesisfdune 26, 2015 of which $63.2 million was Hejdur foreign subsidiaries. If the
cash and cash equivalents held by our foreign digis is needed for our operations or to fundtabhpxpenditures or other strategic
acquisitions in the U.S., we would be requireddorae and pay U.S. taxes to repatriate these funds.

Given our significant existing leverage, limitedadability under our new revolving line of creditéthe potential tax effects of
repatriating foreign cash or other factors, we megd to raise additional funds through public @rgie equity or debt financing if
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our current domestic cash and cash flow from ofmratare insufficient to fund our future activiti®e may not be able to obtain additional
debt financing when and if necessary in a timelyingg. Access to capital markets has, in the pash binavailable to companies such as our:
and there can be no assurance that we would beécabtemplete an equity or other financing arranggmeth terms satisfactory to us or at all.
In addition, equity financings could be dilutiveholders of our common stock, and debt financingsld likely involve additional covenants
that restrict our business operations. Any potéstiategic acquisition or significant capital ergdéure may also require the consent of our
existing lenders. If we cannot raise funds on atad#p terms, if and when needed, we may not betaldevelop or enhance our products, take
advantage of future opportunities, including pasdrecquisitions, grow our business or responcbiouetitive pressures or unanticipated
requirements, any of which could adversely affestlusiness, operating results and financial camdit

Our quarterly revenue and operating results fluctuate significantly from period to period, and this may cause volatility in our common stock
price.

Our quarterly revenue and operating results, irinlpdur gross margin, have fluctuated significaintlyhe past, and we expect them to
continue to fluctuate in the future for a variefyr@asons which may include:

» demand for and market acceptance of our precage result of the cyclical nature of the indestwe serve or otherwise, often
resulting in reduced sales during industry dowrgwand increased sales during periods of industgvery or growth

» overall economic condition:
» changes in the timing and size of orders by outoruers;

» loss of business from one or more significargtomers due to strategic decisions by our custeioeierminate their outsourcing
relationship with us or give market share to ounpetitors, or due to decreased demand for our gwes® products by end
customers

e strategic consolidation by our custome
» cancellations and postponements of previously placders

»  pricing pressure from either our competitor®or customers, resulting in the reduction of awdpict prices, margins or loss of
market share

» disruptions or delays in the manufacturing of products or in the supply of components or raaterals that are incorporated into
or used to manufacture our products, thereby cgusirto delay the shipment of produ

» decreased margins for several or more qudit#osving the introduction of new products, espdigias we introduce new
subsystems

» delays in ram-up in production, low yields or other problems ex@eced at our manufacturing facilities in Chi

» changes in desi-to-delivery cycle times

« inability to reduce our costs quickly in step wigductions in our prices or in response to decrtdseand for our product
e changes in our mix of products sa

» write-offs of excess or obsolete inventory due to a eusf’s bankruptcy or insolvenc

* onetime expenses or charges associated with failedisitiqn negotiations or completed acquisitio

« inability to control our operating costs consisteith target levels

e announcements by our competitors of new prajsetrvices or technological innovations, which paagong other things, render
our products less competitive; a

e geographic mix of customer orders or worldwide &ays.

As a result of the foregoing, we believe that qeratb-quarter comparisons of our revenue and opgratsults may not be meaningful
and that these comparisons may not be an accuditaior of our future performance. Changes irtithég or terms of a small number of
transactions could disproportionately affect oueragting results in any particular quarter. MoregQweerr operating results in one or more future
guarters may fail to meet our guidance or the etgbiens of securities analysts or investors. I§ thicurs, we would expect to experience an
immediate and significant decline in the tradinig@iof our common stock.
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We have established, and as markets will allow, intend to expand our operationsin Asia, which exposes usto risks associated with operating
in aforeign country.

We generated approximately 32.2 % and 29.0% ofal@s in international markets for the six monthisqu ended June 26, 2015
and June 27, 2014, respectively. Depending on rmadalitions, we intend to expand our operation&sia, principally in China and
Singapore. In addition, through our acquisitiorAdT, we acquired a manufacturing facility in CelRhilippines. The carrying amount of our
fixed assets in Asia was $8.5 million as of JuneZ?d 5.

We are exposed to political, economic, legal ameiotisks associated with operating in Asia, inzigd
» foreign currency exchange fluctuatiol
« political, civil and economic instability
» tariffs and other barrier:
» timing and availability of export license
« disruptions to our and our custon” operations due to increased risk of outbreak afatiss, such as SARS and avian
» disruptions in operations due to Ct's developing domestic infrastructure, includingigortation and energ
» difficulties in developing relationships with locglippliers;
+ difficulties in attracting new international custers;
» difficulties in accounts receivable collectiol
« difficulties in staffing and managing distant imtational subsidiary and branch operatic
» the burden of complying with foreign and internaiblaws and treatie
» legal systems potentially subject to undue infleeaccorruption
» difficulties in transferring funds to other geoghéplocations; ani
* potentially adverse tax consequences, includingicésns on the repatriation of earnings to thdteh States

In addition, due to generally lower labor and matsrcosts in the Asian markets in which we culyeoperate, a shift in the mix of ord:
from our customers away from such Asian marketddcadversely affect our operating margins.

Our operations in Asia also subject us to U.S. lgaserning the export of equipment. These lawsameplex and require us to obtain
clearances for the export to Asia of certain eq@pmWe may fail to comply with these laws and tations, which could require us to cease
the export of certain equipment and expose ustsfor penalties.

Over the past several years, the Chinese governmasmursued economic reform policies, includirgeghcouragement of private
economic activity and greater economic decentridinaThe Chinese government may not continue thefieies or may significantly alter
them to our detriment from time to time withoutiget Changes in laws and regulations or their pration, the imposition of confiscatory
taxation policies, new restrictions on currency\@sion or limitations on sources of supply couldtenially and adversely affect our Chinese
operations, which could result in the partial datdoss of our investment in that country and maly and adversely affect our future
operating results.

We are subject to order and shipment uncertainties and any significant reductions, cancellations or delaysin customer orders could cause
our revenue to decline and our operating results to suffer.

Our revenue is difficult to forecast because weegally do not have a material backlog of unfilleders and because of the short time
frame within which we are often required to desigraduce and deliver products to our customers.tibsur revenue in any quarter depends
on customer orders for our products that we recancefulfill in the same quarter. We do not hawegkderm purchase orders or contracts that
contain minimum purchase commitments from our cusis. Instead, we receive non-binding forecasthefuture volume of orders from our
customers. Occasionally, we order and build compbimzentory in advance of the receipt of actuatomer orders. Customers may cancel
order forecasts, change production quantities fiamecasted volumes or delay production for reasmy®nd our control. Furthermore,
reductions, cancellations or delays in customeeforecasts, which may occur for various reasmadding reduced demand for our
customer’s products, customer bankruptcies or custansolvency, usually occur without penalty tocompensation from, the customer.
Reductions, cancellations or delays in forecastddrs could cause us to hold inventory longer #aticipated, which could reduce our gross
profit, restrict our ability to fund our operatioaad cause us to incur unanticipated reductiomelays in revenue. Moreover, most of the
products we manufacture are custom built for ostamers and are therefore not fungible with proglua sell to other customers. If we do
obtain orders as we anticipate, we
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could have excess component inventory for a spegifiduct that we would not be able to sell to haotustomer, likely resulting in inventory
write-offs, which could have a material adverseefbn our business, financial condition and ofregatsults. In addition, because many of
our costs are fixed in the short term, we couldegigmce deterioration in our gross profit and ofsegamargins when our production volumes
decline.

The manufacturing of our productsis highly complex, and if we are not able to manage our manufacturing and procurement process
effectively, our business and operating results will suffer.

The manufacturing of our products is a highly coempgbrocess that involves the integration of muttipbmponents and requires effective
management of our supply chain while meeting ostamers’ design-to-delivery cycle time requiremeifitsrough the course of the
manufacturing process, our customers may modifigdeand system configurations in response to ctairgtheir own customers’
requirements. In order to rapidly respond to threseifications and deliver our products to our cugtos in a timely manner, we must
effectively manage our manufacturing and procurédmercess. If we fail to manage this process effebt, we risk losing customers and
damaging our reputation. We may also be subjelalbdity under our agreements with our customérga or our suppliers fail to re-configure
manufacturing processes or components in resportbese modifications, which may lead to produdéckeclaims by our customers. In
addition, if we acquire inventory in excess of dechar that does not meet customer specificatioesgould incur excess or obsolete inventory
charges. These risks are even greater during thentwextended period of macroeconomic uncertaarig, as we continue to expand our
business beyond gas delivery systems into new stdrag. Certain of our suppliers may go out of lessnwhich could require us to either
procure products from higher-cost suppliers onpifadditional suppliers exist, reconfigure the degind manufacture of our products. This
could limit our growth and have a material advesfect on our business, financial condition andrapieg results.

If our new products are not accepted by OEMs or other customersor if we are unable to obtain historical margins on our new products, our
operating results would be adversely impacted.

We design, develop and market critical systemssahdystems to OEMs and other customers. The inttimeuof new products is
inherently risky because it is difficult to foresthe adoption of new standards, coordinate oumieahpersonnel and strategic relationships
win acceptance of new products by OEMs and othstocoers. We may not be able to recoup design avelajament expenditures if our new
products are not accepted by OEMs or other custamiawly introduced products typically carry lowggbss margins than existing products
for several or more quarters following their intwation. If any of our new systems or subsystemsiatesuccessful in the market, or if we are
unable to obtain gross margins on new productsatteasimilar to the gross margins we have histlyieehieved, our business, operating
results and financial condition could be adverséfgcted.

Interruption or failure of our information technology and communications systems could impair our ability to effectively deliver our
products, which could cause us to lose customers and harm our results of operations.

The manufacture and delivery of our products depamdthe continuing operation of our technologyastructure and systems,
particularly our data center located in Califorfiday damage to or failure of our systems could Iteéatinterruptions in our ability to
manufacture or deliver products on agreed upontieaes, or at all, on a local or worldwide basigefruptions could reduce our sales and
profits, and our reputation could be damaged ifppebelieve our systems are unreliable. Our systmsoperations are vulnerable to damage
or interruption from earthquakes, terrorist attadksds, fires, power loss, hacking, hardwaredstvgare failures, telecommunications failures,
computer viruses or other attempts to harm ouesystand similar events. The critical componentbefsystem are not redundant and we
currently do not have a backup data center. Acogigj the risk associated with earthquakes, fimygr loss, telecommunications failure, and
other events beyond our control is heightened.

Any unscheduled interruption in our manufacturimgleliveries would result in an immediate lossales and could have a material
adverse effect on our results of operation andhfire position. If we experience frequent or pdesis system failures, the attractiveness of oul
products to customers could be permanently hardueyg steps we take to increase the reliability agdlindancy of our systems may be
expensive, reduce our operating margin and map@asuccessful in reducing the frequency or durasfamscheduled interruptions.

Acquisitions could result in operating and integration difficulties, dilution, margin deterioration and other consequences that may adversely
impact our business and results of operations.

We have made, and may in the future make, acauusitdf, or significant investments in, businesbes o¢ffer complementary products,
services, technologies or market access. We exipaicinanagement will evaluate potential strategingactions regularly with its advisors and
our board of directors in the ordinary course dfibass. We may not be successful in negotiatingettms of potential acquisitions or financ
potential acquisitions, and our due diligence nalytd identify all of the problems, liabilities @ther challenges associated with an acquired
business, product or technology, including issetsted to intellectual property, product
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quality or product architecture, regulatory comptia practices, revenue recognition or other acoogipractices or employee or customer
retention issues. In addition, we may not be sisfaém effectively integrating the acquired busiagproduct or technology into our existing
business and operations. The areas where we fsinclude:

* Management of the larger, more complex, conmbimgsiness, including integrating supply and distion channels, computer and
accounting systems, and other aspects of opera

» Deterioration of gross margins due to the acquisitf the same customer base resulting in redudehg leverage
» Integration of the capabilities of the acquiredibasses while maintaining focus on providing caesisy high quality products

» Incorporation of different financial and repgog controls, processes, systems and technolagie®ur existing business
environment

* Unknown liabilities and unforeseen expenselydeor regulatory conditions associated with tbgusitions for which we do not
have recourse under their respective agreem

» Performance shortfalls as a result of the diversiomanageme’s attention from the compa’'s operations

» Cultural challenges associated with integraéngployees from the acquired business into ourrizgdon, and retention of
employees from the businesses we acq

* Retention of customers and partners of acquirethbss, and/o

» Difficulties associated with the transition of austers into our existing busine:

Our failure to address these risks or other problentountered in connection with our past or fubaguisitions and investments could
cause us to fail to realize the anticipated bemefitsuch acquisitions or investments, incur urgmdied liabilities and substantial costs, and
materially harm our business generally.

Our acquisitions could also result in dilutive igaaes of our equity securities, the incurrenceett dcontingent liabilities, or amortizati
expenses, impairment charges and restructuringgebaany of which could harm our financial conditar results. Also, the anticipated
benefits or value of our acquisitions or investrsanaly not materialize. Even if an acquisition drentinvestment is not completed, we may
incur significant management time and effort amaficial cost in evaluating such acquisition or steeent, which could have an adverse effec
on our results of operations. Furthermore, duémiadd liquidity in the credit market and our exigf leverage, the financing of any such
acquisition may be difficult to obtain, and themsrof such financing may not be favorable.

If we were required to write down all or part of our goodwill and other intangible assets, our net income and net worth could be materially
adversely affected.

We had $112.0 million of goodwill and other intdblgi assets recorded on our consolidated balanet akef June 26, 2015. Goodwill
represents the excess of cost over the fair magdee of net tangible and finite lived, identifiaihtangible assets acquired in business
combinations. If our market capitalization dropgngiicantly below the amount of net equity recoraedour balance sheet, it could indicate a
decline in our value and would require us to furttvaluate whether our goodwill has been impaibading the fourth quarter of each year, we
perform an annual review of our goodwill to determif it has become impaired, in which case we dauite down the impaired portion of
our goodwill. We also evaluate goodwill for impagm whenever events or changes in circumstancésatedhat the carrying amount may
be recoverable. If we were required to write doWmma significant part of our goodwill, our finaial results and net worth could be materi
adversely affected.

Our businessis largely dependent on the know-how of our employees, and we generally do not have an intellectual property position that is
protected by patents.

Our business is largely dependent upon our desiggineering, manufacturing and testing know-how.rélg on a combination of trade
secrets and contractual confidentiality provisiand, to a much lesser extent, patents, copyrigittrademarks to protect our proprietary
rights. Accordingly, our intellectual property ptish is more vulnerable than it would be if it wgnetected primarily by patents. If we fail to
protect our proprietary rights successfully, oumgetitive position could suffer, which could harnr @perating results. We may be required t
spend significant resources to monitor and praiectproprietary rights, and, in the event infringarhor breach of our proprietary rights
occurs, our competitive position in the market rbayharmed. In addition, competitors may designradaur technology or develop compet
technologies and know-how. Further, since our qusts generally own the designs and other intelédgitoperty to the products we
manufacture, we cannot prevent them from licensimgh designs and other intellectual property tocmmpetitors for the manufacture of such
products.
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Third parties have claimed and may in the future claim we are infringing their intellectual property, which could subject usto litigation or
licensing expenses, and we may be prevented from selling our productsif any such claims prove successful.

We have in the past and may in the future recdniens that our products, processes or technoldgfgage the patents or other
proprietary rights of third parties. In additionewnay be unaware of intellectual property rightsthiers that may be applicable to our prodt
Any litigation regarding our patents or other itdetual property could be costly and time-consunand divert our management and key
personnel from our business operations, any of wbould have a material adverse effect on our legsimnd results of operations. The
complexity of the technology involved in our prothiand the uncertainty of intellectual propertightion increase these risks. Claims of
intellectual property infringement may also requigsto enter into costly license agreements. Howewe may not be able to obtain license:
terms acceptable to us, or at all. We also mayubgest to significant damages or injunctions agatins development, manufacture and sale of
certain of our products if any such claims provecegsful. We also rely on design specifications@hdr intellectual property of our custorr
in the manufacture of products for such customaffsile our customer agreements generally providénfdemnification of us by our custome
if we are subjected to litigation for third-parthains of infringement of such customer intellectpadperty, such indemnification provisions
may not be sufficient to fully protect us from swhims, or our customers may breach such indeaatifin obligations to us, which could
result in costly litigation to defend against swtdims or enforce our contractual rights to suakemnification.

If we do not keep pace with developmentsin the industries we serve and with technological innovation generally, our products may not be
competitive.

Rapid technological innovation in the markets wevs@equires us to anticipate and respond quiakigvblving customer requirements
and could render our current product offerings t@atinology obsolete. Technological innovationsiaherently complex. We must devote
resources to technology development in order tp kaee with such rapidly evolving technologies. Mééeve that our future success will
depend upon our ability to design, engineer andufsature products that meet the changing needsrofustomers. This requires that we
successfully anticipate and respond to technolbgltanges in design, engineering and manufactymingesses in a cost-effective and timely
manner. If we are unable to integrate new techsigatifications into competitive product desigreyelop the technical capabilities necessary
to manufacture new products or make necessary ioatiiins or enhancements to existing productspasmess prospects could be harmed.

The timely development of new or enhanced prodigciscomplex and uncertain process which requiraswe:
« design innovative and performarenhancing features that differentiate our prodfrots those of our competitor
» identify emerging technological trends in the indies we serve, including new standards for oudpots;
» accurately identify and design new products to mestket need:
» collaborate with OEMs to design and develop proslocta timely and cc-effective basis
e ramg-up production of new products, especially new satesys, in a timely manner and with acceptable giatdacceptable cos
» successfully manage development production cyeled

» respond effectively to technological changes odpob announcements by othe

If we are unsuccessful in keeping pace with teabgiiohl developments for the reasons above or o&@sons, our business prospects,
results of operations and financial condition cdutdmaterially and adversely affected.

The industries in which we participate are highly competitive and rapidly evolving, and if we are unable to compete effectively, our operating
results will be harmed.

We face intense competition from subsystem and compt manufacturers in the industries we serveelsed competition has in the
past resulted, and could in the future result riogreductions, reduced gross margins or lossasket share, any of which would harm our
operating results. We are subject to significaitipg pressure as we attempt to maintain and iseresarket share with our existing custom
Competitors may offer reduced prices or introduee products for the markets currently served bypsaducts. These products may have
better performance, lower prices and achieve biroadeket acceptance than our products. Further, ©fpically own the design rights to
their products and may provide these designs terahbsystem manufacturers. If our competitorsiolgprietary rights to these designs ¢
that we are unable to obtain the designs necessamanufacture products for our OEM customers,business, financial condition and
operating results could be adversely affected.

Our competitors may have greater financial, tecipimanufacturing and marketing resources thanavé\d a result, they may be able
respond more quickly to new or emerging technolegied changes in customer requirements, devotéegreagources to
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the development, promotion, sale and support af freducts, and reduce prices to increase mathases Moreover, there may be merger and
acquisition activity among our competitors and ptisd competitors that may provide our competitangl potential competitors an advantage
over us by enabling them to expand their produieriofgs and service capabilities to meet a broaalgge of customer needs. Further, if one of
our customers develops or acquires the internallilify to develop and produce critical systemsuisystems that we produce, the loss of
customer could have a material adverse effect olasiness, financial condition and operating tssdlhe introduction of new technologies
and new market entrants may also increase comygefitessures.

We must achieve design winsto retain our existing customers and to obtain new customers.

New capital equipment typically has a lifespan@fezal years, and OEMs frequently specify whichiesys, subsystems, components
instruments are to be used in their equipment. @ramecific system, subsystem, component or ingnaims incorporated into a piece of cag
equipment, it will likely continue to be incorpoeatinto that piece of equipment for at least séwaomths before the OEM would be in a
position to switch to the product of another sugplAccordingly, it is important that our produet® designed into the new capital equipment
of OEMs, which we refer to as a design win, in orberetain our competitive position with existingstomers and to obtain new customers.

We incur technology development and sales expemiles10 assurance that our products will ultimatedydesigned into an OEM’s
capital equipment. Further, developing new customl@tionships, as well as maintaining and incregsiur market share at existing custorr
requires a substantial investment of our salesnergng and management resources without anyasseifrom prospective customers that
they will place significant orders. We believe tkd¥Ms often consider long-term relationships iresghg and placing orders with suppliers.
Accordingly, we may have difficulty achieving desigiins from OEMSs that are not currently our custsn®ur operating results and potential
growth could be adversely affected if we fail thigwe design wins with leading OEMs.

Defectsin our products could damage our reputation, decrease market acceptance of our products, cause the unintended release of
hazardous materials and result in potentially costly litigation or indemnification liability.

A number of factors, including design flaws, makand component failures, workmanship issues,amoimation in the manufacturing
environment, impurities in the materials used ankh@wn sensitivities to process conditions, sucteagperature and humidity, as well as
equipment failures, may cause our products to aontadetected errors or defects. Problems withppaducts may:

e cause delays in product introductions and shipnfentss or our customer

» resultin increased costs and diversion of devekrgmesources

» cause us to incur increased charges due to unusakiatory;

» require design modification

« resultin liability for the unintended release azardous materials or other damages to our orusiomer’ property;

» create claims for rework, replacement and/onaiges under our contracts with customers, as wétidemnification claims from
customers

« decrease market acceptance of, or customer saitisfadth, our products, which could result in degsed sales and product retu
or

* resultin lower yields for semiconductor manufaetar

If any of our products contain defects or haveatslity, quality or compatibility problems, our nefation might be damaged and
customers might be reluctant to buy our products.ridy also face a higher rate of product defecteeaimicrease our production levels.
Product defects could result in warranty and indiéination liability, the loss of existing customess impair our ability to attract new
customers. In addition, we may not find defectfadures in our products until after they are itisthin a manufacturer’s fabrication facility.
We may have to invest significant capital and otlespurces to correct these problems. Our currepotential customers also might seek to
recover from us any losses resulting from defectaitures in our products. Hazardous materiale/ftarough and are controlled by our
products and an unintended release of these miateoiald result in serious injury or death. Liatyilclaims could require us to spend signific
time and money in litigation or pay significant dages or indemnification claims.
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The technology labor market is very competitive, and our business will suffer if we are unable to hire and retain key personnel.

Our future success depends in part on the continerdce of our key executive officers, as welbas research, engineering, sales,
manufacturing and administrative personnel, mosttedm are not subject to employment or non-comipatigreements. In addition,
competition for qualified personnel in the techipldndustry is intense, and we operate in geogralpigations in which labor markets are
particularly competitive.

Our business is particularly dependent on expevttseh only a limited number of engineers posseéhs. loss of any of our key
employees and officers, including our Chief ExeaiDfficer (CEO), our Chief Financial Officer, anffour Senior Vice Presidents or any of
the senior managers, or the failure to attractrataln new qualified employees, could adverselgafbur business, operating results and
financial condition. Further, our Chairman and ifier) Chief Executive Officer, Clarence L. Granggtired as our CEO effective January 19,
2015. If our transition of Mr. Grangertoles and responsibilities to our new CEO, Jamecholhamer is not successful, our businessdiat
results and financial position could be materialtiversely affected.

The challenges of employee retention has alsoasec during the integration process with AIT beeaf¢he necessity of combining
personnel with varied business backgrounds and angodifferent corporate cultures and objectivaas] several AIT employees, including
members of AlT’s senior management, have left amngany. The process of integrating operations aakimg such adjustments could cause
an interruption of, or loss of momentum in, theties of one or more of our businesses and tee tf key personnel. Employee uncertainty,
lack of focus or turnover during the integratiogess may also disrupt our businesses. We mayierpersimilar challenges with the
integration of Marchi’'s employees and business.

If wefail to maintain an effective system of internal controls, we might not be able to report our financial results accurately or prevent fraud;
in that case, our stockholders could lose confidence in our financial reporting, which would harm our business and could negatively impact
the price of our stock.

Effective internal controls are necessary for ugrtavide reliable financial reports and prevenuétaln addition, Section 404 of the
Sarbane®xley Act of 2002 requires us and our independegistered public accounting firm to evaluate armbreon our internal control ov
financial reporting. The process of maintaining apdating our internal controls and complying wihction 404 is expensive and time
consuming, and requires significant attention frmanagement and company resources. In additionniiegj in fiscal year 2013, we were
required to evaluate and report on AlIT’s intermattcols and the attestation report we are requoebtain from our independent registered
public accounting firm must include AlT’s intermadntrol over financial reporting. Integrating AlTitsternal control framework into the
Company and upgrading AIT’s controls to comply viltle Sarbanes-Oxley Act has required substansalurees, and we cannot assure you
that we will be able to successfully or effectivetgintain adequate controls over our financial psses at AIT or for our consolidated
business. In addition, even though we have condiualed our independent registered public accoutitinghas concurred, that our internal
control over financial reporting provides reasomassurance regarding the reliability of finanogdorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles as ofeDdxer 26, 2014, because of its inherent
limitations, internal control over financial repiog may not prevent or detect fraud or misstatemeartd our internal control may not be
effective as of future periods. Failure to maintakisting or implement new or improved controlsddficulties encountered in their
implementation, could harm our results of operationcause us to fail to meet our reporting obidyes If we or our independent registered
public accounting firm discover a material weaknéiss disclosure of that fact, even if quickly refisel, could reduce the market’s confidence
in our financial statements and harm our stockepric

Fluctuationsin currency exchange rates may adversely affect our financial condition and results of operations.

Our international sales are denominated primattilgugh not entirely, in U.S. dollars. Many of thests and expenses associated with oL
Chinese subsidiaries and Singapore subsidiaryadeip Chinese Renminbi and Singapore dollars,eetbely, and we expect our exposure to
Chinese Renminbi and Singapore dollars to incraasee increase production in those facilities.dditon, purchases of some of our
components are denominated in Japanese Yen and.Ellranges in exchange rates among other curréncidsch our revenue or costs are
denominated and the U.S. dollar may affect ourmaeecost of sales and operating margins. Whilgdltions in the value of our revenue,
of sales and operating margins as measured inddlfars have not materially affected our resultepérations historically, we do not currently
hedge our foreign exchange exposure, and exchatgdéuctuations could have an adverse effect ariinancial condition and results of
operations in the future.

If environmental contamination were to occur in one of our manufacturing facilities, we could be subject to substantial liabilities.

We use substances regulated under various fordignestic, federal, state and local environmentas s our manufacturing facilities.
addition, we may not be aware of or in compliandth &ll environmental laws or regulations that ebslibject us to liability in the U.S. or
internationally. Our failure or inability to complyith existing or future environmental laws coudgult in significant remediation liabilities, 1
imposition of fines or the suspension or terminatd the production of our products, and thus aematadverse impact on our business.
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Our businessis subject to therisks of earthquakes, fire, power outages, floods, and other catastrophic events, and to interruption by man-
made disruptions, such asterrorism.

Our facilities could be subject to a catastropbislcaused by natural disasters, including fireseanthquakes. We have facilities in ar
with above average seismic activity, such as ourufeeturing facility in South San Francisco, Catifia and our manufacturing and
headquarters facilities in Hayward, Californiaaify of our facilities were to experience a catgdtioloss, it could disrupt our operations, di
production and shipments, reduce revenue and riedaltge expenses to repair or replace the fgcilit addition, we have in the past
experienced, and may in the future experience nebeiek power outages at our facilities. We do natycaisurance policies that cover potential
losses caused by earthquakes or other naturatelisas power loss.

In addition, disruption in supply resulting fromtuial disasters or other causalities or catastophénts, such as earthquakes, severe
weather such as storms or floods, fires, labougtions, power outages, terrorist attacks or malitunrest, may result in certain of our supp
being unable to deliver sufficient quantities ofrqmonents or raw materials at all or in a timely meam disruptions in our operations or
disruptions in our customers’ operations. For eXamp 2011, the northern region of Japan expegadracsevere earthquake followed by a
tsunami. These geological events caused signifidamage in that region and adversely affected Japarastructure and economy. Some of
our suppliers are located in Japan and they hagpermnced, and may experience in the future, skwrtdmr disruptions as a result of these
types of events, and their operations may be neggtimpacted by these events. Many of our custeraad suppliers are also located in
California, and may be subject to the same riskeigmic activity as described for us above.

To the extent that natural disasters or other déilesror causalities should result in delays orcedlations of customer orders, or the de
in the manufacture or shipment of our productseovises, our business, financial condition and afieg results would be adversely affected.

Changesin tax rates or tax assets and liabilities could affect results of operations.

As a global company, we are subject to taxatiaiménUnited States and various other countries.ifsignt judgment is required to
determine and estimate worldwide tax liabilitiesir@uture annual and quarterly tax rates couldffected by numerous factors, including
changes in the: (1) applicable tax laws; (2) amaumt composition of pre-tax income in countrieshwdiffering tax rates; or (3) valuation of
our deferred tax assets and liabilities.

In addition, we are subject to regular examinabigrihe Internal Revenue Service and other tax aitih® and from time to time we
initiate amendments to previously filed tax retu& regularly assess the likelihood of favorabilerfavorable outcomes resulting from these
examinations and amendments to determine the adggfiaur provision for income taxes, which regaisstimates and judgments. Although
we believe our tax estimates are reasonable, taerde no assurance that the tax authorities gridewith such estimates. We may have to
engage in litigation to achieve the results reflddh the estimates, which may be time-consuminbexpensive. There can be no assurance
that we will be successful or that any final detieation will not be materially different from thesatment reflected in our historical income tay
provisions and accruals, which could materially addersely affect our financial condition and résof operations.

We are currently enjoying a zero rate tax holidagingapore that is scheduled to expire at theoéfidcal year 2015. This tax rate is
subject to achieving certain commitments agreed#itio the Singapore tax authorities, including inwesnt and employment thresholds, and
tax rate could be significantly affected if we areble to meet these commitments or if we are enablavorably renegotiate the commitment
requirements.

The market for our stock is subject to significant fluctuation.

The size of our public market capitalization isatelely small, and the average volume of our shtrasare traded is relatively low. The
market price of our common stock could be subjesignificant fluctuations. Among the factors tbatild affect our stock price are:

e quarterly variations in our operating resu

* our ability to successfully introduce new produamsl manage new product transitio
» changes in revenue or earnings estimates or ptiblicaf research reports by analys
e speculation in the press or investment commu

e strategic actions by us, our customers or our céitop®, such as acquisitions or restructurir
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* announcements relating to any of our key custons@gaijficant suppliers or the semiconductor mantufileg and capital equipme
industry generally

» general market condition
» the effects of war and terrorist attacks;

» domestic and international economic factors uneelad our performanc

The stock markets in general, and the marketsefitology stocks in particular, have experiencdtbee volatility that has often been
unrelated to the operating performance of particttempanies. These broad market fluctuations magradly affect the trading price of our
common stock.

New regulations related to conflict minerals could adversely impact our business.

The Dodd-Frank Wall Street Reform and Consumeregetimn Act contains provisions to improve transpayeand accountability concerning
the supply of certain minerals, known as confliddenals, originating from the Democratic RepublicGmngo (DRC) and adjoining countries.
As a result, in August 2012 the SEC adopted andisalosure and reporting requirements for thosepamies who use conflict minerals mined
from the DRC and adjoining countries in their prou These requirements require us to perform anggadue diligence efforts on our supply
chain and require public disclosure of the natue r@sults of these efforts. We filed our most it@@nflict minerals report on Form SD on
June 1, 2015 reporting that we could not yet detegrwhether the conflict minerals we source wenesatly or indirectly, used to finance or
benefit armed groups in the Covered Countries. & have been and there will be costs associatedcaittplying with these disclosure
requirements to determine the sources of conflioenals used in our products and other potentiahgks to products, processes or sources o
supply as a consequence of such verification digts/iComplying with these rules could adversefgatfthe sourcing, supply and pricing of
materials used in our products and result in sulisfeadditional costs. As there may be only atédinumber of suppliers offering “conflict
free” conflict minerals, we cannot be sure that we wéllable to obtain necessary conflict minerals frochssuppliers in sufficient quantities

at competitive prices. Also, we may face reputaiamallenges if we determine that certain of awdpicts contain minerals not determined to
be conflict free or if we are unable to sufficigntlerify the origins for all conflict minerals us@dour products through the procedures we ma
implement. In addition, if we are unable to compith these rules, we could be subject to enforcdraetions by the Securities and Exchange
Commission and liability under the Securities ExamAct of 1934, as amended, which could resultaterial adverse consequences to our
business, as well as significant fines and persaltie

If securities or industry analysts do not publish research or reports about our business, or if they issue an adverse opinion regarding our
stock, our stock price and trading volume could decline.

The trading market for our common stock is influeth@y the research and reports that industry arrgiexs analysts publish about us or
our business. If any of the analysts who covessséa an adverse opinion regarding our stock, oak gtrice would likely decline. If one or
more of these analysts ceases coverage of our egngpdails to publish reports on us regularly, eoild lose visibility in the financial
markets, which in turn could cause our stock poiceading volume to decline.

We do not currently intend to pay dividends on our common stock and, consequently, your ability to achieve a return on your investment will
depend on appreciation in the price of our common stock.

We do not intend to declare and pay dividends arcapital stock for the foreseeable future. We enify intend to invest our future
earnings, if any, to fund our growth. Additionaltiie terms of the credit agreement we enterediinE@bruary 2015 restrict our ability to pay
dividends. Therefore, you are not likely to receawy dividends on your common stock for the forabéefuture.

ITEM 2. Unregistered Sales of Equity Securities and Use Bfoceeds
None

ITEM 3. Defaults Upon Senior Securitie:

None.

ITEM 4. Mine Safety Disclosures
Not Applicable.
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ITEM 5. Other Information
None.
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ITEM 6.

(a) Exhibits

Exhibits

The following exhibits are filed with this curreReport on Form 10-Q for the quarter ended Jun@@&5:

Exhibit
Number

10.1(1)

10.2(1)

10.3(2)

10.4(3)
31.1
31.2
32.1

101.INS
101.SCF
101.CAL
101.DEF
101.LAB
101.PRE

Description

Credit Agreement, dated as of February 2, 2015 nantditra Clean Holdings, Inc., East West Bank, Qigtional Bank and tr
several lenders from time to time party thel

Guarantee and Collateral Agreement in favor of Bésst Bank, dated as of February 2, 2015, madeltog Glean Holdings,
Inc., Ultra Clean Technology Systems and Servite, American Integration Technologies LLC, UCTd&eEngineering
LLC, Integrated Flow Systems LLC, Drake Acquisiti8absidiary, Inc. and the other Grantors refereetthé¢rein and from tim
to time party theret

First Amendment to Credit Agreement, dated Aprie315, among Ultra Clean Holdings, Inc., East WBsik, City National
Bank and the several lenders from time to timeypidweretc

Offer Letter between the Company and Kevin C. Echlated March 24, 201
Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuamnt $ection 302 of the Sarba-Oxley Act of 2002

Certification of the Chief Executive Officer ancethief Financial Officer pursuant to 18 U.S.C.t#ec1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum
XBRL Taxonomy Calculation Linkbase Docum
XBRL Taxonomy Definition Linkbase Docume
XBRL Taxonomy Label Linkbase Docume

XBRL Taxonomy Extension Presentation Linkbase Doent

(1) Incorporated by reference from our Current ReporForm &K filed on February 6, 201!
(2) Incorporated by reference from our Quarterly ReparForm 1-Q filed on May 4, 201&
(3) Incorporated by reference from our Current RepnrForm &K filed on March 26, 201¢
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

ULTRA CLEAN HOLDINGS, INC.
(Registrant’

Date: August 5, 201

By: /S/ JAMES P. SCHOLHAMER
Name James P. Scholhame
Title: Chief Executive Officer

(Principal Executive Officer and duly authorized sgnatory)

Date: August 5, 201

By: /S/ KEVIN C. EICHLER
Name Kevin C. Eichler
Title: President and Chief Financial Officer

(Principal Financial Officer and duly authorized signatory)
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Exhibit
Number

10.1(1)

10.2(1)

10.3(2)

10.4(3)
31.1
31.2
32.1

101.INS
101.SCF
101.CAL
101.DEF
101.LAB
101.PRE

Exhibit Index

Description

Credit Agreement, dated as of February 2, 2015 ngnditra Clean Holdings, Inc., East West Bank, Qigtional Bank and tF
several lenders from time to time party thel

Guarantee and Collateral Agreement in favor of Bésst Bank, dated as of February 2, 2015, madeltog Glean Holdings,
Inc., Ultra Clean Technology Systems and Servite, American Integration Technologies LLC, UCTd&eEngineering
LLC, Integrated Flow Systems LLC, Drake AcquisitiSabsidiary, Inc. and the other Grantors refereetthérein and from tim
to time party theret

First Amendment to Credit Agreement, dated Aprie315, among Ultra Clean Holdings, Inc., East VBsik, City National
Bank and the several lenders from time to timeypidweretc

Offer Letter between the Company and Kevin C. Eichlted March 24, 201
Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuamnt $ection 302 of the Sarba-Oxley Act of 2002

Certification of the Chief Executive Officer ancethief Financial Officer pursuant to 18 U.S.C.t#ec1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Calculation Linkbase Docum

XBRL Taxonomy Definition Linkbase Docume

XBRL Taxonomy Label Linkbase Docume

XBRL Taxonomy Extension Presentation Linkbase Doent

(1) Incorporated by reference from our Current ReporEorm &K filed on February 6, 201!
(2) Incorporated by reference from our Quarterly ReparfForm 1+-Q filed on May 4, 201&
(3) Incorporated by reference from our Current RepnrForm &K filed on March 26, 201¢
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Exhibit 31.1

CERTIFICATION

I, James P. Scholhamer, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Ultra Clean Holdings, Inc

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrie period in which this report is being prepa

b.  Designed such internal control over financigloring, or caused such internal control over fahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: August 5, 201

/s/ JAMES P. SCHOLHAMER

James P. Scholham
Chief Executive Office



Exhibit 31.2

CERTIFICATION

I, Kevin C. Eichler, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Ultra Clean Holdings, Inc

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrie period in which this report is being prepa

b.  Designed such internal control over financigloring, or caused such internal control over fahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: August 5, 201

/s/ KEVIN C. EICHLER

Kevin C. Eichler
President and Chief Financial Offic



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The certification set forth below is being subndtte connection with the Quarterly Report on FoidaQ (the “Report”) of Ultra Clean
Holdings, Inc. (the “Company”) for the purpose ofiplying with Rule 13a-14(b) or Rule 15d-14(b) loé tSecurities Exchange Act of 1934
(the “Exchange Act”) and Section 1350 of Chapteo63itle 18 of the United States Code.

James P. Scholhamer, the Chief Executive Officdrkavin C. Eichler, the Chief Financial Officerthie Company, each certifies that
the best of his knowledge:

(1) the Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg@Act of 1934; and

(2) the information contained in the Report faphgsents, in all material respects, the finan@aldition and result of operations of the
Company.

Date: August 5, 201
/sl JAMES P. SCHOLHAMER

James P. Scholham
Chief Executive Office

Date: August 5, 201

/s/ KEVIN C. EICHLER
Kevin C. Eichler
President and Chief Financial Offic




