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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. YES x NO ~

Indicate by check mark whether the registrant is a large accelerated filer , an accelerated filer or a non- accelerated filer. See definition of
accelerated filer and accelerated filer in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ~ Non-accelerated filer ~

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES ©~ NO x

APPLICABLE ONLY TO CORPORATE ISSUERS:

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the close of the latest practicable date.

Class Outstanding at July 31, 2007
Common Stock, $0.01 Par Value 115,796,699
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Item 1. Financial Statements

ENTEGRIS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30,

(In thousands, except share data) 2007
ASSETS
Current assets:
Cash and cash equivalents $ 136,535
Short-term investments 2,000
Trade accounts and notes receivable, net of allowance for doubtful accounts of $484 and $822 102,623
Inventories 80,401
Deferred tax assets 45,116
Assets of discontinued operations and assets held for sale 5,268
Other current assets 6,692
Total current assets 378,635
Property, plant and equipment, net of accumulated depreciation of $199,968 and $188,815 123,081
Other assets:
Goodwill 393,314
Other intangible assets, net 59,898
Deferred tax assets 5,331
Other 16,808
Total assets $977,067
LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:
Short-term borrowings and current maturities of long-term debt $ 25,399
Accounts payable 21,300
Accrued liabilities 48,929
Income taxes payable 5,225
Liabilities of discontinued operations 2,389
Total current liabilities 103,242
Long-term debt, less current maturities 2,809
Pension benefit obligation and other liabilities 19,810
Deferred tax liabilities and noncurrent income taxes payable 25,505
Commitments and contingent liabilities
Shareholders equity:
Common stock, par value $0.01; 400,000,000 shares authorized; issued and outstanding shares: 115,687,482 and
132,770,676 1,157
Additional paid-in capital 703,443
Prepaid forward contract for share repurchase (5,000)
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December 31,

2006

$ 154,806
120,168
127,396

93,426
45,149
7,903
7,473

556,321

120,987

394,531
68,877
5,157
11,745

$ 1,157,618

$ 401
24,952
56,479
10,025

842

92,699

2,995
20,356
25,588

1,328
793,058
(5,000)
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Retained earnings 130,649 228,936
Accumulated other comprehensive loss (4,548) (2,342)
Total shareholders equity 825,701 1,015,980
Total liabilities and shareholders equity $977,067 $ 1,157,618

See the accompanying notes to consolidated financial statements.

Table of Contents 5



Edgar Filing: ENTEGRIS INC - Form 10-Q

Table of Conten

ENTEGRIS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

Net sales
Cost of sales

Gross profit
Selling, general and administrative expenses
Engineering, research and development expenses

Operating income
Interest income, net
Other income, net

Income before income taxes and other items below
Income tax expense
Equity in net income of affiliates

Net income from continuing operations
(Loss) income from discontinued operations, net of taxes
Impairment loss on assets of discontinued operations, net of taxes

Total discontinued operations, net of taxes
Net income

Basic earnings (loss) per common share:
Continuing operations

Discontinued operations

Net income

Diluted earnings (loss) per common share:
Continuing operations

Discontinued operations

Net income

Weighted shares outstanding:
Basic
Diluted

See the accompanying notes to consolidated financial statements.
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(Unaudited)

Three Months Ended
June 30,
July 1,
2007 2006
$ 153,508 $ 179,296
88,014 92,315
65,494 86,981
44,317 51,553
9,679 9,977
11,498 25,451
(2,559) (1,897)
(6,074) (799)
20,131 28,147
4,461 9,524
(80) (159)
15,750 18,782
) (589)
(969)
(973) (589)
$ 14,777 $ 18,193
$ 012 $ 014
(0.01)
$ 0.11 $ 0.13
$ 0.12 $ 0.13
(0.01)
$ 0.11 $ 0.13
129,225 137,445
132,293 140,621

Six Months Ended
June 30, July 1,
2007 2006
$313,079 $ 335,702
179,078 175,893
134,001 159,809
90,260 103,250
20,213 19,019
23,528 37,540
(5,376) 3,919)
(6,050) (1,594)
34,954 43,053
8,814 14,460
(104) (195)
26,244 28,788
(115) 758
(969)
(1,084) 758
$ 25,160 $ 29,546
$ 0.20 $ 0.21
(0.01) 0.01
$ 0.19 $ 0.22
$ 0.20 $ 0.20
(0.01) 0.01
$ 0.19 $ 0.21
130,709 137,167
133,763 140,512
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS

(In thousands)

Balance at December 31,
2005

Shares issued under
employee stock plans
Stock-based
compensation expense
Tax benefit associated
with stock plans

Net change in unrealized
gain on marketable
securities, net of tax
Foreign currency
translation adjustments
Net income

Total comprehensive
income

Balance at July 1, 2006

Balance at December 31,
2006
Adoption of FIN No. 48

Adjusted beginning
balance

Shares issued under stock
option plans
Stock-based
compensation expense
Repurchase and
retirement of common
stock

Tax benefit associated
with stock plans
Other, net of tax
Foreign currency
translation adjustments
Net income

Total comprehensive
income
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ENTEGRIS, INC. AND SUBSIDIARIES

(Unaudited)
Prepaid Accumulated
Forward other
Contract comprehensive
Additional for Share Retained income
outstanding Common stock paid-in capital Repurchase earnings (loss) Total
$ 1,360 $ 809,012 $ 206936 $ (4,489 $1,012,819
38 8,613 8,651
8,346 8,346
409 409
205 205
4,597 4,597
29,546 29,546
$ 1,398 $ 826,380 $ 236,482 $ 313 $1,064,573
$ 1,328 $ 793,058 $ (5,0000 $ 228936 $ (2,342) $1,015,980
1,110 1,110
1,328 793,058 (5,000) 230,046 (2,342) 1,017,090
40 27,275 27,315
5,753 5,753
(211) (126,636) (124,557) (251,404)
3,993 3,993
(557) (557)
(1,649) (1,649)
25,160 25,160

EQUITY AND COMPREHENSIVE INCOME

Comprehensive
income
$ 205
4,597
29,546
$ 34348
$ 36
(1,649)
25,160
$ 23,547
7
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Balance at June 30, 2007 115687 $ 1,157 $ 703,443 $ (50000 $ 130,649 $ (4,548) §$ 825,701

See the accompanying notes to consolidated financial statements.
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ENTEGRIS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(In thousands)

Operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Loss (income) from discontinued operations

Depreciation and amortization

Share-based compensation expense

Impairment of property and equipment

Provision for doubtful accounts

Provision for deferred income taxes

Excess tax benefit from employee stock plans

Equity in net earnings of affiliates

Gain on sale of property and equipment

Gain on sale of equity investments

Changes in operating assets and liabilities, excluding effects of acquisitions:
Trade accounts receivable

Inventories

Accounts payable and accrued liabilities

Other current assets

Income taxes payable

Other

Net cash provided by operating activities

Investing activities:

Acquisition of property and equipment

Proceeds from sale of property and equipment

Proceeds from sale of equity investments

Purchases of equity investments

Purchases of short-term investments

Proceeds from sale or maturities of short-term investments
Other

Net cash provided by (used in) investing activities

Financing activities:

Principal payments on short-term borrowings and long-term debt
Proceeds from short-term borrowings

Repurchase and retirement of common stock

Issuance of common stock
Excess tax benefit from employee stock plans

Net cash (used in) provided by financing activities

Discontinued operations:
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Six months ended

June 30,
2007
25,160

1,084
21,527
5,753
394
(286)
1,519
(2,225)
(104)
29
(6,068)

24,102
12,947
(11,087)
762
957
(409)

74,055

(15,182)
1,967
6,568

(5,940)
(269,822)
388,915

(926)

105,580

(188)
25,000

(251,404)
27,315
2,225

(197,052)

July 1,
2006
$ 29,546

(758)
22,200
8,346

306

139
(1,230)
(195)
(536)

(21,332)

(29,345)
92
3,470
12,633
2,711

26,047

(13,367)
2,957

(66,511)
51,087
(326)

(26,160)

(2,800)

8,651
1,230

7,081
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Net cash (used in) provided by operating activities
Net cash provided by investing activities

Net cash (used in) provided by discontinued operations
Effect of exchange rate changes on cash and cash equivalents

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See the accompanying notes to consolidated financial statements.
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(292)

(292)

(562)

(18,271)
154,806

$ 136,535

917
13,063

13,980
625

21,573
142,838

$ 164,411

10



Edgar Filing: ENTEGRIS INC - Form 10-Q

Table of Conten
ENTEGRIS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Entegris is a worldwide developer, manufacturer and supplier of materials integrity management solutions to the microelectronics industry in
general and to the semiconductor and data storage markets in particular. The condensed consolidated financial statements include the accounts of
the Company and its majority-owned subsidiaries. Intercompany profits, transactions and balances have been eliminated in consolidation.

In the opinion of the Company, the accompanying unaudited condensed consolidated financial statements contain all adjustments necessary to
present fairly, in conformity with accounting principles generally accepted in the United States of America, the financial position as of June 30,
2007 and December 31, 2006, the results of operations for the three and six months ended June 30, 2007 and July 1, 2006, and shareholders
equity and comprehensive income, and cash flows for the three and six months ended June 30, 2007 and July 1, 2006.

The preparation of the condensed consolidated financial statements in conformity with accounting principles generally accepted in the United
States requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, particularly receivables,
inventories, accrued expenses and income taxes, and disclosure of contingent assets and liabilities at the date of the condensed consolidated
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Certain amounts reported in previous years have been reclassified to conform to the current year s presentation.

The consolidated financial statements and notes are presented as permitted by Form 10-Q and do not contain certain information included in the
Company s annual consolidated financial statements and notes. The information included in this Form 10-Q should be read in conjunction with
Management s Discussion and Analysis and consolidated financial statements and notes thereto included in the Company s Form 10-K for the
year ended December 31, 2006. The results of operations for the three and six months ended June 30, 2007 are not necessarily indicative of the
results to be expected for the full year.

2. DISCONTINUED OPERATIONS

In June 2007, the Company announced its intent to divest its cleaning equipment business. This divestiture is expected to be completed no later
than June 2008. The cleaning equipment business sells precision cleaning systems to semiconductor and hard disk drive customers for use in
their manufacturing operations. In conjunction with the establishment of management s plan to sell the cleaning equipment business, the fair
value of the assets of that business was tested for impairment and, where applicable, adjusted to fair value less costs to sell. The Company
determined that long-lived assets of $2.4 million were impaired and accordingly recorded a pretax charge to impairment loss on assets of
discontinued businesses. The assets and liabilities of the cleaning equipment business have been classified as assets of discontinued operations
and assets held for sale, and liabilities of discontinued operations in the accompanying consolidated balance sheet.

In February 2006, the Company sold the assets of its gas delivery product line for $15 million. The gas delivery products include mass flow
controllers, pressure controllers and vacuum gauges that are used by customers in manufacturing operations to measure and control process gas
flow rates and to control and monitor pressure and vacuum levels during the manufacturing process. After adjustments for severance, sublease
payments and closing costs, the net proceeds of the sale totaled $13.1 million. As part of the purchase accounting allocation of the acquisition of
Mykrolis Corporation (Mykrolis), the fair value of the assets of the gas delivery product line were classified as assets held for sale as of the date
of the acquisition. Accordingly, the Company adjusted its purchase price allocation related to the assets of the gas delivery product line and did
not recognize a gain or loss from the sale.

Table of Contents 11
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The consolidated financial statements have been reclassified to segregate as discontinued operations the assets and liabilities, and operating
results of, the cleaning equipment and gas delivery product lines for all periods presented. The summary of operating results from discontinued
operations is as follows (in thousands):

Three months ended Six months ended
June 30, July 1, June 30, July 1,

2007 2006 2007 2006
Net sales $ 2,024 $1406 $ 3,530 $ 6,065
Loss from discontinued operations, before income taxes $(2,430) $ (943) $(2,608) $(1,354)
Income tax benefit 1,457 354 1,524 2,112
(Loss) income from discontinued operations, net of taxes $ (973) $ (589) $(1,084) $ 758
Net assets of discontinued operations at June 30, 2007 consisted of the following (in thousands):
June 30,
2007

Accounts receivable $ 1,629

Inventory 3,336

Long-lived assets 303

Total assets 5,268

Current liabilities 2,389

Net assets of discontinued operations $ 2,879

The results of discontinued operations for the six months ended June 30, 2007 included a pre-tax impairment charge of $2.4 million recorded in
the second quarter associated with write-downs of long-lived assets to fair value less cost to sell and a tax benefit of $0.7 million related to a
reduction in the Company s deferred tax asset valuation allowance resulting from the utilization of a capital loss carryforward to offset a portion
of the capital gain on the sale of an equity investment.

The results of discontinued operations for the six months ended July 1, 2006 included a tax benefit of $1.6 million related to the change in the
deferred tax asset valuation allowance. The change in the valuation allowance resulted from the settlement of negotiations regarding the terms of
sale of a discontinued operation which established the characterization of certain gains and losses.

3. DERIVATIVE FINANCIAL INSTRUMENTS

During the first quarter of 2007, the Company entered into a 10-month Japanese yen-based cross-currency interest rate swap, with aggregate
notional principal amounts of 2.4 billion Japanese yen and $20 million that matures on November 30, 2007. This swap effectively hedges a
portion of the Company s net investment in its Japanese subsidiary. During the term of this transaction, the Company will remit to, and receive
from, its counterparty interest payments based on rates that are reset quarterly equal to three-month JPY LIBOR and three-month U.S. LIBOR
rates, respectively. The Company has designated this hedging instrument as a hedge of a portion of the net investment in its Japanese subsidiary,
and will use the spot rate method of accounting to value changes of the hedging instrument attributable to currency rate fluctuations. As such, for
the six months ended June 30, 2007, a $0.4 million adjustment in the fair market value of the hedging instrument related to changes in the spot
rate was recorded as a charge in other comprehensive income and offset changes in a portion of the yen-denominated net investment in the
Company s Japanese subsidiary. Amounts recorded to foreign currency translation within accumulated other comprehensive loss will remain
there until the net investment is disposed. The Company recorded $0.2 million and $0.3 million in interest income during the three-month and
six-month periods ended June 30, 2007 in connection with the cross currency interest rate swap.

Table of Contents 12
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4. INVENTORIES

Inventories consisted of the following (in thousands):

Raw materials
Work-in process
Finished goods
Supplies

Total inventories

5. INTANGIBLE ASSETS AND GOODWILL

June 30, December 31,

2007 2006
$25422 § 30,679
4,513 4,019
49,731 58,032
735 696

$80,401 § 93,426

As of June 30, 2007, goodwill amounted to approximately $393.3 million, a reduction of $1.2 million from December 31, 2006. The decrease
reflected changes to goodwill associated with various tax-related purchase price adjustments related to the Mykrolis acquisition completed in
August 2005 and the allocation of goodwill to the cleaning equipment business described in Note 2.

The changes to the carrying amount of goodwill for the six months ended June 30, 2007 were as follows:

(In thousands)

Beginning of period

Adjustment to Mykrolis purchase price allocation
Impairment of goodwill associated with assets held for sale
Foreign currency translation adjustment

End of period

Six months ended

June 30,
2007
$ 394,531
(839)
(408)
30
$ 393,314

Other intangible assets, net of amortization, of approximately $59.9 million as of June 30, 2007 are being amortized over useful lives ranging

from 2 to 10 years and are as follows (in thousands):

Patents

Unpatented technology

Developed technology

Trademarks and trade names

Customer relationships

Employment and noncompete agreements
Other

Table of Contents

$

amount
17,835
8,139
38,500
9,000
28,000
3,968
4,354

As of June 30, 2007
Gross carrying

Net carrying

Accumulated
amortization value
$ 12,270 $ 5,565
4,948 3,191
16,325 22,175
4,362 4,638
5,844 22,156
3,556 412
2,593 1,761
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$ 109,796

Gross
carrying

amount

$ 17,835
8,139
38,500
9,000
28,000
3,968
4,349

$ 109,791

$ 49,898 $ 59,898
As of December 31, 2006
Net
carrying
Accumulated
amortization value
$ 11,228 $ 6,607
4,542 3,597
12,020 26,480
3,212 5,788
4,303 23,697
3,439 529
2,170 2,179
$ 40,914 $ 68,877
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Aggregate amortization expense for the three-month and six-month periods ended June 30, 2007 amounted to $4.6 million and $9.3 million,
respectively. Estimated amortization expense for calendar years 2007 to 2011 and thereafter is approximately $17.9 million, $15.8 million, $13.5
million, $8.1 million, $4.6 million and $6.8 million, respectively.

6. WARRANTY

The Company accrues for warranty costs based on historical trends and the expected material and labor costs to provide warranty services. The
majority of products sold are covered by warranties for periods ranging from 90 days to one year. The following table summarizes the activity
related to the product warranty liability during the three-month and six-month periods ended June 30, 2007 and July 1, 2006 (in thousands):

Three months ended Six months ended
June 30, June 30, July 1,
July 1,
2007 2006 2007 2006
Balance at beginning of period $2392 $2,004 $1,824 $1,840
Accrual for warranties during the period 135 361 938 1,078
Adjustment of unused previously recorded accruals (159) (337) (160) (409)
Settlements during the period (160) 478) (394) (959)
Balance at end of period $2208 $1,550 $2,208 $1,550

7. RESTRUCTURING COSTS

In November 2005, the Company announced that during 2006 it would close its manufacturing plant located in Bad Rappenau, Germany and
relocate the production of products made in that facility to other existing manufacturing plants located in the United States and Asia. In addition,
the Company moved its Bad Rappenau administrative center to Dresden, Germany. In connection with these actions, the Company incurred
charges for employee severance and retention costs (generally over the employees required remaining term of service), and asset impairment and
accelerated depreciation.

Severance and retention costs, mainly classified as selling, general and administrative expense (income), totaled $(0.1) million and $3.4 million
for the six-month periods ended June 30, 2007 and July 1, 2006, respectively. Other costs of $0.4 million and $0.9 million related to fixed asset
write-offs and accelerated depreciation, classified in cost of sales, were also recorded for the six-month periods ended June 30, 2007 and July 1,
2006, respectively.

The Company s facility in Bad Rappenau became available for sale during the third quarter of 2006 and was classified in assets held for sale as of
March 31, 2007 and December 31, 2006 at carrying values of $1.8 million and $2.2 million, respectively. During the second quarter of 2007, the
Company sold the facility for $1.9 million.

For the three-month and six-month periods ended June 30, 2007 and July 31, 2006, the accrued liabilities, provisions and payments associated
with the employee severance and retention costs of the Bad Rappenau restructuring activity were as follows (in thousands):

Three months ended Six months ended
June 30, June 30,
July 1, July 1,
2007 2006 2007 2006

Accrued liabilities at beginning of period $ 130 $ 633 $ 641 $ 568
Provision (reversal) (122) 1,645 (145) 3,407
Payments ®) (785) (496) (2,482)
Accrued liabilities at end of period $ $ 1,493 $ $ 1,493
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8. INCOME TAXES

In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statement
No. 109 (FIN No. 48). FIN No. 48 became effective for the Company as of January 1, 2007. FIN No. 48 defines the threshold for recognizing
the benefits of tax positions in the financial statements as more-likely-than-not to be sustained upon examination. The interpretation also
provides guidance on the de-recognition, measurement and classification of income tax uncertainties, along with any related interest and
penalties. FIN No. 48 also requires expanded disclosure at the end of each annual reporting period, including a tabular reconciliation of
unrecognized tax benefits.

The Company adopted the provisions of FIN No. 48 on January 1, 2007. As a result of the implementation of FIN No. 48, the Company
recognized a decrease of $1.1 million in the liability for unrecognized tax benefits, which was accounted for as an increase to the January 1,

2007 balance of retained earnings. After recognizing the decrease in liability noted above, the Company s unrecognized tax benefits totaled $11.7
million and $11.6 million as of the date of adoption and June 30, 2007 respectively. During the quarter ended June 30, 2007, there was a
reduction of $0.1 million in the amount of unrecognized tax benefits as the result of the expiration of a statue of limitations. Included in the
balance at January 1, 2007 are $9.3 million of unrecognized tax positions, the recognition of which would not affect the annual effective income
tax rate. Of those tax positions, $7.0 million were estimated as part of an acquisition and would result in a decrease to goodwill should they
become realizable. There were no material changes to these latter two balances during the quarter ended June 30, 2007.

The Company and its subsidiaries file income tax returns in the U.S. federal jurisdiction and in various state and foreign jurisdictions. The
Company is no longer subject to U.S. federal income tax examinations for years before 2004 and, with few exceptions, is no longer subject to
foreign income tax examinations, state and local or non-U.S. income tax examinations by tax authorities for years before 2001.

The German tax authorities are currently examining certain tax returns for the years 2001 through 2005. To date, there are no proposed
adjustments that will have a material impact on the Company s financial position or results of operations. During the quarter ended June 30,
2007, the Korean tax authorities concluded an examination of certain tax returns for the years 2001 through 2005. The examination resulted in
an immaterial adjustment of the Company s tax liability.

Included in the balance of unrecognized tax benefits at January 1, 2007 are $0.8 million of tax positions for which the ultimate deductibility is
highly certain, but for which there is uncertainty about the timing of such deductibility. Because of the impact of deferred tax accounting, other
than interest and penalties, a change in the timing of deductibility would not affect the annual effective tax rate, but would accelerate the
payment of cash to the taxing authorities to an earlier period. There were no material changes to this balance during the quarter ended June 30,
2007.

The Company recognizes interest accrued related to unrecognized tax benefits in interest expense and penalties in operating expenses. The
Company had approximately $2.2 million accrued at January 1, 2007 for the payment of interest and penalties. During the three-month and
six-month periods ended June 30, 2007, the Company recognized approximately $0.1 million and $0.2 million, respectively, in potential interest
associated with uncertain tax positions.

The Company does not anticipate that the total unrecognized tax benefits will significantly change prior to June 30, 2008.

The year-to-date effective tax rate was 25.2% in 2007 compared to 33.6% in 2006 period. In both periods, the Company s tax rate was lower than
statutory rates due to the benefits associated with export activities and tax holidays. The 2007 effective tax rate was also lower due to legislation
in Germany that provides the Company a corporate income tax refund of $0.8 million.
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The second quarter results of loss from discontinued operations in 2007 included a tax benefit of $0.7 million related to a reduction in the
Company s deferred tax asset valuation allowance resulting from the utilization of a capital loss carryforward to offset a portion of the capital
gain on the sale of an equity investment. The year-to-date results of income from discontinued operations in 2006 included a tax benefit of $1.6
million recorded in the first quarter related to the change in the Company s deferred tax asset valuation allowance. The change in the valuation
allowance resulted from the settlement of negotiations regarding the terms of sale of a discontinued operation which established the
characterization of certain gains and losses.

9. REVOLVING CREDIT AGREEEMENT

During the quarter ended June 30, 2007, the Company s executed a new unsecured revolving credit agreement, which expires in June 2010,
allows for aggregate borrowings of up to $85 million with interest at LIBOR rates plus an incremental factor ranging from 0.75% to 1.25%
based on the current funded debt to EBITDA ratio (as defined therein). Under the unsecured revolving credit agreement, of which $25 million is
a one-year term note, the Company is prohibited from paying cash dividends. The Company is also subject to, and is in compliance with, certain
financial covenants including a leverage ratio of funded debt to EBITDA (as defined therein) of not more than 3.00 to 1.00. In addition, the
Company must maintain consolidated aggregate amounts of cash and cash equivalents (which under the agreement may also include auction rate
securities classified as short-term investments) of not less than $50 million. Borrowings outstanding under the revolving credit agreement were
$25.0 million at June 30, 2007.

10. SHARE-BASED COMPENSATION EXPENSE

The Company accounts for the measurement and recognition of compensation expense for all share-based payment awards made to employees
and directors under Statement of Financial Accounting Standards No. 123 (revised 2004), Share-Based Payment, (SFAS 123(R)). Total
share-based compensation expense recorded under SFAS 123(R) for the six months ended June 30, 2007 and July 1, 2006 was $5.8 million and
$8.3 million, respectively.

Share-based payment awards in the form of restricted stock awards for 0.7 million shares and 1.1 million shares were granted to employees
during the six months ended June 30, 2007 and July 31, 2006, respectively. The awards generally vest annually over a four-year period.
Compensation expense for these awards is based on the grant date fair value of the Company s common stock and is being recognized using the
straight-line single-option method based on the portion of share-based payment awards ultimately expected to vest. The weighted average grant
date fair value of these share-based payment awards was $11.39 per share and $10.46 per share in 2007 and 2006, respectively.

During the six months ended June 30, 2007 and July 1, 2006, the Company also made awards of restricted stock to be issued upon the
achievement of performance conditions (Performance Shares) under the Company s stock incentive plans for up to 0.9 million shares and
0.9 million shares, respectively.

For Performance Share awards granted in 2006, 25% of the shares are available to be awarded each of the ensuing four years, if and to the extent
the financial performance criteria for fiscal years 2006 through 2009 are achieved. The number of performance shares earned in a given year
may vary based on the level of achievement of financial performance objectives for that year. If the Company s performance for a year fails to
achieve the specified performance threshold, then the performance shares allocated to that year are forfeited. Each annual tranche will have its
own service period beginning at the date (the grant date) at which the Board of Directors establishes the annual performance targets for the
applicable year, or January 1 of that year, whichever occurs later. Compensation expense to be recorded in connection with the Performance
Shares is based on the grant date fair value of the Company s common stock on the date the financial performance criteria are established for
each annual tranche. Awards of Performance Shares are expensed over the service period based on an evaluation of the probability of achieving
the performance objectives.

For Performance Share awards granted in 2007, 50% of the shares are available to be awarded if and to the extent that financial performance
criteria for fiscal year 2007 are achieved, while the remaining 50% of the
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shares are available to be awarded if and to the extent that financial performance criteria for the three-year period including fiscal years 2007
through 2009 are achieved. The number of performance shares earned may vary based on the level of achievement of financial performance
criteria indicated. If the Company s performance fails to achieve the specified performance threshold, then the performance shares are forfeited.
Compensation expense to be recorded in connection with the 2007 Performance Shares is based on the grant date fair value of the Company s
common stock on the date the financial performance criteria were established. All shares earned in connection with the 2007 Performance Share
awards are also subject to service conditions. Shares available upon attainment of the financial performance criteria for fiscal year 2007 vest
annually over a four-year period, while shares available upon attainment of the financial performance criteria for the three-year period from
fiscal years 2007 through 2009 will be three-quarters vested at the end of 2009, with the final 25% vesting in 2010.

11. OTHER INCOME

Other income in the three-month and six-month periods ended June 30, 2007 includes a gain of $6.1 million ($3.8 million after taxes) on the sale
of the Company s interest in a privately-held equity investment accounted for using the cost method. Proceeds from the sale totaled $6.6 million.

12. EARNINGS PER COMMON SHARE

The following table presents a reconciliation of the denominators used in the computation of basic and diluted earnings per share (in thousands).

Three months

ended Six months ended
June 30, June 30, Julyl1,
July 1,
2007 2006 2007 2006
Basic earnings per share-weighted common shares outstanding 129,225 137,445 130,709 137,167
Weighted common shares assumed upon exercise of stock options and vesting of restricted stock 3,068 3,176 3,054 3,345
Diluted earnings per share-weighted common shares and common shares equivalent outstanding 132,293 140,621 133,763 140,512

13. SHARE REPURCHASE

In May 2007, the Company s Board of Directors authorized a self-tender offer program to acquire up to $250 million of the Company s stock. A
modified Dutch Auction tender offer began on May 11, 2007, and expired on June 8, 2007, and was subject to the terms and conditions
described in the offering materials mailed to the Company s shareholders and filed with the Securities and Exchange Commission. The tender
offer was completed on June 14, 2007 with the Company purchasing 21.1 million shares of its common stock at a price of $11.80 per share. The
Company incurred $2.3 million in costs associated with the tender offer for a total cost of approximately $251.4 million. Following the
completion of this tender offer, the Company had approximately 115.7 million shares of common stock outstanding.

14. RECENT ACCOUNTING PRONOUNCEMENTS

In June 2006, the Financial Accounting Standards Board (FASB) ratified the Emerging Issues Task Force (EITF) consensus on EITF Issue

No. 06-3 How Taxes Collected From Customers and Remitted to Governmental Authorities Should Be Presented in the Income Statement (That
Is, Gross versus Net Presentation)(EITF No. 06-3). The scope of EITF No. 06-3 includes any tax assessed by a governmental authority that is
directly imposed on a revenue-producing transaction between a seller and a customer, and provides that a company may adopt a policy of
presenting taxes either gross within revenue or on a net basis.
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For any such taxes that are reported on a gross basis, a company should disclose the amounts of those taxes for each period for which an income
statement is presented if those amounts are significant. This statement is effective to financial reports for interim and annual reporting periods
beginning after December 15, 2006. EITF No. 06-3 became effective for the Company as of January 1, 2007. The Company collects various
sales and value-added taxes on certain product and service sales, which are accounted for on a net basis.

In September 2006, the FASB issued Statement of Financial Accounting Standard (SFAS) No. 157, Fair Value Measurements (SFAS No.157).
This statement provides a single definition of fair value, a framework for measuring fair value and expanded disclosures concerning fair value.
Previously, different definitions of fair value were contained in various accounting pronouncements, creating inconsistencies in measurement
and disclosures. SFAS No. 157 applies under those previously issued pronouncements that prescribe fair value as the relevant measure of value,
except SFAS No. 123(R) and related interpretations and pronouncements that require or permit measurement similar to fair value, but are not
intended to measure fair value. SFAS No. 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007 and
interim periods within those fiscal years. The Company has not yet determined the impact on its consolidated financial statements, if any, of
adopting the provisions of SFAS No. 157.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities - Including an
amendment of FASB Statement No. 115 (SFAS No. 159). SFAS No. 159 permits entities to choose to measure many financial instruments and
certain other items at fair value. The objective is to improve financial reporting by providing entities with the opportunity to mitigate volatility in
reported earnings caused by measuring related assets and liabilities differently without having to apply complex hedge accounting provisions.
SFAS 159 is effective as of the beginning of fiscal years that begin after November 15, 2007. The Company has not yet determined the impact
on its consolidated financial statements, if any, of adopting the provisions of SFAS No. 159.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

Overview

Entegris, Inc. is a leading provider of materials integrity management products and services that purify, protect and transport the critical
materials used in key technology-driven industries. Entegris derives most of its revenue from the sale of products and services to the
semiconductor and data storage industries. The Company s customers consist primarily of semiconductor manufacturers, semiconductor
equipment and materials suppliers, and hard disk manufacturers which are served through direct sales efforts, as well as sales and distribution
relationships, in the United States, Asia, Europe and the Middle East.

The Company offers a diverse product portfolio which includes more than 13,000 standard and customized products that we believe provide the
most comprehensive offering of materials integrity management products and services to the microelectronics industry. Certain of these products
are unit driven and consumable products that rely on the level of semiconductor manufacturing activity to drive growth, while others rely on
expansion of manufacturing capacity to drive growth. The Company s unit driven and consumable product class includes wafer shippers, disk
shipping containers and test assembly and packaging products, membrane based liquid filters and housings, metal based gas filters and resin
based gas purifiers, as well as PVA roller brushes for use in post CMP cleaning applications. The Company s capital expense driven products
include its process carriers that protect the integrity of in-process wafers, components, systems and subsystems that use electro-mechanical,
pressure differential and related technologies, to permit semiconductor and other electronics manufacturers to monitor and control the flow and
condition of process liquids used in these manufacturing processes.

The Company s fiscal year is the calendar period ending each December 31. The Company s fiscal quarters consist of 13-week periods that end
on Saturday. The Company s fiscal quarters in 2007 end on March 31, 2007, June 30, 2007, September 29, 2007 and December 31, 2007.
Unaudited information for the three and six months ended June 30, 2007 and the financial position as of June 30, 2007 and December 31, 2006
are included in this Quarterly Report on Form 10-Q.

Forward-Looking Statements

The information in this Management s Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking
statements. These statements are subject to risks and uncertainties. These forward-looking statements could differ materially from actual results.
The Company assumes no obligation to publicly release the results of any revision or updates to these forward-looking statements to reflect
future events or unanticipated occurrences. This discussion and analysis should be read in conjunction with the Consolidated Financial
Statements and the related Notes, which are included elsewhere in this report.

Key operating factors Key factors which management believes have the largest impact on the overall results of operations of Entegris, Inc.
include:

The level of sales Since a large portion of the Company s product costs (excepting raw materials, purchased components and direct
labor) are largely fixed in the short/medium term, an increase or decrease in sales affects gross profits and overall profitability
significantly. Also, increases or decreases in sales and operating profitability affect certain costs such as incentive compensation and
commissions, which are highly variable in nature. The Company s sales are subject to effects of industry cyclicality, technological
change and substantial competition, including pricing pressures.

The variable margin on sales The Company s variable margin on sales is determined by selling prices, and the costs of
manufacturing and raw materials. This is also affected by a number of factors, which include the Company s sales mix, purchase
prices of raw material (especially resin and purchased components), competition, both domestic and international, direct labor costs,
and the efficiency of the Company s production operations, among others.
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The Company s fixed cost structure Increases or decreases in sales have a large impact on profitability. There are a number of large

fixed or semi-fixed cost components, which include salaries, indirect labor and benefits, lease expense, and depreciation and

amortization. It is not possible to vary these costs easily and in the short term as volumes fluctuate. Thus changes in sales volumes

can affect the usage and productivity of these cost components and can have a large effect on the Company s results of operations.
Overall Summary of Financial Results for the Three and Six Months Ended June 30, 2007

For the three months ended June 30, 2007, net sales decreased 14% to $153.5 million from the comparable period last year, due to lower demand
for certain of the Company s products, mainly reflecting the demand drivers of the semiconductor industry. The sales comparison is positively
affected by approximately $0.7 million due to the year-over-year strengthening of certain international currencies versus the U.S. dollar over the
period, most notably the Euro. Sales were down 4% on a sequential basis from the first quarter of calendar 2007. Reflecting the year-over-year
sales decrease, the Company reported lower gross profits and a reduced gross margin.

For the six-month period ended June 30, 2007, net sales decreased 7% to $313.1 million from the comparable period last year. The sales
comparison is positively affected by approximately $1.4 million due to the year-over-year strengthening of certain international currencies
versus the U.S. dollar over the period, most notably the Euro. Reflecting the year-over-year sales decrease, the Company reported lower gross
profits and a reduced gross margin.

The Company s selling, general and administrative (SG&A) costs decreased by $7.2 million and $13.0 million for the three-month and six-month
periods, respectively. These reductions reflected lower costs incurred by the Company in connection with the integration activities associated

with the merger with Mykrolis as well as the benefit of lower salaries and other costs resulting from the realignment of activities after the

merger.

The Company reported income from continuing operations of $15.8 million for the three-month period compared to income from continuing
operations of $18.8 million in the comparable prior year period, while income from continuing operations of $26.2 million for the six-month
period compared to income from continuing operations of $28.8 million in the year ago period.

During the six months ended June 30, 2007, the Company generated cash of $74.1 million from operations as the cash generated by the

Company s net earnings, non-cash charges and the net positive impact of changes in operating assets and liabilities, most notably accounts
receivable and inventory. Cash, cash equivalents and short-term investments were $138.5 million at June 30, 2007, compared with $275.0

million at December 31, 2006, reflecting the use of $251.4 million used to purchase the Company s common shares in connection with its second
quarter Dutch auction tender offer.

In June 2007, the Company announced that it will divest its cleaning equipment business. In conjunction with the establishment of management s
second quarter plan to sell the cleaning equipment business, the fair value of the assets of that business was tested for impairment and, where
applicable, adjusted to fair value less costs to sell. The Company determined that long-lived assets of $2.4 million were impaired and

accordingly recorded a pretax charge to impairment loss on assets of discontinued businesses. The assets and liabilities, and operating results, of
the business divested have been classified as discontinued operations for all periods presented.

Critical Accounting Policies

Management s discussion and analysis of financial condition and results of operations is based upon the Company s consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these
consolidated financial statements requires the Company to make estimates, assumptions and judgments that affect the reported amounts of
assets, liabilities, revenues and expenses and related disclosure of contingent assets and liabilities. At each balance sheet date, management
evaluates its estimates, including, but not limited to, those related to accounts receivable, warranty and sales return obligations, inventories,
long-lived assets, and income taxes. The Company bases its estimates on historical experience and on various other assumptions that are
believed to be reasonable
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under the circumstances. Actual results may differ from these estimates under different assumptions or conditions. The critical accounting
policies affected most significantly by estimates, assumptions and judgments used in the preparation of the Company s consolidated financial
statements are discussed below.

Net Sales The Company s net sales consist of revenue from sales of products net of trade discounts and allowances. The Company recognizes
revenue upon shipment, primarily FOB shipping point, when evidence of an arrangement exists, contractual obligations have been satisfied, title
and risk of loss have been transferred to the customer and collection of the resulting receivable is probable based upon historical collection
results and regular credit evaluations. In most transactions, the Company has no obligations to its customers after the date products are shipped
other than pursuant to warranty obligations. In the event that significant post-shipment obligations or uncertainties exist such as customer
acceptance, revenue recognition is deferred as appropriate until such obligations are fulfilled or the uncertainties are resolved.

Accounts Receivable-Related Valuation Accounts The Company maintains allowances for doubtful accounts and for sales returns and
allowances. Significant management judgments and estimates must be made and used in connection with establishing these valuation accounts.
Material differences could result in the amount and timing of the Company s results of operations for any period if we made different judgments
or utilized different estimates. In addition, actual results could be different from the Company s current estimates, possibly resulting in increased
future charges to earnings.

The Company provides an allowance for doubtful accounts for all individual receivables judged to be unlikely for collection. For all other
accounts receivable, the Company records an allowance for doubtful accounts based on a combination of factors. Specifically, management
considers the age of receivable balances and historical bad debts write-off experience when determining its allowance for doubtful accounts. The
Company s allowance for doubtful accounts was $0.5 million and $0.8 million at June 30, 2007 and December 31, 2006, respectively.

An allowance for sales returns and allowances is established based on historical trends and current trends in product returns. At June 30, 2007
and December 31, 2006, the Company s reserve for sales returns and allowances was $1.9 million and $1.8 million, respectively.

Inventory Valuation The Company uses certain estimates and judgments to properly value inventory. In general, the Company s inventories are
recorded at the lower of manufacturing cost or market value. Each quarter, the Company evaluates its ending inventories for obsolescence and
excess quantities. This evaluation includes analyses of inventory levels, historical write-off trends, expected product lives, and sales levels by
product. Inventories that are considered obsolete are written off or a full valuation allowance is recorded. In addition, valuation allowances are
established for inventory quantities in excess of forecasted demand. Inventory valuation allowances were $10.2 million and $10.1 million at

June 30, 2007 and December 31, 2006, respectively.

The Company s inventories comprise materials and products subject to technological obsolescence, which are sold in highly competitive
industries. If future demand or market conditions are less favorable than current conditions, additional inventory write-downs or valuation
allowances may be required and would be reflected in cost of sales in the period the revision is made.

Impairment of Long-Lived Assets The Company routinely considers whether indicators of impairment of its property and equipment assets,
particularly its molding equipment, are present. If such indicators are present, it is determined whether the sum of the estimated undiscounted
cash flows attributable to the assets in question is less than their carrying value. If less, an impairment loss is recognized based on the excess of
the carrying amount of the assets over their respective fair values. Fair value is determined by discounting estimated future cash flows,
appraisals or other methods deemed appropriate. If the assets determined to be impaired are to be held and used, the Company recognizes an
impairment charge to the extent the present value of anticipated net cash flows attributable to the assets are less than the assets carrying value.
The fair value of the assets then becomes the assets new carrying value, which is depreciated over the remaining estimated useful life of the
assets.
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The Company assesses the impairment of goodwill at least annually, or whenever events or changes in circumstances indicate that the carrying
value may not be recoverable. Factors considered important which could trigger an impairment review, and potentially an impairment charge,
include the following:

significant underperformance relative to historical or projected future operating results;

significant changes in the manner of use of the acquired assets or the Company s overall business strategy;

significant negative industry or economic trends; and

significant decline in the Company s stock price for a sustained period changing the Company s market capitalization relative to its net
book value.
Income Taxes In the preparation of the Company s consolidated financial statements, management is required to estimate income taxes in each
of the jurisdictions in which the Company operates. This process involves estimating actual current tax exposures together with assessing
temporary differences resulting from differing treatment of items for tax and accounting purposes. These differences result in deferred tax assets
and liabilities, which are included in the Company s consolidated balance sheet.

The Company intends to continue to reinvest its undistributed international earnings in its international operations; therefore, no U.S. tax
expense has been recorded to cover the repatriation of such undistributed earnings.

The Company has significant amounts of deferred tax assets. Management reviews its deferred tax assets for recoverability on a quarterly basis
and assesses the need for valuation allowances. These deferred tax assets are evaluated by considering historical levels of income, estimates of
future taxable income streams and the impact of tax planning strategies. A valuation allowance is recorded to reduce deferred tax assets when it
is determined that it is more likely than not that the Company would not be able to realize all or part of its deferred tax assets. The Company
carried no valuation allowance as of June 30, 2007 compared to a $0.7 million valuation allowance against its deferred tax assets at

December 31, 2006 related to a portion of a capital loss carryforward which at that time was deemed more likely than not that it would not to be
realized. The elimination of the valuation allowance during the quarter ended June 30, 2007 reflected the utilization of the capital loss
carryforward to offset a portion of the capital gain on the sale of an equity investment.

Warranty Claims Accrual The Company records a liability for estimated warranty claims. The amount of the accrual is based on historical
claims data by product group and other factors. Estimated claims could be materially different from actual results for a variety of reasons,
including a change in product failure rates and service delivery costs incurred in correcting a product failure, manufacturing changes that could
impact product quality, or as yet unrecognized defects in products sold. At June 30, 2007 and December 31, 2006, the Company s accrual for
estimated future warranty costs was $2.2 million and $1.8 million, respectively.

Business Acquisitions The Company accounts for acquired businesses using the purchase method of accounting which requires that the assets
acquired and liabilities assumed be recorded at the date of acquisition at their respective fair values. The judgments made in determining the
estimated fair value assigned to each class of assets acquired and liabilities assumed, as well as asset lives, can materially impact net income.
Accordingly, for significant items, the Company typically obtains assistance from independent valuation specialists.

There are several methods that can be used to determine the fair value of assets acquired and liabilities assumed. For intangible assets, the
Company normally utilizes the income method. This method starts with a forecast of all of the expected future net cash flows. These cash flows
are then adjusted to present value by applying an appropriate discount rate that reflects the risk factors associated with the cash flow streams.
Some of the more significant estimates and assumptions inherent in the income method or other methods include the projected future cash flows
(including timing) and the discount rate reflecting the risks inherent in the future cash flows.

Determining the useful life of an intangible asset also requires judgment. For example, different types of intangible assets will have different
useful lives and certain assets may even be considered to have indefinite useful lives. All of these judgments and estimates can significantly
impact net income.
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Share-Based Compensation Expense Statement of Financial Accounting Standards No. 123 (revised 2004), Share-Based Payment, (SFAS
123(R)) requires the measurement and recognition of compensation expense for all share-based payment awards made to employees and
directors including employee stock options and employee stock purchases related to the Employee Stock Purchase Plan (ESPP) based on
estimated fair values. Share-based compensation expense recognized under SFAS 123(R) for the three months ended June 30, 2007 and July 1,
2006 was $2.7 and $4.1 million, respectively. Share-based compensation expense recognized under SFAS 123(R) for the six months ended
June 30, 2007 and July 1, 2006 was $5.8 million and $8.3 million, respectively.

Under SFAS 123(R), the Company must estimate the value of employee stock options and restricted stock on the date of grant. Prior to the
adoption of SFAS 123(R), the value of each employee stock option was estimated on the date of grant using the Black-Scholes model for the
purpose of the pro forma financial information in accordance with SFAS 123. The determination of fair value of share-based payment awards on
the date of grant using an option-pricing model is affected by the Company s stock price as well as assumptions regarding a number of highly
complex and subjective variables. These variables include, but are not limited to the expected stock price volatility over the term of the awards,
risk-free interest rate and dividend yield assumptions, and actual and projected employee stock option exercise behaviors and

forfeitures. Restricted stock and restricted stock unit awards are valued based on the Company s stock price on the date of grant.

Because share-based compensation expense recognized in the Consolidated Statement of Operations for the three and six months ended June 30,
2007 is based on awards ultimately expected to vest, it has been reduced for estimated forfeitures. SFAS 123(R) requires forfeitures to be
estimated at the time of grant and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. Forfeitures were
estimated based on historical experience. If factors change and the Company employs different assumptions in the application of SFAS 123(R)
in future periods, the compensation expense recorded under SFAS 123(R) may differ significantly from what was recorded in the current period.

Three and Six Months Ended June 30, 2007 Compared to Three and Six Months Ended July 1, 2006

The following table compares quarterly results with prior year results, as a percent of sales, for each caption.

Three months ended Six months ended
June 30, July 1, June 30, July 1,
2007 2006 2007 2006

Net sales 100.0% 100.0% 100.0% 100.0%
Cost of sales 57.3 51.5 57.2 52.4
Gross profit 42.7 48.5 42.8 47.6
Selling, general and administrative expenses 28.9 28.8 28.8 30.8
Engineering, research and development expenses 6.3 5.6 6.5 5.7
Operating income 7.5 14.2 7.5 11.2
Interest income, net 1.7 1.1 1.7 1.2
Other income, net 4.0 0.4 1.9 0.5
Income before income taxes and other items below 13.1 15.7 11.2 12.8
Income tax expense 2.9 53 2.8 43
Equity in net income of affiliates 0.1) (0.1) 0.1)
Income from continuing operations 10.3 10.5 8.4 8.6
Effective tax rate 22.2% 33.8% 25.2% 33.6%

Net sales Net sales were $153.5 million for the three months ended June 30, 2007, down 14% compared to $179.3 million in the three months
ended July 1, 2006. Sequentially, sales for the quarter were 4% lower than the first quarter of fiscal 2007. Net sales for the first six months of
fiscal 2007 were $313.1 million, down 7% from $335.7 million in the comparable year-ago period.
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On a geographic basis, total sales to North America were 25%, Asia Pacific (excluding Japan) 35%, Europe 15% and Japan 25% for the second
quarter. Net sales for the three months and six months ended June 30, 2007 included favorable foreign currency effects in the amounts of $0.7
million and $1.4 million, respectively. This reflected the strengthening of certain international currencies versus the U.S. dollar, most notably the
Euro, which was partially offset by weakness in the Japanese yen versus the U.S. dollar.

Demand drivers for the Company s business primarily are comprised of semiconductor fab utilization and production (unit-driven) as well as
capital spending for new or upgraded semiconductor fabrication facilities (capital-driven). The Company analyzes sales of its products by these
two key drivers. Both unit-driven and capital-driven sales in the second quarter decreased as compared with the first quarter of 2007 and the
comparable period in 2006. Semiconductor device maker customers increased chip production during the quarter, while slowing their orders for
certain capital equipment. For the Company s non-semi-related customers, which accounted for about 20% of second quarter sales, production of
data storage components was seasonally slow, and flat panel display was slow to recover from the softness of earlier in the year.

By product type, sales of unit driven products represented 60% of sales and capital-driven products represented 40% of total sales in the quarter
ended June 30, 2007. This compared to a 58%/42% unit-driven vs. capital-driven split both for the second quarter of 2006 and the three months
ended March 31, 2007, indicating a consistent pattern of demand within the industry over the past twelve months.

Unit-driven products include products which have average lives of less than 18 months or which need to be replaced based on usage levels.
These include liquid filters, wafer shippers, and chip trays and disk shippers. However, sales results for the first quarter reflected a clear
softening in the industry, as the Company saw some of its original equipment manufacturer (OEM) and integrated device manufacturer (IDM)
customers grow increasingly cautious through the quarter. The softening was evident across all product types and geographies.

As noted, unit-driven product sales were 60% of quarter sales and declined modestly from the first quarter of 2007 as anticipated. Among
unit-driven products, consumable liquid filter sales reflected increased utilization and production levels at semiconductor customers, which
offset softer sales of these products to non-semi customers. Sales of wafer shippers, after strong growth in Q1, saw a modest decline in sales for
200mm wafer shippers. Sales of 300mm FOSB wafer shipper product were modest in the second quarter. Sales of other unit-driven products
such as data storage shippers were lower, reflecting the seasonality of this business.

Sales of capital-driven products represented 40% of second quarter sales. Sales of liquid systems products declined in the second quarter due to
fewer facility buildout projects and lower track tool shipments. Sales of wafer process carriers and FOUPs grew sequentially i