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Thank you and welcome to today’s conference call to discuss Coherent’s third fiscal quarter 

financial results.  

 

I would like to remind everyone that some information provided during this call may include 

forward-looking statements, including, without limitation, statements about Coherent’s future 

events, bookings, anticipated financial results, financial guidance, the expected completion 

and timing of the recently announced Rofin-Sinar transaction, and expected benefits and 

other information related to the transaction.   

 

These forward-looking statements may contain such words as “expects,” “will,” “anticipates,” 

or “intends.”  These forward looking statements are only predictions and are subject to risks, 

uncertainties and assumptions that are difficult to predict and may cause actual results to 

vary significantly.  Factors that could cause actual results to differ materially include the risks 

associated with demand for our products; our ability to convert bookings into revenue; 

worldwide and regional economic conditions; the risk that the proposed transaction may not 

be completed in a timely manner or at all; as well as the challenges and costs of closing, 

integrating and achieving anticipated synergies.   

 

These and other risks are set forth in more detail in Coherent’s periodic SEC filings including 

our most recent Form 10-K, Form 10-Q and Forms 8-K.  These forward looking statements 

reflect beliefs, estimates, and predictions as of today, and Coherent expressly assumes no 

obligation to update any such forward looking statements.   

I will now turn the call over to John Ambroseo, Coherent’s President and Chief Executive 

Officer. 
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John Ambroseo, President  & Chief Executive Officer 

 

Thanks, Bret. 

 

Good afternoon everyone and welcome to our third fiscal quarter conference call. As you’ve 

seen from today’s earnings release, Coherent posted solid numbers.  We are executing well 

on numerous critical path items and are well positioned for a strong finish to a record-setting 

year and an even better fiscal 2017.  In order to fully capitalize on our 2017 opportunities, 

our excimer production expansion needs to be completed and we have to secure wins 

beyond FPD annealing.  Both are well underway.  We expect the facility expansion in 

Germany and capacity additions in Richmond to be completed on time.  The order book also 

looks very good.  

 

Quarterly Results 

Bookings of $390.8 million were the second highest total in Coherent’s history. On a 

comparative basis, orders increased 121.2% versus the prior year period and decreased 

21.3% against the all-time record set during the previous quarter. The book-to-bill for the 

third quarter was 1.79.   

 

Scientific 

Scientific orders of $25.5 million decreased 4.1% sequentially and 12.3% compared to the 

prior year period.  The year-over-year swing is partially due to the timing of orders in Europe 

and Asia where customers are awaiting the delivery of committed funding. 

 

Application trends remain focused on biological imaging and ultrafast applications.  Interest 

in our newer imaging products including Monaco™ and Fidelity™ is rising due to the unique 

capabilities that these lasers offer.  Our Astrella™ platform is doing very well within the 

ultrafast research community due to its ease of use, performance and reliability.  I really 

can’t emphasize the reliability aspect enough.  Customers are taking note of the 

enhancements made by incorporating HALT and HASS testing of our research products.  



We are confident that this will further improve users’ experience while reducing our warranty 

expenses. 

 

Instrumentation and OEM Components 

Instrumentation and OEM components orders of $43.8 million decreased 25.5% against 

record-setting orders in the previous quarter and were up 42.3% versus the prior year 

period.  The sequential change is due to the timing of large orders from medical OEMs. 

 

We are expanding our global customer base in bioinstrumentation with key wins for lasers 

and subsystems in flow cytometry. The legacy base is also performing well, which suggests 

an expanding market rather than market share shifts.  This is consistent with increased 

biomedical research funding as well as higher penetration in clinical applications.  Following 

an exceptional performance last quarter, the medical OEM market also performed well with 

strength in ophthalmic products for cataract and photocoagulation therapies. Eye treatments 

are likely an ongoing theme due to an aging and expanding middle class globally, leading to 

an increase in age-related issues and greater access to care.  

 

Microelectronics 

Microelectronics orders of $283.6 million declined 22.9% from the all-time high set in the 

prior quarter and rose 212.4% compared to the prior year period.   

 

Total third quarter FPD orders exceeded $240 million inclusive of service and a single order 

for systems in excess of $100 million.  New system demand covered Linebeam 750’s, 

1000’s and 1500’s and is tied predominantly to flexible OLEDs.  The pipeline for the next 

round of FPD annealing orders is developing as customers refine their market share 

assumptions and larger format displays gain traction. We are beginning to see orders for 

other process steps in OLED production including short-pulse lasers for film cutting and 

excimer lasers for laser lift-off.   

 

Semi capex spending is now expected to be flat for 2016.  This reflects semi dependency on 

mobile devices and 2016 is viewed as a tick-tock year for mobile before a bevy of new 

smartphones in 2017.  According to SEMI, Gartner and others, this should drive mid to high 

single digit growth in semi capex spending for 2017. API is a similar story to semi, although 



users are looking at replacing or upgrading existing tools as a means of lowering costs 

ahead of a change in hole size or materials.  

  

Materials Processing 

Following a record performance in the second quarter, materials processing orders of $37.9 

million decreased 12.4% sequentially and increased 45.8% versus the prior year period.  

 

Third quarter bookings were very robust following a record performance in the second 

quarter.  We continued to see strength in metal cutting with a significant repeat order for 

aluminum cutting in consumer electronics.  Demand for carbon dioxide lasers remained 

strong for mid and high power lasers in converting as well as low power lasers in marking. 

We also had two notable orders for ultrafast laser processing, one for fuel injector nozzle 

drilling and the other for manufacturing diamond tool heads.  Perhaps the most interesting 

aspect of the materials processing market was geographic distribution.  China contributed in 

a meaningful way to several advanced applications, but the core marking and cutting 

markets were weak as the country deals with slowing domestic consumption and exports.  

Europe, by contrast, achieved all-time record materials processing bookings with a good 

portion headed to European end customers. 

 

Acquisition Update 

Since the last conference call, we satisfied two closing conditions for the pending acquisition 

of Rofin Sinar.  We have received U.S. regulatory clearance and Rofin’s shareholders 

approved the transaction.  We petitioned the Brussels-based European Commission on 

Competition to handle the regulatory review for the EU rather than multiple filings in the 

member states.  Our request was granted and the review process at the ECC is underway.  

We anticipate closing the transaction in the fourth calendar quarter of 2016 as previously 

communicated. We have made steady progress on integration planning and expect to hit the 

ground running after closing the deal.  We will provide integration details following the close.    

 

Wrap 

Our three priorities for the fourth quarter are managing the stand-alone revenue ramp, 

working through European regulatory clearance and continuing the integration planning.  It 

is clearly a lot of work, but the teams working on each of these are highly competent, 

dedicated and enthusiastic.   



 

I’ll now turn the call over to Kevin Palatnik, Coherent’s Executive Vice President and Chief 

Financial Officer.   
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Kevin Palatnik – EVP & Chief Financial Officer 

 

Thanks, John.  

 

Today, I’ll first summarize fiscal third quarter 2016 financial results then move to the outlook for 

Q4. I’ll discuss primarily non-GAAP financial results and ask that you refer to today’s press 

release for a detailed description of our GAAP results, as well as a reconciliation between 

GAAP and non-GAAP financial results. The non-GAAP adjustments relate primarily to stock-

based compensation expense, amortization of intangible assets, acquisition expense and the 

related tax adjustments. 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 

Fiscal third quarter 2016 financial results for the company’s key operating metrics were: 

 Bookings of $390.8 million dollars, 

 Total Revenue of $218.8 million dollars, 

 Non-GAAP Gross Margin of 44.2%, 

 Non-GAAP or Adjusted EBITDA of 20.8%, and  

 Non-GAAP EPS of $1.07 cents 

 

Bookings 

John talked about our bookings for the quarter of approximately $391 million dollars in detail, so 

I’ll move on to the P&L and Balance sheet. 

 



 

Sales 

Net sales for fiscal third quarter of $218.8 million dollars is a record for the company. This is an 

increase of $18.9 million dollars or approximately 9% sequentially. $18.7 million of Q3’s 

sequential increase was in the Microelectronics market, primarily driven by FPD applications.  

Geographically, Asia accounted for 57% of the company’s revenues for the third quarter, the US 

23%, Europe 15% and rest of the world 5%. Asia includes three territories with revenues greater 

than 10% of total sales. Specifically, Japan, South Korea and China represented 21%, 20% and 

11% of third quarter revenues, respectively. 

Total backlog of $886 million at the end of the third quarter is also a record for the company. 

The shippable backlog, defined as shippable within the next 12 months, is approximately $565 

million. This includes $356 million or approximately 63% related to flat panel display 

applications. The comparable shippable backlog at the end of fiscal second quarter was $469 

million, of which, $225 million or approximately 48% related to flat panel display applications. 

 

Other product and service revenues for fiscal third quarter of 2016 were $65 million or 

approximately 30% of sales. Other product revenue consists of spare parts, related accessories 

and other consumable products and was 24% of sales, representing growth of 13% compared 

to last quarter. Revenue from services and service agreements were approximately 6% of sales, 

virtually flat sequentially.  

 

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

panel display manufacturers, that contributed more than 10% of the company’s fiscal third 

quarter revenues. 

 

Gross Profit, Gross Margin, Operating Margin, EBITDA 

Fiscal third quarter non-GAAP gross profit, excluding stock-based compensation charges and 

intangibles amortization was $96.7 million dollars.  At 44.2% of sales for the quarter, non-GAAP 

Gross Margin came in at the high end of the guided range.   As stated in last quarter’s call, the 

sequential decrease of non-GAAP Gross Margin was mainly the result of inefficiencies related 

to the manufacturing ramp up in flat panel display systems. 

Non-GAAP Operating Margin was 16.9% for fiscal third quarter, higher than the mid-point of the 

guidance for Q3. Adjusted EBITDA was 20.8% in fiscal Q3. Once again, this is approximately 

the mid-point of our longer term goal of 19% to 23%.  



Balance Sheet 

Turning to the balance sheet, cash, cash equivalents and short term investments was $374 

million at the end of fiscal Q3, an increase of approximately $13 million compared to the end of 

last quarter. International cash, primarily in Europe, was $324 million or approximately 87% of 

the total cash and investment balance. About 76% of the total cash and short term investments 

is denominated in dollars. We ended the quarter with $20 million of short term borrowings.  

Accounts receivable DSO was 62 days, an improvement of 6 days. As I mentioned last quarter, 

we expect to see fluctuations in our DSO based on the timing of our larger flat panel display 

systems shipments during future quarters.  

The net Inventory balance at the end of the third quarter was approximately $200 million. This is 

a sequential increase of $21 million and was primarily due to increased WIP levels to support 

the flat panel display demand ramp up. 

Capital spending for the quarter was $12.1 million or 5.5% of sales.  

 

Fiscal Fourth quarter of 2016 guidance 

Now, I’ll turn to our outlook for the fiscal fourth quarter of 2016.  

As was stated in our Q1 and Q2 earnings call, the impact of the significant increase in the flat 

panel display backlog would positively impact the second half of fiscal 2016 and future 

revenues. We also said that this impact was more significantly skewed to our fourth and future 

quarters than to Q3. Given expected shipments for Q4, we now have the visibility to guide fiscal 

Q4 revenues. We expect fiscal Q4 revenue to be in the range of $235 to $245 million dollars. 

We expect fiscal fourth quarter non-GAAP Gross Margin to be in the range of 45% to 47%, Non-

GAAP gross margin excludes intangibles amortization of $1.3 million and stock compensation 

costs estimated at $600K.  

Non-GAAP Operating Margin for fiscal fourth quarter is expected to be in the range of 22.0% to 

24.0%. This excludes intangibles amortization estimated at a total of $1.8 million and stock 

compensation expense of a total of approximately $5.3 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 outlook. 

 

Similar to Q3, we expect our non-GAAP tax rate for Q4, to be in the range of approximately 29% 

to 31%. 

 



And, finally, we are assuming weighted outstanding shares of 24.5 million for the fourth quarter. 

 

With regard to our participation at upcoming conferences, we’ll be presenting at Needham’s 

Industrial Technology conference on August 4th in New York and the Deutsche Bank 

Technology Conference in Las Vegas on September 14th. 

 

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

 


