





financial summary

For the year ended June 30 2013 2012

(5000 except per share data)

Bookings $ 527,237 $ 534,865
Revenues $ 558,396 $ 534,630
Net earnings attributable to 1I-VI Incorporated $ 50,813 $ 60,306
Diluted earnings per share $ 0.80 $ 0.94
As of June 30

Total assets $ 863,802 $ 706,486
Total shareholders’ equity $ 636,108 $ 586,226
Working capital $ 366,710 $ 326,645
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shareholder |etter

For 1I-VI Incorporated, fiscal 2013 was a challenging yet
rewarding year. Our financial performance was below our
standards as we continued to be impacted by raw material
pricing volatility and cautious consumption patterns from
certain customers. Despite these obstacles, we continued
to strengthen our core competencies as a global leader in
engineered materials and opto-electronic components by
achieving several significant initiatives. We believe that these
accomplishments will help fuel future growth, maintain our
focus on what we do best, and enable us to continue to
produce materials that matter.

Some noteworthy fiscal year 2013 milestones
included the following:

> We generated record revenues of $558 million,
a 4% increase over previous record revenues
from last fiscal year.

> We established a new record cash flow from
operations of $108 million, a 22% increase
over last fiscal year’s record level.

> We ended the fiscal year with $185 million in
cash and cash equivalents, the highest level
in the history of the Company.

> We completed a $25 million share repurchase
program, our largest such program ever.

> We completed the Company’s most active year
for acquisitions by acquiring three strategic,
material-based businesses that will make
contributions to our planned growth.

> We resized our Pacific Rare Specialty Metals &
Chemicals, Inc. (PRM) business unit to reduce
exposure to volatility in minor metal commodity
prices, while creating a platform for sustained
shareholder value.

> We acquired the remaining 25% equity of
HIGHYAG Lasertechnologie, GmbH, (HIGH-
YAG) in July 2013, moving HIGHYAG from a
majority-owned subsidiary to a wholly-owned
subsidiary.
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> We appointed our first Chief Technology
Officer to help drive new product introductions
while coordinating the external and internal
research efforts of our multiple businesses.

> We completed our 41st consecutive year of
profitability.

The three acquisitions of fiscal 2013 were

M Cubed Technologies, Inc. (November 2012);
the Thin Film Filter business and Interleaver
product line from Oclaro, Inc. (December 2012),
and LightWorks Optics, Inc. (December 2012).
Each of these acquisitions has expanded our
engineered material business portfolio into new
and exciting technologies and markets. We are
focusing on optimizing the synergies available
through these acquisitions in both material

and process technologies that will enable us to
launch new product developments across our
businesses.

After careful and deliberate evaluation of our
long-term strategy for enhancing shareholder
value, we announced that our PRM business
within our Military & Materials segment will
discontinue its tellurium product line, downsize
its selenium product line to eliminate selenium
chemical products while continuing to supply
our Infrared Optics business unit with selenium
metal, and remain focused on rare earth element
refining. These changes will allow us to capitalize
on the strengths of PRM, reduce the unit’s
operating losses and focus on the strategy that
originally drove our acquisition of PRM in 2007:
to become the strategic supplier of selenium
material to our Infrared Optics business.

The military portion of our business remains
strong, and despite uncertainties surrounding
the U.S. government’s planned military spending,
we are targeting this business to grow in fiscal
year 2014. Paramount to this growth strategy has
been the merger of Exotic Electro-Optics and
our recently acquired LightWorks Optics, Inc. to
form LightWorks Optical Systems. We expect

that this merger will accelerate the synergies
between these two groups and will strengthen
our design, engineering and production capabili-
ties to meet our customers’ needs for complex
optical solutions in the defense, aerospace, life
science and commercial markets.

Regarding the recent acquisition of M Cubed,
we are excited about our ability to leverage
existing process technology and high-precision
material capabilities to capitalize on opportunities
in the emerging semiconductor technology of
extreme ultraviolet (EUV) lithography. While the
majority of the lithography systems in the semi-
conductor industry today still utilize 300 mm
diameter substrates, EUV lithography systems
will require larger, more cost-effective 450 mm
diameter wafers. M Cubed’s ability to produce
high-precision ceramic materials of varying shapes
and sizes provides a great platform for manufac-
turing products on these next-generation wafers.
We look forward to using our resources and
making increased research and development
investments to take advantage of this exciting
new opportunity.

We believe that II-VI is positioned for success in
fiscal 2014, and we will continue to grow II-VI to
deliver increased shareholder value. On behalf
of the board of directors, our management and
our employees worldwide, we thank you for
supporting our Company.

Francis J. Kramer
President and Chief Executive Officer

September 6, 2013

1l-VI Incorporated 2013 Annual Report

3



materials that matter.

zinc selenide, zinc sulfide, CYD diamond

These materials are a key part of our industry-
leading vertically integrated process that produces
CO; laser optics and parts, which are critical
components of CO, laser systems deployed
around the world. Over the years, our talented
team of scientists and engineers has developed
world-leading expertise by adapting to change
through innovation in the areas of material growth,
thin-film coating, precision diamond turning and
finished optics fabrication. The ability of our
team to transform these raw materials into fin-
ished laser optics, lenses, windows and optical
components is unmatched around the globe
and allows CO, laser OEM s to secure a supply
of the highest quality and most efficient laser
optics available.

As the worldwide installed base of over 65,000
CO; laser systems continues to grow, our business
of supplying critical replacement optics remains
an integral part of 1I-VI. With improving economic
sentiment, demand for durable goods such as
cars, appliances and other industrial products

CVD Diamond
Material
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will drive laser utilization to higher levels, thus
increasing the need for our replacement optics
and components. Fiscal 2013 also yielded excit-
ing growth opportunities in sales of scan lens
optics. These optics are used for via hole drilling
in circuit boards for high-volume markets such
as cell phone electronics and enable CO; lasers
to drill large numbers of hair-diameter holes in a
circuit board quickly and accurately.

We are excited about expanding our presence
in the one-micron fiber laser market through

our purchase of the remaining ownership of our
HIGHYAG subsidiary. As this business is now
100% owned by II-VI, we are focused on opportu-
nities to invest in its workforce, capital expansion,
and research and development activities. We
have already begun to support these initiatives,
as a planned move into a larger facility at the
end of calendar year 2013 will help streamline
production and build capacity as we continue to
experience growth in one-micron welding and
cutting heads for fiber laser systems.

CVD Diamond substrates position II-VI for
the next generation of semiconductors and
other strategic markets

Diamond has always been of interest to engineers and material scientists because
: of its extreme hardness and strength, high thermal conductivity, low thermal
“‘h?:% expansion, excellent dielectric properties, resistance to chemical attack, and optical
N : transmission over a wide spectral range. We produce one of the highest quality
polycrystalline CVD diamond substrates inthe marketin our state-
of-the-art growth fabrication facilities. The diamond is grown using
aplasma-assisted chemical vapor deposition (CVD) process,

laser-cut to the required dimension and finished to
customer specifications. We continue to investin our
diamond manufacturing capacity in anticipation of
supplying the emerging semiconductor technology known
as extreme ultraviolet (EUV) lithography. We also envision
diamond as the material of choice for use in high-energy
microwave windows, radiation detectors for particle
physics and thermal management solutions in high-
performance electronics or lasers.



materials that matter.

yttrium vanadate, yttrium lithium fluoride,
yttrium aluminum garnet

These materials are the essential optical building
blocks for the systems that carry digital voice and
data over fiber and wireless networks around the
world. Worldwide communication networks are
growing rapidly, reaching new populations in
remote areas. Bandwidth continues to increase
signal speed, scaling up from 40G to 100G as
higher numbers of digital consumers want ac-
cess to Netflix, iTunes, YouTube and other con-
tent-rich applications for their computers and
smart phones. These demands are what help
contribute to the growth of the Near-Infrared
Optics segment of 1I-VI. In fiscal 2013, we con-
tinued investing in research and development
in support of the transition from 40G to 100G
technology. In particular, we are focusing our
efforts on high-end components and module
products to satisfy high-speed network require-
ments. In addition, we continued to invest in
new product development of high-performance

Acquisition of Photop Advanced Coating Center
and Interleaver Product Line diversifies and
expands Photop’s global footprint

InDecember 2012, the Company purchased the Thin-Film Filter business and
Interleaver product line of Oclaro, Inc. These businesses now operate as part of the
Company’s Photop business unitand are referred to as Photop’s Advanced Coating
Center, or “PACC.” PACC designs and manufactures thin-film filter optical chips and
products for optical communications, life sciences and industrial

applications. The acquisition has helped expand the
global footprint of Photop and contribute to the
diversification of its products through penetration
into the growing life sciences market. In addition,
PACC also solidifies Photop as a worldwide
market leader in the production of thin-
film filter optical component products
by delivering distinct technological
advantages and processing capabilities.

Thin Film Filters

flexible bandwidth optical channel monitors and
high-power fiber laser couplers and combiners.
Other noteworthy accomplishments during fiscal
2013 were as follows:

> Photop Aegis fully recovered from a flood
that crippled its main contract manufacturer in
Thailand during 2011. Production capacity was
rebuilt at Photop in China on an accelerated
timetable.

> Growth for Near-Infrared was partly driven by
new product penetration in the data center
and life sciences markets and expansion in
the enterprise network and datacom markets.

> We acquired Photop Advanced Coating Center,
solidifying our lead as a supplier of thin-film
filters and expanding our product offerings in
the life sciences market.
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materials that matter.

germanium, sapphire

These materials are used to produce optical
modules, windows, systems and assemblies that
are key components of advanced military platforms
in the areas of targeting, navigation, night vision
and Homeland Security.

Today’s defense situations require split-second
decision making with unassailable accuracy.
Defense systems — air, sea and ground —
depend on sophisticated optical components to
detect, identify and target threats. Our vertically
integrated Military & Materials business unit
meets these demanding requirements routinely
with advanced technology and reliable product
design. These advanced technologies support
long-standing key military programs and have
allowed our military business to continue growing
despite congressional funding sequestration.

Optical domes manufactured by our LightWorks
Optical Systems (LWOS) subsidiary support
unmanned aerial vehicles’ highly sophisticated

vision needed to carry out missions remotely,
displacing more expensive manned aircraft.
Sapphire windows manufactured by LWOS

are part of what gives the Joint Strike Fighter’s
targeting system its ability to find and destroy
targets with greater precision and at greater
standoff distance than any other targeting
system. Our Max Levy Autograph subsidiary
produces electro-magnetic gridding that is
applied to the windows and other surfaces of
the F-35. This technology is used to counter
electronic interference generated by the enemy
and to make the aircraft nearly invisible to radar
detection.

Despite uncertainties surrounding the U.S.
government’s planned military spending, we

are optimistic about this business in fiscal year
2014 and expect to capitalize on the synergies
of the business units that comprise 1I-VI’s military
operations.
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Germanium-Based Products

Acquisition of LightWorks Optics strengthens
our military product portfolio

In December 2012, the Company acquired LightWorks Optics, Inc. (LightWorks),
located in Tustin, California. LightWorks and the Company’s Exotic Electro-Optics
merged to form LightWorks Optical Systems (LWOS), aleading provider of high-
precision optical assemblies, systems and components. Their products are being
deployed on military platforms such as fighter jets, unmanned aerial vehicles (UAVS),

missiles, tanks and submarines. The award-winning
design, engineering and production capabilities
of this new capability are meeting the
complex optical needs of customers not
justin the military butin life science and
commercialindustries as well.



materials that matter.
reaction bonded silicon carbide and boron carbide,
silicon carbide, bismuth telluride

Materials from our Advanced Products Group
extend the limits of what technology can do.
Bismuth telluride used in thermoelectric cooling
technology from our Marlow subsidiary helps
keep the Hubble Space Telescope functioning.
Silicon Carbide substrates from WBG are used
to support applications operating under the
restraints of high temperature, high power and
high frequency. Advanced ceramic and composite

Our Marlow subsidiary began participation in

a promising new market in fiscal 2013 with a
solid-state cooling application for the personal
comfort market. In a new twist on the idea of the
electric blanket, Marlow’s thermoelectric cooling
technology is now available in personal bedding
solutions for a cooler, more comfortable night’s
sleep. Large-scale manufacturing at Marlow’s
plant in Vietnam will help contribute to the

materials such as reaction bonded silicon carbide
and boron carbide from our M Cubed subsidiary
are used in a variety of semiconductor, display,
defense and industrial applications.

low cost structure.

profitability of this new product line due to our

M Cubed Technologies adds the strength
of composites and ceramics to II-VI

InNovember 2012, the Company acquired M Cubed Technologies, Inc., a U.S.-based
manufacturer of advanced ceramic materials and precision motion control products.
M Cubed uses Metal Matrix Composites (MMCs) and Reaction Bonded Ceramics for
applications in the semiconductor, display, industrial, defense and other markets
that require precision, light weight, strength and hardness. This is especially true
in semiconductor tool applications that must meet the need for increased tolerances,
enhanced thermal stability, faster wafer transfer speeds and increased yields.

M Cubed's industry-leading sizing and shaping capabilities, combined with its
precision machining, motion system assembly and nano-scale metrology capa-
bilities, will be valuable contributors to our Advanced Products Group. Of special
interestis M Cubed's ability to produce high-precision ceramic material of varying
shapes and sizes, which provides a great platform for manufacturing products
on next-generation 300 and 450 mm diameter silicon wafers produced through
deep ultraviolet (DUV) and extreme ultraviolet (EUV) lithography. M Cubed products
are found in multiple applications in display and semiconductor fabs,
including lithography, inspection, metrology and repair.
As an engineered materials company, M Cubed s a good
fit with the Il-VI family of businesses. Its materials
technology and unique process knowledge should
help develop value-added and cost-effective
product solutions for OEM markets.

Silicon Carbide
Wafer Chuck
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INFRARED OPTICS

165,000 new automobiles
are produced every day.

Source: Worldometers Realtime World Statistics.

g Eﬁgineered Materials:
~ Zinc Selenide

~ Zinc Sulfide

. Zinc Sulfide Multi Spectral
CVD Diamond

Worldwide Automobile Production:

Source: Worldometers Realtime World Statistics,

Business Units:

1
Hydrogen h

NEAR-INFRARED OPTICS

Engineered Materials:
Yttrium Aluminum Garnett
Yttrium Lithium Fluoride
Yttrium Vanadate

Internet Population Growth

(2007-2012)
Asia © Middle East

© Europe ® North America
Latin America ® Oceania/Australia
Africa

Source: Internet World Stats.

There are over 6.8 billion mobile
phones in use around the world.

Source: Wikipedia
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optical transmission properties,
making it the preferred choice for
windows used in harsh environments

for infrared targeting applications. B ol Sl

Fighter Production
Projections:

Engineered
Materials:
Germanium
Sapphire

2014 2015 2016 2017 2018 2019

Total Projected U.S. Procurement:
2,457 Aircraft through 2037

Source: 2014 President's Budget and
March 2013 GAO Report to Congress.

MILITARY & MATERIALS
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Unique electronic, mechanical and
thermal properties of Silicon Carbide
make it ideally suited for electronic
devices that operate at high
temperature and high power.

Engineered Materials:
Bismuth Telluride

Silicon Carbide

Reaction Bonded Silicon Carbide
Reaction Bonded Boron Carbide

ADVANCED PRODUCTS GROUP









