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M KS I nStrU mentS, | NC. (NASDAQ: MKSI) is a global provider of

instruments, systems, subsystems and process control solutions that measure, monitor, deliver,
analyze, power and control critical parameters of advanced manufacturing processes to improve

process performance and productivity for our customers.
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To Our Shareholders

The year 2020 was full of challenges for all of us—both
personally and professionally. But for MKS, | can best
characterize 2020 with the following three words:

"o

“resilience,” "opportunity” and “growth.”

Let me start with “resilience.” Throughout the
COVID-19 pandemic, the safety and well-being of
our global workforce has been our highest priority.
We have also remained steadfast in delivering on the
needs of our customers during this challenging time.
Our team worked tirelessly to ensure continuity

of operations by swiftly responding to disruptions

at our factories and supply chain partners, while
adhering to stringent safety protocols. The

MKS team demonstrated incredible resilience,
determination and teamwork throughout the year.

In terms of “opportunity,” the disruptions we

faced did not interrupt our cadence of innovation
and this allowed us to take advantage of new
opportunities in the markets we serve. In 2020, we
were awarded 170 new patents. We also grew new
product releases by 48% year-over-year and secured
a number of important design wins for both our
Semiconductor and Advanced Markets. We also view

“opportunity” through another lens—Corporate
Social Responsibility (CSR). Relationships matter, and
we build ours on a solid foundation of integrity and
trust. How we run our business stems directly from
our core values and our stakeholder expectations.
Our MKS CSR Management System helps guide

how we deliver on our objectives in an ethical and
sustainable way for our employees, customers,
suppliers and shareholders.

And finally I'll discuss “growth.” | am extremely proud
of the MKS team for delivering outstanding financial
results in 2020. Our results would be impressive in any
year, but are even more so given the challenges of the
pandemic. Revenues for 2020 were a record $2.3 billion,
an increase of 23% from $1.9 billion in 2019, driven

by strong demand from the Semiconductor Market.
Revenues from the Semiconductor Market were $1.4
billion, an increase of 49% compared to 2019, while
revenues from Advanced Markets were $944 million, a
decrease of 3% compared to 2019. Net income in 2020
was $350 million, or $6.33 per diluted share, compared
to net income of $140 million, or $2.55 per diluted
share, in 2019. We also had record operating cash flow
of $513 million, a 110% increase from the $245 million
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reported in 2019. In addition, we returned $44 million to
our shareholders in cash dividends.

MKS continues to be keenly focused on markets
and applications where the enduring trends of
miniaturization and technical complexity are long-
term drivers of value creation. The rise of the data
economy increases demand for advanced memory,
foundry and logic chips, thus driving long-term
growth in semiconductor manufacturing capacity.
The increasing complexity of technology transitions
in semiconductor manufacturing offers countless
opportunities for companies like ours with a broad
portfolio of critical technology solutions. And

the accelerating need for laser-based precision
manufacturing requires our complementary offering
of lasers, optics, photonics, and motion solutions in
addition to fully integrated systems.

Three core elements form the foundation of

our sustainable advantage in these markets

and applications. First, we have a broad and
differentiated portfolio of products ranging from
critical semiconductor subsystems to precision
laser systems that we believe is unmatched in the

industries that we serve. Second, we have a unique
approach to innovation, led by our collaborative
Office of the CTO (OCTO) structure. And third, we
embrace our vision of enabling technologies that
transform our world, and in doing so, develop
deep partnerships with customers that solidify our
competitive position.

As we look ahead to 2021, we continue to build

on our successes of 2020, focusing on delivering
sustainable and profitable growth and creating long-
term value for our shareholders. | want to thank our
dedicated employees for their resilience, innovation,
and teamwork. | could not be prouder of what we
accomplished together in 2020 and | am privileged
to lead such an extraordinary group of people.

In closing, | want to thank our customers,
suppliers, and shareholders for your continued
confidence in MKS.

John T.C. Lee

President and Chief Executive Officer

Our results would be impressive in

any year, but are even more so given
the challenges of the pandemic.




CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act
of 1995, Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 regarding the
future financial performance, business prospects and growth of MKS. These statements are only predictions based on current
assumptions and expectations. Any statements that are not statements of historical fact (including statements containing

the words “will,” “projects,” “intends,” “believes,” “plans,” “anticipates,” “expects,” “estimates,” “forecasts,” “continues” and
similar expressions) should be considered to be forward-looking statements. Actual events or results may differ materially
from those in the forward-looking statements set forth herein. Among the important factors that could cause actual events
to differ materially from those in the forward-looking statements are the conditions affecting the markets in which MKS
operates, including the fluctuations in capital spending in the semiconductor industry and other advanced manufacturing
markets, fluctuations in sales to our major customers, the impact of the COVID-19 pandemic on the global economy and
financial markets, including any restrictions on MKS’ operations and the operations of MKS' customers and suppliers resulting
from public health requirements and government mandates, the terms of our Term Loan Facility, competition from larger or
more established companies in MKS' markets, MKS' ability to successfully grow its business and particularly the business of
Electro Scientific Industries, Inc., which we acquired in February 2019, the challenges, risks and costs involved with integrating
the operations of the companies we have acquired, potential fluctuations in quarterly results, dependence on new product
development, rapid technological and market change, acquisition strategy, manufacturing and sourcing risks, volatility of
stock price, international operations, financial risk management, and the other factors described in “Risk Factors” in Part

I, tem 1A in the Form 10-K for the year ended December 31, 2020 included in this report. MKS is under no obligation to,

and expressly disclaims any obligation to, update or alter these forward-looking statements, whether as a result of new
information, future events or otherwise after the date of this report.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains “forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of
1934 regarding the future financial performance, business prospects and growth of MKS. These statements are only predictions
based on current assumptions and expectations. Any statements that are not statements of historical fact (including statements
containing the words “will,” “projects,” “intends,” “believes,” “plans,” “anticipates,” “expects,” “estimates,” “forecasts,”
“continues” and similar expressions) should be considered to be forward-looking statements. Actual events or results may
differ materially from those in the forward-looking statements set forth herein. Among the important factors that could cause
actual events to differ materially from those in the forward-looking statements are the conditions affecting the markets in which
MKS operates, including the fluctuations in capital spending in the semiconductor industry and other advanced manufacturing
markets, fluctuations in sales to our major customers, the impact of the COVID-19 pandemic on the global economy and
financial markets, including any restrictions on MKS’ operations and the operations of MKS’ customers and suppliers resulting
from public health requirements and government mandates, the terms of our Term Loan Facility, competition from larger or
more established companies in MKS’ markets, MKS’ ability to successfully grow its business and particularly the business of
Electro Scientific Industries, Inc., which we acquired in February 2019, the challenges, risks and costs involved with
integrating the operations of the companies we have acquired, potential fluctuations in quarterly results, dependence on new
product development, rapid technological and market change, acquisition strategy, manufacturing and sourcing risks, volatility
of stock price, international operations, financial risk management, and the other factors described in “Risk Factors” in Part 1,
Item 1A of this Annual Report on Form 10-K. MKS is under no obligation to, and expressly disclaims any obligation to, update
or alter these forward-looking statements, whether as a result of new information, future events or otherwise after the date of
this report.
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SUMMARY OF RISK FACTORS

Below is a summary of the principal factors that make an investment in MKS speculative or risky. The following
summary does not contain all of the information that may be important to you, and you should read the below summary in
conjunction with the more detailed discussion of risks set forth under the heading “Risk Factors” in Part I, Item 1A of this
Annual Report on Form 10-K.

Risks Related to the COVID-19 Pandemic

o The COVID-19 pandemic may have a materially adverse effect on our business, financial condition and operating
results, as well as on the operations and financial performance of our customers and suppliers. We are unable to
predict the extent to which the pandemic and related restrictions will impact our business, operations, financial
performance and the achievement of our strategic objectives.

Risks Related to Operating a Global Business

o We face significant risks from doing business internationally.

e Unfavorable currency exchange rate fluctuations may lead to lower operating margins or may cause us to raise or
reduce prices, which could result in reduced sales.

Risks Related to Our Industries and Markets

e Qur business depends significantly on capital spending in the semiconductor and consumer electronics industries,
which are characterized by periodic fluctuations that may cause a reduction in demand for our products.

o Many of the markets and industries that we serve are highly competitive, are subject to rapid technological
advancement, and have narrow design windows, and if we fail to introduce new and innovative products or improve
our existing products, or if our products or the applications we invest in do not achieve widespread adoption, our
business, financial condition and operating results will be harmed.

o We offer products for multiple markets and must face the challenges of supporting the distinct needs of each of the
markets we serve.

Risks Related to OQur Operations

e Manufacturing interruptions or delays could affect our ability to meet customer demand and lead to higher costs,
while the failure to estimate customer demand accurately could result in excess or obsolete inventory.

e Qur dependence on sole and limited source suppliers and international suppliers could affect our ability to
manufacture products and systems.

o  Qur failure to successfully manage our offshore manufacturing locations or the transition of certain of our products
to other manufacturing locations and/or to contract manufacturers would likely harm our business, financial
condition and operating results.

e Qur products could contain defects, which would increase our costs and seriously harm our business, operating
results, financial condition and customer relationships.

e We outsource a number of services to third-party service providers, which decreases our control over the
performance of these functions. Disruptions or delays at our third-party service providers could adversely impact our
operations.

e The loss of net revenues from any one of our major customers would likely have a material adverse effect on us.

e Key personnel may be difficult to attract and retain.



Acquisition Risks

As part of our business strategy, we have entered into and may continue to pursue business combinations and
acquisitions that may be difficult to identify and complete, challenging and costly to integrate, disruptive to our

business and our management, and/or dilutive to stockholder value.

Financial Risks

The terms of our Term Loan Facility and ABL Facility impose significant financial obligations and risks upon us,
limit our ability to take certain actions, and could discourage a change in control.

A material amount of our assets represents goodwill and intangible assets, and our net income would be reduced if
our goodwill or intangible assets become impaired.

Legal, Tax, Regulatory and Compliance Risks

If significant tariffs or other trade restrictions on our products or components that are imported from or exported to
China continue or are increased, our business, financial condition and operating results may be materially harmed.

We are subject to international trade compliance regulations, and violations of those regulations could result in fines
or trade restrictions, which could have a material adverse effect on us.

Changes in tax rates or tax regulation or the termination of tax incentives could affect our operating results.

Risks Related to Cybersecurity, Data Privacy and Intellectual Property Protection

We are exposed to risks related to cybersecurity threats and incidents and subject to restrictions of and changes in
laws and regulations governing data privacy and data protection that could have a material adverse effect on our

business.

Our proprietary technology is important to the continued success of our business. Our failure to protect this
proprietary technology may significantly impair our competitive position.

Risks Related to Owning Our Common Stock

Our quarterly operating results have fluctuated, and are likely to continue to vary significantly, which may result in
volatility in the market price of our common stock.

The market price of our common stock has fluctuated and may continue to fluctuate for reasons over which we have

no control.



PART 1

Item 1. Business

MKS Instruments, Inc. (“MKS” or the “Company”) was founded in 1961 as a Massachusetts corporation. We are a
global provider of instruments, systems, subsystems and process control solutions that measure, monitor, deliver, analyze,
power and control critical parameters of advanced manufacturing processes to improve process performance and productivity
for our customers. Our products are derived from our core competencies in pressure measurement and control, flow
measurement and control, gas and vapor delivery, gas composition analysis, electronic control technology, reactive gas
generation and delivery, power generation and delivery, vacuum technology, lasers, photonics, optics, precision motion
control, vibration control and laser-based manufacturing systems solutions. We also provide services relating to the
maintenance and repair of our products, installation services and training. Our primary served markets include
semiconductor, industrial technologies, life and health sciences, research and defense.

Recent Event

On February 4, 2021, we made a proposal to acquire in a cash and stock transaction Coherent, Inc. (“Coherent”), which
had previously announced that it had entered into a definitive agreement with Lumentum Holdings, Inc. (“Lumentum”)
pursuant to which Lumentum would acquire Coherent. Under the terms of our proposal to Coherent, if accepted by Coherent,
Coherent shareholders would receive $115 cash and .7473 of a share of our common stock per share of Coherent common
stock. We would expect to fund the potential transaction with cash on hand and debt financing. The execution of a definitive
merger agreement between Coherent and us would be subject to approval of each party’s board of directors and
completion of the transaction would be subject to customary closing conditions, including receipt of required regulatory
approvals and approval of our and Coherent’s respective stockholders. Completion of the transaction would not be subject
to any financing condition. On February 12, 2021, II-VI Incorporated (“II-VI”’) submitted a separate proposal to acquire
Coherent. While Coherent has publicly announced that both our proposal and that of II-VI could lead to a transaction that is
superior to its pending transaction with Lumentum, it has not yet determined that either proposal is in fact superior. No
assurances can be made that Coherent will accept our proposal.

Where You Can Find More Information

We file reports, proxy statements and other documents with the Securities and Exchange Commission (“SEC”). Our SEC
filings are available to you on the SEC’s website at http://www.sec.gov.

Our website is http://www.mksinst.com. We are not including the information contained in our website as part of, or
incorporating it by reference into, this Annual Report on Form 10-K. We make available free of charge through our website our
Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to these
reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), as soon as reasonably practicable after we electronically file such materials with, or furnish them to, the
SEC.

Markets and Applications

Since our inception, we have focused on satisfying the needs of our customers by establishing long-term collaborative
relationships. We have a diverse base of customers and our primary served markets include semiconductor, industrial
technologies, life and health sciences, research and defense.

We have developed the following two product strategies that have been instrumental in delivering value to our customers
and helping them solve their most complex problems:

o Our Surround the Chamber® products and services include a wide range of products, design and development
services, system level integration, training programs, calibration, service, and repair for our semiconductor
customers. This unique combination of products and services enables our customers to solve the challenges of
ultra-thin layers, new materials and complex 3D structures while maintaining quality and productivity levels. We
have cultivated this strategy over the past two decades by adding critical enabling technologies to our portfolio.

° Our Surround the Workpiece® products and services include product design and development, system level
integration, research and development, system, subsystem and component selection, and maintenance, repair and
calibration services in the field of laser-based guidance and control for manufacturing processes. This strategy



commenced with our acquisition of Newport Corporation (“Newport”) in April 2016 (the “Newport Merger”), and
we extended this strategy further with our acquisition of Electro Scientific Industries, Inc. (“ESI”) in February
2019 (the “ESI Merger™).

We believe there are three secular trends benefitting MKS. First is the impact of a world that continues to be increasingly
interconnected, resulting in an explosion of data transmission, data storage, and data analytics requirements, which drives
continued growth for advanced memory, foundry and logic chip demand. Second is the increasing complexity of technology
transitions in semiconductor manufacturing, which leads to inflections, such as extreme vertical structures and process
engineering at the atomic level. These inflections provide additional growth opportunities for MKS as we believe we are
uniquely positioned to deliver the broadest and deepest portfolio of solutions. Third is the accelerating need for laser-based
precision manufacturing techniques, which are enabled by lasers, photonics, optics, motion, and systems solutions. We believe
our long history and deep expertise in solving critical problems position us well to address these challenges for our customers.

Semiconductor Market

A significant portion of our sales are derived from products sold to semiconductor capital equipment manufacturers and
semiconductor device manufacturers. Our products are used in major semiconductor processing steps, such as depositing thin
films of material onto silicon wafer substrates, etching, cleaning, lithography, metrology and inspection.

Approximately 59%, 49%, and 55% of our net revenues for the years 2020, 2019 and 2018, respectively, were from sales
to semiconductor capital equipment manufacturers and semiconductor device manufacturers.

We anticipate that the semiconductor market will continue to account for a substantial portion of our sales. While the
semiconductor device manufacturing market is global, major semiconductor capital equipment manufacturers are concentrated
in China, Japan, South Korea, Taiwan and the United States.

Advanced Markets

In addition to the semiconductor market, our products are used in the industrial technologies, life and health sciences,
and research and defense markets.

Industrial Technologies

Industrial technologies encompasses a wide range of diverse applications, such as flexible and rigid printed circuit board
(“PCB”) processing/fabrication, glass coating, laser marking, measurement and scribing, natural gas and oil production,
environmental monitoring and electronic thin films. Electronic thin films are a primary component of numerous electronic
products including flat panel displays, light emitting diodes, solar cells and data storage media. Industrial technologies
manufacturers are located in developed and developing countries across the globe.

Life and Health Sciences

Our products for life and health sciences are used in a diverse array of applications, including bioimaging, medical
instrument sterilization, medical device manufacturing, analytical, diagnostic and surgical instrumentation, consumable
medical supply manufacturing and pharmaceutical production. Our life and health sciences customers are located globally.

Research and Defense

Our products for research and defense are sold to government, university and industrial laboratories for applications
involving research and development in materials science, physical chemistry, photonics, optics and electronics materials. Our
products are also sold for monitoring and defense applications including surveillance, imaging and infrastructure protection.
Major equipment providers and research laboratories are concentrated in China, Europe, Japan, South Korea, Taiwan, and the
United States.

Approximately 41%, 51% and 45% of our net revenues in the years 2020, 2019 and 2018, respectively, were from
advanced markets.



International Markets

A significant portion of our net revenues are from sales to customers in international markets. For the years 2020, 2019
and 2018, international net revenues accounted for approximately 55%, 53% and 51% of our total net revenues, respectively. A
significant portion of our international net revenues were from sales to customers in China, Germany, Israel, Japan and South
Korea. We expect that international revenues will continue to account for a significant percentage of total net revenues for the
foreseeable future. In particular, we expect that the proportion of our sales to Asian customers will continue to increase, due in
large part to our acquisition in February 2019 of Electro Scientific Industries, Inc. (“ESI”), as most of the customers we
inherited from the acquisition are located in Asia. Long-lived assets located outside of the United States accounted for
approximately 28% and 39% of our total long-lived assets in 2020 and 2019, respectively. Long-lived assets include property,
plant and equipment, net, right-of-use assets, and certain other assets and exclude goodwill, intangible assets and long-term
tax-related accounts. Long-lived assets located outside of the United States decreased as a percentage of total long-lived assets
in 2020 compared to 2019, primarily due to an increase in right-of-use assets from new leases in the United States in 2020.

Reportable Segments, and Product and Service Offerings

We group our product offerings by the following reportable segments: Vacuum & Analysis, Light & Motion and
Equipment & Solutions. Global Service represents our service offerings and consists of total services from all three of our
reportable segments.

The Vacuum & Analysis segment provides a broad range of instruments, components and subsystems which are derived
from our core competencies in pressure measurement and control, flow measurement and control, gas and vapor delivery, gas
composition analysis, electronic control technology, reactive gas generation and delivery, power generation and delivery and
vacuum technology. Its products include:

° Pressure and Vacuum Control Solutions Products, which consist of direct and indirect pressure measurement.

° Materials Delivery Solutions Products, which include flow and valve technologies as well as integrated pressure
measurement and control subsystems, which provide customers with precise control capabilities.

. Power Delivery Products, which consist of microwave, power delivery systems, radio frequency matching
networks and metrology products. Our power delivery solutions are used to provide energy to various etching,
stripping and deposition processes.

o Plasma and Reactive Gas Products, which consist of reactive gas products, which create reactive species. A
reactive gas is used to facilitate various chemical reactions in the processing of thin films, including the deposition
of films, etching and cleaning of films and surface modifications.

The Light & Motion segment was created in conjunction with the Newport Merger. The Light & Motion segment
provides a broad range of instruments, components and subsystems which are derived from our core competencies in lasers,
photonics, optics, precision motion control and vibration control. Its products include:

° Laser Products, which consist of lasers including ultrafast lasers and amplifiers, fiber lasers, diode-pumped solid-
state lasers, high-energy pulsed lasers and tunable lasers.

° Photonics Products, which include optical components, lens assemblies and vibration isolation solutions. Our
Photonics Products also includes our instruments and motion products, such as high-precision motion stages and
controls, hexapods, photonics instruments for measurement and analysis, and production equipment for test and
measurement.

The Equipment & Solutions segment was created in conjunction with the ESI Merger. The Equipment & Solutions
segment provides a range of laser-based system and test products.

° Laser-based systems for PCB manufacturing, which include flexible interconnect PCB processing systems and
high-density interconnect solutions for rigid PCB manufacturing and substrate processing, as well as passive
component multilayer ceramic capacitor testing.

o Multi-layer ceramic capacitor (“MLCC”) test systems, which include testing of ultra-small form factor MLCCs,
used mainly in smartphones and other consumer electronics and large chip MLCCs, used mainly in automotive and
infrastructure applications.

For further information on our segments, see Note 21 to the Notes to Consolidated Financial Statements contained in Part
II, Item 8 of this Annual Report on Form 10-K.



Global Service includes:

o Installation services and training for many of our products.

o Technical support offices located near many of our customers’ facilities.

° Repair and calibration services at internal service depots and authorized service providers located worldwide.
° Warranties on our products for periods that typically range from one to three years, with the majority of the

warranties on our products ranging from one to two years. We typically provide warranties on our repair services
for periods ranging from 90 days to up to one year, depending upon the type of repair. We also offer extended
warranties ranging from one to five years.

Customers

We sell our products to thousands of customers worldwide, in a wide range of end markets. Revenues from our top ten
customers accounted for approximately 44%, 33% and 41% of net revenues for the years 2020, 2019 and 2018, respectively.
Our two largest customers, Lam Research Corporation and Applied Materials, Inc., accounted for approximately 24%, 18%
and 23% of net revenues for the years 2020, 2019 and 2018, respectively.

Sales and Marketing

Our worldwide sales and marketing organizations are also critical to our strategy of maintaining close relationships with
semiconductor capital equipment manufacturers, semiconductor device manufacturers and manufacturers of advanced
applications. We market and sell our products and services through our global direct sales organization, an international
network of independent distributors and sales representatives, our websites and product catalogs. As of December 31, 2020, we
had approximately 810 sales and marketing employees worldwide. We maintain a marketing staff that identifies customer
requirements, assists in product planning and specifications, and focuses on future trends in the markets we serve.

Research and Development

Our products incorporate sophisticated technologies to measure, monitor, deliver, analyze, power, control and improve
complex semiconductor and advanced manufacturing processes, thereby enhancing uptime, yield and throughput for our
customers. Our products have continuously advanced as we strive to meet our customers’ evolving needs. We have developed,
and continue to develop, new products to address industry trends, such as the shrinking of integrated circuit critical dimensions
and technology inflections, and, in the flat panel display and solar markets, the transition to larger substrate sizes, which
require more advanced processing and process control technology, the continuing drive toward more complex and accurate
components and devices within the handset and tablet market, the transition to 5G for both devices and infrastructure,
supporting the growth in units and via counts of the High Density Interconnect PCB drilling market, and the industry transition
to electric cars in the automotive market. In addition, we have developed, and continue to develop, products that support the
migration to new classes of materials, ultra-thin layers, and 3D structures that are used in small geometry manufacturing.

We involve our marketing, engineering, manufacturing and sales personnel in the development of new products in order
to reduce the time to market for new products. Our employees also work closely with our customers’ development personnel,
helping us to identify and define future technical needs on which to focus research and development efforts. We support
research at academic institutions targeted at advances in materials science, semiconductor process development and photonics.

As of December 31, 2020, we had approximately 770 research and development employees located in facilities around
the world. Our research and development expenses were $173.1 million, $164.1 million and $135.7 million for the years 2020,
2019 and 2018, respectively. Our research and development efforts include numerous projects, none of which are individually
material, and generally have a duration of 3 to 30 months, depending upon whether the product is an enhancement of existing
technology or a new product. Our current initiatives include projects to enhance the performance characteristics of older
products, to develop new products and to integrate various technologies into subsystems.

Manufacturing

Our manufacturing facilities are located in Austria, China, France, Germany, Israel, Italy, Mexico, Romania, Singapore,
South Korea and the United States. Manufacturing activities include the assembly and testing of components and
subassemblies, which are integrated into our products. We outsource some of our assembly work. We purchase a wide range of
electronic, optical, mechanical and electrical components, some of which are designed to our specifications. We consider our
lean manufacturing techniques and responsiveness to customers’ significantly fluctuating product demands to be a competitive
advantage. As of December 31, 2020, we had approximately 3,700 manufacturing-related employees.



Backlog

We generally schedule production of our products based upon our customers’ delivery requirements. Our lead times are
very short, as a large portion of our orders are received and shipped within 90 days. In many cases, orders may be subject to
cancellation or rescheduling by the customer with limited or no penalty. Our backlog at any particular date, therefore, is not
necessarily indicative of actual sales which may be generated for any succeeding period. Historically, our backlog levels have
fluctuated based upon the ordering patterns of our customers and changes in our manufacturing capacity.

Competition
The market for our products is cyclical and highly competitive. Principal competitive factors include:
° product quality, performance and price;
° historical customer relationships;

° breadth of product line;

° ease of use;
o manufacturing capabilities and responsiveness; and
o customer service and support.

Although we believe that we compete favorably with respect to these factors, we can make no assurances that we will
continue to do so.

We encounter substantial competition in most of our product lines, although no single competitor competes with us
across all product lines. Certain of our competitors have greater financial and other resources than we do. In some cases,
competitors are smaller than we are, but are well established in specific product niches.

For example, Advanced Energy Industries, Inc. offers products that compete with our power delivery and reactive gas
generator products. Hitachi Ltd. and Horiba Ltd. products compete with our mass flow controllers. Inficon, Inc. offers products
that compete with our vacuum measurement and gas analysis products and our vacuum gauging products. Brooks Instrument
and VAT, Inc. offer products that compete with our vacuum components. Sigma Koki Co., Ltd. offers products that compete
with our optics and photonics products. Coherent, Inc. offers products that compete with our lasers and photonics instruments.
Qioptiq offers products that compete with our laser and optics products. IPG Photonics, Inc. offers products that compete with
our laser products. Jenoptik AG offers products that compete with our laser, optics, and photonics products. PI miCos GmbH
offers products that compete with our photonics products. Thorlabs, Inc. offers products that compete with our optics, lasers
and photonics products. Trumpf Group, Lumentum Holdings Inc., Edgwave GmbH, Amplitude Systemes SA, Wuhan Raycus
Fiber Laser Technologies Co., Ltd, Maxphotonics Co. Ltd., Photonics Ind, Advanced Optowave Corporation and Light
Conversion UAB offer products that compete with our laser products. Our laser systems primarily compete with laser systems
provided by Via Mechanics, Ltd., EO Technics Co., Ltd., LPKF Laser & Electronics AG, Mitsubishi Electric Corporation, and
Han’s Laser Technology Industry Group Co., Ltd. Our component test products primarily compete with Humo Laboratory
Ltd., as well as component manufacturers that develop systems for internal use.

Patents and Other Intellectual Property Rights

We rely on a combination of patent, copyright, trademark and trade secret laws and license agreements to establish and
protect our proprietary rights. As of December 31, 2020, we owned 669 U.S. patents and 1,453 foreign patents that expire at
various dates through 2040. As of December 31, 2020, we had 98 pending U.S. patent applications. Foreign counterparts of
certain U.S. applications have been filed or may be filed at the appropriate time.

We require each of our employees, including our executive officers, to enter into standard agreements pursuant to which
the employee agrees to keep confidential all of our proprietary information and to assign to us all inventions while they are
employed by us.

Government Regulations

We are subject to various federal, state, local and international laws and regulations relating to the development,
manufacture, sale and distribution of our products and services, and it is our policy to comply with the laws in every



jurisdiction in which we conduct business. Regulations include but are not limited to those related to environment, corruption,
bribery, import and export controls, competition, product safety, workplace health and safety, employment, labor and data
privacy. The following describes certain significant regulations that may have a material effect on our capital expenditures,
earnings and competitive position. For additional information about risks related to government regulations, please refer to
“Risk Factors — Legal, Tax, Regulatory and Compliance Risks” in Part I, Item 1A of this Annual Report on Form 10-K.

Trade Compliance

We are subject to trade compliance laws in both the United States and other jurisdictions where we operate, including
export regulations such as the U.S. Export Administration Regulations, administered by the U.S. Department of Commerce’s
Bureau of Industry and Security, and the International Traffic in Arms Regulation, administered by the Department of State’s
Directorate of Defense Trade Controls.

Environmental Regulations

We are subject to various, federal, state, local and international regulations relating to the protection of the environment,
including those governing discharges of pollutants into the air and water, the management and disposal of hazardous
substances and waste and the cleanup of contaminated sites.

Human Capital

In order to compete and succeed in highly competitive markets and industries that are subject to rapid technological
change, we believe it is critical to attract, motivate and retain a dedicated, talented and innovative team of employees. As part
of these efforts, we strive to foster a diverse, equitable and inclusive community, invest in continuous learning and
development, offer a competitive compensation and benefits program and provide a safe and healthy workplace.

As of December 31, 2020, we had a total workforce of approximately 5,800 individuals across 19 countries, with 26%
located in the Asia-Pacific region, 25% located in Europe and the Middle East and 49% located in North America. Of our total
workforce, approximately 5,400 were employees and approximately 400 were temporary workers. Of our total workforce, 13%
work in research and development, 64% work in operations, manufacturing, service and quality assurance, and 23% work in
sales, order administration, marketing, finance, legal, information technology, general management and other administrative
functions.

Diversity, Equity and Inclusion

At MKS, our commitment to diversity, equity and inclusion is core to our culture. We believe that diversity of gender,
race, ethnicity, sexual orientation, culture, education, background and experience fuels innovation and results as well as
enables our employees to succeed. Our Board of Directors is comprised of 50% female members and is 25% racially diverse,
and our Lead Director is a woman. We have been recognized for our commitment to advancing women’s representation on the
boards of directors of public companies. In addition, our executive team is comprised of 20% female members and is 20%
racially diverse. In 2020, as part of our commitment to diversity, equity and inclusion, over 120 of our leaders around the world
completed a six-week diversity, equity and inclusion program hosted by a consulting firm recognized as best-in-class in the
area of diversity, equity and inclusion capability building. We plan to expand the diversity, equity and inclusion program to our
next level of leaders as well as offer diversity, equity and inclusion training for all employees in 2021. We also proactively
provide our hiring managers with diverse candidate slates in our employee recruiting process.

Learning and Development

MKS is committed to investing in learning and professional development. Our employees have access to a wide range of
programs, classes and resources to help them excel in their careers and share what they learn with their colleagues. Our
performance management process includes performance feedback and career development discussions that are dynamic and
actionable throughout the year. In 2020, we introduced a pilot course to develop our focus on employee engagement, change
management and leadership excellence, which will be broadly rolled out in 2021. In 2020, our leaders also completed the
diversity, equity and inclusion course described above. In addition, we provide financial support for college education and
access to online learning for all employees in local languages to help further the careers of our entire workforce.
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Compensation and Benefits

MKS is committed to providing total compensation packages that attract, motivate and retain our employees.
Additionally, MKS is committed to recognizing and rewarding each employee’s sustained performance and results. In 2020,
we launched a recognition program for all U.S. employees that allows peer-to-peer recognition and recognition by managers;
this program will be expanded globally by the end of 2021. In 2020, we also introduced a global flexible work policy that will
extend beyond the ongoing COVID-19 pandemic. We are committed to ensuring that our total compensation packages are
externally competitive while supporting our business plans and strategies. As employee turnover is an indicator of employee
satisfaction, we monitor turnover globally. MKS has a very stable and committed workforce, as evidenced by low voluntary
turnover. Our 12-month rolling average for voluntary turnover at the end of 2020 was 6.6%. Our employee average tenure is
more than 10 years.

Health and Safety and Pandemic Response

MKS is committed to providing a safe and healthy workplace for all employees. We accomplish this through strict
compliance with applicable laws and regulations regarding workplace safety, including recognition and control of workplace
hazards, tracking injury and illness rates, utilizing a global travel health program and maintaining detailed emergency and
disaster recovery plans.

MKS?’ top priority during the ongoing COVID-19 pandemic has been and continues to be protecting the health and safety
of our employees and their families, our customers and our community. The commitment to this effort is evidenced by the
extensive planning and numerous actions MKS swiftly took to respond to the pandemic, including the development and
implementation of an infectious disease playbook, a work from home program, health check protocols and screenings for all
employees working on site, new process workflows at physical sites to ensure reduced contact for employees working on site,
contact tracing processes and protocols, quarantining and testing protocols for exposure and positive tests, travel guidelines and
protocols to ensure employees who must travel for work can do so safely, and phased return-to-work plans and approval
processes to enable non-manufacturing employees to return to work when permitted by local government regulations. MKS
continues to maintain workplace flexibility such as working remotely where possible to reduce the number of people who are
on site each day. In May 2020, MKS launched a worldwide survey of its people to better understand how remote workers were
doing during the pandemic. The results of this survey have informed our continued response to the COVID-19 pandemic and
were shared with all of our employees.

Additional information regarding MKS” activities related to its people and sustainability can be found in our Corporate
Social Responsibility Brochure, which is accessible through the Corporate Social Responsibility section of our website at
https://www.mksinst.com/corporate-social-responsibility. Our Corporate Social Responsibility Brochure is updated
periodically. This website address is intended to be an inactive textual reference only. None of the information on, or accessible
through, MKS’ website is part of this Annual Report on Form 10-K or is incorporated by reference herein.

Item 1A. Risk Factors

This section describes certain risks we face in our business. Additional risks that we do not yet know of or that we
currently believe are immaterial may also impair our business. If any of the events or circumstances described in this section
actually occurs, our business, financial condition or operating results could suffer, and the market price of our common stock
could decline. In assessing these risks, investors should also refer to the other information contained or incorporated by
reference in this report and our other filings with the Securities and Exchange Commission.

Risks Related to the COVID-19 Pandemic

The COVID-19 pandemic may have a materially adverse effect on our business, financial condition and operating results,
as well as on the operations and financial performance of our customers and suppliers. We are unable to predict the extent
to which the pandemic and related restrictions will impact our business, operations, financial performance and the
achievement of our strategic objectives.

The COVID-19 pandemic has subjected, and continues to subject, our operations, financial performance and financial
condition to a number of risks, including, but not limited to, those discussed below.
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Impact of Governmental Regulatory Actions to Combat the COVID-19 Pandemic

As aresult of the COVID-19 pandemic, governmental authorities across the world have implemented and are continuing
to implement numerous and constantly evolving mandates to try to contain the virus, including manufacturing restrictions,
limits on gatherings, quarantines, shelter-in-place orders, and business shutdowns. Mandates providing for business shutdowns
generally exclude certain essential services, and those essential services commonly include critical infrastructure and the
businesses that support such critical infrastructure, as well as healthcare-related businesses and defense. These regulatory
mandates have impacted and may further impact our workforce and operations, as well as those of our customers and suppliers.
While all of our facilities are currently operational, in some cases they have operated at a diminished capacity, as certain
portions of our business have not met applicable exclusion requirements, and were temporarily halted. Some customers have
had highly limited operations during the pandemic. For example, our research and defense market was negatively impacted in
the first half of 2020 by university and research lab closures resulting from COVID-19. Further, some of our facilities and
some of our suppliers’ facilities have been constricted by government mandates restricting the number or percentage of
personnel that are permitted to work at a facility. Although many government mandates have had specific expiration dates,
some of those mandates have been extended multiple times or lifted and then re-imposed when new cases of the virus have
increased substantially. As a result, there is considerable uncertainty regarding the duration of such government mandates and
potential future restrictions, and complexity in ensuring compliance. Restrictions on our manufacturing, support operations or
workforce, or similar limitations for our vendors and suppliers, could limit our ability to meet customer demand and could have
a material adverse effect on our business, financial condition and operating results.

Impact of the COVID-19 Pandemic on the Global Economy

The COVID-19 pandemic has caused declines in industry and global economic conditions, resulting in adverse regional,
and sometimes global, economic conditions. In the event of a widespread recession or other significant downturn in the
worldwide economy, demand for our products would likely decline and our business would likely be adversely affected, as our
revenue is primarily dependent upon demand from semiconductor manufacturers and other industrial technologies
manufacturers, and these markets are largely driven by demand for electronic products, which demand declines in a recession.

Operations-Related Risks

Across all of our business units, we have faced increased operational challenges stemming from the need to protect our
employees’ health and safety, site closures, workplace disruptions and restrictions on the movement of people, raw materials
and goods, both at our own facilities and at the facilities of our customers and suppliers. A substantial portion of our shipments
occurs shortly after an order is received, and therefore we generally operate with a relatively low level of backlog. While orders
during the COVID-19 pandemic have been strong, the high volume of orders may be attributable to customers increasing their
inventory to reduce their exposure to risks of future supply disruptions, which could result in a sudden and significant decrease
in future customer demand for our products. Our failure to anticipate any sudden decrease in order patterns, and reduce our
costs accordingly, could result in significant excess inventory, and our business, financial condition and operating results could
be harmed. We may also experience customer requests for order delays or cancellations, payment deferrals or other contract
modifications, supply chain liquidity issues, and delayed deliveries and other factors related directly and indirectly to the
COVID-19 pandemic. In addition, any inability to timely perform our obligations under any contract due to government
restrictions, or otherwise as a result of the pandemic, could harm our relationship with customers, result in lost business to
unconstrained competitors or expose us to disputes or potential litigation, which could be costly and have an adverse effect on
our business. Extended periods of disruption to the economy and global supply chain will have a material adverse impact on
our business, financial condition and operation results.

Supply Chain Risks

We have experienced supply chain interruptions as a result of the COVID-19 pandemic. We expect that these
interruptions will continue as long as the pandemic is widespread in our suppliers’ locations. Certain of our suppliers have
faced difficulties maintaining operations in light of government-ordered restrictions and shelter-in-place mandates. If our
suppliers or sub-suppliers are unable to maintain their operations or operating restrictions become more severe, we may
encounter difficulties obtaining supplies, which may cause us to fail to meet customer demand or require us to pay higher
prices for these materials, either of which could harm our business and profitability. For example, some of our key suppliers
located in Malaysia and Mexico have experienced capacity restrictions as a result of government mandates limiting employee
headcount in order to maintain social distancing, as well as employee absenteeism due to fear of contracting COVID-19.
Further, we rely on sole and limited source suppliers for some of our components and subassemblies that are critical to the
manufacturing of our products due to unique component designs as well as specialized quality and performance requirements
needed to manufacture our products, which increases our exposure to supply chain disruptions of these components.
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Additionally, an economic slowdown caused by the COVID-19 pandemic could harm the financial health of our suppliers and
sub-suppliers. Although we regularly monitor the financial health of the companies in our supply chain, financial hardship on
our suppliers or sub-suppliers or their bankruptcy, liquidation or closure, could disrupt our ability to obtain raw materials or
components required to manufacture our products, adversely affecting our operations. Such incidents could also require us to
alter our payment terms with certain suppliers to include certain unfavorable terms to us, including prepaying for raw materials,
which could negatively impact our cash flow.

Employee Productivity Risks

In response to the COVID-19 pandemic, we have modified our business practices with respect to our employees,
including restricting employee travel, requiring employees to telecommute if they can perform their jobs from home,
implementing social distancing measures, enhancing sanitary measures in our facilities, implementing shift changes, and
cancelling attendance at events and conferences. Many of our suppliers and service providers have made similar modifications.
Further, we have required self-isolation for personnel who were, or may have been, exposed to the COVID-19 virus and
required full or partial facility closures in order to implement additional sanitary measures, thus reducing our on-site capacity at
these facilities for periods of time. There is no certainty that these measures will be sufficient to mitigate the risks posed by the
virus, in which case our employees may contract the COVID-19 virus, our ability to perform critical functions could be
harmed, and we may be unable to respond to the needs of our global business. With respect to those employees who are now
working remotely, the resources available to them may not enable them to maintain the same level of productivity and
efficiency, and these and non-remote employees may face additional demands on their time, such as increased responsibilities
resulting from school closures or the illness of family members. While we have experienced only limited absenteeism from
those employees who are required to be on-site to perform their jobs, absenteeism may increase in the future and may harm our
productivity. Further, our increased reliance on remote access to our information systems increases our exposure to potential
cybersecurity breaches. We may take further restrictive actions to mitigate the spread of COVID-19 as government authorities
require or recommend or as we determine to be in the best interests of our employees, customers, partners and suppliers, which
actions may negatively impact our business and results of operations.

Risks Related to Operating a Global Business

We face significant risks from doing business internationally.

Our business is subject to risks inherent in conducting business globally. International revenues account for a significant
portion of total net revenues, with a substantial portion of such sales to customers in Asia (especially China, South Korea,
Japan, Israel, and Taiwan) and Europe (especially Germany). We expect that international revenues will continue to account
for a significant percentage of total net revenues for the foreseeable future, and that in particular, the proportion of our sales to
Asian customers will continue to increase. Additionally, we have substantial international manufacturing, sales and
administrative operations, with significant facilities and employee populations in Europe and Asia, and a substantial portion of
our manufacturing in China, Israel, Mexico and Singapore. Our international operations expose us to various risks, which
include:

o adverse changes or instability in the political or economic conditions in countries or regions where we manufacture
or sell our products, including currency devaluations, debt defaults, lack of liquidity and recessions;

o challenges of administering our diverse business and product lines globally;

° the actions of government regulatory authorities, including embargoes, executive orders, import and export
restrictions, tariffs, currency controls, trade restrictions and trade barriers (including retaliatory actions), license
requirements, environmental and other regulatory requirements and other rules and regulations applicable to the
manufacture, import and export of our products, all of which are complicated and potentially conflicting, often
require significant investments in cost, time and resources for compliance, and may impose strict and severe
penalties for noncompliance;

° political and social attitudes, laws, rules, regulations and policies within countries that favor domestic companies
over non-domestic companies, including customer- or government-supported efforts to promote the development
and growth of local competitors;

° greater risk of violations of applicable U.S. and international anti-corruption and trade laws by our employees,
sales representatives, distributors or other agents;

° longer accounts receivable collection periods and longer payment cycles;

o overlapping, differing or more burdensome tax structures and laws;
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o the potential that certain tax benefits may be revoked or reclaimed;

° adverse currency exchange rate fluctuations;

° reduced or inconsistent protection of intellectual property;

o shipping and other logistics complications;

o the imposition of restrictions on currency conversion or the transfer of funds;

o compliance costs and withholding taxes associated with the repatriation of our overseas earnings;

o increased risk of exposure to significant health concerns (such as COVID-19, Sudden Acute Respiratory

Syndrome, Avian Influenza and the H7N9, Ebola or Zika viruses);

o the expropriation of private enterprises;

o complex and burdensome labor laws and practices in countries where we have employees;

° cultural and management style differences;

° changes in labor conditions and difficulties in staffing and managing each of our foreign operations, including, but

not limited to, the formation of labor unions; and

o increased risk of exposure to civil unrest, terrorism and military activities.

If we experience any of the risks associated with international business, our business, financial condition and operating
results could be significantly harmed.

We have significant facilities and operations and a considerable number of employees in Israel. A number of our
products are manufactured in facilities located in Israel. The Middle East remains a volatile region, and the future of peace
efforts between Israel and neighboring countries remains extremely uncertain. Any armed conflicts or significant political
instability in the region is likely to negatively affect business conditions and could significantly disrupt our operations in Israel,
which would negatively impact our business. Further, many of our employees in Israel are subject to being called for active
military duty under emergency circumstances. If a military conflict or war arises, these individuals could be required to serve
in the military for extended periods of time, and our operations in Israel could be disrupted by the absence of one or more key
employees or a significant number of other employees for a significant period of time. Any such disruption could adversely
affect our business.

The U.S. government has taken actions against certain of our customers, particularly in Asia, including indictments for
various criminal charges, and in some cases, restrictions on doing business with these customers, including the suspension of
our ability to fill outstanding orders. These actions by the U.S. government have caused us, and may in the future cause us, to
lose anticipated revenue from these product sales, the amount of which could be significant. In addition, these or other
customers could elect to purchase products from unaffected non-U.S. competitors, even when trade restrictions are not in place,
jeopardizing our future long-term relationship with them. Further, compliance with regulatory restrictions may cause us to
breach contractual obligations, which could result in costs, penalties and litigation.

Additionally, potential customers in certain countries, particularly in Asia, have a strong preference for technology and
products developed by suppliers based in their home countries. The trade dispute between the U.S. government and the
Chinese government has reinforced and broadened this preference, as these customers and some of our existing customers seek
to avoid the uncertainty related to the trade dispute. While we have attempted to mitigate these issues by establishing a
significant local presence in many of these countries, companies like us that are based outside of these countries remain at a
disadvantage.

Unfavorable currency exchange rate fluctuations may lead to lower operating margins or may cause us to raise or reduce
prices, which could result in reduced sales.

A significant portion of our net revenues are from customers in international markets. For the years 2020, 2019 and 2018,
international net revenues accounted for approximately 55%, 53% and 51% of our total net revenues, respectively. We also
have production facilities where costs are denominated in currencies other than the U.S. dollar. Currency exchange rate
fluctuations could have an adverse effect on our net revenues, expenses and operating results and we could experience losses
with respect to our hedging activities. Unfavorable currency fluctuations could require us to increase or decrease prices to
foreign customers, which could result in lower net revenues from such customers. Alternatively, if we do not adjust the prices
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for our products in response to unfavorable currency fluctuations, our operating results would be adversely affected by
declining net revenues or profit margins for our products in international markets when the sales are translated into U.S.
dollars. Such exchange rate fluctuations could also increase the costs and expenses of our non-U.S. operations when translated
into U.S. dollars or require us to modify our current business practices. In addition, most sales made by our foreign subsidiaries
are denominated in the currency of the country in which these products are sold and the currency they receive in payment for
such sales could be less valuable at the time of receipt as a result of exchange rate fluctuations. We enter into foreign exchange
forward contracts to reduce a portion of our currency exposure arising from intercompany sales of inventory as well as
intercompany accounts receivable and intercompany loans. However, we cannot be certain that our efforts will be adequate to
protect us against significant currency fluctuations or that such efforts will not expose us to additional exchange rate risks.

Risks Related to Our Industries and Markets

Our business depends significantly on capital spending in the semiconductor and consumer electronics industries, which
are characterized by periodic fluctuations that may cause a reduction in demand for our products.

Our business depends upon the capital expenditures of semiconductor device manufacturers, which in turn depends upon
the demand for semiconductors. Approximately 59%, 49% and 55% of our net revenues for the years 2020, 2019 and 2018,
respectively, were from sales to semiconductor capital equipment manufacturers and semiconductor device manufacturers. We
anticipate that sales to these customers will continue to account for a substantial portion of our net revenues. Although our
business is not as dependent upon our industrial technologies market, capital expenditures in consumer electronics can also
have a significant impact on our business, financial condition and operating results. The semiconductor and consumer
electronics industries have historically experienced cyclical variations in product supply and demand. For example, our sales to
semiconductor capital equipment manufacturers and semiconductor device manufacturers sequentially increased 49% in 2020,
sequentially decreased 19% in 2019, and sequentially increased 4% in 2018. These sometimes sudden and severe cycles can
result from many factors, including overall consumer and industrial spending and demand for electronic products that drive
manufacturer production, as well as manufacturers’ capacity utilization, timing of new product introductions and demand for
customers’ products, inventory levels relative to demand and access to affordable capital. The timing, severity and duration of
these market cycles are difficult to predict, and we may not be able to respond effectively to these cycles.

During downturns in the semiconductor and consumer electronics industries, periods of overcapacity have resulted in
rapid and significantly reduced demand for our products, which may result in lower gross margins due to reduced absorption of
manufacturing overhead, as our ability to rapidly and effectively reduce our cost structure in response to such downturns is
limited by the fixed nature of many of our expenses in the near term. Further, our ability to reduce our long-term expenses is
constrained by our need to continue investment in next-generation product technology and to support and service our products.
In addition, due to the relatively long manufacturing lead times for some of the products we sell to these industries, we may
incur expenditures or purchase raw materials or components for products we are unable to sell. As a result, downturns in these
industries may materially harm our business, financial condition and operating results. Conversely, when upturns in these
industries occur, we may have difficulty rapidly and effectively increasing our manufacturing capacity to meet sudden
increases in customer demand. If we fail to do so, we may lose business to our competitors and our relationships with our
customers may be harmed.

Many of the markets and industries that we serve are highly competitive, are subject to rapid technological advancement,
and have narrow design windows, and if we fail to introduce new and innovative products or improve our existing products,
or if our products or the applications we invest in do not achieve widespread adoption, our business, financial condition and
operating results will be harmed.

We operate in highly competitive markets characterized by rapid technological advances, frequent product introductions
and enhancements, changing customer requirements, evolving industry standards, substantial capital investment and increasing
price pressure. Our success depends upon our ability to continuously develop, market and support superior products, processes
and solutions. Factors that could harm our competitive position include:

o Our failure to anticipate demands for new, improved and disruptive technologies;
o Our inability to internally develop or acquire new, improved and disruptive technologies;
o Our investment in emerging applications that do not achieve widespread adoption or significant growth;
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° Delays in introducing new products or enhancements to existing products, many of which are difficult to design
and manufacture because of their sophistication and complexity;

o Reduced manufacturing capabilities, customer service or support;

° Our inability to have semiconductor device manufacturers direct semiconductor capital equipment manufacturers
to use our products at their semiconductor fabrication facilities;

° Failure of our customers to achieve market demand for their products that incorporate our technologies;

° Efforts of our customers to internally develop products that compete with our technologies or to engage
subcontract manufacturers or system integrators to manufacture competitive products on their behalf;

o Competitors that develop products that offer superior performance or technological features;

o Competitors with greater financial, technical, marketing and other resources, including the ability to incur lower
costs due to control over sources of components and raw materials;

o Competitors with greater recognition and stronger presences in specific product niches and/or regions;

o Competitors, particularly in China, that are able to develop low-cost competitive products;

o Difficulties in displacing competitors’ products that are designed into customers’ products; and

o Pricing pressure from our customers and competitors, particularly new competitors that offer aggressive price and

payment terms in an attempt to gain market share, and especially during cyclical downturns in our markets, such as
the semiconductor capital equipment market, where competitors are more likely to seek to maintain or increase
market share, reduce inventory or introduce more technologically advanced or lower-cost products.

Certain of these factors could cause existing customers to defer or cancel orders for our products and could cause
potential customers to place orders for our competitors’ products. This is particularly significant to us, as our success depends
on many of our products being designed into new generations of equipment. Certain markets in which we operate, such as the
semiconductor capital equipment market and the mobile phone market, which is part of our industrial technologies market,
experience cyclicality and unevenness in capital spending. If we are unable to introduce new products in a timely manner or are
otherwise unsuccessful in making sales to customers, we may miss market upturns or fail to have our products or subsystems
designed into our customers’ products. New products designed by capital equipment manufacturers typically have a lifespan of
five to fifteen years. We must develop products that are technologically advanced in a timely manner so that they are
positioned to be chosen for use in each successive generation of capital equipment.

In addition, these factors could prompt us to agree to pricing concessions or extended payment terms with our customers
in connection with expanding into new markets or gaining volume orders, or to improve our customer cost of ownership in
highly competitive applications.

Finally, these factors could render the portfolios of products or lines of business from which we generate significant net
revenues obsolete. If our customers or the industries we serve shift to other technologies, our business, financial condition and
operating results would be harmed.

We offer products for multiple markets and must face the challenges of supporting the distinct needs of each of the markets
we serve.

We offer products for a number of very diverse markets. Because we operate in multiple markets, we must work
constantly to understand the needs, standards and technical requirements of many different applications within these markets,
and must devote significant resources to developing different products for these markets. Product development is costly and
time consuming. We must anticipate trends in our customers’ industries and develop products before our customers’ products
are commercialized. If we do not anticipate our customers’ needs and future activities, we may invest substantial resources in
developing products that do not achieve broad market acceptance. Our growth prospects rely in part on successful entry into
new segments, which depends on our displacing competitors who are more familiar with these markets and better known to
customers. In many cases, we are attempting to enter or expand our presence in these new segments with newly-introduced
products that are not yet proven in the industry. Our decision to continue to offer products to a given market or to penetrate
new markets is based in part on our judgment of the size, growth rate, profitability and other factors that contribute to the
attractiveness of a particular market. If our product offerings in any particular market are not competitive, our analyses of a
market are incorrect or our sales and marketing approach for a market is ineffective, we may not achieve anticipated growth
rates in this market, and our business, financial condition and operating results would be harmed.
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Further, serving diverse markets requires an understanding of different sales cycles and customer types, and the
development and maintenance of a complex global sales team and sales channels to support the markets’ differing needs. It
also requires dynamic operations that can support both complex, customized product builds as well as quick turn-around for
commercial off-the-shelf sales. If we fail to provide the sales and operational support for our diverse markets, our business,
financial condition and operating results would be harmed.

Risks Related to Our Operations

Manufacturing interruptions or delays could affect our ability to meet customer demand and lead to higher costs, while the
failure to estimate customer demand accurately could result in excess or obsolete inventory.

Our business depends on the timely supply of products and services that meet the rapidly changing technical and volume
requirements of our customers, which depends in part on the timely delivery of parts, components and subassemblies from
suppliers, including contract manufacturers. Cyclical industry conditions and the volatility of demand for manufacturing
equipment increase capital, technical, operational and other risks for us and for companies throughout our supply chain. We
may also experience significant interruptions of our manufacturing operations, delays in our ability to deliver products or
services, increased costs or customer order cancellations as a result of:

° volatility in the availability and cost of materials, including rare earth elements;

° information technology or infrastructure failures;

° new regulatory requirements; and

° natural disasters or other events beyond our control (such as earthquakes at our facilities in California and Portland,

Oregon, floods or storms, wildfires, regional economic downturns, pandemics such as COVID-19, social unrest,
political instability, terrorism, or acts of war), particularly where we or our suppliers, subcontractors and contract
manufacturers conduct manufacturing.

In addition, if we need to rapidly increase our business and manufacturing capacity to meet increases in demand or
expedited shipment schedules, this may exacerbate any interruptions in our manufacturing operations and supply chain and the
associated effect on our working capital. Moreover, if actual demand for our products is different than expected, we may
purchase more/fewer parts than necessary or incur costs for canceling, postponing or expediting delivery of parts. If we
purchase inventory in anticipation of customer demand that does not materialize, or if our customers reduce or delay orders, we
may incur excess inventory charges. Any of these factors could materially and adversely affect our business, financial
condition and operating results.

Our dependence on sole and limited source suppliers and international suppliers could affect our ability to manufacture
products and systems.

We rely on sole and limited source suppliers and international suppliers for some of our components and subassemblies
that are critical to the manufacturing of our products due to unique component designs as well as specialized quality and
performance requirements needed to manufacture our products. This reliance involves several risks, including the following:

o the potential inability to obtain an adequate supply of required components;

° quality and reliability problems with components, which in turn adversely affects our products’ quality and
reliability;

o prohibitively higher component prices due to the imposition of tariffs;

o supply chain disruptions resulting from the relocation of our low-cost and sole and limited source suppliers to less-

developed countries, such as the movement of some suppliers from China to the Philippines or Vietnam;
° reduced control over pricing and timing of delivery of components;

° the potential inability of our suppliers to develop technologically advanced products to support our growth and
development of new products; and

° the potential unavailability of service and/or spare parts for critical capital equipment.

We believe we could obtain and qualify alternative sources for most sole and limited source and international supplier
parts; however, the transition time to alternative sources may be long. Seeking alternative sources for these parts could also
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require us to redesign our products, resulting in increased costs, likely shipping delays and the potential need to requalify
products with our customers, particularly those who have “copy exact” requirements. In such an event, any inability to redesign
our products could result in further costs and shipping delays. These increased costs would decrease our profit margins if we
could not pass the costs to our customers. Further, shipping delays could damage our relationships with current and potential
customers and have a material adverse effect on our business and operating results.

Our failure to successfully manage our offshore manufacturing locations or the transition of certain of our products to
other manufacturing locations and/or to contract manufacturers would likely harm our business, financial condition and
operating results.

As part of our continuous cost-reduction efforts, we continue to relocate the manufacture of certain of our existing
product lines and subassemblies to, and initiate the manufacture of certain new products in, our facilities in China, Israel,
Romania and Singapore, as well as to our significant subcontracted operations in Mexico and selected contract manufacturers
in Asia. In the future, we may expand the level of manufacturing, administrative and certain other operations that we perform
offshore to take advantage of cost efficiencies available to us in those or other countries. However, we may not achieve the
significant cost savings or other benefits that we anticipate from moving manufacturing and other operations outside of the
United States, and costs may increase as development and manufacturing expertise increase and labor, material, shipping and
facility-related costs rise, as we have seen in our manufacturing locations in China. If these costs increase to the extent that we
no longer realize suitable gross margins from our products manufactured in these countries, we may need to relocate the
manufacture of these products to other lower-cost regions. Additionally, if we are unable to successfully manage the
relocation, initiation or oversight of the manufacture of these products, our business, financial condition and operating results
would be harmed.

In particular, transferring product lines to other manufacturing locations and/or to our contract manufacturers’ facilities
often requires us to transplant complex manufacturing equipment and processes across a large geographical distance and to
train a completely new workforce concerning the use of this equipment and these processes. In addition, certain of our
customers may require the requalification of products supplied to them in connection with the relocation of manufacturing
operations. If we are unable to manage these transfers and training smoothly and comprehensively, or if we are unable to
complete the requalification of products in a timely manner, we could suffer manufacturing and supply chain delays, excessive
product defects, harm to our operating results and our reputation with our customers, and loss of customers. Further, the
utilization of overseas manufacturing locations and contract manufacturers may require additional customs tariffs or may
require export licenses, which may be difficult or costly to obtain.

Additionally, qualifying contract manufacturers and commencing volume production are expensive and time-consuming
activities, and there is no guarantee we will continue to do so successfully. Further, our reliance on contract manufacturers
reduces our control over the assembly process, quality assurance, production costs and material and component supply for our
products. If we fail to manage our relationship with our contract manufacturers, or if any of our contract manufacturers
experience financial difficulty, or delays, disruptions, capacity constraints or quality control problems in their operations, our
ability to ship products to our customers could be impaired and our competitive position and reputation could be harmed.
Further, if we or our contract manufacturers are unable to negotiate with suppliers for reduced component costs, our operating
results could be harmed.

In addition, our contract manufacturers may terminate our agreements with them upon prior notice to us or immediately
for reasons such as if we become insolvent, or if we fail to perform a material obligation under the agreements. If we are
required to change contract manufacturers or assume internal manufacturing operations for any reason, including the
termination of one of our contract manufacturing contracts, we will likely suffer manufacturing and shipping delays, lost sales,
increased costs and damage to our customer relationships, any of which would harm our business, financial condition and
operating results.

Our products could contain defects, which would increase our costs and seriously harm our business, operating results,
financial condition and customer relationships.

Many of our products are inherently complex in design and, in some cases, require extensive customization and/or
ongoing regular maintenance. Further, the manufacture of these products often involves a highly complex and precise process
and the utilization of specially qualified components that conform to stringent specifications. Several of our products require
highly skilled labor. As a result of the technical complexity of these products, design defects, skilled labor turnover, changes in
our or our suppliers’ manufacturing processes or the inadvertent use of defective or nonconforming materials by us or our
suppliers could adversely affect our manufacturing yields and product reliability. This could in turn harm our business,
operating results, financial condition and customer relationships.

18



We provide warranties for our products, and we accrue allowances for estimated warranty costs at the time we recognize
revenue for the sale of the products. The determination of such allowances requires us to make estimates of product return rates
and expected costs to repair or replace the products under warranty. We establish warranty reserves based on historical
warranty costs for our products. If actual return rates or repair and replacement costs differ significantly from our estimates, our
operating results would be negatively impacted. In particular, our Equipment & Solutions Division’s products are extremely
complex, and have historically had much higher warranty costs as a percentage of net revenues than our other products.

Our customers may discover defects in our products after the products have been fully deployed and operated under peak
stress conditions. In addition, some of our products are combined with products from other suppliers, which may contain
defects. Further, some of our customers use our products in ways other than their intended purpose. As a result, should
problems occur, it may be difficult to identify the source of the problem. If we are unable to promptly identify and fix defects
or other problems, we could experience, among other things:

° loss of customers;

o increased costs of product returns and warranty expenses;

o increased costs required to analyze and mitigate the defects or problems;
o damage to our reputation;

° failure to attract new customers or achieve market acceptance;

° diversion of development, engineering and service resources; and/or

o legal action by our customers.

The occurrence of any of the foregoing factors could seriously harm our business, financial condition and operating
results.

We outsource a number of services to third-party service providers, which decreases our control over the performance of
these functions. Disruptions or delays at our third-party service providers could adversely impact our operations.

We outsource a number of services, including our information technology systems management and certain accounting
functions, to domestic and overseas third-party service providers. While outsourcing arrangements may lower our cost of
operations, they also reduce our direct control over the services rendered. This diminished control may have an adverse effect
on the quality or quantity of products delivered or services rendered, on our ability to quickly respond to changing market
conditions, or on our ability to ensure compliance with all applicable domestic and foreign laws and regulations. In addition,
many of these outsourced service providers, including certain hosted software applications that we use for confidential data
storage, employ cloud computing technology for such storage. These providers of cloud computing systems may be susceptible
to “cyber incidents,” such as intentional cyber-attacks aimed at theft of sensitive data or inadvertent cyber-security
compromises, which are outside of our control. If we do not effectively develop and manage our outsourcing strategies, if
required export and other governmental approvals are not timely obtained, if our third-party service providers do not perform
as anticipated, or do not adequately protect our data from cyber-related security breaches, or if there are delays or difficulties in
enhancing business processes, we may experience operational difficulties (such as limitations on our ability to pay suppliers in
a timely manner), increased costs, manufacturing or service interruptions or delays, loss of intellectual property rights or other
sensitive data, quality and compliance issues, and challenges in managing our product inventory or recording and reporting
financial and management information, any of which could materially and adversely affect our business, financial condition
and operating results.

The loss of net revenues from any one of our major customers would likely have a material adverse effect on us.

Our top ten customers accounted for approximately 44%, 33% and 41% of our net revenues for the years 2020, 2019 and
2018, respectively. Our two largest customers, Lam Research Corporation and Applied Materials, Inc., accounted for
approximately 24%, 18% and 23% of net revenues for the years 2020, 2019 and 2018, respectively. In any one reporting
period, a single customer or several customers may contribute even a larger percentage of our consolidated net revenues.
Further, our Equipment & Solutions Division also depends on a few significant customers for a large portion of its revenue in
any given quarter. The loss of a major customer or any reduction in orders by these customers, including reductions due to
market or competitive conditions, would likely have a material adverse effect on our business, financial condition and
operating results. None of our significant customers has entered into an agreement with us requiring it to purchase any
minimum quantity of our products.
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Attempts to lessen the adverse effect of any loss or reduction of net revenues through the rapid addition of new
customers would be difficult because a relatively small number of companies dominate the semiconductor and consumer
electronics industries. Further, prospective customers typically require lengthy qualification periods prior to placing volume
orders with a new supplier. Our future success will continue to depend upon:

e our ability to maintain relationships with existing key customers;

e our ability to attract new customers and satisfy any required qualification periods;

o our ability to introduce new products in a timely manner for existing and new customers;

o the successes of our original equipment manufacturer (“OEM”) customers in creating demand for their capital

equipment products that incorporate our products; and

o our ability to gain significant customers in new, emerging segments of our markets.

Key personnel may be difficult to attract and retain.

Our ability to maintain and grow our business is directly related to the service of our employees in each area of our
business, as we consider talent to be a significant asset. Our future performance will be directly tied to our ability to hire, train,
motivate and retain qualified personnel, including highly skilled technical, financial, managerial, and sales and marketing
personnel. There is significant competition for personnel in the technology marketplace, particularly in certain geographies
where we are located, including the Boston Area, the San Francisco Bay Area, Orange County, California, China and
Singapore. Also, as a result of the COVID-19 pandemic, employees in our industries are increasingly able to work remotely,
which could increase employee mobility and turnover, making it more difficult for us to attract and retain employees. In
addition, many of our product manufacturing processes and product service require deep technical expertise, and it can be
particularly challenging to identify and attract candidates and retain employees possessing such expertise. We have
experienced and may continue to experience attrition in certain key positions. A related challenge is that our technical talent is
older on average than our peers, and we may have difficulty attracting a sufficient number of younger employees with the
necessary skills to replace employees who retire. If we are unable to hire sufficient numbers of employees with the experience
and skills we need or to retain and motivate our existing employees, our business and operating results would be harmed.

Acquisition Risks

As part of our business strategy, we have entered into and may continue to pursue business combinations and acquisitions
that may be difficult to identify and complete, challenging and costly to integrate, disruptive to our business and our
management, and/or dilutive to stockholder value.

As a part of our business strategy, we have entered into and continue to pursue business combinations and acquisitions.
The acquisitions of Newport in April 2016 and ESI in February 2019 significantly increased our size, including with respect to
net revenues, product offerings, and number of employees and facilities. Our ability to successfully identify suitable acquisition
targets, complete acquisitions on acceptable terms, and efficiently and effectively integrate our acquired businesses into our
organization is critical to our growth. We may not be able to identify target companies that meet our strategic objectives or
successfully negotiate and complete acquisitions with companies we have identified on acceptable terms. Further, we may
incur significant expense in pursuing acquisitions that cannot be completed, or are significantly delayed, due to regulatory or
other restrictions. Additionally, our credit facilities only permit us to make acquisitions under certain circumstances, and also
restrict our ability to incur additional indebtedness in certain circumstances. We may not realize the benefits we anticipate from
these acquisitions because of the following significant challenges:

o the difficulty, distraction, resource requirements, cost and disruption of integrating the operations, technology and
personnel of the acquired companies;

° the potential disruption of our ongoing business and distraction of management;

° possible internal control weaknesses of the acquired companies;

° significant expenses related to the acquisitions, including any resulting shareholder litigation;

o the assumption of unknown or contingent liabilities associated with acquired businesses;

o the potential to incur or record significant cash or non-cash charges or write down the carrying value of intangible

assets and goodwill obtained in the acquisitions, which could adversely impact our cash flow or lower our earnings
in the period or periods for which we incur such charges or write down such assets;
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° potentially incompatible cultural differences between the two companies;

o incorporating the acquired companies’ technology and products into our current and future product lines, and
successfully generating market demand for these expanded product lines;

° potential additional geographic dispersion of operations;
o the difficulty in achieving anticipated synergies and efficiencies;
o the difficulty in leveraging the acquired companies’ and our combined technologies and capabilities across our

product lines and customer base;

o potential sales disruptions as a result of integrating the acquired companies’ sales channels with our sales channels;
and
o our ability to retain key customers, suppliers and employees of the acquired companies.

We may also be placed at a competitive disadvantage by selling products in markets and geographies that are new to us.
In addition, if we are not successful in completing acquisitions that we may pursue in the future, we may be required to re-
evaluate our growth strategy. We may incur substantial expenses and devote significant management time and resources in
seeking to complete proposed acquisitions that may not generate the financial results that we planned to achieve.

In particular, we continue to experience some significant risks associated with the ESI Merger, including our ability to
retain key personnel and to realize the anticipated growth in net revenues from the acquired business, as well as the potential to
incur or record significant cash or non-cash charges or write down the carrying value of intangible assets and goodwill
obtained in the EST Merger, which could adversely impact our cash flow or lower our earnings in the period or periods for
which we incur such charges or write down such assets.

Further, some very significant customers of our laser and motion products compete with our Equipment & Solutions
Division. While our Equipment & Solutions Division is separate from our Light & Motion Division that supplies these laser
and motion products, and we have implemented internal measures intended to segregate competitively sensitive information
that we receive from these customers from our Equipment & Solutions Division, these customers may nonetheless choose to
source their laser and motion products from alternate suppliers, which would result in a potentially significant loss of revenue
for our laser and motion business.

In addition, with future acquisitions, we could use substantial portions of our available cash as all or a portion of the
purchase price. We could also issue additional securities as consideration for these acquisitions, which could cause significant
stockholder dilution, or obtain additional debt financing, which would increase our costs and reduce our future cash flow,
without achieving the desired accretion to our business.

As a result of our previous acquisitions, we have several different decentralized operating and accounting systems. We
will need to continue to modify our accounting policies, internal controls, procedures and compliance programs to provide
consistency across all of our operations. In order to increase efficiency and operating effectiveness and improve corporate
visibility into our decentralized operations, we continue to review opportunities to integrate Enterprise Resource Planning
systems where practical. Any future implementations may risk potential disruption of our operations during the conversion
periods and the implementations could require significantly more management time and higher implementation costs than
currently estimated.

Financial Risks

The terms of our Term Loan Facility and ABL Facility impose significant financial obligations and risks upon us, limit our
ability to take certain actions, and could discourage a change in control.

The total principal balance of our Term Loan Facility, as defined and as described further in Item 7 of this Annual Report
on Form 10-K, at December 31, 2020 was $833 million. Our ABL Facility, as defined and as described further in Item 7 of this
Annual Report on Form 10-K, provides us with a senior secured asset-based revolving credit facility of up to $100 million,
subject to a borrowing base limitation. The total principal balance of our ABL Facility at December 31, 2020 was $0.

A significant portion of the amount outstanding under the Term Loan Facility bears interest at a variable interest rate.
Although we hedge some of the variable interest rate exposure, if interest rates increase, variable rate debt will create higher
debt service requirements, which would adversely affect our cash flows. In addition, our credit ratings could affect the cost and
availability of future borrowings and, accordingly, our cost of capital. Our ratings of our indebtedness reflect each nationally
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recognized statistical rating organization’s opinion of our financial strength, operating performance and ability to meet our debt
obligations. We cannot make any assurances that we will achieve or maintain a particular rating. Moreover, we may be
required to raise substantial additional financing to fund working capital, capital expenditures, acquisitions or other general
corporate requirements. Our ability to obtain additional financing or refinancing will depend on, among other factors, our
financial position and performance, as well as prevailing market conditions and other factors beyond our control. We cannot
make any assurances that we will be able to obtain additional financing or refinancing on terms acceptable to us or at all.

Our Term Loan Facility and ABL Facility contain several negative covenants that, among other things and subject to
certain exceptions, restrict our ability and/or our subsidiaries’ ability to:

o incur additional indebtedness;

o pay certain dividends on our capital stock or redeem, repurchase or retire certain capital stock or certain other
indebtedness;

o make certain investments, loans and acquisitions;

o engage in certain transactions with our affiliates;

. sell assets, including capital stock of our subsidiaries;

o materially alter the business we conduct;

o consolidate or merge;

° incur liens; and

o engage in sale-leaseback transactions.

These restrictions on our ability to engage in or benefit from these actions limit our flexibility in planning for, or reacting
to, changes in and opportunities for our business, such as limiting our ability to engage in mergers and acquisitions. This could
place us at a competitive disadvantage. If the matters described in our other risk factors result in a material adverse effect on
our business, financial condition or operating results, we may be unable to comply with the terms of our credit facilities or
experience an event of default.

Our Term Loan Facility and ABL Facility contain customary events of default, including:

o failure to make required payments;

o failure to comply with certain agreements or covenants;

o materially breaching any representation or warranty;

° failure to pay, or cause acceleration of, certain other indebtedness;
° certain events of bankruptcy and insolvency;

° failure to pay certain judgments; and

° a change in control of us.

The amount of cash available to us for repayment of amounts owed under these credit facilities will depend on our usage
of our existing cash balances and our operating performance and ability to generate cash flow from operations, which will be
subject to financial, business and other factors affecting our operations, many of which are beyond our control. We cannot
provide any assurances that we will generate sufficient cash flow from operations to service our debt obligations. Any failure to
repay these obligations as they become due would result in an event of default under the credit facilities.

If an event of default occurs, the lenders may end their obligation to make loans to us under the credit facilities and may
declare any outstanding indebtedness under these credit facilities immediately due and payable. In such case, we would need to
obtain additional financing or significantly deplete our available cash, or both, to repay this indebtedness. Any additional
financing may not be available on reasonable terms or at all, and significant depletion of our available cash would harm our
ability to fund our operations or execute our broader corporate objectives. If we were unable to repay outstanding indebtedness
following an event of default, then in addition to other available rights and remedies, the lenders could initiate foreclosure
proceedings on substantially all of our assets. Any such foreclosure proceedings or other rights and remedies successfully
implemented by the lenders in an event of default would have a material adverse effect on our business, financial condition and
operating results.
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Further, because a change in control of us constitutes an event of default under these credit facilities, this may be a
deterrent to some potential acquirers, as it would likely require an acquirer to repay any outstanding borrowings under these
credit facilities.

In addition, each of our Term Loan Facility and ABL Facility, each as amended, uses London Interbank Offered Rate
(“LIBOR”) as a reference rate, such that the interest due pursuant to such loans may be calculated using LIBOR (subject to a
stated minimum value). On July 27, 2017, the United Kingdom’s Financial Conduct Authority, which regulates LIBOR,
announced that it desired to phase out LIBOR by the end of 2021. On November 30, 2020, the ICE Benchmark Administration
Limited, which administers LIBOR, announced that it intends to cease publication of certain LIBOR rates, including the
LIBOR rate that we use, on June 30, 2023, although LIBOR may become unavailable before that date. The Alternative
Reference Rates Committee selected the Secured Overnight Financing Rate (“SOFR”), a new index calculated by reference to
short-term repurchase agreements backed by Treasury securities as determined by the Federal Reserve System, as its preferred
replacement for U.S. dollar LIBOR. Prior to the phase-out of LIBOR, we expect to reach agreement with our lenders on an
amendment to our Term Loan Facility and ABL Facility to use SOFR in lieu of LIBOR. We do not expect a significant change
to the effective interest rate on our borrowing as a result of any replacement reference rate. Whether SOFR attains market
acceptance as a LIBOR replacement tool is uncertain. In the event we are unable to reach agreement on a replacement
reference rate, the term loans outstanding under our Term Loan Facility and any revolving loans borrowed under our ABL
Facility from time to time using LIBOR as a reference rate will convert to the base rate, which could result in higher interest
rates on these term loans and any such revolving loans.

A material amount of our assets represents goodwill and intangible assets, and our net income would be reduced if our
goodwill or intangible assets become impaired.

As of December 31, 2020, our goodwill and intangible assets, net, represented approximately $1,579 million, or 40% of
our total assets. Goodwill is generated in our acquisitions when the cost of an acquisition exceeds the fair value of the net
tangible and identifiable intangible assets we acquire. As a result of the EST Merger, we added approximately $474 million of
additional goodwill and intangible assets. Goodwill and indefinite-lived intangible assets are subject to an impairment analysis
at least annually based on the fair value of the reporting unit. Intangible assets relate primarily to the developed technologies,
customer relationships and patents and trademarks acquired by us as part of our acquisitions of other companies and are subject
to an impairment analysis whenever events or changes in circumstances exist that indicate that the carrying value of the
intangible asset might not be recoverable. We will continue to monitor and evaluate the carrying value of goodwill and
intangible assets. If market and economic conditions or business performance deteriorate, the likelihood that we would record
an impairment charge would increase, which impairment charge could materially and adversely affect our financial condition
and operating results.

Legal, Tax, Regulatory and Compliance Risks

If significant tariffs or other trade restrictions on our products or components that are imported from or exported to China
continue or are increased, our business, financial condition and operating results may be materially harmed.

Trade tensions between the United States and China have increased substantially in recent years, resulting in significant
tariff increases, additional sanctions against specified entities, and the broadening of restrictions and license requirements for
specified uses of products. U.S. Government concerns relate to, among other things, national security concerns and the
concept of ‘military/civil fusion’ in China — a national strategy wherein military technologies are developed or produced
alongside commercial, non-military items, often by private companies. In addition to targeted comprehensive sanctions against
specific firms, “Entity List” designations and ‘military end-user’ controls were significantly modified as were some rules
relating to items produced outside the United States that incorporate more than de minimis levels of U.S. controlled content or
derived from U.S. origin technologies. These regulations have resulted in additional tariffs on shipments of our products, parts
and supplies, loss of business and increased administrative burdens. While we have adjusted our practices to ensure compliance
with these regulations, and we will seek to mitigate their impact, there can be no assurances that the current regulations and
tariffs, or additional ones, will not have a material adverse effect on our business.

Since the beginning of 2019, the pace at which regulatory changes have been implemented has been extraordinarily high,
which increases the resources needed to monitor and comply with the regulation, while heightening the risk of non-compliance.
For example, in May 2019, the U.S. Department of Commerce’s Bureau of Industry and Security (“BIS”) added Chinese-based
Huawei Technologies Co., Ltd. (“Huawei”) and 68 of its affiliates onto the BIS Entity List, thereby prohibiting the sale of U.S.
goods to Huawei, without a license from BIS. In August 2019, it added an additional 46 restricted Huawei affiliates to that list.
In May 2020, BIS modified the Foreign Direct Product rule to further restrict Huawei’s ability to source U.S. origin items. The
next month, BIS changed the ‘military end-use’ rule, expanding the list of affected product categories, requiring export licenses
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in certain situations. In August of 2020, BIS added 38 affiliates of Huawei to the Entity List. In December 2020, Hong Kong
lost its favorable trade status, BIS’ named 103 specific companies as ‘military end users’ (mostly in China), and BIS added
Semiconductor Manufacturing International Corporation (“SMIC”) and ten of its affiliates, along with sixty-six other
companies to the Entity List. Accordingly, we have implemented additional monitoring processes and suspended orders from
Huawei, SMIC and certain other Chinese-based customers. We have also been negatively impacted by the cancellation of
orders from customers who are suppliers to these firms.

In addition, China has adopted, and announced its intention to further adopt, new regulations, which could have an
adverse effect on our operations. For example, in response to the imposition of U.S. tariffs in 2018 and 2019, China imposed its
own retaliatory tariffs. In May 2019, China’s Ministry of Commerce (“MOFCOM?”) announced an “unreliable entity list” under
which non-Chinese entities that cut off suppliers to Chinese companies may be subject to government action. In September
2020, it disclosed potential enforcement mechanisms of the unreliable entity list. This regulation has yet to be implemented,
and its effects are unknown at this time.

The ongoing geopolitical and economic uncertainty between the United States and China caused by recent tariffs, Entity
List and ‘military end user’ designations, and foreign-made product rules, and the unknown impact of current and future
Chinese trade regulations, may continue to cause increased costs, restrictions on our ability to sell, or a decreased demand from
customers to purchase, our products, directly and indirectly, which could materially harm our business, financial condition and
operating results. This trade uncertainty has caused, and may continue to cause, customers to delay or cancel orders as they
limit expenditures that could be affected by future actions and evaluate ways to mitigate their own tariff and cost exposure by
sourcing from locally-based suppliers or suppliers based in other countries. Such delays and cancellations could have a material
impact on our business, financial condition and operating results. It is possible that additional restrictions on trade will be
imposed, and that existing tariffs will be increased on imports of our products or the components used in our products and/or
that our business will be impacted by additional retaliatory tariffs or restrictions imposed and/or increased by China or other
countries in response to existing or future tariffs, causing us to potentially lose additional sales and customers, incur increased
costs and lower margins, seek alternative suppliers, raise prices or make changes to our operations, any of which could
materially harm our business, financial condition and operating results.

We are subject to international trade compliance regulations, and violations of those regulations could result in fines or
trade restrictions, which could have a material adverse effect on us.

We are subject to trade compliance laws in both the United States and other jurisdictions where we operate. For example,
exports of our products and technology developed or manufactured in the United States are subject to export controls imposed
by the U.S. Government and administered by the U.S. Departments of Commerce, State and Treasury. Export regulations
govern exports of our products and technology developed or manufactured in other countries, including, for example, Austria,
France, Germany, Israel, Romania and Singapore, and China. In certain instances, these regulations may require obtaining
licenses from the administering agency prior to exporting products or technology to international locations or foreign nationals,
including foreign nationals employed by us in the United States and abroad. For products and technology subject to the U.S.
Export Administration Regulations administered by BIS, the requirement for a license is dependent on the type and end use of
the product and technology, the final destination and the identity and nationality of the end user. Virtually all exports from the
United States of defense articles subject to the International Traffic in Arms Regulations, administered by the Department of
State’s Directorate of Defense Trade Controls, require a license. The Israeli Ministry of Economy and the Defense Export
Control Agency of the Israeli Ministry of Defense administer similar export regulations and license requirements, which apply
to many of our products and technology developed or manufactured in Israel. In addition, the Romanian Ministry of Foreign
Affairs and the Department for Export Controls administer similar export regulations and license requirements, which apply to
many of our products and technology developed or manufactured in Romania. Obtaining export licenses can be difficult and
time-consuming, and we may not be successful in obtaining them. Failure to obtain export licenses to enable product and
technology exports could reduce our net revenues, harm our relationships with our customers and could adversely affect our
business, financial condition and operating results. Compliance with export regulations may also subject us to additional fees
and costs. The absence of comparable export restrictions on competitors, whether due to technical specifications or the
competitor’s geography, may adversely affect our competitive position. In addition, if we or our international representatives or
distributors fail to comply with any of these export regulations, we or they could be subject to civil and criminal and monetary
and non-monetary penalties and costly consent decrees, and we could experience disruptions to our business, restrictions on
our ability to export products and technology, damage to our reputation, and significant harm to our business and operating
results. While we have implemented policies and procedures to comply with these laws, we cannot be certain that our
employees, contractors, suppliers or agents will not violate such laws or our policies.
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Changes in tax rates or tax regulation or the termination of tax incentives could affect our operating results.

As a global company, we are subject to taxation in the United States and various other countries. Significant judgment is
required to determine and estimate worldwide tax liabilities. Our future annual and quarterly effective tax rates could be
affected by numerous factors, including changes in the applicable tax laws; composition of pre-tax income in countries with
differing tax rates; our determinations of tax liabilities; and/or valuation of our deferred tax assets and liabilities.

The enactment of the Tax Cuts and Jobs Act (the “Act”) in December 2017 significantly affected U.S. tax law by
changing how the United States imposes tax on multinational corporations. The U.S. Department of Treasury has broad
authority under the Act to issue regulations and interpretive guidance. Final regulations have not been issued for certain
significant provisions of the Act. In addition, some of the proposed and final regulations that have been issued have been
challenged in court. We have applied available guidance to estimate our tax obligations, but new guidance issued by the U.S.
Treasury Department may cause us to adjust our tax estimates in future periods. The ultimate impact of this Act on our U.S. tax
liabilities is based upon our understanding and interpretation of the regulatory guidance that has been issued regarding the Act.
A new administration took office in January 2021. The new administration has indicated that it is opposed to and will seek to
reverse significant provisions of the Act.

In addition, we are subject to regular examination by the U.S. Internal Revenue Service and state, local and foreign tax
authorities. We regularly assess the likelihood of favorable or unfavorable outcomes resulting from these examinations to
determine the adequacy of our provision for income taxes. Although we believe our tax estimates are reasonable, we can make
no assurances that any final determination of tax liability will not be materially different from the treatment reflected in our
historical income tax provisions and accruals, which could materially and adversely affect our financial condition and
operating results.

In certain foreign jurisdictions, we qualify for tax incentives and tax holidays based on our ability to meet, on a
continuing basis, various tests relating to our employment levels, research and development expenditures and other
qualification requirements in a particular foreign jurisdiction. While we intend to operate in such a manner to maintain and
maximize our tax incentives, we can make no assurances that we have so qualified or that we will so qualify for any particular
year or jurisdiction. If we fail to qualify or remain qualified for certain foreign tax incentives and tax holidays, the tax
incentives we previously received may be terminated and/or retroactively revoked requiring repayment of past tax benefits, and
we would be subject to an increase in our effective tax rate, which would adversely impact our financial results.

We are subject to environmental regulations. If we fail to comply with these regulations, our business could be harmed.

Our operations are subject to various federal, state, local and international laws and regulations relating to environmental
protection, including those governing discharges of pollutants into the air and water, the management and disposal of
hazardous substances and waste and the cleanup of contaminated sites. In the United States, we are subject to the federal
regulation and control of the Environmental Protection Agency (“EPA”), and we are subject to regulations and controls of
comparable authorities in other countries. Some of our operations require environmental permits and controls to prevent and
reduce air and water pollution, and these permits are subject to modification, renewal and revocation by issuing authorities.
Future developments, administrative actions or liabilities relating to environmental matters could have a material adverse effect
on our business, operating results or financial condition.

Although we believe that our safety procedures for using, handling, storing and disposing of such materials comply with
the standards required by applicable federal, state and international laws and regulations, we cannot completely eliminate the
risk of accidental contamination or injury from these materials. We have been, and may in the future be, subject to claims by
employees or third parties alleging such contamination or injury, and could be liable for damages, which liability could exceed
the amount of our liability insurance coverage (if any) and the resources of our business.

Certain portions of the soil at the former facility of our Spectra-Physics lasers business, located in Mountain View,
California, and certain portions of the aquifer surrounding the facility, through which contaminated groundwater flows, are part
of an EPA-designated Superfund site and are subject to a cleanup and abatement order from the California Regional Water
Quality Control Board. Spectra-Physics, which we acquired as part of the Newport acquisition in April 2016 and which had
been acquired by Newport in 2004, along with other entities with facilities located near the Mountain View, California facility,
were identified as responsible parties with respect to this Superfund site, due to releases of hazardous substances during the
1960s, 1970s and 1980s. Spectra-Physics and the other responsible parties entered into cost-sharing agreements covering the
costs of remediating the off-site groundwater impact. The site is mature, and investigations, monitoring and remediation efforts
by the responsible parties have been ongoing for approximately 30 years.
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We have certain ongoing costs related to investigation, monitoring and remediation of the site that have not been material
to us as a whole in the recent past. However, while we benefitted from the indemnification of certain costs by a third party in
the past, that indemnification is now in a transition period, and we will become subject to a greater portion of costs of
remediation going forward. Our ultimate costs of remediation and other potential liabilities are difficult to predict. In the event
that the EPA and the California Regional Water Quality Control Board determine that the site cleanup requires additional
measures to ensure that it meets current standards for environmental contamination, or if they enhance any of the applicable
required standards, we will likely become subject to additional remediation obligations in the future. In addition to our
investigation, monitoring and remediation obligations, we may be liable for property damage or personal injury claims relating
to this site. While we are not aware of any material claims at this time, such claims could be made against us in the future. If
significant costs or other liability relating to this site arise in the future, our business, financial condition and operating results
would be adversely affected.

The environmental regulations that we are subject to include a variety of federal, state, local and international
environmental regulations that restrict the use and disposal of materials used in the manufacture of our products or require
design changes or recycling of our products. If we fail to comply with any present or future regulations, we could be subject to
future liabilities, the suspension of manufacturing or a prohibition on the sale of products we manufacture. In addition, such
regulations could restrict our ability to equip our facilities or could require us to acquire costly equipment, or to incur other
significant expenses to comply with environmental regulations, including expenses associated with the recall of any non-
compliant product and the management of historical waste. For example, the European Union (“EU”) has enacted the
Restriction on the Use of Certain Hazardous Substances in Electrical and Electronic Equipment Directive, which regulates the
use of certain hazardous substances in certain products, and the Waste Electrical and Electronic Equipment Directive, which
requires the collection, reuse and recycling of waste from certain products. Compliance with such laws requires significant
resources. These regulations may require us to redesign our products or source alternative components to ensure compliance
with applicable requirements, for example by mandating the use of different types of materials in certain components. Any
such redesign or alternative sourcing may increase the cost of our products, adversely impact the performance of our products,
add greater testing lead-times for product introductions, or in some cases limit the markets for certain products. Further, such
environmental laws are frequently amended, which increases the cost and complexity of compliance. For example, such
amendments have in the past, and may in the future, result in certain of our products falling in the scope of a directive, even if
they were initially exempt. In addition, certain of our customers, particularly OEM customers whose end products may be
subject to these directives, may require that the products we supply to them comply with these directives, even if not mandated
by law. Because certain directives, for example, those issued from the EU, are implemented in individual member states,
compliance is particularly challenging. Our failure to comply with any of such regulatory requirements or contractual
obligations could result in our being directly or indirectly liable for costs, fines or penalties and third-party claims, and could
jeopardize our ability to conduct business in certain countries.

We are exposed to various risks related to legal proceedings, including product liability claims, intellectual property
infringement claims, contractual claims and securities class action litigation, which if successful, could have a material
adverse effect on our business, financial condition and operating results.

From time to time, we may be involved in legal proceedings or claims regarding product performance, product warranty,
product certification, product liability, patent infringement, intellectual property rights, antitrust, environmental regulations,
securities, contracts, unfair competition, misappropriation of trade secrets, employment, workplace safety, and other matters.

For example, some of our products, such as certain ultrafast lasers, are used in medical and scientific research
applications where malfunctions could result in serious injury. In addition, certain of our products may be hazardous if not
operated properly or if defective. We are exposed to significant risks for product liability claims if death, personal injury or
property damage results from the use of our products. We may experience material product liability losses in the future. We
currently maintain insurance for certain product liability claims. However, our insurance coverage may not continue to be
available on terms that we accept, if at all. This insurance coverage also may not adequately cover liabilities that we incur.
Further, if our products are defective, we may be required to recall or redesign these products. A successful claim against us
that exceeds our insurance coverage level or that is not covered by insurance, or any product recall, could have a material
adverse effect on our business, financial condition and operating results.

In addition, securities class action lawsuits and derivative lawsuits are often brought against companies who have entered
into business combinations and acquisitions. We are currently involved in securities class action litigation in connection with
the acquisition of Newport and previously were involved in a securities class action litigation in connection with the acquisition
of ESI. In each case, the plaintiffs have alleged, among other things, that the then-current directors of each such acquired
company breached their fiduciary duties to their respective shareholders by agreeing to sell such company through an
inadequate and unfair process, leading to inadequate and unfair consideration, by agreeing to unfair deal protection devices,
and by omitting material information from the proxy statement. We, or the companies we acquire, may be subject to additional
securities class action litigation in connection with future business combinations and acquisitions.
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Regardless of the outcome, securities class action litigation such as this can be time-consuming, result in significant
expense to us and diverts attention and resources of our management and other key employees. Costs and expenses, or an
unfavorable outcome in such cases, could exceed applicable insurance coverage, if any. Any such unfavorable outcome could
have a material adverse effect on our business, financial condition, operating results and cash flows.

With respect to our intellectual property, we have from time to time received claims from third parties alleging that we
are infringing certain trademarks, patents or other intellectual property rights held by them. Such infringement claims have in
the past and may in the future result in litigation. Any such litigation could be protracted and costly, and we could become
subject to damages for infringement, or to an injunction preventing us from selling one or more of our products or using one or
more of our trademarks. Such claims could also result in the necessity of obtaining a license relating to one or more of our
products or current or future technologies, which may not be available on commercially reasonable terms or at all. Any
intellectual property litigation and the failure to obtain necessary licenses or other rights or develop substitute technology may
divert management’s attention from other matters and could have a material adverse effect on our business, financial condition
and operating results. In addition, the terms of some of our customer contracts typically require us to indemnify the customer in
the event of any claim of infringement brought by a third party based on our products. Any claims of this kind may have a
material adverse effect on our business, financial condition or operating results.

Although our standard commercial documentation sets forth the terms and conditions that we intend to apply to
commercial transactions with our business partners, counterparties to such transactions may not explicitly agree to our terms
and conditions. In situations where we engage in business with a third party without an explicit written agreement regarding the
applicable terms and conditions, or where the commercial documentation applicable to the transaction is subject to varying
interpretations, we may have disputes with those third parties regarding the applicable terms and conditions of our transaction
with them. These disputes could result in deterioration of our commercial relationship with those parties, costly and time-
consuming litigation, or additional concessions or obligations being offered by us to resolve these disputes, or could impact our
net revenue or cost recognition. Any of these outcomes could materially and adversely affect our business, financial condition
and operating results.

In addition, from time to time in the normal course of business we indemnify parties with whom we enter into
contractual relationships, including customers, suppliers, consultants and lessors, with respect to certain matters. We have
agreed, under certain conditions, to hold these parties harmless against specified losses, such as those arising from a breach of
representations or covenants, negligence or willful misconduct, and other third-party claims that our products and/or
technologies infringe the intellectual property rights of these other third parties. We may be compelled to enter into or accrue
for probable settlements of alleged indemnification obligations, or we may be subject to potential liability arising from our
customers’ involvements in legal disputes. In addition, notwithstanding the provisions related to limitations on our liability that
we seek to include in our business agreements, the counterparties to such agreements may dispute our interpretation or
application of such provisions, and a court of law may not interpret or apply such provisions in our favor, any of which could
result in an obligation for us to pay significant additional damages and engage in costly legal proceedings. It is difficult to
determine the maximum potential amount of liability under any indemnification obligations, whether or not asserted, due to the
unique facts and circumstances that are likely to be involved in any particular claim. Our business, financial condition and
operating results in a reported fiscal period could be materially and adversely affected if we expend significant amounts in
defending or settling any asserted claims, regardless of their merit or outcomes.

Legal proceedings and claims, whether with or without merit, and associated internal investigations, may be time-
consuming and expensive to prosecute, defend or conduct; divert management’s attention and other of our resources; inhibit
our ability to sell our products; result in adverse judgments for damages, injunctive relief, penalties and fines; and negatively
affect our business. We can make no assurances regarding the outcome of current or future legal proceedings, claims or
investigations.

Risks Related to Cybersecurity, Data Privacy and Intellectual Property Protection

We are exposed to risks related to cybersecurity threats and incidents and subject to restrictions of and changes in laws and
regulations governing data privacy and data protection that could have a material adverse effect on our business.

We rely on various information technology networks and systems, some of which are managed by third parties, to
process, transmit and store electronic information and to carry out and support a variety of business activities, including human
resources, manufacturing, research and development, supply chain management, sales and accounting. This data includes
confidential information, transactional information and intellectual property belonging to us, our customers and our business
partners, as well as personally identifiable information. We have experienced, and expect to continue to be subject to,
cybersecurity threats and incidents ranging from employee error or misuse to individual attempts to gain unauthorized access to
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information systems to sophisticated and targeted measures known as advanced persistent threats, none of which have
materially affected our financial condition or operating results to date. While we devote significant resources to network
security, data encryption and other measures to protect our systems and information from unauthorized access or misuse, a
failure in or a breach of our operational or security systems or infrastructure, or those of our suppliers and other business
partners could disrupt our business; result in the disclosure, misuse, corruption or loss of confidential information, including
intellectual property, personally identifiable information and other critical data of ours, our employees, our customers and other
business partners; damage our reputation; cause data privacy issues; decrease the value of our investment in research,
development and engineering; cause losses; result in litigation with third parties; result in investigations and/or fines from
regulatory bodies; and increase our cybersecurity protection and remediation costs.

While we continue to assess and address the implications of existing and new domestic and foreign regulations relating
to data privacy, the evolving regulatory landscape presents a number of legal and operational challenges, and our efforts to
comply with these regulations may be unsuccessful. For example, EU regulations have established a prohibition on the transfer
of personally identifiable information from the EU to other countries whose laws do not protect personal data to an adequate
level of privacy or security. While we have utilized certain permitted approaches for transferring personally identifiable
information from the EU to the United States, these approaches may be reviewed and invalidated by EU courts or regulatory
bodies and we may be required to ascertain an alternative legal basis for such transfers. Additionally, we may also face audits
or investigations by one or more government agencies relating to our compliance with these regulations that could result in the
imposition of penalties or fines, significant expenses in facilitating and responding to the investigations, and overall
reputational harm or negative publicity. The costs of compliance with, and other burdens imposed by, these laws, regulations
and policies including, restrictions on marketing activities, could have a material adverse effect on our business, financial
condition and operating results.

Our proprietary technology is important to the continued success of our business. Our failure to protect this proprietary
technology may significantly impair our competitive position.

Our success and ability to compete depend in large part upon protecting our proprietary technology. We rely on a
combination of patent, trademark and trade secret protection and other agreements, such as nondisclosure agreements, to
protect our proprietary rights. The steps we have taken may not be sufficient to prevent the misappropriation of our intellectual
property, particularly in countries outside the United States, where the laws may not protect our proprietary rights as fully as in
the United States. For example, the patent prosecution and enforcement systems within China, where we have a significant
customer base and manufacturing presence, and where we have recently transferred several important laser product lines, are
less robust than these systems in other international jurisdictions and as a result, we may be limited in our ability to enforce our
intellectual property rights there. We would also likely be at a disadvantage in any enforcement proceeding in China as a
foreign entity seeking protection against a Chinese company. Patent and trademark laws and trade secret protection may not be
adequate to deter third party infringement or misappropriation of our patents, trademarks, trade secrets and similar proprietary
rights. In addition, patents issued to us may be challenged, invalidated or circumvented. The loss or expiration of any of our
key patents could lead to a significant loss of sales of certain of our products and could materially affect our future operating
results. We have in the past and may in the future be subject to or may initiate interference proceedings in the U.S. Patent and
Trademark Office, or similar international agencies, which can demand significant financial and management resources. The
process of seeking patent protection can be time consuming and expensive and patents may not be issued from currently
pending or future applications. Moreover, our existing patents or any new patents that may be issued may not be sufficient in
scope or strength to provide meaningful protection or any commercial advantage to us. We may initiate claims or litigation
against third parties for infringement of our proprietary rights in order to determine the scope and validity of our proprietary
rights or the proprietary rights of our competitors, which claims could result in costly litigation, the diversion of our technical
and management personnel and the assertion of counterclaims by the defendants, including counterclaims asserting invalidity
of our patents. We will take such actions where we believe that they are of sufficient strategic or economic importance to us to
justify the cost.

Risks Related to Owning Qur Common Stock

Our quarterly operating results have fluctuated, and are likely to continue to vary significantly, which may result in
volatility in the market price of our common stock.

A substantial portion of our shipments occurs shortly after an order is received, and therefore we generally operate with a
relatively low level of backlog. As a result, a decrease in demand for our products from one or more customers could occur
with limited advance notice and could have a significant adverse effect on our operating results in any particular period.
Further, we often recognize a significant portion of the revenue of certain of our business lines in the last month of each fiscal
quarter, due in part to the tendency of some customers to wait until late in a quarter to commit to purchase these products as a
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result of capital expenditure approvals and budgeting constraints occurring at the end of a quarter, or the hope of obtaining
more favorable pricing from a competitor. Thus, variations in timing of sales can cause significant fluctuations in our quarterly
sales, gross margin and profitability. Orders expected to ship in one period could shift to another period due to changes in the
timing of our customers’ purchase decisions, rescheduled delivery dates requested by our customers, manufacturing capacity
constraints or logistics delays. Our orders are generally subject to rescheduling without penalty or cancellation without penalty
other than reimbursement for certain labor and material costs. Our operating results for a particular period may be adversely
affected if our customers, particularly our largest customers, cancel or reschedule orders, or if we cannot fill orders in time due
to capacity constraints or unexpected delays in manufacturing, testing, shipping, delivery or product acceptance. Also, we base
our manufacturing plans on our forecasted product mix. If the actual product mix varies significantly from our forecast, we
may not be able to fill some orders, which would result in delays in the shipment of our products and could shift sales to a
subsequent period. All of these risks have a particularly high impact on our Equipment & Solutions Division, which derives
substantial revenue from a few significant customers and the sale of a relatively small quantity of products. A significant
percentage of our expenses are fixed and based in part on expectations of net revenues. Our inability to adjust spending quickly
enough to compensate for any shortfall would magnify the adverse impact of a shortfall in net revenues on our operating
results.

Customers of our high-value, more complex products often require substantial time to qualify our products and make
purchase decisions. In addition, some of our sales to defense and security customers are under major defense programs that
involve lengthy competitive bidding and qualification processes. These customers often perform, or require us to perform,
extensive configuration, testing and evaluation of our products before committing to purchasing them, which can require a
significant upfront investment in time and resources. The sales cycle for these products from initial contact through shipment
varies significantly, is difficult to predict and can last more than a year. If we fail to anticipate the likelihood of, or the costs or
timing associated with, sales of these products, or the cancellation or rescheduling of orders for these products, our business
and operating results would be harmed.

Our worldwide sales to customers in the research and defense markets rely to a large extent on government funding for
research and defense-related programs. Any decline in government funding as a result of reduced budgets in connection with
fiscal austerity measures, revised budget priorities or other causes would likely result in reduced sales of our products that are
purchased either directly or indirectly with government funding, which would have an adverse impact on our operating results.
Concerns regarding the global availability of credit may also make it more difficult for our customers to raise capital, whether
debt or equity, to finance their projects and purchases of capital equipment, which would adversely affect sales of our products
and therefore harm our business and operating results.

Other factors that could cause fluctuations in our financial results include:
o a worldwide economic slowdown or disruption in the global financial markets;

o fluctuations in our customers’ capital spending, industry cyclicality (particularly in the semiconductor and
consumer electronics industries), market seasonality (particularly in the research, defense and consumer electronics
industries), levels of government funding available to our customers (particularly in the life and health sciences,
research and defense markets) and other economic conditions within the markets we serve;

o the timing of the receipt of orders within a given period;

° demand for our products and the products sold by our customers;

o disruption in sources of supply;

o production capacity constraints;

o government regulatory and trade restrictions in the countries we manufacture and sell our products;

o specific features requested by customers;

o natural disasters or other events beyond our control (such as earthquakes, floods or storms, regional economic
downturns, pandemics, social unrest, political instability, terrorism, or acts of war);

° the timing of product shipments and revenue recognition within a given quarter;

° changes in our pricing practices or in the pricing practices of our competitors or suppliers;

° our and our competitors’ timing in introducing new products;
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° engineering and development investments relating to new product introductions, and significant changes to our
manufacturing and outsourcing operations;

° market acceptance of any new or enhanced versions of our products;

° the timing and level of inventory obsolescence, scrap and warranty expenses;

o the availability, quality and cost of components and raw materials we use to manufacture our products;

° changes in our effective tax rates;

o changes in our capital structure, including cash, marketable securities and debt balances, and changes in interest
rates;

o changes in bad debt expense based on the collectability of our accounts receivable;

o the timing, type, and size of acquisitions and divestitures, and related expenses and charges;

° fluctuations in currency exchange rates;

° our expense levels;

o impairment of goodwill and amortization of intangible assets; and

° fees, expenses and settlement costs or judgments against us relating to litigation or regulatory compliance.

As a result of the factors discussed above, among others, we may experience quarterly or annual fluctuations in our
operating results, and our operating results for any period may fall below our expectations or the expectations of public market
analysts or investors. In any such event, the price of our common stock could fluctuate or decline significantly. Consequently,
we believe that quarter-to-quarter and year-to-year comparisons of our operating results, or any other similar period-to-period
comparisons, may not be reliable indicators of our future performance.

The market price of our common stock has fluctuated and may continue to fluctuate for reasons over which we have no
control.

The stock market has from time to time experienced, and is likely to continue to experience, extreme price and volume
fluctuations. Prices of securities of technology companies have been especially volatile and have often fluctuated for reasons
that are unrelated to the operating performance of the companies. Historically, the market price of shares of our common stock
has fluctuated greatly and could continue to fluctuate due to a variety of factors. In the past, companies that have experienced
volatility in the market price of their stock have been the objects of securities class action litigation. If we become the subject
of such securities 