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Delaware 61-1430858
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)
26462 Corporate Avenue
Hayward, California 94545
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code:
(510) 576-4400

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, $0.001 par value The NASDAQ Global Market LL.C
Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes © No x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes © No x

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 has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained

herein, and will not be contained to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. x
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company ~
Indicate by check mark whether the registrant is a shell company (as defined by Rule 12b-2 of the
Act). Yes © No x

The aggregate market value of the voting and non-voting stock held by non-affiliates of the Registrant, based on the
closing sale price of the Registrant s common stock on June 28, 2013 as reported on the NASDAQ Global Market, was
approximately $138 million. Shares of common stock held by each executive officer and director and by each
stockholder whose ownership exceeded 10% of our outstanding shares at June 28, 2013 have been excluded from this
computation. The determination of affiliate status for this purpose is not necessarily a conclusive determination for
other purposes.

Number of shares of the registrant s common stock outstanding as of February 28, 2014: 29,601,299
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant s definitive proxy statement to be delivered to stockholders in connection with the 2014

annual meeting of stockholders are incorporated by reference in Part III of this Form 10-K where indicated. Such

proxy statement will be filed with the Securities and Exchange Commission within 120 days of the registrant s fiscal
year ended December 27, 2013.

Table of Contents 3



Edgar Filing: ULTRA CLEAN HOLDINGS INC - Form 10-K

Table of Conten

Table of Contents
Page
PART 1
Item 1 Business 2
Item 1A Risk Factors 10
Item 1B Unresolved Staff Comments 26
Item 2  Properties 26
Item3  Legal Proceedings 26
Item4  Mine Safety Disclosures 26
PART II
Item5  Market for Registrant s Common Equity. Related Stockholder Matters and Issuer Purchases of Equity Securities 27
Item 6  Selected Consolidated Financial Data 28
Item7 Management s Discussion and Analysis of Financial Condition and Results of Operations 29
Item 7A Quantitative and Qualitative Disclosures About Market Risk 41
Item 8  Financial Statements and Supplementary Data 42
Item 9  Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 71
Item 9A Controls and Procedures 71
Item 9B Other Information 73
PART III
Item 10 Directors and Executive Officers of the Registrant 74
Item 11 Executive Compensation 74
Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 74
Item 13 Certain Relationships and Related Transactions and Director Independence 75
Item 14 Principal Accountant Fees and Services 75
PART IV
Item 15 [Exhibits. Financial Statement Schedules 76
1

Table of Contents 4



Edgar Filing: ULTRA CLEAN HOLDINGS INC - Form 10-K

Table of Conten

This Annual Report on Form 10-K contains forward-looking statements regarding future events and our future
results. These statements are based on current expectations, estimates, forecasts, and projections about the industries
in which we operate and the beliefs and assumptions of our management. Words such as expects,  anticipates,

targets,  goals,  projects, intends, plans, believes, seeks, estimates, continues, may,
variations of such words, and similar expressions are intended to identify such forward-looking statements. These
forward-looking statements include, but are not limited to, statements concerning the following: projections of our
financial performance, our anticipated growth and trends in our business, levels of capital expenditures, the adequacy
of our capital resources to fund operations and growth, our ability to compete effectively with our competitors, our
strategies and ability to protect our intellectual property, future acquisitions, customer demand, our manufacturing
and procurement process, employee matters, supplier relations, foreign operations (including our operations in China
and Singapore), the legal and regulatory backdrop (including environmental regulation), our exposure to market risks
and other characterizations of future events or circumstances described in this Annual Report. Readers are cautioned
that these forward-looking statements are only predictions and are subject to risks, uncertainties, and assumptions
that are difficult to predict, including those identified below, under Risk Factors, and elsewhere herein. Therefore,
actual results may differ materially and adversely from those expressed in any forward-looking statements. We
undertake no obligation to revise or update any forward-looking statements for any reason , except as required by
law.

Item 1. Business
Overview

Ultra Clean Holdings, Inc. (Ultra Clean) was founded in November 2002 for the purpose of acquiring Ultra Clean
Technology Systems and Service Inc. Ultra Clean Technology Systems and Service, Inc. was founded in 1991 by
Mitsubishi Corporation and was operated as a subsidiary of Mitsubishi until November 2002, when it was acquired by
Ultra Clean. Ultra Clean became a publicly traded company in March 2004. In June 2006, we completed the
acquisition of Sieger Engineering, Inc. to better enhance our position as a subsystem supplier to the semiconductor,
research, flat panel, energy and medical equipment industries. Ultra Clean Technology (Shanghai) Co., Ltd and Ultra
Clean Micro-Electronics Equipment (Shanghai) Co., Ltd. were established in 2005 and 2007, respectively, to facilitate
our operations in China. Ultra Clean Asia Pacific, Pte, Ltd. (Singapore), was established in fiscal year 2008 to
facilitate our operations in Singapore. In July 2012, we acquired American Integration Technologies LLC ( AIT ) to
immediately add to our customer base in the semiconductor and medical spaces and to provide additional
manufacturing capabilities. We operate in one reportable segment. See Note 10 to our Consolidated Financial
Statements.

We are a leading developer and supplier of critical subsystems, for Original Equipment Manufacturers (OEMs)
primarily in the semiconductor capital equipment industry. We also leverage the specialized skill sets required to
support semiconductor equipment to serve the technologically similar markets in the flat panel, medical, energy and
research industries collectively referred to as Other Addressed Industries . We develop, design, prototype, engineer,
manufacture and test systems and subsystems which are highly specialized and integral to our customers products.

We provide our customers with complete solutions that combine our expertise in design, test, component
characterization and highly flexible global manufacturing operations with excellence in quality control and financial
stability. Our global presence and supply chain management helps us to drive down total manufacturing costs, reduce
design-to-delivery cycle times and maintain high quality standards for our customers. We believe these characteristics
provide global solutions for our customers growing product demands.
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We have shipped a majority of our products to U.S. registered customers with locations both in the U.S. and outside
the U.S. In addition to U.S. manufacturing, we manufacture products in our Asian facilities to support local and U.S.
based customers. We conduct our operating activities primarily through our wholly owned subsidiaries, Ultra Clean

Technology Systems and Service, Inc., AIT LLC, Ultra Clean Technology (Shanghai)
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Co., Ltd., Ultra Clean Micro-Electronics Equipment (Shanghai) Co., Ltd. and Ultra Clean Asia Pacific, Pte Ltd.
(Singapore). Our international sales represented 28.5%, 22.2% and 21.1% of sales for fiscal years 2013, 2012 and
2011, respectively. See Note 10 to our Consolidated Financial Statements for further information about our
geographic areas.

Our Solution

We are a global leader in the design, engineering, and manufacture of production tools, modules and subsystems for
the semiconductor capital equipment, medical, industrial and Other Addressed Industries. Our focus is on providing
specialized engineering and manufacturing solutions for a growing number of applications. These wide-ranging
solutions include semiconductor OEM systems and subsystems, precision robotic solutions, electro-mechanical
modules, power distribution, controls, industrial systems, flat panel displays, energy and research applications, LED
capital equipment and other higher level, systems. We enable our OEM customers to realize lower manufacturing
costs and reduced design-to-delivery cycle times while maintaining high quality standards. We offer our customers:

A vertically integrated outsourced solution for complex highly configurable systems. We provide our OEM
customers a complete outsourced solution for the development, design, component sourcing, prototyping,
engineering, turnkey manufacturing and testing of advanced systems. We utilize our machining, sheet metal,
and frame fabrication capabilities with highly specialized engineering, global supply chain management, and
assembly capabilities to produce high performance products that are customized to meet the needs of our
customers, as well as their respective end users. We minimize the overall number of suppliers and manage
our global supply chain logistics to reduce inventory levels that our customers would otherwise be required
to manage. We also are often in a position to negotiate reduced component prices due to our large volume
orders.

Improved design-to-delivery cycle times. Our strong relationships with our customers and intimate
familiarity with their products, requirements and the ever changing needs of their customers helps us reduce
design-to-delivery cycle times. We have optimized our supply chain management, design and manufacturing
coordination and controls to respond rapidly to order requests enabling us to decrease design-to-delivery
cycle times for our customers.

Component neutral design and manufacturing. We do not manufacture any of the active components within
our systems ourselves. Our component neutral position enables us to recommend components on the basis of
technology, performance and cost and to optimize our customers overall designs based on these criteria.
Furthermore, our neutral approach allows us to maintain close relationships with a wide range of component
suppliers.

Component testing capabilities. We utilize our technical expertise to test and characterize key
components and subsystems. We have made significant investments in advanced analytical and
automated test equipment enabling us to test and qualify key components. We can perform
diagnostic tests, design verification and failure analysis for our customers and suppliers. Our
analytical and testing capabilities of supplier components provide us the ability to recommend to
our customers a wide range of appropriate component and design choices for their products.
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Increased integration with OEMs through local presence. Our local presence in close proximity to the
facilities of most of our OEM customers enables us to remain closely integrated with their design,
development and implementation teams. This level of integration enables us to respond quickly and
efficiently to customer changes and requests.

Precision machining capabilities. We manufacture high quality, precision machined parts using state of the
art equipment capable of efficiently providing complex parts with exacting tolerance. Our diverse precision
fabrication equipment enables us to manufacture a broad range of machined parts using a broad range of
materials, from exotic metals to basic plastics. Our manufacturing capabilities include horizontal and vertical
milling, turning and welding.

Table of Contents 8



Edgar Filing: ULTRA CLEAN HOLDINGS INC - Form 10-K

Table of Conten

Precision Frame Fabrication. We design and manufacture frames using tubing or sheet metal in all sizes
with exacting standards to meet and exceed our customers needs. We utilize over 25 years of experience in
the fabrication of complex frames to provide the cost competitive edge in our vertical integration model.

Precision Sheet Metal Fabrication. Our ability to provide complete sheet metal solutions for our customers
enables us to support prototype to volume production, from brackets to sheet metal frames, and from
structural to high quality cosmetic finishing of the final product. Our automated equipment and design
capabilities allow us to develop accurate prototype and final production products for our customers.

Our Strategy

Our objective is to maintain our position as a leading solutions provider in the markets we serve, primarily the
semiconductor capital equipment market while expanding Other Addressed Industries. Our strategy is comprised of
the following key elements:

Continue to expand our market share with Semiconductor Capital Equipment OEMs. We believe that
outsourcing among OEMs creates a significant market opportunity for us to grow our business with existing
and new customers. We believe our customers will continue to outsource critical subsystems and that we are
well positioned to capture a significant portion of these outsourcing opportunities. We believe that our
continued focus on efficient manufacturing, reduced design-to-delivery cycle times and quality and
reliability will also allow us to gain market share.

Continue to expand our market share in Other Addressed Industries: We believe we can leverage the
attributes and skill sets, which allow us to succeed in the semiconductor capital equipment industry, to
increase our market share in technologically similar markets including robotic surgery, research, flat panel,
energy, industrial, and medical equipment.

Leverage our expanding geographic presence in lower cost manufacturing regions. In March 2005, we
completed construction of a manufacturing facility in Shanghai, China, allowing us to expand production in
a low cost region. In November 2007, we completed construction of a second manufacturing facility in
Shanghai, China to house our precision machined parts and subsystem assembly operations. These facilities
put us in close proximity to the manufacturing facilities of existing and potential customers and their end
users. In Singapore, we opened a procurement office in October 2008 and in November 2009 we expanded
our operations by opening a manufacturing facility. Our manufacturing facilities are all using the same
processes and procedures; enabling us to respond to rapid demand changes by employing as much and as
little manufacturing capabilities as required.

Drive profitable growth with our flexible cost structure. We implement cost containment and capacity
enhancement initiatives throughout the semiconductor capital equipment demand cycle and benefit greatly
from the global presence and efficiencies of our supply chain. In addition, we believe our Shanghai and
Singapore facilities position us to respond effectively to future business demands. We employ a core
engineering strategy with flexible partnering to augment our staff during the steep rise and fall associated
with the semiconductor industry.
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Continue to selectively pursue strategic acquisitions. We may choose to further accelerate the growth of our
business by selectively pursuing strategic acquisitions. We will continue to consider acquisitions that will
enable us to expand our geographic presence, secure new customers and diversify into complementary
products and markets as well as broaden our technological capabilities in the markets we serve.

Products

We develop, design, prototype, engineer, manufacture and test subsystems, primarily for the semiconductor capital

equipment, robotic surgery, industrial, flat panel display, medical, energy and research industries. Our products
include precision robotic solutions, gas delivery systems, a variety of industrial products; and
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subsystems that includes chemical mechanical planarization modules, chemical delivery modules, top-plate
assemblies, frame assemblies and process modules.

Precision robotics: Precision robotic systems are used when accurate controlled motion is required. Some of
the systems that employ precision robotic systems are: robotic surgery, industrial equipment and wire
bonding systems.

Robotic Surgery Products: Robotic surgery is the process of performing a minimally invasive operation on a
patient with the help of robotic equipment operated by a physician. This procedure is intended to minimize
traumas on the body, scarring and recovery time.

Gas delivery systems: A typical gas delivery system consists of one or more gas lines, comprised of small
diameter internally polished stainless steel tubing, filters, mass flow controllers, regulators, pressure
transducers and valves, and an integrated electronic and/or pneumatic control system. These systems are
mounted on a pallet and are typically enclosed in a sheet metal encasing. Our gas delivery system designs
are developed in collaboration with our customers and are customized to meet the needs of specific
processing requirement for the OEMs. We do not sell standard systems. Our customers either specify the
particular brands of components they want incorporated into a particular system or rely on our design
expertise and component characterization capabilities to help them select the appropriate components for
their particular system.

Chemical delivery modules: Chemical delivery modules deliver gases and reactive chemicals in a liquid or
gaseous form from a centralized subsystem to the reaction chamber. The module may include gas delivery
systems in combination with liquid and vapor delivery systems.

Top-plate assemblies: Top-plate assemblies form the top portion of the reaction chamber within which gases
controlled by our gas delivery systems react to form thin films or etch films on the wafer. Top plate
assemblies can include a variety of subsystems such as RF generators, matching networks, and mechanical
components in addition to gas distribution.

Frame assemblies: Frame assemblies are support structures fabricated from steel tubing or folded sheet
metal and form the backbone to which all other assemblies are attached. The complexity of the frames
includes pneumatic harnesses and cables that connect other critical subsystems together.

Process modules: Process modules refer to the larger subsystems of semiconductor manufacturing tools that
process integrated circuits onto wafers. Process modules include several smaller subsystems such as the
frame assembly, top-plate assembly and gas and chemical delivery modules, as well as the chamber and
electronic, pneumatic and mechanical subsystems.
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Other high level assemblies: Other high level assemblies refer to large subsystems used in semiconductor
manufacturing, research, flat panel, energy and medical equipment industries.
Customers

We sell our products to customers in the semiconductor capital equipment, flat panel, medical, energy and research
industries. The majority of our revenue is in the semiconductor capital equipment industry, which is highly
concentrated, and we are therefore highly dependent upon a small number of customers. Our three largest customers
in fiscal year 2013 were Applied Materials, Inc., Lam Research Corporation and ASM International, each of which
accounted for more than 10% of our total sales in fiscal year 2013. As a result of our acquisition of AIT in July 2012,
we added key customers to our customer list, including ASM International. Our three largest customers in fiscal year
2012 were Applied Materials, Inc., Lam Research Corporation and Intuitive Surgical Inc., two of which accounted for
more than 10% of our total sales in fiscal year 2012. Our three largest customers in fiscal year 2011 were Applied
Materials, Inc., Lam Research Corporation and FEI Company, two of which accounted for more than 10% of our total
sales in fiscal year 2011. As a group, the respective year s top three customers accounted for 81%, 80% and 68% of the
Company s sales for fiscal years 2013, 2012 and 2011, respectively.
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The composition of our most significant customers has changed from time to time based on various factors, including
acquisition activity by our customers. For example, in June 2012, Lam Research Corporation completed its acquisition
of Novellus Systems, Inc. and in November 2011, Applied Materials, Inc. completed its acquisition of Varian
Semiconductor Equipment Associates, Inc., another one of our customers. The sales percentages above reflect the
combined sales of Applied Materials, Inc. and Varian Semiconductor Equipment Associates, Inc. and combined sales
of Novellus Systems, Inc. and Lam Research Corporation for 2012 and 2011 for comparison purposes. As a result of
these acquisitions, our customer concentration has increased. In addition, we announced in the third quarter of fiscal
2012 that one of our larger semiconductor equipment customers decided to in-source a portion of their gas panel
business. We also terminated our manufacturing services to FEI Company at the beginning of our second quarter of
fiscal 2012.

We have successfully qualified as a supplier with each of our customers who require it. This lengthy qualification
process involves the inspection and audit of our facilities and evaluation by our customers of our engineering,
documentation, manufacturing and quality control processes and procedures before that customer places orders for our
products. Our customers generally place orders with suppliers who have met and continue to meet their qualification
criteria.

Sales and Support

We sell our products through our direct sales force which, as of December 27, 2013, consisted of a total of
approximately 84 sales directors, account managers and sales support staff. Our sales directors are responsible for
establishing sales strategy and setting the objectives for specific customer accounts. Each account manager is
dedicated to a specific customer account and is responsible for the day-to-day management of that customer. Account
managers work closely with customers and in many cases provide on-site support. Account managers often attend
customers internal meetings related to production and engineering design and quality to ensure that customer
expectations are interpreted and communicated properly to our operations group. Account managers also work with
our customers to identify and meet their cost and design-to-delivery cycle time objectives.

We have dedicated business development managers responsible for new business development for gas delivery
systems and other critical subsystems. Our new business development managers initiate and develop long-term,
multilevel relationships with customers and work closely with customers on new business opportunities throughout
the design-to-delivery cycle. Our sales force includes technical sales support for order placement, spare parts quotes
and production status updates. We have a technical sales representative located at each of our manufacturing facilities.
In addition, we have developed a service and support infrastructure to provide our customers with service and support
24 hours a day, seven days a week. Our dedicated global field service engineers provide customer support through the
performance of on-site installation, servicing and repair of our subsystems.

Technology Development

We engage in ongoing technology development efforts in order to remain a technology leader for gas delivery systems
and to further develop our expertise in other critical subsystems. In addition, our design engineering and new product
engineering groups support our technology development activities. Our technology development group works closely
with our customers to identify and anticipate changes and trends in next-generation equipment. Our technology
development group participates in customer technology partnership programs that focus on process application
requirements for gas delivery systems and other critical subsystems. These development efforts are designed to meet
specific customer requirements in the areas of subsystem design, materials, component selection and functionality.
Our technology development group also works directly with our suppliers to help them identify new component
technologies and make necessary changes in, and enhancements to, the components that we integrate into our
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products. Our analytical and testing capabilities enable us to evaluate multiple supplier component technologies and
provide customers with a wide range of
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appropriate component and design choices for their gas delivery systems and other critical subsystems. Our analytical
and testing capabilities also help us anticipate technological changes and the requirements in component features for
next-generation gas delivery systems and other critical subsystems. We are also developing additional features to
improve the performance and functionality of our gas delivery systems and other critical subsystems. Our technology
development and new product engineering expenses were approximately $5.5 million, $5.1 million and $5.6 million
for the 2013, 2012 and 2011 fiscal years, respectively. We perform our technology development activities principally
at our facilities in Hayward, California.

Intellectual Property

Our success depends in part on our ability to maintain and protect our proprietary technology and to conduct our
business without infringing the proprietary rights of others. Our business is largely dependent upon our design,
engineering, manufacturing and testing know-how. We also rely on a combination of trade secrets and confidentiality
provisions, and to a much lesser extent, patents, copyrights and trademarks, to protect our proprietary rights. As of
December 27, 2013, we had one issued U.S. patent which expires in 2018, and we had no U.S. patent applications
pending. Our issued patent is not material to our business. Intellectual property that we develop on behalf of our
customers is generally owned exclusively by those customers.

We routinely require our employees, suppliers and potential business partners to enter into confidentiality and
non-disclosure agreements before we disclose to them any sensitive or proprietary information regarding our products,
technology or business plans. We require employees to assign to us proprietary information, inventions and other
intellectual property they create, modify or improve.

Competition

Our industry is highly fragmented. When we compete for new business, we face competition from other suppliers of
gas delivery systems and other critical subsystems as well as the internal manufacturing groups of OEMs. In addition,
OEMs that have elected to outsource their gas delivery systems and other critical subsystems could elect in the future
to develop and manufacture these subsystems internally, leading to further competition. Our principal competitor for
our gas delivery systems is Ichor Systems, Inc., and our principal competitors for other critical subsystems are
Flextronics International Ltd., Fox Semicon Integrated Technology Inc. and Celestica. Some of these competitors
have substantially greater financial, technical, manufacturing and marketing resources than we do. We expect our
competitors to continue to improve the performance of their current products and to introduce new products or new
technologies that could adversely affect sales of our current and future products. In addition, the limited number of
potential customers in our industry further intensifies competition. The primary competitive factors in our industry are
price, technology, quality, design-to-delivery cycle time, reliability in meeting product demand, service and historical
customer relationships. We anticipate that increased competitive pressures will cause intensified price-based
competition and we may have to reduce the prices of our products. In addition, we expect to face new competitors as
we enter new markets.

Employees

As of December 27, 2013, we had 1,622 employees, of which 162 were temporary. Of our total employees, there were
63 in engineering, 13 in technology development, 84 in sales and support, 985 in direct manufacturing, 364 in indirect
manufacturing and 113 in executive and administrative functions. These figures include 471 employees in Shanghai,
China; 81 employees in Singapore; and 27 employees in Cebu, Philippines. None of our employees are represented by
a labor union and we have not experienced any work stoppages.
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Our operations are subject to federal, state and local regulatory requirements and foreign laws relating to

environmental, waste management and health and safety matters, including measures relating to the release, use,
storage, treatment, transportation, discharge, disposal and remediation of contaminants, hazardous substances and
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wastes, as well as practices and procedures applicable to the construction and operation of our facilities. Our past or
future operations may result in exposure to injury or claims of injury by employees or the public which may result in
material costs and liabilities to us. Although some risk of costs and liabilities related to these matters is inherent in our
business, we believe that our business is operated in substantial compliance with applicable regulations. However,
new, modified or more stringent requirements or enforcement policies could be adopted, which could adversely affect
us.

Available Information

We file with the Securities and Exchange Commission ( SEC ) annual reports on Form 10-K, quarterly reports on Form
10-Q and current reports on Form 8-K pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended, or the Exchange Act. You may read and copy any materials we file with the SEC at the Public Reference
Room maintained by the SEC at 100 F Street, N.E., Washington, D.C. 20549. You may also request copies of all or

any portion of such material from the SEC at prescribed rates. Please call the SEC at 1-800-SEC-0330 for further
information on the operation of the public reference room. In addition, materials filed electronically with the SEC are
available at the SEC s website at http://www.sec.gov.

In addition, we make available free of charge, on or through our website at http://www.uct.com, our annual, quarterly
and current reports and any amendments to those reports, as soon as reasonably practicable after electronically filing
such reports with, or furnishing them to, the SEC. This website address is intended to be an inactive textual reference
only; none of the information contained on our website is part of this report or is incorporated by reference herein.

Executive Officers

Set forth below is information concerning our executive officers as of February 28, 2014.

Name Age Position

Clarence L. Granger 65  Chairman & Chief Executive Officer

Dr. Gino Addiego* 54  President & Chief Operating Officer

Kevin C. Eichler 54  Executive Vice President and Chief Financial Officer
Bruce Wier 65  Senior Vice President of Engineering

Deborah Hayward 52 Senior Vice President of Global Account Management
Lavi A. Lev 57  Senior Vice President of Asia

Mark G. Bingaman 58  Senior Vice President for Supply Chain Management

*  Asreported on the Company s Current Report on Form 8-K filed with the SEC on February 18, 2014,

Dr. Addiego notified us of his intent to resign, effective on or about March 10, 2014.
Clarence L. Granger has served as our Chairman & Chief Executive Officer since October 2006, as our Chief
Executive Officer since November 2002, as our Chief Operating Officer from March 1999 to November 2002 and as a
member of our Board of Directors since May 2002. Mr. Granger served as our Executive Vice- President and Chief
Operating Officer from January 1998 to March 1999 and as our Executive Vice President of Operations from April
1996 to January 1998. Prior to joining Ultra Clean in April 1996, he served as vice president of Media Operations for
Seagate Technology, which designs, manufactures, markets and sells hard disk drives, from 1994 to 1996. Prior to
that, Mr. Granger worked for HMT Technology, a supplier of high-performance thin-film disks, as chief executive
officer from 1993 to 1994, as chief operating officer from 1991 to 1993 and as president from 1989 to 1994. Prior to
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that, Mr. Granger worked for Xidex as vice president and general manager, Thin Film Disk Division, from 1988 to
1989, as vice president, Santa Clara Oxide Disk Operations, from 1987 to 1988, as vice president, U.S. Tape
Operations, from 1986 to 1987 and as director of engineering from 1983 to 1986. Mr. Granger holds a master of
science degree in industrial engineering from Stanford University and a bachelor of science degree in industrial
engineering from the University of California at Berkeley.
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Dr. Gino Addiego has served as President and Chief Operating Officer since March 8, 2011. Dr. Addiego joined Ultra
Clean with over 22 years of executive experience in the semiconductor capital equipment industry. Before joining
Ultra Clean, Dr. Addiego was at Novellus Systems from February 2005 to March 2011 where he most recently held
the position of executive vice president and chief administrative officer and previously, executive vice president of
corporate operations. Prior to joining Novellus, Dr. Addiego spent more than nine years at Applied Materials, where
he was responsible for global operations (including manufacturing, supply chain, and facilities), all of the
semiconductor product groups, central engineering, and information technology. Dr. Addiego has also worked at
KLA-Tencor and Photon Dynamics. Dr. Addiego received both his bachelor s and doctorate degrees in Electrical
Engineering from the University of California at Berkeley. He holds seven patents and was nominated for the National
Inventor of the Year Award in 1993.

Kevin C. Eichler has served as our Senior Vice President and Chief Financial Officer since July 2009. Prior to joining
Ultra Clean, Mr. Eichler served on the Board of Directors of Ultra Clean from February 2004 to July 2009.

Mr. Eichler was the senior vice president and chief financial officer of Credence Systems from January 2008 to
November 2008, and the executive vice president of operations and chief financial officer of MarketTools from March
2006 to December 2007. He served as the vice president and chief financial officer of MIPS Technologies from June
1998 to February 2006. Prior to that, he held management positions with several technology companies including
Visigenic Software, NeXT Software and Microsoft. Mr. Eichler is on the board of directors of Jasper Design
Automation, Inc. Mr. Eichler holds a bachelor of science degree in accounting from St. John s University.

Bruce Wier has served as our Senior Vice President of Engineering since January 2007 and Vice President of
Engineering since February 2000. Mr. Wier served as our Director of Design Engineering from July 1997 to February
2000. Prior to joining Ultra Clean in July 1997, Mr. Wier was the engineering manager for the Oxide Etch Business
Unit at Lam Research from April 1993 to June 1997. Prior to that, Mr. Wier was the senior project engineering
manager at Genus from May 1990 to April 1993, the mechanical engineering manager Varian Associates from
November 1985 to May 1990, and the principal engineer/project manager at Eaton Corporation from February 1981 to
November 1985. Mr. Wier holds a bachelor of science degree cum laude in mechanical engineering from Syracuse
University.

Deborah Hayward has served as our Senior Vice President of Sales since January 2007 and Vice President of Sales
since October 2002. Ms. Hayward served as our Senior Sales Director from May 2001 to October 2002, as Sales
Director from February 1998 to May 2001 and as a major account manager from October 1995 to February 1998.
Prior to joining Ultra Clean in 1995, she was a customer service manager and account manager at Brooks Instruments
from 1985 to 1995.

Lavi A. Lev has served as our Senior Vice President of Asia since November 2011. Prior to joining Ultra Clean,

Mr. Lev served, from August 29, 2008 until his resignation on December 12, 2008, as a director and executive
chairman of the Board of LTX-Credence Corporation, a provider of automated test equipment solutions for the
semiconductor industry formed by the August 2008 merger of LTX Corporation and Credence Systems Corporation.
From December 7, 2006 until August 29, 2008, Mr. Lev served as the chief executive officer and president of
Credence Systems Corporation, a provider of test solutions for the worldwide consumer semiconductor industry. Prior
to that, Mr. Lev served as executive vice president and general manager of the products and solution business at
Cadence Design Systems, Inc. from 2000. Mr. Lev has 30 years of business, research and development and
operational management experience in the Microprocessor Chip Design, Electronic Design Automation Software
(EDA), Test Equipment and Contract Manufacturing industries. Mr. Lev holds a Bachelor of Science degree in
electrical engineering from Technion, Israel Institute of Technology and also graduated from the Jerusalem Rubin
Academy of Music.
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Mark G. Bingaman has served as our Senior Vice President for Supply Chain Management and Global Materials since
February 2010. Prior to joining Ultra Clean, Mr. Bingaman was the managing director at Applied Materials, Inc. in
charge of the site in Tainan, Taiwan which manufactured equipment for solar, glass and display industries. He held
additional senior management positions at Applied Materials, Inc. starting from 2000. From
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1999 to 2000, Mr. Bingaman was the director for supply chain management integration for Eaton

Corporation. Mr. Bingaman held multiple positions at Aeroquip-Vickers, Inc. from 1995 to 1999 including vice
president for global supply chain management for Vickers, Incorporated. He held various positions at McDonnell
Douglas from 1977 to 1994 including vice president of operations for the McDonnell Douglas Helicopter Company
from 1990 to 1994. Mr. Bingaman holds a bachelor of science degree in accounting from the University of Missouri
and a master of science degree in management information systems from Southern Illinois University.

ITEM 1A. Risk Factors
The highly volatile nature of the industries we serve could harm our operating results.

Our business and operating results depend in significant part upon capital expenditures by manufacturers in the
semiconductor capital equipment, flat panel, medical, energy and research industries, which in turn depend upon the
current and anticipated market demand for such products. Historically, the industries we serve (in particular the
semiconductor industry) have been highly cyclical, with recurring periods of over-supply of products that have had a
severe negative effect on the demand for capital equipment used to manufacture such products. We have experienced
and anticipate that we will continue to experience significant fluctuations in customer orders for our products through
such cycles. Slowdowns in the industries we serve have had, and future slowdowns may also have, a material adverse
effect on our operating results. During periods of decreasing demand for our products, we must be able to
appropriately align our cost structure with prevailing market conditions, effectively manage our supply chain and
motivate and retain employees. During periods of increased demand, we must increase manufacturing capacity and
inventory to meet customer demands, effectively manage our supply chain and attract, retain and motivate a sufficient
number of employees. If the industries we serve experience downturns, or if we are not able to timely and
appropriately adapt to the changes in our business environment, our results of operations will be harmed. Also, the
cyclical and volatile nature of the industries we serve make future revenues, results of operations and net cash flows
difficult to estimate.

We rely on a small number of original equipment manufacturing (OEM) customers for a significant portion of our
sales, and any adverse change in our relationships with these customers, including a decision by such customers
not to continue to outsource critical subsystems or to give market share to one of our competitors, would adversely
affect our business, results of operation and financial condition. Our customers also exert a significant amount of
negotiating leverage over us, which may require us to accept lower operating margins or increased liability risk in
order to retain or expand our market share with them.

A relatively small number of OEM customers have historically accounted for a significant portion of our sales, and we
expect this trend to continue. As a group, the respective year s top three customers accounted for 81%, 80% and 68%
of our sales for fiscal years 2013, 2012 and 2011, respectively, and we expect that our sales will continue to be
concentrated among a small number of customers. In addition, our customer contracts generally do not require
customers to place any orders. Accordingly, the success of our business depends on OEMs continuing to outsource the
manufacturing of critical subsystems to us. Because of the small number of OEMs in the markets we serve, most of
which are already our customers, it would be difficult to replace lost revenue resulting from the loss of, or the
reduction, cancellation or delay in purchase orders by, any one of these customers, whether due to their decision to not
continue to outsource all or a portion of their critical subsystems for their capital equipment, their giving market share
to our competitors or otherwise. We have in the past lost business from customers who have taken the manufacturing
of our products in-house or given market share to our competitors. For example, we terminated our manufacturing
services to FEI Company at the beginning of our second quarter of fiscal 2012. In addition, we announced in the third
quarter of fiscal 2012 that one of our larger semiconductor equipment customers has decided to in-source a portion of
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their gas panel business. If we are unable to replace revenue from customers who determine to take subsystem
assembly in-house or give market share to our competitors, such events could have a material adverse impact on our
financial position and results of operation.
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In addition, consolidation among our customers, or a decision by any one or more of our customers to outsource all or
most manufacturing and assembly work to a single equipment manufacturer, may further concentrate our business in a
limited number of customers and expose us to increased risks relating to dependence on an even smaller number of
customers. For example, two of our largest semiconductor customers, Novellus Systems, Inc. and Lam Research
Corporation, announced in June 2012 that they had completed a transaction pursuant to which they consolidated their
businesses. Also, in November 2011, Applied Materials, Inc. completed the acquisition of Varian Semiconductor
Equipment Associates, Inc., one of our customers.

In addition, if we are unable to obtain additional business from OEMs on favorable terms, or at all, even if they
continue to outsource their production of critical subsystems, the potential growth of our business could be adversely
affected. By virtue of our largest customers size and the significant portion of revenue that we derive from them, as
well as the competitive landscape, our customers are able to exert significant influence and pricing pressure in the
negotiation of our commercial agreements and the conduct of our business with them. Our customers often require
reduced prices or other pricing, quality or delivery commitments as a condition to their awarding of market share to us
in any given period, which may, among other things, result in reduced operating margins in order to maintain or
expand our market share. Our customers negotiating leverage also can result in customer agreements that may contain
significant liability risk to us. For example, some of our customers insist that we provide them indemnification against
certain liabilities in our agreements with them, including claims of losses by their customers caused by our products.
If we are unable to retain and expand our business with our customers on favorable terms, or at all, our business and
operating results will be adversely affected, or we may be susceptible to increased liability risk which, if realized, may
have a material adverse effect on our business, cash flows, results of operation and financial condition. In some cases,
we have determined to self-insure against liability risk in our customer agreements, meaning that we may be directly
responsible for high magnitude liability claims by our customers without recourse to insurance proceeds from
third-party insurers.

We have had to qualify, and are required to maintain our status, as a supplier for each of our customers. This is a
lengthy process that involves the inspection and approval by a customer of our engineering, documentation,
manufacturing and quality control procedures before that customer will place volume orders. Our ability to lessen the
adverse effect of any loss of, or reduction in sales to, an existing customer through the rapid addition of one or more
new customers is limited because of these qualification requirements. Consequently, the risk that our business,
operating results and financial condition would be adversely affected by the loss of, or any reduction in orders by, any
of our significant customers is increased. Moreover, if we lost our existing status as a qualified supplier to any of our
customers, such customer could cancel its orders from us or otherwise terminate its relationship with us, which could
have a material adverse effect on our results of operation and financial condition.

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

We rely to a significant extent on OEM customers, whose business, in turn, depends largely on consumer spending
and capital expenditures by businesses. Continuing uncertainty regarding the global economy continue to pose
challenges to our business. Economic uncertainty and related factors, including current unemployment levels,
uncertainty in European debt markets, fiscal uncertainty in the U.S. economy, market volatility and the slow rate of
recovery of many countries from recent recessions, exacerbate negative trends in business and consumer spending and
may cause certain of our customers to push out, cancel, or refrain from placing orders for products or services, which
may reduce sales and materially affect our results of operation and financial condition. Difficulties in obtaining
capital, uncertain market conditions, or reduced profitability may also cause some customers to scale back operations,
exit businesses, merge with other manufacturers, or file for bankruptcy protection and potentially cease operations,
leading to customers reduced research and development funding and/or capital expenditures and, in turn, lower orders
from our customers and/or additional slow moving or obsolete inventory or bad debt expense for us. These conditions
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may also similarly affect key suppliers, which could impair their ability to deliver parts and result in delays for our
products or require us to either procure products from high-cost suppliers, or if no additional suppliers exist, to
reconfigure the design and manufacture of our products, and we may be unable to fulfill some customer orders.
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We have significant existing indebtedness; the restrictive covenants under our credit agreement or other limitations
on financing may limit our ability to expand or pursue our business strategy or make capital expenditures; if we
are forced to pay some or all of our indebtedness prior to its maturity, our financial position could be severely and
adversely affected.

We have significant outstanding indebtedness. On July 3, 2012, we refinanced our prior credit facility and entered into
our current credit agreement with Silicon Valley Bank, U.S. Bank National Association and HSBC Bank. The current
credit agreement provides for a term loan in an aggregate principal amount of $40.0 million and a revolving credit
facility in an aggregate principal amount of $40.0 million. On July 3, 2012, we borrowed $40.0 million under the term
loan and $39.8 million under the revolving credit facility to finance our acquisition of AIT and repay Silicon Valley
Bank as lender under our prior credit facility. As of December 27, 2013, the long-term portion of our outstanding
indebtedness, net of debt issuance costs, under our credit facility was $17.4 million, and the short-term portion was
$37.7 million.

Our credit agreement contains certain covenants that restrict our ability to take certain actions, including our ability to:

incur additional debt, including guarantees, or create liens;

pay dividends and make distributions in respect of our capital stock;

repurchase capital stock;

make investments or other restricted payments;

engage in transactions with stockholders and affiliates;

sell or otherwise dispose of assets;

make payments on subordinated indebtedness; and

engage in certain mergers and acquisitions, new lines of business or make other fundamental changes.
The restrictive covenants in our credit agreement may therefore limit our strategic and financing options and our
ability to return capital to our stockholders through dividends or stock buybacks.

Our credit agreement also requires us to maintain certain financial and other covenants. We cannot assure you that we
will be able to maintain compliance with such financial or other covenants. For example, for the measurement periods
ending in November and December of 2012, we were not in compliance with the minimum consolidated fixed charge
coverage ratio, the maximum consolidated leverage ratio or the minimum domestic cash balance covenants under the

credit agreement. On February 15, 2013, the Company and its lenders amended the credit agreement in order for the
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lenders to waive such non-compliance and to modify the financial covenants contained in the credit agreement,
effective January 30, 2013. We cannot assure you, however, that we will be able to meet the financial or other
covenants under our amended credit agreement in subsequent periods. Our failure to comply with these covenants
could result in an event of default which, if not cured or waived, could result in the acceleration of all of our
indebtedness, which would materially adversely affect our financial health if we are unable to access sufficient funds
to repay all the outstanding amounts. Moreover, if we are unable to meet our debt obligations as they come due, we
could be forced to restructure or refinance such obligations, seek additional equity financing or sell assets, which we
may not be able to us on satisfactory terms, or at all.

In addition, the credit agreement has certain mandatory prepayment provisions, including annual prepayments of
excess cash flow above certain thresholds. As long as our indebtedness remains outstanding, the restrictive covenants

and mandatory prepayment provisions could impair our ability to expand or pursue our business strategies or obtain
additional funding.
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Our dependence on our suppliers may prevent us from delivering an acceptable product on a timely basis.

We rely on both single-source and sole-source suppliers, some of whom are relatively small, for many of the
components we use in our products. In addition, our customers often specify components of particular suppliers that
we must incorporate into our products. Our suppliers are under no obligation to provide us with components. As a
result, the loss of or failure to perform by any of these suppliers could adversely affect our business and operating
results. In addition, the manufacturing of certain components and subsystems is a complex process. Therefore, if a
supplier were unable to provide the volume of components we require on a timely basis and at acceptable prices and
quality, we would have to identify and qualify replacements from alternative sources of supply. However, the process
of qualifying new suppliers for complex components is also lengthy and could delay our production, which would
adversely affect our business, operating results and financial condition.

We may also experience difficulty in obtaining sufficient supplies of components and raw materials in times of
significant growth in our business. For example, we have in the past experienced shortages in supplies of various
components, such as mass flow controllers, valves and regulators, and certain prefabricated parts, such as sheet metal
enclosures, used in the manufacture of our products. In addition, one of our competitors manufactures mass flow
controllers that may be specified by one or more of our customers. If we are unable to obtain these particular mass
flow controllers from our competitor or convince a customer to select alternative mass flow controllers, we may be
unable to meet that customer s requirements, which could result in a loss of market share.

If we, or our vendors, are unable to procure sufficient quantities of components or raw materials from suppliers, it
could influence decisions by our customers to delay or cancel orders and decisions by our vendors to fulfill our
purchase orders and, consequently, have a material adverse effect on our results of operations.

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

Demand shifts in the industries we serve are rapid and difficult to predict, and we may not be able to anticipate or

respond quickly enough to changes in demand. Our ability to increase sales of our products in periods of increasing
demand depends, in part, upon our ability to:

mobilize our supply chain in order to maintain component and raw material supply;

optimize the use of our design, engineering and manufacturing capacity in a timely manner;

deliver our products to our customers in a timely fashion;

expand, if necessary, our manufacturing capacity; and

maintain our product quality as we increase production.
If we are unable to respond to rapid increases in demand for our products on a timely basis or to manage any
corresponding expansion of our manufacturing capacity effectively, our customers could increase their purchases from
our competitors, which would adversely affect our business.

Table of Contents 27



Edgar Filing: ULTRA CLEAN HOLDINGS INC - Form 10-K

Our ability to remain profitable and mitigate the impact on our business in periods of decreasing demand depends, in
part, upon our ability to:

optimize our inventory levels and reduce or cancel orders to our suppliers without compromising our
relationships with such suppliers;

reduce our variable costs, including through a reduction of our manufacturing workforce;

continue to motivate our employees; and

maintain the prices, quality and delivery cycles of our products in order to retain our customers business.
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We may not be able to fund our future capital requirements or strategic acquisitions from our operations, and
financing from other sources may not be available on favorable terms or at all.

We made capital expenditures of approximately $3.0 million in fiscal 2013 and $0.6 million in fiscal 2012 related to
our manufacturing facilities in the United States, China and Singapore. Capital expenditures only include AIT s capital
expenditures from its acquisition date of July 3, 2012. In addition, we paid approximately $75.3 million in cash and
issued 4.5 million shares of our common stock valued at $29.6 million for a total purchase price of $104.9 million in
connection with our acquisition of AIT. The cash portion of the merger consideration was financed through the credit
facility described above. The amount of our future capital requirements or strategic acquisitions will depend on many
factors, including:

the cost required to ensure access to adequate manufacturing capacity;

the timing and extent of spending to support product development efforts;

the timing of introductions of new products and enhancements to existing products;

the cost required to complete AIT s enterprise resource planning implementation and to migrate AIT and its
subsidiaries to our enterprise resource planning system;

changing manufacturing capabilities to meet new customer requirements;

market acceptance of our products; and

our ability to identify appropriate acquisition opportunities and successfully negotiate the terms of such
acquisitions.
We had $60.4 million in cash and cash equivalents and $11.0 million of borrowings available under our Revolving
Credit Facility as of December 27, 2013. In addition, as of December 27, 2013, $43.0 million of our cash and cash
equivalents was held by our foreign subsidiaries. If these funds are needed for our operations or to fund capital
expenditures or other strategic acquisitions in the U.S., we would be required to accrue and pay U.S. taxes to
repatriate these funds.

Given our significant existing leverage, lack of additional availability under our current revolving line of credit and
the potential tax effects of repatriating foreign cash, we may need to raise additional funds through public or private
equity or debt financing if our current domestic cash and cash flow from operations are insufficient to fund our future
activities. We may not be able to obtain additional debt financing when and if necessary in a timely manner. Access to
capital markets has, in the past, been unavailable to companies such as ours and there can be no assurance that we
would be able to complete an equity or other financing with terms satisfactory to us or at all. In addition, equity
financings could be dilutive to holders of our common stock, and debt financings would likely involve additional
covenants that restrict our business operations. Any potential strategic acquisition or significant capital expenditure
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may also require the consent of our existing lenders. If we cannot raise funds on acceptable terms, if and when needed,
we may not be able to develop or enhance our products, take advantage of future opportunities, including potential
acquisitions, grow our business or respond to competitive pressures or unanticipated requirements, any of which could
adversely affect our business, operating results and financial condition.

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

Our quarterly revenue and operating results have fluctuated significantly in the past, and we expect them to continue
to fluctuate in the future for a variety of reasons which may include:

demand for and market acceptance of our products as a result of the cyclical nature of the industries we serve
or otherwise, often resulting in reduced sales during industry downturns and increased sales during periods
of industry recovery or growth;
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overall economic conditions;

changes in the timing and size of orders by our customers;

strategic decisions by our customers to terminate their outsourcing relationship with us or give market share
to our competitors;

strategic consolidation by our customers;

cancellations and postponements of previously placed orders;

pricing pressure from either our competitors or our customers, resulting in the reduction of our product
prices or loss of market share;

disruptions or delays in the manufacturing of our products or in the supply of components or raw materials
that are incorporated into or used to manufacture our products, thereby causing us to delay the shipment of
products;

decreased margins for several or more quarters following the introduction of new products, especially as we
introduce new subsystems;

delays in ramp-up in production, low yields or other problems experienced at our manufacturing facilities in
China;

changes in design-to-delivery cycle times;

inability to reduce our costs quickly in step with reductions in our prices or in response to decreased demand
for our products;

changes in our mix of products sold;

write-offs of excess or obsolete inventory;

one-time expenses or charges associated with failed acquisition negotiations or completed acquisitions;
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announcements by our competitors of new products, services or technological innovations, which may,
among other things, render our products less competitive; and

geographic mix of customer orders or worldwide earnings.
As a result of the foregoing, we believe that quarter-to-quarter comparisons of our revenue and operating results may
not be meaningful and that these comparisons may not be an accurate indicator of our future performance. Changes in
the timing or terms of a small number of transactions could disproportionately affect our operating results in any
particular quarter. Moreover, our operating results in one or more future quarters may fail to meet our guidance or the
expectations of securities analysts or investors. If this occurs, we would expect to experience an immediate and
significant decline in the trading price of our common stock.

We have established, and as markets will allow, intend to expand our operations in Asia, which exposes us to risks
associated with operating in a foreign country.

We generated approximately 28.5% and 35.5% of our sales in international markets for fiscal 2013 and 2012,
respectively. Depending on market conditions, we intend to expand our operations in Asia, principally in China and
Singapore. In addition, through our acquisition of AIT, we acquired a manufacturing facility in Cebu, Philippines. The

carrying amount of our fixed assets in Asia was $15.1 million as of December 27, 2013.

We are ex
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