


Fiscal 2019 was a transformative year for our company. We 
completed the acquisition of KMG Chemicals (“KMG”), which 
nearly doubled our revenue and number of employees as 
well as significantly broadened our product portfolio, industry 
participation, and geographic reach. The acquisition, the largest in 
our company’s history, helped drive another year of record results 
as we recorded revenue growth for the fourth consecutive year. 

Revenue Growth

To support our broader business portfolio, we also introduced a 
new reporting structure, which includes two segments:  Electronic 
Materials and Performance Materials.

The Electronic Materials segment is composed of our heritage CMP 
slurries and polishing pads businesses as well as the acquired KMG 
electronic chemicals business, and accounts for approximately 80% 
of our company’s revenue. The addition of the electronic chemicals 
business expanded our offering of the electronic materials, 
strengthening our position as a preferred materials supplier to 
the semiconductor industry. Despite a soft overall semiconductor 
industry demand environment in fiscal 2019, we were able to deliver 
growth on a reported and pro forma basis, driven by growth in 
electronic chemicals and CMP pads. Going forward, we continue to 
believe that we are well positioned for growth, and see a bright 
future for advanced materials given emerging demand drivers 
including 5G, virtual reality, internet of things, artificial intelligence, 
big data, industrial automation and autonomous vehicles.

Our Performance Materials segment, which consists of the acquired 
KMG pipeline performance and wood treatment businesses, as 
well as our legacy QED business, provides growth opportunities 
beyond the semiconductor industry and has positioned us as a 
leading supplier of critical materials to pipeline companies.  During 
the year, this segment reported robust growth due to increased 
demand for pipeline performance products, primarily drag reducing 
agents (DRAs), which account for the majority of this segment. We 
are excited about continued growth in DRAs and are investing 
in additional manufacturing capacity to capitalize on customer 
opportunities both domestically and internationally. 

During the year, we continued to generate strong free cash flow, 
driven by our best-in-class profitability  and capital-light business 
model.  We returned cash to our stockholders through dividends 
and share repurchases,  and prepaid approximately $100 million 
of debt to deleverage our balance sheet following the acquisition. 
We also invested $56 million of capital expenditures back into our 
businesses to support future growth. 

Looking forward, we are excited about the future for our company 
as we are optimistic about our ability to continue to grow above 
the industries in which we participate as well as to drive profitability 
to even higher levels. Fiscal 2020 will be a year of investment to 
support additional future growth for our company, particularly 
in pipeline solutions. During our Investor Day in June 2019, we 
presented long-term financial targets that highlight robust growth 
expectations for fiscal years 2020-2024, including 6% to 8% CAGR 
for total revenue and an EBITDA margin of 35%.

 
Financial Highlights

Adjusted EBITDA and Adjusted EBITDA Margin are considered non-GAAP financial measures by the U.S. Securities and Exchange 
Commission (SEC).  Reconciliation of GAAP Net Income to Adjusted EBITDA and Adjusted EBITDA Margin can be found in our November 
18, 2019 current report on Form 8-K.

We remain focused on delivering value to our customers through 
robust product solutions and superior attention to quality, which we 
believe continues to position us as the premier supplier of critical 
materials to the industries we serve.

In closing, I would like to sincerely thank our stockholders, customers 
and employees for your continued support of our company. 

Sincerely,

David H. Li
President and Chief Executive Officer
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