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Coherent, Inc. 

Conference Call Prepared Remarks Q1’16   

Helene Simonet-EVP & Chief Financial Officer 

 

Good afternoon and thank you for joining us on today’s call. I will provide financial information 

and John Ambroseo, our President and CEO, will provide a business overview.                                   

   

As a reminder, any guidance and any statements in today’s conference call pertaining to future 

guidance, market trends, plans, events or performance, are forward-looking statements that 

involve risks and uncertainties, and actual results may differ significantly.  We encourage you to 

refer to the risk disclosures and critical accounting policies described in the Company’s reports 

on Forms 10-K, 10-Q and 8-K, as applicable and as filed from time-to-time by the Company.  

These forward looking statements are subject to the safe harbor provisions of the private 

securities litigation reform act. The Company undertakes no obligation to update any forward 

looking statements. 

 

The full text of today’s prepared remarks and trended GAAP and non-GAAP supplemental 

financial information will be posted on the Coherent Investor Relations website. A replay of this 

webcast will also be made available for approximately 90 days following the call.   

  

Highlights of the Quarter  

Let me start by giving the financial highlights of the quarter. We are delighted with our first quarter 

earnings report as many of our metrics turned very positive. Our first quarter bookings of $273 

million is a record for the company and was primarily driven by record flat panel display bookings. 

John will comment on this later during the call.  Revenues for the quarter were $190.3 million with 

corresponding pro forma earnings of $0.99 per diluted share.  Although revenues were slightly 

below the low end of our guidance, earnings came in strong and are above guidance and 

consensus.  

 

The first quarter earnings were positively impacted by a favorable product mix leading to a 45.1% 

pro forma gross profit margin. As a result, our pro forma EBITDA % for the quarter was 21.3% 

which is approximately the mid-point of our long term goal of 19% to 23%. In addition, the tax rate 

is below guidance which is primarily the result of the permanent reinstatement of the federal R&D 

tax credit.   
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Sales 

Net sales for the first quarter of $190.3 million decreased $19.3 million or 9% sequentially.  In 

general, this decline can be attributed to our historically shorter first fiscal quarter coupled with 

the impact of the timing of shipping larger Linebeam systems for the flat panel display market 

and an overall via drilling market downturn. In addition, the economic slowdown in China 

impacted our materials processing and medical markets revenue. Revenues decreased $10.3 

million or 5% compared to the same quarter a year ago. As a reminder, the first quarter of fiscal 

2015 included our largest format Linebeam system.    

 

Our total backlog of $403 million is also a record for the company. The shippable backlog at the 

end of the first fiscal quarter, defined as shippable within the next 12 months, is approximately 

$370 million including $169 million or approximately 46% flat panel display shippable bookings.  

The comparable shippable backlog at the end of fiscal 2015 was $309.5 million, of which $100 

million or 32% related to flat panel display applications.  

  

Geographically, for the first quarter Asia accounted for 51% of the company’s revenues, US 27%, 

Europe 17% and rest of the world 5%. Asia includes two territories with revenues greater than 

10%. Japan and South Korea represent 25% and 15% of first fiscal quarter revenues, 

respectively.  

 

Service revenues for the first quarter were approximately $57.5 million or 30% of sales and 

represent 4.4% growth compared to the same quarter last year and declined 10% compared to 

a very strong fourth quarter. The first quarter flat panel display service revenues increased 

approximately  20% compared to the same quarter last year and decreased approximately 9% 

sequentially.  

 

We had two customers, one in Japan and one in South Korea, integrators to large flat panel 

display manufacturers, who each contributed more than 10% of the company’s first quarter 

revenues.  

 

Gross Profit, Operating Expenses  
The first quarter pro forma gross profit, excluding stock compensation charges and intangibles 

amortization was $85.9 million, or 45.1% of sales, which compares to 44.6% last quarter.  As 
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mentioned before, the sequential increase of 50 basis points was mainly the result of a 

favorable product mix and lower other manufacturing charges. 

 

Period expenses excluding stock compensation charges were 27.7% compared to a guidance 

of 27.5% to 28.0%. Expense levels are similar to the previous quarter.    

 

Balance Sheet 

Our cash and short term investments balance for the quarter was $336 million which represents 

an increase of $10.7 million compared to last quarter. During the quarter we tapped into our 

domestic line of credit and ended the quarter with $5 million of short term borrowings. At the end 

of the first quarter our international cash was approximately $294 million or 87% of the total cash 

and investment balance. About 77% of the total cash and short term investments is denominated 

in dollars. 

Cash flow for the quarter was $14 million; working capital metrics worsened compared to the 

previous quarter negatively impacting the cash flow from operations.  Accounts receivable DSO 

stood at 68 days compared to 61 days last quarter, mainly due to timing of shipping several flat 

panel display systems towards the end of the quarter. We will continue to see fluctuations in our 

DSO based on the timing of shipments of these systems during a quarter.  Inventory turns 

declined from 3.0 last quarter to 2.7 turns this quarter as we are increasing our work in process 

levels to support the flat panel display demand ramp up.  

 

Capital spending for the quarter was $4.8 million or 2.5% of sales.   

 

Second quarter of fiscal year 2016 guidance  

We project our second fiscal 2016 quarter revenue to range from $195 to $200 million. The 

impact of the significant increase in the flat panel display backlog coupled with follow-on orders 

received in January will positively impact our fiscal 2016 second half and future revenues but 

not the second quarter revenues.  

 

We forecast the second quarter pro forma gross profit percentage to be in the range of 43.5% to 

44.0% of sales, a considerable pick up from last year but slightly below this quarter’s results 

mainly due to a less favorable mix.    Pro forma margins exclude intangibles amortization of $1.3 

million and stock compensation costs estimated at $0.7 million. 
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We anticipate the second quarter pro forma period expenses to be approximately 27.5% to 28.0% 

of sales, a similar ratio to the quarter we just completed.  The guidance excludes intangibles 

amortization estimated at $0.7 million and stock compensation costs of approximately $4.2 

million.  

 

Other income and expense is estimated to be immaterial. We do not include transaction gains 

and losses related to future changes in foreign exchange rates in our guidance. 

  

We project our pro forma tax rate to be approximately 27% for the fiscal year.  

 

We forecast our full fiscal 2015 capital spending to be approximately $45 million.  This includes 

projects that were postponed from fiscal 2015 into fiscal 2016 as well as additional building 

expansion and improvement projects. In addition, based on the recent inflow and anticipated 

future bookings for ELA tools, we are increasing our excimer system manufacturing capacity in 

Germany and the optics fabrication capacity in the US.  

 

And, we are assuming weighted outstanding shares of 24.4 million for the second quarter.  

 

Before turning over the call to John, I want to thank John in particular, and the entire Coherent 

organization for the opportunity of working for the past 16 years at Coherent, a company I consider 

to be remarkable with talented people and with a bright future.  The best departure gift has to be 

the bookings record and projected new bookings record for the second quarter. I will now turn 

over the call to John Ambroseo, our President and CEO. 
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Coherent, Inc. 

Conference Call Prepared Remarks Q1’16   

John Ambroseo, President & Chief Executive Officer 

 

 

 

Thanks, Leen.  

 

Good afternoon everyone and welcome to our first fiscal quarter conference call.  

 

There were several positive takeaways from the first quarter.  A favorable product mix led to 

higher gross margins.  When combined with disciplined spending, it led to solid earnings despite 

revenue headwinds related to China.  Our predictions about an impending OLED investment 

cycle panned out, leading to very strong bookings.  I’ll discuss our outlook for the FPD space in 

a few moments. 

 

Quarterly Results 

We posted record setting bookings of $273.0 million in the first fiscal quarter, representing an 

increase of 32.9% sequentially and 68.0% compared to the prior year period. The book-to-bill 

for the first quarter was 1.43.  While it’s tempting to end my prepared remarks here, let me 

provide some color on our end markets. 

 

Scientific  

Scientific orders of $33.7 million increased 0.6% sequentially and declined 3.0% compared to 

the prior year period.   

 

Demand for amplified ultrafast systems including the Astrella™, Libra™ and Legend™ series 

remained strong across all regions.  The biological imaging market is the other key contributor 

to scientific bookings.  We saw market share growth in Japan due to the Chameleon™ 

Discovery being qualified with a major microscope vendor.  We are also seeing a shift from the 

traditional microscope companies to smaller players that specialize in neuroscience solutions.  

On a geographic basis, China was a standout as institutions spent the remaining funds in the 

last quarter of the country’s prior five-year plan. 
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Instrumentation and OEM Components 

Instrumentation and OEM components orders of $30.0 million decreased 27.4% sequentially 

and 4.9% versus the prior year period.   

 

The large sequential swing is primarily a result of order timing in the instrumentation business 

with a smaller macro effect in the medical OEM market.  Bioinstrumentation customers remain 

bullish on their opportunities in personalized medicine, especially for age-related, chronic 

diseases, and the fight against global epidemics.  This is driving growth in dedicated, tabletop 

instruments.  Our customers are racing on two fronts: expanding their bioassay or reagent 

portfolio and introducing dedicated tools to support testing.  We are being asked to accelerate 

the latter through the development of multi-wavelength, plug-and-play light engines based upon 

our OBIS™ and BioRay™ platforms.  When combined with the potential in genomics, the future 

of our instruments business looks solid. 

 

The medical OEM market experienced some mild headwinds from inventory management tied 

to concerns about China.  I don’t want to seem dismissive of the near-term trend, but the 

headline stories are still all about cataract treatment and dental procedures.  Testing of our 

Monaco™ laser for cataracts is going well and our position for next generation tools is 

strengthening.  Within the dental market, reviews for the CO2-based procedure are positive and, 

from our vantage point, widespread adoption seems increasingly likely.   

 

Microelectronics 

Microelectronics orders of $188.9 million rose 94.0% sequentially and 161.7% compared to the 

prior year period.   

 

The first wave of orders for large format Linebeam systems to be used in OLED production 

accounted for the bookings increase.  The second wave has already arrived in the current 

quarter with an order well in excess of $150 million.  There are a significant number of orders 

pending for the balance of the second quarter and for the remainder of fiscal 2016.  The 

systems are a mix of Twin Vyper™ Linebeam 1000’s and Triple Vyper Linebeam 1500’s.  In 

order to meet our delivery commitments, we are expanding our footprint in Göttingen, Germany 

and adding optics fabrication capacity at our site in Richmond, California.  Given the competitive 

environment amongst the end customers, we are not at liberty to disclose the order mix or 

delivery schedule.  We can tell you that deliveries begin in the June quarter and run through 
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calendar 2017.  We have also run projections on the long-term service needs and believe we 

have ample space in our existing refurbishment centers to meet demand. 

 

The correlation between semiconductor inventories and fab utilization rates was evident in the 

December quarter.  Inventories rose and utilization dipped.  We saw a predictable response in 

our service business skewed towards legacy nodes, but new system orders improved for a 

second consecutive quarter.  We think these orders are linked to specific expansions rather 

than signaling the start of a broader cycle.  The API market is mirroring the semi market and 

also awaits a stimulus from new device architectures. 

 

Materials Processing 

Materials processing orders of $20.4 million were down 38.6% sequentially and 15.1% versus 

the prior year period.  

 

Bookings were adversely affected by the timing of certain orders, a slowdown in China and 

seasonality.  We have been working on a number of projects for marking new materials and 

expected orders in the Q1 or Q2 timeframe.  These orders have slid as final details of the 

process window and tool configuration have been finalized.  As I reported last quarter, China 

was stable in fiscal 2015, but the market softened in the first quarter and inventories have been 

trimmed accordingly.  Customers are citing volatility of the Chinese stock market and the 

ensuing hit to consumer confidence as the main culprit.  There is some additional contribution 

from the devaluation of the Yuan that have made imports more expensive.  This has more of an 

effect upon the low end of the laser market where local alternatives are available.  It is less of an 

issue at higher performance levels.  Overall, our outlook for China in fiscal 2016 is neutral with 

specific projects offsetting market uncertainty.  We are scheduled to begin deliveries of our 

second-generation fiber laser platform this quarter.  This is an important step towards validating 

our platform and building a position in the market.  Stay tuned. 

 

Wrap 

We have a tremendous opportunity in front of us in the FPD business.  It will lead to an inflection 

in revenue and healthy gross margins.  Both are essential to achieving and possibly exceeding 

the high end of our long-term pro forma EBITDA goals.  We see the potential for this to occur in 

fiscal 2017. 
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Before we move to Q&A, I’d like to provide an update on our CFO search.  We are in the final 

stage of the process and expect to make an announcement within 10 days.  To ensure there is 

no gap, Leen has agreed to remain our CFO until February 15th.  That’s the easy part.  

Describing what Leen has meant to Coherent and to me is considerably more difficult, but a 

baseball analogy comes to mind.  She’s a five-tool player: she’s smart, exercises excellent 

judgment, is as ethical as they come, is very conscientious and exudes gravitas.  She has made 

us better simply by being around.  On a more personal note, I want to thank her for being an 

outstanding business partner for the last 16 years.  And on behalf of everyone at Coherent, I 

want to wish her continued success and much happiness! 

 

I’ll now turn the call back over to the operator for the Q&A session. 

 

 

SPECIAL NOTE REGARDING NON-GAAP FINANCIAL MEASURES 
NON-GAAP FINANCIAL MEASURES: Coherent utilizes a number of different financial measures, both GAAP 
and non-GAAP, in analyzing and assessing the overall business performance, for making operating decisions 
and for forecasting and planning future periods. Coherent considers the use of non-GAAP financial measures 
helpful in assessing its current financial performance, ongoing operations and prospects for the future. Ongoing 
operations are the ongoing revenue and expenses of the business, excluding certain costs that Coherent does 
not anticipate to recur on a quarterly basis or which do not reflect ongoing operations. While Coherent uses 
non-GAAP financial measures as a tool to enhance its understanding of certain aspects of its financial 
performance, Coherent does not consider these measures to be a substitute for, or superior to, the information 
provided by GAAP financial measures. Consistent with this approach, Coherent believes that disclosing non-
GAAP financial measures to the readers of its financial statements provides such readers with useful 
supplemental data that, while not a substitute for GAAP financial measures, allows for greater transparency in 
the review of its financial and operational performance. In assessing the overall health of its business, Coherent 
excluded items in the following general categories described below: 
  
Pro forma Net income (loss) and net income (loss) per basic or diluted share.  We have excluded certain 
recurring and non-recurring items  in order to enhance investors’ understanding of our ongoing operations and 
to compare these results across multiple fiscal periods, particularly where a one-time event may have an 
impact in one fiscal quarter and not another. 
 
Pro forma EBITDA is defined as operating income adjusted for depreciation, amortization, stock compensation 
expenses, major restructuring costs and certain other non-operating income and expense items. We have 
excluded these items in order to enhance investors' understanding of our ongoing operations. This measure is 
used by some investors when assessing the performance of Coherent. 
 
Each of the non-GAAP financial measures described above, and used herein, should not be considered in 
isolation from, or as a substitute for, a measure of financial performance prepared in accordance with GAAP. 
Further, investors are cautioned that there are inherent limitations associated with the use of each of these non-
GAAP financial measures as an analytical tool. In particular, these non-GAAP financial measures are not based 
on a comprehensive set of accounting rules or principles and many of the adjustments to the GAAP financial 
measures reflect the exclusion of items that are recurring and will be reflected in Coherent’s financial results for 
the foreseeable future. In addition, other companies, including other companies in Coherent’s industry, may 
calculate non-GAAP financial measures differently than Coherent does, limiting their usefulness as a comparative 
tool. 


