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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
MKS management believes that this Annual Report on Form 10-K contains forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995. When used herein, the words believe,  anticipate,
plan, expect, estimate, intend, may, see, will, would and similar expressions are intended to identify for
statements. These forward-looking statements reflect management s current opinions and are subject to certain risks
and uncertainties that could cause actual results to differ materially from those stated or implied. MKS assumes no
obligation to update this information. Risks and uncertainties include, but are not limited to, those discussed in the
section entitled Risk Factors.
PART I

Item 1. Business

MKS Instruments, Inc. (the Company or MKS ) was founded in 1961 as a Massachusetts corporation. We are a
leading worldwide provider of instruments, components, subsystems and process control solutions that measure,
control, power and monitor critical parameters of semiconductor and other advanced manufacturing processes.

We are managed as one operating segment which is organized around three product groups: Instruments and
Control Systems, Power and Reactive Gas Products and Vacuum Products. Our products are derived from our core
competencies in pressure measurement and control, materials delivery, gas and thin-film composition analysis,
electrostatic charge control, control and information management, power and reactive gas generation and vacuum
technology.

Our products are used in diverse markets and applications including the manufacture of, among other things:

semiconductor devices for diverse electronics applications;

flat panel displays for hand-held devices, laptop computers, desktop computer monitors and television sets;
magnetic and optical storage media;

optical filters and fiber optic cables for data and telecommunications;

optical coatings for eyeglasses, architectural glass and solar panels; and

magnetic resonance imaging (MRI) medical equipment.

For over 40 years, we have focused on satisfying the needs of our customers by establishing long-term,
collaborative relationships. We have a diverse base of customers that includes manufacturers of semiconductor capital
equipment, semiconductor devices, data storage equipment, medical equipment and flat panel displays, as well as
industrial and biopharmaceutical manufacturing companies, and university, government and industrial research
laboratories. During the years ended December 31, 2005, 2004 and 2003, we estimate that approximately 71%, 74%
and 69% of our net sales, respectively, were to semiconductor capital equipment manufacturers and semiconductor
device manufacturers. Our top 10 customers for the year ended December 31, 2005 were Applied Materials, ASM
International, Celerity Group, General Electric, Lam Research, Novellus Systems, Phillips, PSK Tech, Tokyo Electron
and Ulvac.

We file reports, proxy statements and other documents with the Securities and Exchange Commission. You may
read and copy any document we file at the SEC Headquarters at Office of Investor Education and Assistance, 100 F
Street, NE, Washington, D.C. 20549. You should call 1-800-SEC-0330 for more information on the public reference
room. Our SEC filings are also available to you on the SEC s Internet site at http://www.sec.gov.
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Our internet address is www.mksinstruments.com. We are not including the information contained in our website
as part of, or incorporating it by reference into, this annual report on Form 10-K. We make available free of charge
through our web site our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K
and amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act
of 1934, as amended, or the Exchange Act, as soon as reasonably practicable after we electronically file such materials
with the Securities and Exchange Commission.

Markets and Applications

We are focused on improving process performance and productivity by controlling advanced manufacturing
processes in semiconductor, thin-film and other non-semiconductor market sectors. We estimate that approximately
71%, 74% and 69% of our net sales for the years ended December 31, 2005, 2004 and 2003, respectively, were to
semiconductor capital equipment manufacturers and semiconductor device manufacturers. Approximately 8%, 8%
and 10% of our net sales in the years ended December 31, 2005, 2004 and 2003, respectively, were for thin-film
processing equipment applications, including compact discs, digital video discs (DVDs) and other digital storage
media; flat panel displays for computer and television screens; and thin-film coatings for architectural glass and
optics. Approximately 21%, 18% and 21% of our net sales in the years ended December 31, 2005, 2004 and 2003,
respectively, were for other non-semiconductor manufacturing applications. These include, but are not limited to,
industrial manufacturing, magnetic resonance imaging (MRI) medical equipment, biopharmaceutical manufacturing,
and university, government and industrial research laboratories.

We estimate that approximately 37%, 34% and 41% of our net sales for the years ended December 31, 2005, 2004
and 2003, respectively, were to customers located in international markets. International sales include sales by our
foreign subsidiaries, but exclude direct export sales. Please refer to Note 11 in the Notes to Consolidated Financial
Statements for further information.

Semiconductor Manufacturing Applications

The majority of our sales are derived from products sold to semiconductor capital equipment manufacturers and
semiconductor device manufacturers. Our products are used in the major semiconductor processing steps such as
depositing materials onto substrates and etching and cleaning circuit patterns.

Our products are also used for process facility applications such as gas distribution, pressure control and vacuum
distribution, and electrostatic charge control in clean rooms where semiconductor manufacturing takes place. In
addition, we provide specialized instruments that monitor the performance of manufacturing equipment and products
that distribute, manage, and classify process control information. We anticipate that the semiconductor manufacturing
market will continue to account for a substantial portion of our sales. While the semiconductor device manufacturing
market is global, major semiconductor capital equipment manufacturers are concentrated in Europe, Japan and the
United States.

Thin-Film Manufacturing Applications

Flat Panel Display Manufacturing.

Our products are used in the manufacture of flat panel displays, which require the same or similar fabrication
processes as semiconductor manufacturing. Flat panel displays are used in electronic hand-held devices, laptop
computers, desktop computer monitors, and television sets. Flat panel display technology is designed to replace
bulkier cathode ray tube (CRT) technology in computer monitors and television sets. We sell products to flat panel
display equipment manufacturers and to end-users in the flat panel display market. The major manufacturers of flat
panel displays are concentrated in Japan, Korea and Taiwan, and the major manufacturers of flat panel display
equipment are concentrated in Japan and the United States. The transition to larger panel sizes and higher display
resolution is driving the need for improved process controls to reduce defects.

3
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Magnetic and Optical Storage Media.
Our products are used to manufacture:
magnetic storage media which store and read data magnetically;

optical storage media which store and read data using laser technology;
compact discs;

hard disks;

data storage devices; and

digital video discs.

The transition to higher density storage capacity requires manufacturing processes incorporating tighter process
controls. The major manufacturers of storage media are concentrated in Japan and the Asia Pacific region, and the
major manufacturers of storage media capital equipment are concentrated in Europe, Japan and the United States.

Optical Filters, Optical Fibers and Other Coating Processes.

Our products are used in optical filter, optical fiber and other optical thin-film coating processes. Our products are
sold both to coating equipment manufacturers and to manufacturers of products made using optical thin-film coating
processes. Optical filters and fibers used for data transmission are manufactured using processes to deposit chemical
vapors that are similar to those used in semiconductor manufacturing. The requirement for higher data transmission
rates is driving the need for improved control of optical filters and fiber coating processes. Optical thin film coating
for eyeglasses, solar panels and architectural glass are deposited using processes similar to those used in
semiconductor manufacturing. Optical filter, optical fiber and other optical thin-film processing manufacturers are
concentrated in Europe, Japan and the United States.

Other Non-Semiconductor Manufacturing Applications

Our products are used in advanced applications such as high energy physics, emission control, chemical agent
detection, fuel cell research, vacuum freeze drying of pharmaceuticals, foods and beverages, and in vacuum processes
involved in light bulb and gas laser manufacturing. Our power delivery products are also incorporated into other
end-market products such as MRI medical equipment. In addition, our products are sold to government, university and
industrial laboratories for vacuum applications involving research and development in materials science, physical
chemistry and electronics materials. The major equipment and process providers and research laboratories are
concentrated in Europe, Japan and the United States.

Product Groups

We group our products into three product groups: Instruments and Control Systems, Power and Reactive Gas
Products and Vacuum Products. Also, please refer to Note 11 in the Notes to Consolidated Financial Statements for
further information.

1.  Instruments and Control Systems

This product group includes pressure measurement and control products, materials delivery products, gas and thin
film composition analysis products, electrostatic charge control products, and control and information technology
products.

Pressure Measurement and Control Products. Each of our pressure measurement and control product lines
consists of products that are designed for a variety of pressure ranges and accuracies.

Baratron Pressure Measurement Products. These products are typically used to measure the pressure of the gases
being distributed upstream of the process chambers, to measure process chamber pressures and to
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measure pressures between process chambers, vacuum pumps and exhaust lines. We believe we offer the widest range
of gas pressure measurement instruments in the semiconductor and advanced thin-film materials processing industries.

Automatic Pressure and Vacuum Control Products. These products enable precise control of process pressure by
electronically actuating valves that control the flow of gases in and out of the process chamber to minimize the
difference between desired and actual pressure in the chamber.

In most cases, Baratron pressure measurement instruments provide the pressure input to the automatic pressure
control device. Together, these components create an integrated automatic pressure control subsystem. Our pressure
control products can also accept inputs from other measurement instruments, enabling the automatic control of gas
input or exhaust based on parameters other than pressure.

Materials Delivery Products. Each of our materials delivery product lines consists of products that are designed
for a variety of flow ranges and accuracies.

Flow Measurement and Control Products. Flow measurement products include gas, vapor and liquid flow
measurement products based upon thermal conductivity, pressure and direct liquid injection technologies. The flow
control products combine the flow measurement device with valve control elements based upon solenoid,
piezo-electric and piston pump technologies. These products measure and automatically control the mass flow rate of
gases and vapors into the process chamber. Our thermal-based mass flow controllers control gas flow based on the
molecular weight of gases and our pressure-based mass flow controllers, based on Baratron pressure instrument
measurement and control technology, restrict flow in the gas line to transform pressure control into mass flow control.

Our flow measurement products also include a calibration system that independently measures mass flow and
compares this measurement to that of the process chamber mass flow controller. The demand for our calibration
system is driven by the increasingly stringent process control needs of the semiconductor industry and the need to
reduce costly downtime resulting from stopping operations to address mass flow controller problems.

Gas and Thin-Film Composition Analysis Products. Gas and thin-film composition analysis instruments are sold
to a variety of industries including the semiconductor industry.

Mass Spectrometry-Based Gas Composition Analysis Instruments. These products are based on quadruple mass
spectrometer sensors that separate gases based on molecular weight. These sensors include built-in electronics and are
provided with software that analyzes the composition of background and process gases in the process chamber. These
instruments are provided both as portable laboratory systems and as process gas monitoring systems used in the
diagnosis of semiconductor manufacturing process systems.

Fourier Transform Infra-Red (FTIR) Based Gas and Thin-Film Composition Analysis Products. FTIR-based
products provide information about the composition of gases and thin-films by measuring the absorption of infra-red
light as it passes through the sample being measured. Gas analysis applications include measuring the compositions of
mixtures of reactant gases; measuring the purity of individual process gases; measuring the composition of process
exhaust gas streams to determine process health; monitoring gases to ensure environmental health and safety; and
monitoring combustion exhausts. These instruments are provided as portable laboratory systems and as process gas
monitoring systems used in the diagnosis of manufacturing processes.

Mass spectrometry-based and FTIR-based gas monitoring systems can indicate out-of-bounds conditions, such as
the presence of undesirable contaminant gases and water vapor or out-of-tolerance amounts of specific gases in the
process, which alert operators to diagnose and repair faulty equipment.

Leak Detection Products. Helium leak detection is used in a variety of industries including semiconductor, HVAC,
automotive and aerospace to ensure the leak integrity of both manufactured products and manufacturing equipment.
We believe that our products are the smallest mass spectrometer-based helium leak detectors currently available.

5
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Optical Monitoring Instruments. We manufacture a range of optical monitoring instruments that are sold primarily
for thin-film coating applications such as the manufacture of optical filters. The optical monitors measure the
thickness and optical properties of a film being deposited, allowing the user to better control the process.

Electrostatic Charge Control Products. Industries that rely on high technology manufacturing, such as the
semiconductor, flat panel display, and data storage industries, are vulnerable to electrostatic charge-related
contamination and yield problems. We design and manufacture products to control electrostatic attraction,
electrostatic discharge, and electromagnetic interference.

Control and Information Technology Products. We design and manufacture a suite of products that allow
semiconductor manufacturing customers to better control their processes through computer-controlled automation.
These products include digital control network products, process chamber and system controllers, data analysis
products and connectivity products. Digital control network products are used to connect sensors, actuators and
subsystems to the chamber and system control computers. They support a variety of industry-standard connection
methods including DeviceNet, Profibus, ethernet and conventional discrete digital and analog signals. Chamber and
system control computers process these signals in real time and allow customers to precisely manage the process
conditions. Connectivity products allow information to flow from the process sensors and subsystems and from the
process tool control computer to the factory network. By enabling this information flow, we believe that we help
customers optimize their processes through Advanced Process Control (APC), and diagnose equipment problems from
a remote location (e-diagnostics).

2.  Power and Reactive Gas Products

This product group includes power delivery products and reactive gas generation products.

Power Delivery Products. Our power delivery products are used in the semiconductor, flat panel display, data
storage and medical markets. In the semiconductor, flat panel and data storage markets, our microwave, RF and DC
power supplies are used to provide energy to various etching, stripping and deposition processes. A range of
impedance matching units transfer power from the power supplies to the customer s process. We also provide sensors
to measure delivered voltage and current along with plasma impedance. This information is used both to better control
the generator output and as a process chamber diagnostic. Our power amplifiers are also used in MRI medical
equipment including the most advanced 3T (three Tesla) machines.

Reactive Gas Generation Products. Reactive gases are used to etch, strip and deposit films on wafers, to clean
wafers during processing, and to clean process chambers to reduce particle contamination. A reactive gas is created
when energy is added to a stable gas to break apart its molecules. The resulting dissociated gas produces rapid
chemical reactions when it comes into contact with other matter. Our reactive gas products include ozone generators
and subsystems used for deposition of insulators onto semiconductor devices, ozonated water delivery systems for
advanced semiconductor wafer and flat panel display cleaning, atomic fluorine generators for process chamber
cleaning, microwave plasma based products for photo resist removal and a new line of generators based on the
fluorine cleaning architecture which provide reactive gases for a wide range of semiconductor, flat panel and thin film
applications.

3. Yacuum Products

This product group consists of vacuum technology products, including vacuum gauges, valves and components.

Vacuum Gauging Products. We offer a wide range of vacuum instruments consisting of vacuum measurement
sensors and associated power supply and readout units. These vacuum gauges measure phenomena that are related to
the level of pressure in the process chamber and downstream of the process chamber between the chamber and the
pump. These gauges are used to measure vacuum at pressures lower than those measurable with a Baratron instrument
or to measure vacuum in the Baratron instrument range where less accuracy is required. Our indirect pressure gauges
use thermal conductivity and ionization gauge technologies to measure pressure from atmospheric pressure to one
trillionth of atmospheric pressure.
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Vacuum Valves and Components. Our vacuum valves are used on the gas lines between the process chamber and
the pump downstream of the process chamber. Our vacuum components consist of flanges, fittings, traps and heated
lines that are used downstream from the process chamber to provide leak free connections and to prevent condensable
materials from depositing particles near or back into the chamber. The manufacture of devices with small circuit
patterns cannot tolerate contamination from atmospheric leaks or particles. Our vacuum components are designed to
minimize such contamination and thus increase yields and reduce downtime.

Application-Specific Integrated Subsystems

We also combine these products and technologies into application-specific integrated subsystems. Integrated
subsystems are made by each product group, and typically provide higher functionality in a smaller footprint,
depending upon the application.

For example, we have a line of integrated flow and pressure control subsystems that combine two or more of our
products and technologies into products for specific process applications. We have developed a range of Back-Side
Wafer Cooling Subsystems which are needed to control the flow and pressure of the helium used to effect the cooling
of wafers in semiconductor manufacturing. By combining the functions of our Baratron pressure measurement
instruments, flow measurement instruments, control electronics and valves into a range of compact subsystems, this
product line addresses the need for smaller components that save valuable clean room space.

Integrated subsystems represented approximately 27% of revenues for the year ended December 31, 2005
compared to approximately 25% and 20% of revenues for the years ended December 31, 2004 and 2003, respectively.

Customers

Our largest customers include leading semiconductor capital equipment manufacturers such as Applied Materials,
Lam Research, Novellus Systems and Tokyo Electron. Sales to our top ten customers accounted for approximately
48%, 49% and 42% of net sales for the years ended December 31, 2005, 2004 and 2003, respectively. Applied
Materials accounted for approximately 18%, 20% and 18% of our net sales for the years ended December 31, 2005,
2004 and 2003, respectively.

Sales, Marketing and Support

Our worldwide sales, marketing and support organization is critical to our strategy of maintaining close
relationships with semiconductor capital equipment manufacturers and semiconductor device manufacturers. We sell
our products primarily through our direct sales force. As of December 31, 2005, we had 155 sales employees
worldwide, located in China, France, Germany, Japan, Korea, the Netherlands, Singapore, Taiwan, the United
Kingdom and the United States. We also maintain sales representatives and agents in a number of countries, which
supplement this direct sales force. We maintain a marketing staff that identifies customer requirements, assists in
product planning and specifications, and focuses on future trends in the semiconductor and other markets.

As semiconductor device manufacturers have become increasingly sensitive to the significant costs of system
downtime, they have required that suppliers offer comprehensive local repair service and close customer support.
Manufacturers require close support to enable them to repair, modify, upgrade and retrofit their equipment to improve
yields and adapt new materials or processes. To meet these market requirements, we maintain a worldwide sales and
support organization in 14 countries. Technical support is provided by applications engineers located at offices in
China, France, Germany, Japan, Korea, the Netherlands, Singapore, Taiwan, the United Kingdom and the United
States. Repair and calibration services are provided at 28 service depots located worldwide. We provide warranties
from one to three years, depending upon the type of product.
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Research and Development

Our products incorporate sophisticated technologies to power, measure, control and monitor increasingly complex
gas-related semiconductor manufacturing processes, thereby enhancing uptime, yield and throughput for our
semiconductor device manufacturing customers. Our products have continuously advanced as we strive to meet our
customers evolving needs. We have developed, and continue to develop, new products to address industry trends, such
as the transition from 200mm wafers to 300mm wafers and the shrinking of integrated circuit line-widths from 90
nanometers to 65 nanometers and below. In addition, we have developed, and continue to develop, products that
support the migration to new classes of materials, such as copper for low resistance conductors, high-k dielectric
materials for capacitors and gates and low-k dielectric materials for low loss insulators that are used in small geometry
manufacturing. We have undertaken an initiative to involve our marketing, engineering, manufacturing and sales
personnel in the concurrent development of new products in order to reduce the time to market for new products. Our
employees also work closely with our customers development personnel. These relationships help us identify and
define future technical needs on which to focus research and development efforts. We support research at academic
institutions targeted at advances in materials science and semiconductor process development. At December 31, 2005,
we had 377 research and development employees, primarily located in the United States. Our research and
development expenses were $55.9 million, $57.0 million and $47.7 million for the years ended December 31, 2005,
2004 and 2003, respectively. Our research and development efforts include numerous projects, none of which are
individually material, and generally have a duration of 12 to 30 months.
Manufacturing

Our manufacturing facilities are located in China, Germany, Israel, Japan, Mexico, the United Kingdom and the
United States. Manufacturing activities include the assembly and testing of components and subassemblies, which are
integrated into products. We outsource some of our subassembly work. We purchase a wide range of electronic,
mechanical and electrical components, some of which are designed to our specifications. We consider our
responsiveness to our customers significantly fluctuating product demands by using lean manufacturing techniques to
be a distinct competitive advantage.
Competition

The market for our products is highly competitive. Principal competitive factors include:

historical customer relationships;
product quality, performance and price;
breadth of product line;

manufacturing capabilities; and

customer service and support.

Although we believe that we compete favorably with respect to these factors, there can be no assurance that we
will continue to do so.

We encounter substantial competition in most of our product lines, although no single competitor competes with
us across all product lines. Certain of our competitors may have greater financial and other resources than us. In some
cases, competitors are smaller than we are, but well established in specific product niches. Celerity offers products
that compete with our pressure and materials delivery products. Advanced Energy and Horiba each offer materials
delivery products that compete with our product line of mass flow controllers. Nor-Cal Products, Inc. and VAT, Inc.,
each offer products that compete with our vacuum components. Inficon offers products that compete with our vacuum
measurement and gas analysis products. Brooks Automation and Inficon each offer products that compete with our
vacuum gauging products. Advanced Energy offers products that compete with our power delivery and reactive gas
generator products.
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Patents and Other Intellectual Property Rights

We rely on a combination of patent, copyright, trademark and trade secret laws and license agreements to establish
and protect our proprietary rights. As of December 31, 2005, we owned 253 U.S. patents, 170 foreign patents and had
104 pending U.S. patent applications. Foreign counterparts of certain of these applications have been filed or may be
filed at the appropriate time.

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

For a discussion of litigation relating to our intellectual property, see Item 3. Legal Proceedings.

Employees

As of December 31, 2005, we employed 2,270 persons. We believe that our ongoing success depends upon our
continued ability to attract and retain highly skilled employees for whom competition is intense. None of our
employees are represented by a labor union or are party to a collective bargaining agreement. We believe that our
employee relations are good.

Item 1A.  Risk Factors
Our business depends substantially on capital spending in the semiconductor industry which is characterized by
periodic fluctuations that may cause a reduction in demand for our products.

We estimate that approximately 71%, 74% and 69%, of our net sales for the years ended December 31, 2005, 2004
and 2003, respectively, were to semiconductor capital equipment manufacturers and semiconductor device
manufacturers, and we expect that sales to such customers will continue to account for a substantial majority of our
sales. Our business depends upon the capital expenditures of semiconductor device manufacturers, which in turn
depend upon the demand for semiconductors. Periodic reductions in demand for the products manufactured by
semiconductor capital equipment manufacturers and semiconductor device manufacturers may adversely affect our
business, financial condition and results of operations.

Historically, the semiconductor market has been highly cyclical and has experienced periods of overcapacity,
resulting in significantly reduced demand for capital equipment. For example, in 2001 through the first half of 2003,
we experienced a significant reduction in demand from OEM customers, and lower gross margins due to reduced
absorption of manufacturing overhead. In addition, many semiconductor manufacturers have operations and
customers in Asia, a region that in past years has experienced serious economic problems including currency
devaluations, debt defaults, lack of liquidity and recessions. We cannot be certain that semiconductor downturns will
not continue or recur. A decline in the level of orders as a result of any downturn or slowdown in the semiconductor
capital equipment industry could have a material adverse effect on our business, financial condition and results of
operations.

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

A substantial portion of our shipments occurs shortly after an order is received and therefore we operate with a
low level of backlog. As a result, a decrease in demand for our products from one or more customers could occur with
limited advance notice and could have a material adverse effect on our results of operations in any particular period. A
significant percentage of our expenses is relatively fixed and based in part on expectations of future net sales. The
inability to adjust spending quickly enough to compensate for any shortfall would magnify the adverse impact of a
shortfall in net sales on our results of operations. Factors that could cause fluctuations in our net sales include:

the timing of the receipt of orders from major customers;

shipment delays;
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disruption in sources of supply;
seasonal variations of capital spending by customers;
production capacity constraints; and

specific features requested by customers.

In addition, our quarterly operating results may be adversely affected due to charges incurred in a particular
quarter, for example, relating to inventory obsolescence, bad debt or asset impairments.

As a result of the factors discussed above, it is likely that we may in the future experience quarterly or annual
fluctuations and that, in one or more future quarters, our operating results may fall below the expectations of public
market analysts or investors. In any such event, the price of our common stock could decline significantly.

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

Our top ten customers accounted for approximately 48%, 49% and 42% of our net sales for the years ended
December 31, 2005, 2004 and 2003, respectively. The loss of a major customer or any reduction in orders by these
customers, including reductions due to market or competitive conditions, would likely have a material adverse effect
on our business, financial condition and results of operations. During the years ended December 31, 2005, 2004 and
2003, one customer, Applied Materials, accounted for approximately 18%, 20% and 18%, respectively, of our net
sales. None of our significant customers, including Applied Materials, has entered into an agreement requiring it to
purchase any minimum quantity of our products. The demand for our products from our semiconductor capital
equipment customers depends in part on orders received by them from their semiconductor device manufacturer
customers.

Attempts to lessen the adverse effect of any loss or reduction of net sales through the rapid addition of new
customers could be difficult because prospective customers typically require lengthy qualification periods prior to
placing volume orders with a new supplier. Our future success will continue to depend upon:

our ability to maintain relationships with existing key customers;

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

the success of our customers in creating demand for their capital equipment products which incorporate our
products.
As part of our business strategy, we have entered into and may enter into or seek to enter into business
combinations and acquisitions that may be difficult and costly to integrate, may be disruptive to our business, may
dilute stockholder value or may divert management attention.

We made several acquisitions in the years 2000 through 2002 and, more recently, in January 2006. As a part of our
business strategy, we may enter into additional business combinations and acquisitions. Acquisitions are typically
accompanied by a number of risks, including the difficulty of integrating the operations, technology and personnel of
the acquired companies, the potential disruption of our ongoing business and distraction of management, expenses
related to the acquisition and potential unknown liabilities associated with acquired businesses. If we are not
successful in completing acquisitions that we may pursue in the future, we may be required to reevaluate our growth
strategy, and we may incur substantial expenses and devote significant management time and resources in seeking to
complete proposed acquisitions that will not generate benefits for us.

In addition, with future acquisitions, we could use substantial portions of our available cash as all or a portion of
the purchase price. We could also issue additional securities as consideration for these acqu