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PART I. FINANCIAL INFORMATION
 

Item 1. Financial Statements (Unaudited)
 

FORMFACTOR, INC.
 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)

(Unaudited)

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

Revenues $ 41,262  $ 52,115  $ 130,881  $ 139,101
Cost of revenues 33,110  40,141  102,406  113,168
Gross profit 8,152  11,974  28,475  25,933
Operating expenses:

 

 
 

 
 

 
 

Research and development 8,573  10,423  30,355  32,861
Selling, general and administrative 11,594  11,200  34,273  34,741
Restructuring charges, net 2,481  258  2,584  197
Impairment of long-lived assets 143  100  372  451

Total operating expenses 22,791  21,981  67,584  68,250
Operating loss (14,639)  (10,007)  (39,109)  (42,317)
Interest income, net 163  335  557  1,128
Other income (expense), net 171  (75)  1,127  135
Loss before income taxes (14,305)  (9,747)  (37,425)  (41,054)
Provision for (benefit from) income taxes 173  157  (1,276)  (2,048)

Net loss $ (14,478)  $ (9,904)  $ (36,149)  $ (39,006)
Net loss per share:

 

 
 

 
 

 
 

Basic and Diluted $ (0.29)  $ (0.20)  $ (0.73)  $ (0.77)
Weighted-average number of shares used in per share
calculations:

 

 
 

 
 

 
 

Basic and Diluted 50,154  50,747  49,805  50,719
 

The accompanying notes are an integral part of these condensed consolidated financial statements.

3



Table of Contents

FORMFACTOR, INC.
 

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands)

(Unaudited)
 Three Months Ended  Nine Months Ended

 
September 29, 

2012  
September 24, 

2011  
September 29, 

2012  
September 24, 

2011

Net loss $ (14,478)  $ (9,904)  $ (36,149)  $ (39,006)
Other comprehensive income (loss), net of tax:        

Foreign currency translation adjustments 435  255  161  829
Unrealized gains (losses) on marketable securities:        
Unrealized gains (losses) arising during the period 44  (117)  (62)  218
Net (gains) losses reclassified into earnings —  (35)  (1)  91

Net unrealized gains (losses) on marketable securities 44  (82)  (61)  127
Other comprehensive income (loss), net of tax 479  173  100  956

Comprehensive loss $ (13,999)  $ (9,731)  $ (36,049)  $ (38,050)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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FORMFACTOR, INC.
 

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

(Unaudited)

 

September 29, 
2012  

December 31, 
2011

ASSETS
 

 
 

Current assets:
 

 
 

Cash and cash equivalents $ 162,062  $ 139,049
Marketable securities 114,101  157,642
Accounts receivable, net 16,891  12,662
Inventories 20,054  18,092
Deferred tax assets 729  1,162
Refundable income taxes 3  910
Prepaid expenses and other current assets 6,364  7,458

Total current assets 320,204  336,975
Restricted cash 318  317
Property, plant and equipment, net 32,912  35,132
Deferred tax assets 5,902  5,954
Other assets 3,495  4,693

Total assets $ 362,831  $ 383,071
LIABILITIES AND STOCKHOLDERS’ EQUITY

 

 
 

Current liabilities:
 

 
 

Accounts payable $ 10,856  $ 9,731
Accrued liabilities 17,412  13,966
Income taxes payable 434  100
Deferred revenue 6,093  4,798

Total current liabilities 34,795  28,595
Long-term income taxes payable 1,355  4,112
Deferred rent and other liabilities 4,228  3,712

Total liabilities 40,378  36,419
Commitments and contingencies (Note 16)  
Stockholders’ equity:

 

 
 

Preferred stock, $0.001 par value:
 

 
 

10,000,000 shares authorized; no shares issued and outstanding at September 29, 2012
and December 31, 2011, respectively —  —

Common stock, $0.001 par value:
 

 
 

250,000,000 shares authorized; 50,248,434 and 49,268,479 shares issued and outstanding
at September 29, 2012 and December 31, 2011, respectively 51  50

Additional paid-in capital 663,872  652,024
Accumulated other comprehensive income 2,800  2,700
Accumulated deficit (344,270)  (308,122)

Total stockholders’ equity 322,453  346,652

Total liabilities and stockholders’ equity $ 362,831  $ 383,071
 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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FORMFACTOR, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)
 

Nine Months Ended

 

September 29, 
2012  

September 24, 
2011

Cash flows from operating activities:
 

 
 

Net loss $ (36,149)  $ (39,006)
Adjustments to reconcile net loss to net cash used in operating activities:

 

 
 

Depreciation and amortization 7,996  8,593
Amortization of discount (premium) on investments 77  385
Stock-based compensation expense 9,489  9,661
Deferred income tax provision (benefit) 72  (2,513)
Provision for (recovery of) doubtful accounts receivable 30  (266)
Provision for excess and obsolete inventories 4,349  4,867
Loss (gain) on disposal and write-off of long-lived assets 35  (31)
Impairment of long-lived assets 372  451
Non-cash restructuring 462  (1,582)
Foreign currency transaction (gains) losses 1,141  (542)
Changes in operating assets and liabilities:

 

 
 

Accounts receivable (4,215)  453
Inventories (6,205)  (581)
Prepaid expenses and other current assets 778  2,524
Refundable income taxes 852  (12)
Other assets 325  1,896
Accounts payable 1,451  3,262
Accrued liabilities 3,580  (9,390)
Income taxes payable (1,379)  (1,253)
Deferred rent and other liabilities 124  (11)
Deferred revenues 1,295  1,322

Net cash used in operating activities (15,520)  (21,773)
Cash flows from investing activities:

 

 
 

Acquisition of property, plant and equipment (6,122)  (4,874)
Proceeds from sales of property, plant and equipment —  33
Purchases of marketable securities (82,437)  (182,213)
Proceeds from maturities of marketable securities 114,840  232,980
Proceeds from sale of marketable securities 11,000  —
Change in restricted cash —  383

Net cash provided by investing activities 37,281  46,309
Cash flows from financing activities:

 

 
 

Proceeds from issuances of common stock, net of issuance costs 2,253  3,512
Purchase and retirement of common stock —  (8,536)

Net cash provided by (used in) financing activities 2,253  (5,024)
Effect of exchange rate changes on cash and cash equivalents (1,001)  214
Net increase (decrease) in cash and cash equivalents 23,013  19,726
Cash and cash equivalents, beginning of period 139,049  121,207

Cash and cash equivalents, end of period $ 162,062  $ 140,933
Supplemental cash flow disclosures:

 

 
 

Changes in accounts payable and accrued liabilities related to property, plant
and equipment purchases $ 713  $ (192)
Income taxes paid (refunded), net $ (841)  $ 1,258

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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FORMFACTOR, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited) 

Note 1 — Basis of Presentation and Summary of Significant Accounting Policies
 

Basis of presentation. The accompanying unaudited condensed consolidated interim financial statements of FormFactor, Inc. and our subsidiaries have
been prepared in accordance with accounting principles generally accepted in the United States of America (“GAAP”) and pursuant to the instructions to
Form 10-Q and Article 10 of Regulation S-X of the U.S. Securities and Exchange Commission (the “SEC”). Our interim financial statements do not include
all of the information and footnotes required by generally accepted accounting principles for annual financial statements. In the opinion of management, all
adjustments (consisting only of normal recurring adjustments) considered necessary to fairly present our financial position, results of operations and cash
flows have been included. Operating results for the three and nine months ended September 29, 2012 are not necessarily indicative of the results that may be
expected for the year ending December 29, 2012, or for any other period. The balance sheet at December 31, 2011 has been derived from the audited
consolidated financial statements at that date but does not include all of the information and footnotes required by GAAP for complete financial statements.
The condensed consolidated financial statements include our accounts as well as those of our wholly-owned subsidiaries after elimination of all significant
inter-company balances and transactions.

 
The preparation of condensed consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that

affect the amounts reported in our condensed consolidated financial statements and accompanying notes. Actual results could differ from those estimates, and
material effects on our consolidated operating results and financial position may result.

 
These financial statements and notes should be read with the consolidated financial statements and notes thereto for the year ended December 31, 2011

included in our Annual Report on Form 10-K filed with the SEC on February 21, 2012.
 
Fiscal year.  We operate on a 52/53 week fiscal year, whereby the fiscal year ends on the last Saturday of December. Fiscal 2012 will end on

December 29, 2012, and will consist of 52 weeks.
 
Significant Accounting Policies.  Our significant accounting policies have not materially changed during the three and nine months ended

September 29, 2012 from those disclosed in our Annual Report on Form 10-K for the year ended December 31, 2011.

Note 2 — Recent Accounting Pronouncements and Other Reporting Considerations
 
Fair Value

 
In May 2011, updated authoritative guidance to amend existing requirements for fair value measurements and disclosures was issued. The guidance

expands the disclosure requirements around fair value measurements categorized in Level 3 of the fair value hierarchy and requires disclosure of the level in
the fair value hierarchy of items that are not measured at fair value but whose fair value must be disclosed. It also clarifies and expands upon existing
requirements for fair value measurements of financial assets and liabilities as well as instruments classified in shareholders’ equity. We have adopted this
guidance effective with the first quarter of fiscal 2012 and such adoption did not have a material impact to our Condensed Consolidated Financial Statements.

Comprehensive Income
 
In June 2011, authoritative guidance that addresses the presentation of comprehensive income in interim and annual reporting of financial statements was

issued. The standard eliminates the option to present components of other comprehensive income as part of the statement of changes in stockholders’ equity.
Such changes in stockholders’ equity will be required to be disclosed in either a single continuous statement of comprehensive income or in two separate but
consecutive statements. We have adopted this guidance effective with the first quarter of fiscal 2012 and such adoption did not have a material impact on our
Condensed Consolidated Financial Statements.
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Note 3 — Concentration of Credit and Other Risks
 

Financial instruments that potentially subject us to concentrations of credit risk consist primarily of cash equivalents, marketable securities and trade
receivables. Our cash equivalents and marketable securities are held in safekeeping by large, credit worthy financial institutions. We invest our excess cash
primarily in U.S. banks, government and agency bonds, money market funds and corporate obligations. We have established guidelines relative to credit
ratings, diversification and maturities that seek to maintain safety and liquidity. Deposits in these banks may exceed the amounts of insurance provided on
such deposits. To date, we have not experienced any losses on our deposits of cash and cash equivalents.

We market and sell our products to a narrow base of customers and generally do not require collateral. Three customers accounted for 30%, 16%, and
15% of revenues during the three months ended September 29, 2012 and three customers accounted for 25%, 14%, and 14% of revenues during the three
months ended September 24, 2011. Two customers accounted for 34% and 13% of revenues during the nine months ended September 29, 2012 and two
customers accounted for 16% and 12% of revenues during the nine months ended September 24, 2011. No other customers accounted for more than 10% of
total revenues in either of these fiscal periods.

At September 29, 2012, three customers accounted for approximately 18%, 12%, and 11% of gross accounts receivable. At December 31, 2011, two
customers accounted for approximately 12% and 10% of gross accounts receivable. No other customer accounted for more than 10% of gross accounts
receivable at either of these fiscal period ends. We operate in the intensely competitive semiconductor industry, including the Dynamic Random Access
Memory, or DRAM, Flash memory, and system-on-chip, or SoC markets, which have been characterized by price erosion, rapid technological change, short
product life, cyclical market patterns and heightened foreign and domestic competition. Significant technological changes in the industry could adversely
affect our operating results.

Certain components for our wafer probe card products that meet our requirements are available only from a limited number of suppliers. The rapid rate of
technological change and the necessity of developing and manufacturing products with short lifecycles may intensify our reliance on such suppliers. The
inability to obtain components as required, or to develop alternative sources, if and as required in the future, could result in delays or reductions in product
shipments, which in turn could have a material adverse effect on our business, financial condition, results of operations or cash flows.

Note 4 — Restructuring Charges
 

Restructuring charges include costs related to employee termination benefits, cost of long-lived assets abandoned or impaired, as well as contract
termination costs.  Restructuring charges are reflected separately as ‘Restructuring charges, net’ in the Condensed Consolidated Statements of Operations. A
summary of the actions we have taken during the nine months ended September 29, 2012 and September 24, 2011 are discussed below:

2012 Restructuring Activities

In the first fiscal quarter of 2012, we did not undertake any new restructuring actions. In the second fiscal quarter of 2012, we recorded $0.1 million in
charges for severance and related benefits related to restructuring activities.

In the third fiscal quarter of 2012, we implemented a restructuring plan (the "Q3 2012 Restructuring Plan") which resulted in the reduction of our global
workforce by 44 employees across the organization. In conjunction with this action, we have also initiated a plan to cease our manufacturing operations in
Japan. We recorded $1.8 million in charges for severance and related benefits, $0.2 million in charges for contract termination, and other costs related to
restructuring activities during the quarter related to this plan, and $0.4 million in impairment charges for certain equipment and leasehold improvements that
would no longer be utilized. The activities comprising this reduction in workforce are expected to be substantially completed by the end of the fourth quarter
of fiscal 2012.

 
2011 Restructuring Activities

 
In the first quarter of fiscal 2011, we implemented a restructuring plan (the “Q1 2011 Restructuring Plan”) which resulted in the reduction of our global

workforce by 13 full-time employees across the organization. We recorded $1.1 million in charges for severance and related benefits during the quarter
related to this plan. The activities comprising this reduction in workforce were completed by the end of the second quarter of fiscal 2011.
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In the second quarter of fiscal 2011, we implemented a restructuring plan (the “Q2 2011 Restructuring Plan”) which resulted in the reduction of our
global workforce by 13 full-time employees across the organization. We recorded $0.6 million in charges for severance and related benefits during the quarter
related to the Q2 2011 Restructuring Plan. The activities comprising this reduction in workforce were completed by the end of the third quarter of fiscal 2011.
Additionally, in the second quarter of fiscal 2011 we executed an amendment to the existing lease arrangement for our facility in Singapore which released us
from our obligations related to the floor previously utilized for manufacturing in this facility.  In addition, we were granted a rent reduction for the remaining
occupied facilities in this building. We previously had recorded certain asset retirement obligations and accruals related to our ceasing use of these facilities in
connection with a prior restructuring action.  As a result, we recorded a benefit of $1.5 million to ‘Restructuring charges, net’ in our Condensed Consolidated
Statement of Operations for the three and six months ending September 24, 2011.

In the third quarter of fiscal 2011, we implemented a restructuring plan (the “Q3 2011 Restructuring Plan”) which resulted in the reduction of our global
workforce by four full-time employees primarily in our procurement and logistics organizations. We recorded $0.3 million in charges for severance and
related benefits during the quarter related to this plan. The activities comprising this reduction in workforce were completed by the end of the fourth quarter
of fiscal 2011.

In addition to the above, we executed certain additional restructuring actions during the remainder of fiscal 2011. The ending restructuring accrual of $0.2
million as of December 31, 2011 reflects unpaid amounts related to these actions at that date.

The liabilities we have accrued represent our best estimate of the obligations we expect to incur and could be subject to adjustment as market conditions
change. The remaining cash payments associated with our various reductions in workforce are expected to be paid by the end of the first quarter of fiscal
2013.  As such, the restructuring accrual is recorded as a current liability within ‘Accrued liabilities’ in the Condensed Consolidated Balance Sheets.

The activities in the restructuring accrual for the nine months ended September 29, 2012 were as follows (in thousands):
 

 

Employee
Severance

and
Benefits  

Property and
Equipment
Impairment  

Contract
Termination
and Other

Costs  Total

Accrual at December 31, 2011 $ 200  $ —  $ —  $ 200
Restructuring charges 1,999  407  225  2,631
Cash payments (501)  (407)  (14)  (922)
Adjustments to restructuring charges (50)   —  (50)

Balance at September 29, 2012 $ 1,648  $ —  $ 211  $ 1,859

Note 5 — Fair Value
 

We use fair value measurements to record fair value adjustments to certain financial and non-financial assets and to determine fair value disclosures. Our
marketable securities are financial assets recorded at fair value on a recurring basis. We do not have any assets or liabilities measured at fair value on a non-
recurring basis.

 
The accounting standard for fair value defines fair value, establishes a framework for measuring fair value and requires disclosures about fair value
measurements. Fair value is defined as the price that would be received from selling an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. When determining the fair value measurements for assets and liabilities required to be recorded at fair value, we
consider the principal or most advantageous market in which we would transact and consider assumptions that market participants would use when pricing
the asset or liability, such as inherent risk, transfer restrictions and risk of nonperformance. The accounting standard establishes a fair value hierarchy that
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. A financial instrument’s
categorization within the fair value hierarchy is based upon the lowest level of input that is significant to the fair value measurement. The standard describes a
fair value hierarchy based on three levels of inputs, the first two of which are considered observable and the last unobservable, that may be used to measure
fair value. We apply the following fair value hierarchy, which prioritizes the inputs used in measuring fair value as follows:

• Level 1 - Quoted prices in active markets for identical assets or liabilities.
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• Level 2 - Inputs, other than the quoted prices in active markets, which are observable either directly or indirectly.
• Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities.

Assets Measured at Fair Value on a Recurring Basis
 
We measure and report certain assets and liabilities at fair value on a recurring basis, including money market funds, U.S. Treasury securities, agency

securities and foreign currency derivatives (see Note 17—Derivative Financial Instruments of the Notes to Condensed Consolidated Financial Statements for
discussion of fair value of foreign currency derivatives). The following tables represent the fair value hierarchy for our other financial assets (cash equivalents
and marketable securities):

 
Fair value measured on a recurring basis as of September 29, 2012 (in thousands):
 

 
Level 1  Level 2  Total

Assets:
 

 
 

 
 

Cash equivalents
 

 
 

 
 

Money market funds $ 136,083  $ —  $ 136,083
Commercial paper —  3,000  3,000

Marketable securities     
 

U. S. Treasury —  46,108  46,108
Agency securities —  63,994  63,994
Commercial paper —  3,999  3,999

Total $ 136,083  $ 117,101  $ 253,184

Fair value measured on a recurring basis as of December 31, 2011 (in thousands):
 

 
Level 1  Level 2  Total

Assets:
 

 
 

 
 

Cash equivalents
 

 
 

 
 

Money market funds $ 106,147  $ —  $ 106,147
Commercial paper —  8,999  8,999

Marketable securities     
 

U. S. Treasury —  76,663  76,663
Agency securities —  78,981  78,981
Commercial paper —  1,998  1,998

Total $ 106,147  $ 166,641  $ 272,788
 

The Level 1 assets consist of our money market fund deposits. The Level 2 assets consist of our available-for-sale investment portfolio, which are valued
utilizing a market approach. Our investments are priced by pricing vendors who provided observable inputs for their pricing without applying significant
judgments. Broker’s pricing is used mainly when a quoted price is not available, the investment is not priced by our pricing vendors or when a broker price is
more reflective of fair values in the market in which the investment trades. Our broker-priced investments are labeled as Level 2 investments because fair
values of these investments are based on similar assets without applying significant judgments. In addition, all of our investments have a sufficient level of
trading volume to demonstrate that the fair values used are appropriate for these investments.

 
We did not have any transfers of assets measured at fair value on a recurring basis to or from Level 1 and Level 2 during the three and nine months ended

September 29, 2012 and September 24, 2011.

Note 6 — Marketable Securities
 

We classify our marketable securities as available-for-sale.  All marketable securities represent the investment of funds available for current operations,
notwithstanding their contractual maturities. Such marketable securities are recorded at fair value and unrealized gains and losses are recorded in accumulated
other comprehensive income until realized.
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Marketable securities at September 29, 2012 consisted of the following (in thousands):

 

 
Amortized

Cost  
Gross

Unrealized
Gains  

Gross
Unrealized

Losses  
Fair

Value

U. S. Treasury $ 45,989  $ 119  $ —  $ 46,108
Agency securities 63,913  84  (3)  63,994
Commercial paper 3,999  —  —  3,999

 

$ 113,901  $ 203  $ (3)  $ 114,101
 
Marketable securities at December 31, 2011 consisted of the following (in thousands):

 

 
Amortized

Cost  
Gross

Unrealized
Gains  

Gross
Unrealized

Losses  
Fair

Value

U. S. Treasury $ 76,462  $ 205  $ (4)  $ 76,663
Agency securities 78,921  102  (42)  78,981
Commercial paper 1,998  —  —  1,998

 

$ 157,381  $ 307  $ (46)  $ 157,642
 
The marketable securities with gross unrealized losses have been in a loss position for less than twelve months as of September 29, 2012 and December

31, 2011, respectively.
 
When evaluating the investments for other-than-temporary impairment, we review factors such as the length of time and extent to which fair value has

been below the amortized cost basis, review of current market liquidity, interest rate risk, the financial condition of the issuer, as well as credit rating
downgrades.  We believe that the unrealized losses are not other-than-temporary. We do not have a foreseeable need to liquidate the portfolio and anticipate
recovering the full cost of the securities either as market conditions improve, or as the securities mature.

 
Contractual maturities of marketable securities as of September 29, 2012 were as follows (in thousands):

 

 

Amortized
Cost  

Fair
Value

Due in one year or less $ 28,994  $ 29,059
Due after one year to five years 84,907  85,042

 

$ 113,901  $ 114,101
 
Realized gains and losses on sales and maturities of marketable securities were immaterial for the three and nine months ended September 29, 2012 and

September 24, 2011, respectively.

Note 7 — Allowance for Doubtful Accounts
 

A majority of our trade receivables are derived from sales to large multinational semiconductor manufacturers throughout the world. In order to monitor
potential credit losses, we perform ongoing credit evaluations of our customers' financial condition. An allowance for doubtful accounts is maintained based
upon our assessment of the expected collectability of all accounts receivable. The allowance for doubtful accounts is reviewed and assessed for adequacy on a
quarterly basis. We take into consideration (1) any circumstances of which we are aware of a customer's inability to meet its financial obligations and (2) our
judgments as to prevailing economic conditions in the industry and their impact on our customers. If circumstances change, and the financial condition of our
customers are adversely affected and they are unable to meet their financial obligations to us, we may need to take additional allowances, which would result
in an increase in our net loss.
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During the three months ended September 29, 2012, we did not record any additional provision for doubtful accounts, while in the first half of fiscal 2012
we recorded a provision for doubtful accounts in the amount of $30,000 related to heightened risk of non-payment of accounts receivable by certain
customers that filed for bankruptcy. We did not release any previously reserved bad debts in the three and nine months ended September 29, 2012. We
recorded a reduction in our provision for doubtful accounts of $0.6 million in the first half of fiscal 2011 primarily due to the receipt of payments totaling $0.3
million for accounts receivable previously reserved and the write-off of previously reserved accounts receivable in the amount of $0.3 million.  

A reconciliation of the changes in our allowance for doubtful accounts receivable for the nine months ended September 29, 2012 and September 24, 2011
is as follows (in thousands):

 

 

September 29, 
2012  

September 24, 
2011

Balance at beginning of period $ 238  $ 847
Additions 30  28
Reductions —  (610)

Balance at end of period $ 268  $ 265

Note 8 — Inventories
 

Inventories consisted of the following (in thousands):

 
September 29, 

2012  
December 31, 

2011

Raw materials $ 6,636  $ 5,732
Work-in-progress 8,381  5,938
Finished goods 5,037  6,422

 

$ 20,054  $ 18,092
 
Inventories are stated at the lower of cost (principally standard cost which approximates actual cost on a first-in, first-out basis) or market value. The

provision for potentially excess and obsolete inventory is made based on management's analysis of inventory levels and forecasted future sales. Once the
value is adjusted, the original cost of our inventory less the related inventory write-down represents the new cost basis of such products. Reversal of these
write downs is recognized only when the related inventory has been scrapped or sold. Shipping and handling costs are classified as a component of "Cost of
revenues" in the Condensed Consolidated Statements of Operations.

Note 9 — Warranty
 
We offer warranties on certain products and record a liability for the estimated future costs associated with warranty claims, which is based upon

historical experience and our estimate of the level of future costs. We provide for the estimated cost of product warranties at the time revenue is recognized.
Warranty costs are reflected in the Condensed Consolidated Statement of Operations as a cost of revenues.

A reconciliation of the changes in our warranty liability for the nine months ended September 29, 2012 and September 24, 2011 is as follows (in
thousands):

 

September 29, 
2012  

September 24, 
2011

Balance at beginning of period $ 330  $ 433
Accrual (release) of warranties during the period 1,575  754
Settlements made during the period (1,095)  (427)

Balance at end of period $ 810  $ 760
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Note 10 — Long-lived Assets
 

Impairment of Long-lived Assets
 
During the three months ended September 29, 2012, we wrote-off fully depreciated assets with an acquired cost of $0.2 million. In addition, we recorded

an impairment of $0.1 million related to the termination of an on-going construction-in-progress project in the quarter, while in the nine months ended
September 29, 2012, we recorded an impairment of $0.2 million related to the termination of an on-going construction-in-progress project and $0.2 million
related to certain assets which were previously held for sale that were determined to no longer be saleable and used for internal purposes. During the three and
nine months ended September 24, 2011, we recorded an impairment of $0.1 million and $0.5 million, respectively, related to the termination of aspects of an
on-going project related to certain software development for internal use that had been recorded in construction-in-progress. These charges are included in
‘Impairment of long-lived assets’ in the Condensed Consolidated Statements of Operations in their respective periods.

As discussed in Note 4, we recorded an impairment charge of $0.4 million related to our restructuring activities for the quarter ended September 29,
2012. None was recorded for the quarter ended September 24, 2011. We have not recorded any material impairment charges related to our assets that are held
and used, or intangible assets during the quarters ended September 29, 2012 and September 24, 2011.

 
Long-lived Assets
 
Property, plant and equipment consisted of the following (in thousands):

 

 
September 29, 

2012  
December 31, 

2011

Building $ 790  $ 790
Machinery and equipment 134,320  127,309
Computer equipment and software 37,162  36,323
Furniture and fixtures 6,077  6,073
Leasehold improvements 69,942  70,097

 

248,291  240,592
Less: Accumulated depreciation, amortization and enterprise-
wide impairment (225,054)  (217,963)

 

23,237  22,629
Construction-in-progress 9,675  12,503

 

$ 32,912  $ 35,132

At September 29, 2012, the carrying amount of our intangible asset, which consists of purchased intellectual property, was $2.3 million, with $5.9 million
as the gross amount and $3.6 million as the accumulated amortization. We recorded $0.3 million and $0.9 million, respectively, of amortization expense for
our intangible asset during the three and nine months ended September 29, 2012, all of which was charged to cost of revenues.  The intangible asset had a
remaining amortization period of 2.0 years at September 29, 2012. The intangible asset is included in ‘Other assets’ in the Condensed Consolidated Balance
Sheets.

Note 11 — Accumulated Other Comprehensive Income
 

Accumulated other comprehensive income includes foreign currency translation adjustments and unrealized gains (losses) on available-for-sale
securities. Components of accumulated other comprehensive income was as follows (in thousands):

 

 
September 29, 

2012  
December 31, 

2011

Unrealized gain (loss) on marketable securities, net of tax of $384 at
September 29, 2012 and December 31, 2011, respectively $ (184)  $ (123)
Cumulative translation adjustments 2,984  2,823

Accumulated other comprehensive income $ 2,800  $ 2,700
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Note 12 — Stockholders’ Equity
 
Common Stock Repurchase Program
 

On October 20, 2010, our Board of Directors authorized a program to repurchase up to $50.0 million of outstanding common stock.  Under the
authorized stock repurchase program, we may repurchase shares from time to time on the open market; the pace of repurchase activity will depend on levels
of cash generation, current stock price, and other factors. The stock repurchase program was announced on October 26, 2010 and had a scheduled expiration
of October 19, 2011. The program could be modified or discontinued at any time. 

 
On October 12, 2011, our Board of Directors authorized the extension of this repurchase program through October 19, 2012.  Under the extended

repurchase program, we may repurchase up to $40.5 million of outstanding common stock during the program period.  Except for the extended expiration
date, the terms and conditions of the extended repurchase program remain the same as those in the original program approved in fiscal 2010.

During fiscal year 2011 we repurchased and retired 2,332,740 shares of common stock for $16.4 million under this repurchase authorization.  We did
not repurchase any shares of common stock under this program during fiscal 2012.

Repurchased shares are retired upon the settlement of the related trade transactions. Our policy related to repurchases of our common stock is to charge
the excess of cost over par value to additional paid-in capital. All repurchases were made in compliance with Rule 10b-18 under the Securities Exchange Act
of 1934, as amended.

 
Equity Incentive Plans
 

During the fiscal quarter ended March 31, 2012 we had four equity incentive plans for which we have reserved shares for issuance upon the exercise of
stock options: the 1996 Stock Option Plan, the Incentive Option Plan and the Management Incentive Option Plan (together, the “Prior Plans”), and the 2002
Equity Incentive Plan (the “2002 Plan”), which became effective in April 2002.

At our Annual Meeting of Stockholders on April 18, 2012 (the "2012 Annual Meeting"), our stockholders approved an amended and restated Equity
Incentive Plan (the "2012 Plan"), reserving 7.4 million shares for future grants, less any shares granted between February 28, 2012 and April 18, 2012. In
addition, shares underlying any outstanding stock award or stock option grant previously awarded under the Prior Plans and the 2002 Plan that were canceled
or forfeited prior to vesting or exercise become available for use under the 2012 Plan. The 2002 Plan was terminated on April 18, 2012, except for
outstanding awards. Upon the effectiveness of the 2012 Plan, we ceased granting any equity awards under the Prior Plans and 2002 Plan. Subsequent awards
have been and will be granted under the 2012 Plan.

The 2012 Plan provides for the grant of incentive stock options and nonqualified stock options, stock appreciation rights, restricted stock and restricted
stock units. The incentive stock options may be granted to our employees and the nonqualified stock options, and all awards other than incentive stock
options may be granted to employees, directors and consultants. The exercise price of incentive stock options must be at least equal to the fair market value of
common stock on the date of grant. All options granted under the 2012 Plan will generally vest over four years and have a term of ten years, unless otherwise
determined by the Compensation Committee of the Board of Directors. Stock appreciation rights, restricted stock and restricted stock units granted under the
2012 Plan will generally vest over four years in annual tranches. Additionally, restricted shares reduce the shares available for issuance at 1.55 shares for
every one share issued.
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Stock Options
 

Stock option activity under our equity incentive plans during the nine months ended September 29, 2012 is set forth below: 

 
Number of

Options  
Weighted
Average

Exercise Price  

Weighted
Average

Remaining
Contractual
Life in Years  

Aggregate
Intrinsic Value

Outstanding at December 31, 2011 4,619,022  $ 13.11     
Options granted 70,000  $ 5.34     
Options exercised —  $ —     
Options canceled (372,846)  $ 12.40     

Outstanding at September 29, 2012 4,316,176  $ 13.05  3.85  $ 15,650

Vested and expected to vest at September 29, 2012 4,207,336  $ 13.14  3.81  $ 12,983
Exercisable at September 29, 2012 2,925,405  $ 14.77  3.37  $ —

Restricted Stock Units
 

Restricted stock unit activity under our equity incentive plans during the nine months ended September 29, 2012 is set forth below:
 

 Units  

Weighted
Average

Grant Date
Fair Value

Restricted stock units at December 31, 2011 1,307,303  $ 12.88
Awards granted 1,304,210  5.76
Awards vested (466,786)  14.03
Awards canceled (168,837)  8.84

Restricted stock units at September 29, 2012 1,975,890  $ 8.25

On May 4, 2012, we issued 0.4 million restricted stock units to certain senior executives of our company that will vest based on certain performance
criteria, the achievement of which will be determined on December 31, 2013. The performance criteria are based on the Company's 2013 operating cash flow
levels, and such awards will be earned only if performance targets over the performance periods established by the Compensation Committee are met.
Compensation cost associated with these awards are recognized on an accelerated attribution model and ultimately based on whether or not satisfaction of the
performance criteria is probable. During the three and nine months ended September 29, 2012, we recorded $0.1 million and $0.2 million, respectively, of
stock-based compensation expense related to these awards based on the assessed probability of attainment of the performance criteria.

The total fair value of restricted stock units vested during the three and nine months ended September 29, 2012 was $0.1 million and $2.8 million,
respectively. The total fair value of restricted stock units vested during the three and nine months ended September 24, 2011 was $0.2 million and $4.2
million, respectively.

Employee Stock Purchase Plan

At the 2012 Annual Meeting, our stockholders also approved an amended and restated Employee Stock Purchase Plan (the "2012 ESPP"). The 2012
ESPP does not significantly change the provisions of the 2002 Employee Stock Purchase Plan (the "2002 ESPP"), however, it does remove the annual
increase to shares available for issuance and fixes the number of shares reserved for issuance under the 2012 ESPP at 4.0 million shares. The offering periods
under the 2012 ESPP are a 12 month fixed offering period commencing on February 1 of each calendar year and ending on January 31 of the subsequent
calendar year, and a six month fixed offering period commencing on August 1 of each calendar year and ending on January 31 of the subsequent calendar
year. The 12 month offering period consists of two six month purchase periods and the six month offering period consists of one six month purchase period.
The price of the common stock purchased is 85% of the lesser of the fair market value of the common stock on the first day of the applicable offering period
or the last day of each purchase period.
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Note 13 — Stock-Based Compensation
 

We account for all stock-based compensation to employees and directors, including grants of stock options, as stock-based compensation costs based on
the fair value measured as of the date of grant. These costs are recognized as an expense in the Condensed Consolidated Statements of Operations over the
requisite service period and increase additional paid-in capital.  The table below shows the stock-based compensation charges included in the Condensed
Consolidated Statements of Operations (in thousands):

 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

Stock-based compensation included in:
 

 
 

    
Cost of revenues $ 592  $ 694  $ 1,821  $ 2,297
Research and development 969  887  3,267  3,099
Selling, general and administrative 1,407  1,758  4,401  4,265

Total stock-based compensation 2,968  3,339  9,489  9,661
Tax effect on stock-based compensation —  —  —  —

Total stock-based compensation, net of tax $ 2,968  $ 3,339  $ 9,489  $ 9,661
 
Stock Options
 

During the three and nine months ended September 29, 2012, we granted 25,000 and 70,000 stock options under our approved plans with a weighted
average grant-date fair value of $2.75 and $2.17 per share. During the three months ended September 24, 2011, we did not grant any stock options. During the
nine months ended September 24, 2011, 459,750 stock options were granted under our approved plans with a weighted average grant-date fair value of $4.06
per share.  The following weighted-average assumptions were used in the estimated grant-date fair value calculations for stock options:

 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

Stock Options:
 

 
 

    
Dividend yield —%  —%  —%  —%
Expected volatility 49.8%  —%  48.4%  50.3%
Risk-free interest rate 1.05%  —%  0.67%  1.67%
Expected term (in years) 7.00  —  4.75  4.26

 
Employee Stock Purchase Plan
 

During the three months ended September 29, 2012 and September 24, 2011, there were 239,916 and 158,081 shares respectively, issued under our
approved employee stock purchase plans. During the nine months ended September 29, 2012 and September 24, 2011, we issued 533,077 and 386,818 shares,
respectively, under our approved employee stock purchase plans.  The following weighted-average assumptions were used in estimating the fair value of
employees' purchase rights under our approved employee stock purchase plans:

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

ESPP:
 

 
 

    
Dividend yield —%  —%  —%  —%
Expected volatility 46.0%  51.0%  46.4%  53.4%
Risk-free interest rate 0.13%  0.26%  0.11%  0.23%
Expected term (in years) 0.50  1.00  0.76  0.80
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Unrecognized Compensation Costs
 

At September 29, 2012, the unrecognized stock-based compensation, adjusted for estimated forfeitures, was as follows (in thousands): 

 
Unrecognized

Expense  
Average Expected

Recognition Period
in years

Stock options $ 4,839  1.49
Restricted stock units 8,293  1.82
Employee Stock Purchase Plan 357  0.34

Total unrecognized stock-based compensation expense $ 13,489   

Note 14 — Net Loss per Share
 

Basic net loss per share is computed by dividing net loss by the weighted-average number of common shares outstanding for the period. Diluted net loss
per share is computed giving effect to all potential dilutive common stock, including stock options, restricted stock units and common stock subject to
repurchase. Diluted loss per share for the three and nine months ended September 29, 2012 and September 24, 2011, respectively, was based only on the
weighted-average number of shares outstanding during that period as the inclusion of any common stock equivalents would have been anti-dilutive.

 
A reconciliation of the numerator and denominator used in the calculation of basic and diluted net loss per share follows (in thousands):

 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

Numerator:
 

 
 

    
Net loss used in computing basic and diluted net
loss per share $ (14,478)  $ (9,904)  $ (36,149)  $ (39,006)

Denominator:        
Weighted-average shares used in computing basic
net loss per share 50,154  50,747  49,805  50,719
Add potentially dilutive securities —  —  —  —
Weighted average shares used in computing basic
and diluted net loss per share 50,154  50,747  49,805  50,719

 
The following table sets forth the weighted-average number of all potentially dilutive securities excluded from the computation in the table above

because their effect would have been anti-dilutive (in thousands):
 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

Options to purchase common stock 4,365  4,799  4,480  4,770
Restricted stock units 957  1,267  1,252  1,123
Employee Stock Purchase Plan —  22  —  43

Total potentially dilutive securities 5,322  6,088  5,732  5,936

Note 15 — Income Taxes
 

We recorded an income tax provision of $0.2 million and an income tax benefit of $1.3 million, respectively, for the three and nine months ended
September 29, 2012, as compared to an income tax provision of $0.2 million and an income tax benefit of $2.0 million, respectively, for the three and nine
months ended September 24, 2011. The income tax provision for the three months ended September 29, 2012 reflects income tax expense in certain of our
non-U.S. jurisdictions, while the benefit recorded for the nine months ended September 29, 2012 reflects a $1.6 million release of a reserve for uncertain tax
positions related to the lapsing of the statute of limitations in a U.S. jurisdictions, offset by income tax expense in certain of our non-U.S. operations.  The
income tax expense recorded for the three months ended September 24, 2011 primarily relates to income tax
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expense of our non-U.S. jurisdictions, while the income tax benefit for the nine months ended September 24, 2011 primarily relates to a $2.5 million release
of the deferred tax valuation allowance for a non-U.S. jurisdiction, offset by income tax expense in certain of our non-U.S. operations.  We continue to
maintain a valuation allowance for our U.S. Federal and state deferred tax assets.

 
During the second quarter of fiscal 2011, we determined that it is more likely than not that the deferred tax assets of a non-U.S. jurisdiction will be

realized after considering all positive and negative evidence. Positive evidence included finalization of our current restructuring activity for the related foreign
jurisdiction and conclusion that such location will continue to be in operation for the foreseeable future, as well as a forecast of future taxable income
sufficient to realize such deferred tax assets prior to the expiration of existing net operating loss carryforwards due to a change in the entity’s structure to a
cost-plus arrangement. Accordingly, a deferred tax valuation allowance release of $2.5 million was recorded as an income tax benefit during the quarter. Our
conclusion that it was more likely than not that such deferred tax assets would be realized was strongly influenced by the expectation that such location will
continue to be in operation for the foreseeable future. We believe such conclusion is reasonable in light of our current operational structure and forecasted
operations, both for the foreign jurisdiction and our consolidated operations; however, such conclusion is inherently uncertain. Therefore, if we have material
unforeseen losses or are required to restructure our non-U.S. operations to further align our operating expense structure with our expected revenues, then its
ability to generate sufficient income necessary to realize a portion of the deferred tax assets may be reduced and an additional charge to increase the valuation
allowance may be recorded.

Our liabilities for uncertain tax positions is classified as a long-term income taxes liability as payments are not anticipated over the next 12 months and
because we are unable to make a reasonable estimate as to when cash settlements with the relevant taxing authorities will occur, if at all.  It may be reduced
when liabilities are settled with taxing authorities or when the statute of limitations expires without assessment from tax authorities. Unrecognized tax
benefits decreased by $2.2 million during the nine months ended September 29, 2012 primarily as a result of additional research and development credit
reserves and foreign transfer pricing reserves.  The total amount of net unrecognized tax benefits that, if recognized, would affect the effective tax rate as of
September 29, 2012 is $1.1 million.

 
We recognize interest and penalties related to uncertain tax positions as part of the income tax provision. For the three and nine months ended

September 29, 2012, we recognized interest benefits, net of penalties, of approximately $4,000 and $0.3 million, respectively. For the three and nine months
ended September 24, 2011, we recognized interest charges and penalties of approximately $3,000 and $26,000, respectively. As of September 29, 2012 and
September 24, 2011, we have accrued total interest and penalties related to unrecognized tax benefits of $0.3 million and $0.5 million, respectively.

 
The amount of income taxes we pay is subject to ongoing audits by Federal, state and foreign tax authorities which might result in proposed assessments.

Our estimate for the potential outcome for any uncertain tax issue is judgmental in nature. However, we believe we have adequately provided for any
reasonably foreseeable outcome related to those matters. Our future results may include favorable or unfavorable adjustments to our estimated tax liabilities
in the period the assessments are made or resolved or when statutes of limitation on potential assessments expire. As of September 29, 2012 changes to our
uncertain tax positions in the next 12 months that are reasonably possible are not expected to have a significant impact on our financial position or results of
operations.

Note 16 — Commitments and Contingencies
 
Environmental Matters

 
We are subject to U.S. Federal, state and local, and foreign governmental laws and regulations relating to the protection of the environment, including

those governing the discharge of pollutants into the air and water, the management and disposal of hazardous substances and wastes, the clean-up of
contaminated sites and the maintenance of a safe workplace. We believe we comply in all material respects with the environmental laws and regulations that
apply to us, including those of the California Department of Toxic Substances Control, the Bay Area Air Quality Management District, the City of Livermore
Water Resources Division and the California Division of Occupational Safety and Health. We did not receive any notices of violations of environmental laws
and regulations in fiscal 2011 or during the first nine months of our fiscal 2012. No provision has been made for loss from environmental remediation
liabilities associated with our facilities because we believe that it is not probable that a liability has been incurred as of September 29, 2012.

While we believe that we are in compliance in all material respects with the environmental laws and regulations that apply to us, in the future, we may
receive additional environmental violation notices, and if received, final resolution of the violations identified by these notices could harm our operations,
which may adversely impact our operating results and cash flows. New
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laws and regulations, stricter enforcement of existing laws and regulations, the discovery of previously unknown contamination at our or others' sites or the
imposition of new cleanup requirements could also harm our operations, thereby adversely impacting our operating results and cash flows.

 Indemnification Arrangements
 
We have and may have from time to time in the ordinary course of our business entered into contractual arrangements with third parties that include

indemnification obligations. Under these contractual arrangements, we have agreed to defend, indemnify and/or hold the third party harmless from and
against certain liabilities. These arrangements include indemnities in favor of customers in the event that our wafer probe cards infringe a third party's
intellectual property and indemnities in favor of our lessors in connection with facility leasehold liabilities that we may cause. In addition, we have entered
into indemnification agreements with our directors and certain of our officers, and our bylaws contain indemnification obligations in favor of our directors,
officers and agents. These indemnity arrangements may limit the type of the claim, the total amount that we can be required to be paid in connection with the
indemnification obligation and the time within which an indemnification claim can be made. The duration of the indemnification obligation may vary, and for
most arrangements, survives the agreement term and is indefinite. We believe that substantially all of our indemnity arrangements provide either for
limitations on the maximum potential future payments we could be obligated to make, or for limitations on the types of claims and damages we could be
obligated to indemnify, or both. However, it is not possible to determine or reasonably estimate the maximum potential amount of future payments under
these indemnification obligations due to the varying terms of such obligations, a lack of history of prior indemnification claims, the unique facts and
circumstances involved in each particular contractual arrangement and in each potential future claim for indemnification, and the contingency of any potential
liabilities upon the occurrence of events that are not reasonably determinable. We have not had any requests for indemnification under these arrangements.
Our management believes that any liability for these indemnity arrangements would not be material to our accompanying consolidated financial statements.
We have not recorded any liabilities for these indemnification arrangements on our consolidated balance sheet as of September 29, 2012.

 
Legal Matters

 
From time to time, we may be subject to legal proceedings and claims in the ordinary course of business. For the fiscal quarter ended September 29,

2012, we were not involved in any material legal proceedings, other than the proceedings summarized below. In the future we may become a party to
additional legal proceedings that may require us to spend significant resources, including proceedings designed to protect our intellectual property rights and
to collect past due accounts receivable from our customers.
 
Customs and Trade Matters

 
From time to time, we receive communications from certain jurisdictions regarding customs and indirect tax matters such as customs duties and value

added taxes. In fiscal 2011, we received inquiries from a foreign jurisdiction tax authority and from a foreign customs authority, regarding certain indirect tax
matters. We have fully cooperated with these inquiries, which related to our prior shipping process for new product qualifications and for products for certain
of our repair center activities. During the fiscal quarter ended September 29, 2012, we received what we believe are final communications on these tax and
customs matters indicating we owe $0.3 million of unpaid indirect taxes and penalties. We had previously accrued $1.0 million for potential exposures related
to these tax and customs matters, and therefore have adjusted our accrual to reflect this final conclusion as of September 29, 2012.

 
Patent Litigation

 
In the ordinary course of business, the Company has been, is currently, and may in the future be, involved in other commercial litigation relating to

intellectual property.

In July 2010, we filed a lawsuit in the United States District Court for the Northern District of California, case no. 4:10-cv-03095-PJH (the "Action"),
against Micro-Probe Inc. and a Micro-Probe officer who was a former FormFactor employee. In the Action, we asserted patent infringement and unfair
competition claims against MicroProbe, and trade secret misappropriation and breach of confidence claims against Micro-Probe and the former FormFactor
employee. On October 16, 2012, and in connection with an Agreement and Plan of Merger dated August 31, 2012, under which we acquired 100.0% of the
shares of Astria Semiconductor Holdings, Inc. and its Subsidiaries, see Note 18 for further information, FormFactor, Astria Semiconductor Holdings, Micro-
Probe, the former FormFactor employee entered into a Confidential Settlement Agreement and
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FormFactor, Astria Semiconductor Holdings, Micro-Probe, the former FormFactor employee and certain other entities entered into a Confidential Release
Agreement, both to resolve the Action.

One or more third parties have initiated challenges in the U.S. Patent and Trademark Office, or USPTO, against certain of our patents, including requests
for reexamination directed to all of the patents-in-suit in the Action. The USPTO granted the re-examination requests directed to U.S. Patent Nos. 6,246,247,
6,825,422, 6,441,315, and 7,225,538, and granted in part the requests directed to U.S. Patent Nos. 6,965,244, 7,227,371 and 7,671,614. Requests for
reexamination of the Company's U.S. Patent Nos. 6,615,485 and 6,624,648 and 5,994,152 were also granted by the USPTO. With respect to US Patent No.
5,994,152, the re-examination proceeding has concluded and a re-examination certificate was issued. With respect to US Patent No. 6,624,648, the
reexamination proceeding has concluded and a re-examination certificate was issued February 28, 2012. The Company did not appeal the adverse USPTO
decision regarding US Patent No. 6,615,485. The foreign actions include proceedings in Taiwan against several of our Taiwan patents.

No provision has been made for patent-related litigation because we believe that it is not probable that a liability had been incurred as of September 29,
2012. We will incur material attorneys' fees in prosecuting and defending the various identified actions.

Note 17 — Derivative Financial Instruments
 

We operate and sell our products in various global markets. As a result, we are exposed to changes in foreign currency exchange rates. We utilize foreign
currency forward contracts to hedge against future movements in foreign exchange rates that affect certain existing foreign currency denominated assets and
liabilities. Under this program, our strategy is to have increases or decreases in our foreign currency exposures offset by gains or losses on the foreign
currency forward contracts to mitigate the risks and volatility associated with foreign currency transaction gains or losses. We do not use derivative financial
instruments for speculative or trading purposes. Our derivative instruments are not designated as hedging instruments. We record the fair value of these
contracts as of the end of our reporting period to our Condensed Consolidated Balance Sheet with changes in fair value recorded within “Other income
(expense), net” in our Condensed Consolidated Statement of Operations for both realized and unrealized gains and losses.

 
The following table provides information about our foreign currency forward contracts outstanding as of September 29, 2012 (in thousands): 

Currency  Contract Position  
Contract Amount
(Local Currency)  

Contract Amount
(U.S. Dollars)

Japanese Yen  Sell  129,141  $ 1,650
Taiwan Dollar  Buy  (59,891)  (2,054)
Korean Won  Buy  (268,604)  (242)

Total USD notional amount of outstanding foreign exchange
contracts    $ (646)

 
The contracts were entered into on September 28, 2012 and matured on October 26, 2012. Our foreign currency contracts are classified within Level 2 of

the fair value hierarchy as they are valued using pricing models that utilize observable market inputs. There was no change in the value of these contracts as
of September 29, 2012. Additionally, no gains or losses relating to the outstanding derivative contracts were recorded in the three and nine months ended
September 29, 2012.

The location and amount of gains and losses related to non-designated derivative instruments that matured in the three and nine months ended
September 29, 2012 and September 24, 2011 in the Condensed Consolidated Statement of Operations are as follows (in thousands):

 

 

 
 

 
Amount of Gain or (Loss) 
Recognized on Derivatives

 

 
 

 Three Months Ended  Nine Months Ended
Derivatives Not Designated as
Hedging Instruments  

Location of Gain or (Loss)
Recognized on Derivatives  

September 29,
2012  

September 24,
2011  

September 29,
2012  

September 24,
2011

Foreign exchange forward
contracts  

Other income
(expense), net  $ (171)  $ (352)  $ (170)  $ (641)
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Note 18 — Subsequent Events
 

On October 16, 2012, we acquired, pursuant to an Agreement and Plan of Merger dated August 31, 2012, 100.0% of the shares of Astria Semiconductor
Holdings, Inc., including its operating subsidiary Micro-Probe, Inc. (“Astria”), for total consideration of $116.8 million, comprised of cash consideration of
$100.0 million and 3,021,066 shares of our common stock valued at $5.5444 per share. As a result of the acquisition, Astria has become our wholly-owned
subsidiary.

Astria is a semiconductor equipment company that designs, develops, manufacturs, sells and services high performance, custom designed advanced
SoC wafer probe cards and analytical test equipment used in the semiconductor industry. Astria is a global company with operations in the U.S. and Asia,
including China, South Korea, Singapore and Taiwan. The acquisition of Astria enables us to leverage the combination of two advanced wafer probe card
manufacturers and expand our SoC product portfolio to meaningfully diversify our business.

The transaction will be accounted for in accordance with the acquisition method of accounting for business combinations under existing GAAP. The
acquisition method of accounting requires, among other things, that assets acquired and liabilities assumed be recognized at their fair values as of the
acquisition date including acquired in-process research and development assets.

Due to the limited time since the acquisition date, the initial purchase allocation for the business combination is incomplete at this time. As a result, we
are unable to provide disclosures of the amounts that will be recognized as of the acquisition date for the major classes of assets acquired and liabilities
assumed, including the information required for accounts receivable, inventory, pre-acquisition contingencies, intangible assets and goodwill. Because the
initial purchase allocation for the business combination is incomplete at this time, we are also unable to provide the required pro forma disclosures of
revenues and earnings of the combined entity.

We have expensed $1.2 million of costs relating to legal, financial and due diligence services performed in connection with the transaction with Astria,
which are included in selling, general and administrative expenses in the accompanying Statement of Condensed Consolidated Operations for the three and
nine months ended September 29, 2012.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 
Cautionary Statement Regarding Forward-Looking Statements
 

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the Securities Exchange Act of 1934 and the Securities
Act of 1933, which are subject to risks, uncertainties and assumptions that are difficult to predict. The forward-looking statements include statements
concerning, among other things, our business strategy, including anticipated trends and developments in and management plans for our business and the
markets in which we operate, financial results, operating results, revenues, gross margin, operating expenses, products, projected costs and capital
expenditures, research and development programs, sales and marketing initiatives, and competition. In some cases, you can identify these statements by
forward-looking words such as “may,” “might,” “could,” “should,” “expect,” “plan,” “anticipate,” “believe,” “estimate,” “predict,” “intend” and “continue,”
the negative or plural of these words and other comparable terminology.

 
The forward-looking statements are only predictions based on our current expectations and our projections about future events. All forward-looking

statements included in this Quarterly Report on Form 10-Q are based upon information available to us as of the filing date of this Quarterly Report on
Form 10-Q. You should not place undue reliance on these forward-looking statements. We undertake no obligation to update any of these statements for any
reason. These forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause our actual results, levels of
activity, performance or achievements to differ materially from those expressed or implied by these statements. These factors include the matters discussed in
the section titled “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2011 and in the section titled “Risk Factors” and
elsewhere in this Quarterly Report on Form 10-Q. You should carefully consider the numerous risks and uncertainties described under these sections.

 
The following discussion and analysis should be read in conjunction with our condensed consolidated financial statements and the accompanying notes

contained in this Quarterly Report on Form 10-Q. Unless expressly stated or the context otherwise requires, the terms “we,” “our,” “us” and “FormFactor”
refer to FormFactor, Inc. and its subsidiaries.
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Overview
 

We design, develop, manufacture, sell and support precision, high performance advanced semiconductor wafer probe card products and solutions.
Semiconductor manufacturers use our wafer probe cards to perform wafer sort and test on the semiconductor die, or chips, on the whole semiconductor wafer,
which is prior to singulation of the wafer into individual separate chips. We work closely with our customers on product design, as each wafer probe card is a
custom product that is specific to the chip and wafer designs of the customer. During wafer sort and test, a wafer probe card is mounted in a prober and
electrically connected to a semiconductor tester. The wafer probe card is used as an interface to connect electrically with and test individual chips on a wafer.
Our wafer probe cards are used by our customers in the front end of the semiconductor manufacturing process, as are our image sensor, parametric, or in-line,
probe cards. We operate in a single industry segment and have derived substantially all of our revenues from the sale of wafer probe cards incorporating our
proprietary technology, including our MicroSpring® interconnect technology and our ATRE™ test technology.

During the three and nine months ended September 29, 2012, we saw revenue decrease as compared to the same period in fiscal 2011 across our DRAM
and SoC product markets, offset by an increase in Flash product markets. Our revenues decreased by 21%, or $10.9 million, in the three months ended
September 29, 2012 as compared to the same period in fiscal 2011 and by 6%, or $8.2 million, in the nine months ended September 29, 2012, as compared to
the same period in fiscal 2011. This decrease is attributed primarily to weakening DRAM end market demand. Market demand in SoC was also down in the
three and nine months ended September 29, 2012 as compared to the same periods in fiscal 2011, driven by macroeconomic conditions. Improved market
penetration in NAND Flash in a major NAND Flash manufacturer drove increased revenues in this segment.

We incurred a net loss of $14.5 million in the third quarter of fiscal 2012 as compared to a net loss of $9.9 million for the third quarter of fiscal 2011. Net
loss increased quarter over quarter due to decreasing revenue and gross margin levels, as well as an increase in operating expenses due to restructuring
charges of $2.5 million and acquisition costs of $1.2 million, partially offset by the foreign Customs and value-added tax, or VAT, accrual release of $0.6
million. We incurred a net loss of $36.1 million in the first nine months of fiscal 2012 as compared to $39.0 million in the first nine months of fiscal 2011.
The decrease in net loss period over period is primarily attributable to improved gross margin levels driven by favorable product mix, lower material costs,
and lower inventory reserve charges, as well as the reduction in operating expenses driven by both our restructuring actions undertaken throughout 2010 and
2011 and our continued focus on cost control efforts.

Our cash, cash equivalents and marketable securities totaled approximately $276.2 million as of September 29, 2012, as compared to $296.7 million at
December 31, 2011. The decrease in our cash, cash equivalents and marketable securities balances was primarily due to the use of cash for operating activities
in the second and third fiscal quarters of 2012. We believe that we will be able to satisfy our working capital requirements for the next twelve months with the
liquidity provided by our existing cash, cash equivalents and marketable securities. If we are unsuccessful in improving our operating efficiency, reducing our
cash outlays or increasing our available cash through financing, our cash, cash equivalents and marketable securities will further decline in the fourth quarter
of fiscal 2012 and future fiscal quarters.

 
We believe the following information is important to understanding our business, our financial statements and the remainder of this discussion and

analysis of our financial condition and results of operations:
 
Revenues. We derive substantially all of our revenues from product sales of wafer probe cards. Revenues from our customers are subject to fluctuations

due to factors including, but not limited to, design cycles, technology adoption rates, competitive pressure to reduce prices, cyclicality of the different end
markets into which our customers' products are sold, market conditions in the semiconductor industry and macroeconomic issues. Historically, increases in
revenues have resulted from increased demand for our existing products, the introduction of new, more complex products and the penetration of new markets.
We expect that revenues from the sale of wafer probe cards will continue to account for substantially all of our revenues for the foreseeable future.

Cost of Revenues. Cost of revenues consists primarily of manufacturing materials, payroll, shipping and handling costs and manufacturing-related
overhead. Our manufacturing operations rely upon a limited number of suppliers to provide key components and materials for our products, some of which
are a sole source. We order materials and supplies based on backlog and forecasted customer orders. Tooling and setup costs related to changing
manufacturing lots at our suppliers are also included in the cost of revenues. We expense all warranty costs and inventory write-down as cost of revenues.

We design, manufacture and sell custom advanced wafer probe cards into the semiconductor test market, which is subject to significant variability and
demand fluctuations. Our wafer probe cards are complex products that are custom to a specific chip design of a customer and must be delivered on relatively
short lead-times as compared to our overall manufacturing
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process. Our advanced wafer probe cards are manufactured in low volumes. It is not uncommon for us to acquire production materials and start certain
production activities based on estimated production yields and forecasted demand prior to, and/or in excess of, actual demand for our wafer probe cards. We
record an adjustment to our inventory valuation for estimated obsolete and non-saleable inventories based on assumptions about future demand, changes to
manufacturing processes, and overall market conditions.

Research and Development. Research and development expenses include expenses related to product development, engineering and material costs.
Almost all research and development costs are expensed as incurred, and capitalization of such costs has been immaterial in all periods to date. We plan to
continue to invest in research and development activities to improve and enhance existing product technologies, to develop new products and product
architectures, and to develop new technologies for current and new products and for new applications.

Selling, General and Administrative. Selling, general and administrative expenses include expenses related to sales, marketing, and administrative
personnel, provision for doubtful accounts, internal and outside sales representatives' commissions, market research and consulting, and other sales,
marketing, and administrative activities. These expenses also include costs for protecting and enforcing our intellectual property rights and regulatory
compliance costs.

Restructuring Charges. Restructuring charges include costs related to employee termination benefits, costs of long-lived assets abandoned or impaired, as
well as contract termination costs.

Impairment of Long-Lived Assets. Asset impairment charges include charges associated with the write down of assets that have no future expected benefit
or assets for which circumstances indicate that the carrying amount of these assets may not be recoverable, as well as adjustments to the carrying amount of
our assets held for sale.
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Results of Operations
 

The following table sets forth our operating results as a percentage of revenues for the periods indicated:
 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

Revenues 100.0 %  100.0 %  100.0 %  100.0 %
Cost of revenues 80.2  77.0  78.2  81.4
Gross profit 19.8  23.0  21.8  18.6
Operating expenses:

 

 
 

 
 

 
 

Research and development 20.8  20.0  23.2  23.6
Selling, general and administrative 28.1  21.5  26.2  25.0
Restructuring charges, net 6.0  0.5  2.0  0.1
Impairment of long-lived assets 0.3  0.2  0.3  0.3

Total operating expenses 55.2  42.2  51.7  49.0
Operating loss (35.4)  (19.2)  (29.9)  (30.4)
Interest income, net 0.4  0.6  0.4  0.8
Other income (expense), net 0.4  (0.1)  0.9  0.1
Loss before income taxes (34.6)  (18.7)  (28.6)  (29.5)
Provision for (benefit from) income taxes 0.4  0.3  (1.0)  (1.5)

Net loss (35.0)%  (19.0)%  (27.6)%  (28.0)%
 
Three and nine months ended September 29, 2012 and September 24, 2011:

 
Revenues
 
Revenues by Market

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  % Change  

September 29,
2012  

September 24,
2011  % Change

 
(In thousands, except percentages)

DRAM $ 25,993  $ 36,496  (28.8)%  $ 85,995  $ 97,295  (11.6)%
Flash 8,374  7,329  14.3  23,092  18,789  22.9
SoC 6,895  8,290  (16.8)  21,794  23,017  (5.3)

Total revenues $ 41,262  $ 52,115  (20.8)%  $ 130,881  $ 139,101  (5.9)%
 

Revenues for the three and nine months ended September 29, 2012 decreased 21%, or $10.9 million, and 6%, or $8.2 million, compared to the
revenues of the comparable periods of the prior year. For the three months ended September 29, 2012, our revenue decreased approximately 29% in our
DRAM products and 17% in our SoC products, but was up approximately 14% in our Flash products. These fluctuations in revenue were primarily driven by
unit volume.

 
Our revenues for the three and nine months ended September 29, 2012 were primarily generated by sales of wafer probe cards to manufacturers of

DRAM devices. Revenues from sales to DRAM device manufacturers in the three months ended September 29, 2012 decreased as compared to revenue from
DRAM device manufacturers for the comparable period of the prior year due to worldwide unfavorable macro-economic conditions. Revenues from the sales
to DRAM device manufacturers for the nine months ended September 29, 2012 were down 12% compared to the prior year.

Revenues from sales to Flash memory device manufacturers increased significantly during the three and nine months ended September 29, 2012 as
compared to the same periods in the prior year. The increase was driven by increased penetration into a NAND Flash manufacturer and increased demand
from existing NOR manufacturers.
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Revenues from sales to SoC device manufacturers decreased in the three and nine months ended September 29, 2012, compared to the comparable
periods in the prior year, primarily due to macroeconomic conditions driving lower demand and spend rates from our customers.

Revenues by Geographic Region
 

The following table sets forth our revenues by geographic region for the periods indicated:
 

 
Three Months Ended  Nine Months Ended

September 29, 
2012  

% of
Revenue  

September 24, 
2011  

% of
Revenue

September 29,
2012

% of
Revenue

September 24,
2011

% of
Revenue

 
(In thousands, except percentages)

Taiwan $ 6,979  16.9%  $ 9,883  19.0%  $ 28,059  21.4%  $ 44,251  31.8%
Japan 8,060  19.5  11,664  22.4  19,434  14.8  24,881  17.9
North America 4,388  10.6  7,033  13.5  13,050  10.0  20,388  14.7
South Korea 12,042  29.2  16,767  32.2  47,986  36.7  33,385  24.0
Asia Pacific (1) 8,080  19.6  5,153  9.9  17,735  13.6  11,009  7.9
Europe 1,713  4.2  1,615  3.0  4,617  3.5  5,187  3.7

Total revenues $ 41,262  100.0%  $ 52,115  100.0%  $ 130,881  100.0%  $ 139,101  100.0%
______________________________________

(1) Asia-Pacific includes all countries in the region except Taiwan, Japan and South Korea, which are disclosed separately.
 

Geographic revenue information is based on the location to which we ship the customer product. For example, if a certain South Korean customer
purchases through their North American subsidiary and requests the products to be shipped to an address in Asia-Pacific, this sale will be reflected in the
revenues for Asia-Pacific rather than North America.

 
The decrease in South Korea revenues for the three months ended September 29, 2012 compared to the same period in the prior year was primarily due

to reduced DRAM demand in the third quarter based on overall end market demand reduction coupled with high buy rates in the first and second quarters by a
DRAM producer in the region. This was partly offset by increased market penetration of our NAND Flash products to customers in this region, and the
continued market adoption and ramp of our SmartMatrix and TouchMatrix products across the DRAM and Flash markets, respectively.  The decrease for the
three and nine months comparable periods in Taiwan was primarily driven by a decrease in DRAM product shipments to that region, partially offset by higher
NOR Flash product shipments.  Revenues in North America for the three and nine months comparable periods also decreased, driven by a combination of a
decrease in DRAM shipments, shipment of an increasing percentage of North American Flash manufacturer's probecard orders to their Asia-based test
facilities, and slowing SoC demand due to macroeconomic conditions. Revenue in Europe for the three and nine comparable periods were relatively flat.
Decreased Japan revenues in the three and nine month comparable periods were the result of decreased commodity DRAM demand in the region, partially
offset by increase in SoC revenues driven by continued growth of a customer for our SoC products in Japan. Revenues in Asia Pacific for the three and nine
month periods increased, primarily driven by sales of our SmartMatrix DRAM products in that region.
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The following customers accounted for more than 10% of our revenues for the periods indicated:
 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

SK hynix (1) 30.1%  24.5%  34.4%  16.3%
Samsung (2) 15.6%  14.2%  13.1%  11.8%
Tera Probe Inc *  14.3%  *  *
Elpida (3) 14.7%  *  *  *
Micron Technology (4) *  *  *  *

Total 60.4%  53.0%  47.5%  28.1%
 ______________________________________

(1) Includes SK hynix and its consolidated subsidiary SK hynix Semiconductor (China) Ltd.
(2) Includes Samsung Semiconductor, Inc. and its consolidated subsidiary Samsung Austin Semiconductor
(3) Includes Elpida Memory, Inc. and its consolidated subsidiary Rexchip Electronics Corporation
(4) Includes Micron Technology, Inc. and its consolidated subsidiaries, including Micron Semiconductor Asia Pte. Ltd., Micron Semiconductor

Italia S.r.L., Micron Semiconductor Israel Ltd. and Micron Japan Ltd.
* Less than 10% of revenues.

 The percentages above reflect customer constellations as of September 29, 2012.  Prior period concentrations have been updated to reflect the current
customer compositions.

Gross Profit
 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

 
(In thousands, except percentages)

Gross profit $ 8,152  $ 11,974  $ 28,475  $ 25,933
% of revenues 19.8%  23.0%  21.8%  18.6%

 
Gross profit fluctuates with revenue levels, product mix, selling prices, factory loading, and material costs. For the three months ended September 29,

2012, gross profit declined compared to the same period in the prior year, primarily due to lower production volume, increase in quarterly excess and obsolete
inventory and higher warranty costs. For the nine months ended September 29, 2012, gross margin increased compared to the same period in the prior year,
primarily due to changes in product mix, as well as overall initiatives to reduce excess and obsolete inventory, and cost reduction initiatives.

For the three months ended September 29, 2012, the primary driver for the decline in gross profit was an increase in net inventory provision charges of
$0.5 million. This increase in inventory provision charges reflects a drop in customer demand for the company's products as a result of global economic
conditions and uncertainty. Excess custom inventories are not uncommon for us because our advanced wafer probe cards are custom designs manufactured in
low volumes, but which must be delivered on relatively short lead times. This requires us to acquire production materials and start certain production
activities based on estimated production yields and forecast demand prior to and/or in excess of, actual demand for our wafer probe cards. For the three
months ended September 29, 2012, the value of previously reserved materials that were used in manufacturing and shipped was $0.6 million.

For the three months ended September 29, 2012, the decline in gross profit was also driven by an increase in warranty provision of $0.5 million due to
higher repair costs for probe cards serviced under our warranty provisions.

For the nine months ended September 29, 2012, the primary driver for the improvement in gross profit was improved product mix for our DRAM
products and lower material costs. Gross profit also benefited from a decrease in net inventory provision charges of $0.5 million. For the nine months ended
September 29, 2012, the value of previously reserved materials that were used in manufacturing and shipped was $0.8 million.
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Gross profit included stock-based compensation of $0.6 million and $1.8 million for the three and nine months ended September 29, 2012,
respectively, compared to $0.7 million and $2.3 million for the three and nine months ended September 24, 2011, respectively, with the decrease being
primarily due to declining stock prices, decreased headcount and a reduction in the number of awards granted, partially offset by expenses related to current
year grants.

In the future, our gross profits may be adversely impacted by lower levels of product revenues, even though we have taken significant steps to reduce
our operating cost structure.  Our gross profits may also be adversely affected if we are required to record additional inventory provision charges and
inventory write-downs if estimated average selling prices of products held in finished goods and work in process inventories are below the manufacturing cost
of those products.

Research and Development
 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

 
(In thousands, except percentages)

Research and development $ 8,573  $ 10,423  $ 30,355  $ 32,861
% of revenues 20.8%  20.0%  23.2%  23.6%

 
Research and development expenses for the three and nine months ended September 29, 2012 decreased $1.9 million and $2.5 million, respectively,

compared to the same periods in the prior year primarily due to changes in certain new technology product development related costs and the decrease in
other costs as a result of our cost reduction efforts. As a percent of revenues, research and development expenses remained relatively flat during the three and
nine months ended September 29, 2012 from the comparable period of the prior year.

In the three and nine months ended September 29, 2012, costs related to our research and development activities decreased from fiscal 2011 due to
reduced materials and related costs of $1.4 million and $1.8 million, as well as reduced headcount, licensing and equipment, and related costs of $0.3 million
and $1.1 million, partially offset by increased facilities costs of $56,000 and $0.3 million and increased stock-based compensation charges, respectively.
Stock-based compensation included within research and development expenses was $1.0 million and $3.3 million for the three and nine months ended
September 29, 2012, compared to $0.9 million and $3.1 million for the three and nine months ended September 24, 2011, with the increase being primarily
due to current year grants, offset by declining stock prices.

We are continuing our strategic investments in research and development, including investments in the development of our next generation
architecture and products for testing DRAM devices, new vertical technology directed to testing SoC devices, advanced MicroSpring interconnect technology,
ATRE wafer test technology and new process technologies. We remain committed to product development in new and emerging wafer test technologies.

Selling, General and Administrative
 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

 
(In thousands, except percentages)

Selling, general and administrative $ 11,594  $ 11,200  $ 34,273  $ 34,741
% of revenues 28.1%  21.5%  26.2%  25.0%

Selling, general and administrative expenses increased $0.4 million for the three months ended September 29, 2012 from the comparable period of the
prior year primarily due to $1.2 million acquisition costs including legal, financial and due diligence services, offset by the by the foreign Customs and VAT,
accrual release of $0.6 million, while selling, general and administrative expenses decreased $0.5 million, for the nine months ended September 29, 2012
from the comparable period of the prior year due to a decrease in personnel related costs and other discretionary spending overall. As a percent of revenues,
selling, general and administrative expenses increased during the three and nine months ended September 29, 2012 from the comparable periods of the prior
year, primarily due to lower revenues.
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For the three and nine months ended September 29, 2012, salary and payroll related costs for selling, general and administrative functions, including
incentive bonuses, decreased by $0.1 million and $0.4 million as compared to the same periods in the prior year primarily due to a reduction in head count
offset by certain incentive compensation programs. Our legal and outside service fees increased $1.3 million during the three months ended September 29,
2012 as compared to the prior year, due to acquisition costs, while for the nine months ended September 29, 2012 such costs increased by $0.5 million from
the same periods in fiscal 2011 due to acquisitions costs, offset by legal fee credits. Additionally, costs associated with certain selling activities associated
with new technology platforms increased $0.5 million and $1.1 million in the three and nine periods ended September 29, 2012. Stock-based compensation
expenses included within selling, general and administrative expense were $1.4 million and $4.4 million, respectively, for the three and nine months ended
September 29, 2012 compared to $1.8 million and $4.3 million, respectively, for the same period in the prior year. The decrease in stock-based compensation
during the three months ended September 29, 2012 as compared to the prior year was primarily due to reduced headcount and declining stock prices, partially
offset by expense related to current year grants. The increase in stock-based compensation during the nine months ended September 29, 2012 as compared to
the prior year was due to expense from current period grants and the full vesting of shares that were granted in the first half of fiscal 2007, partially offset by
reduced headcount and declining stock prices.

 
Restructuring Charges, net 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

 
(In thousands, except percentages)

Restructuring charges, net $ 2,481  $ 258  $ 2,584  $ 197
% of revenues 6.0%  0.5%  2.0%  0.1%

 
For the three and nine months ended September 29, 2012, restructuring charges increased $2.2 million and $2.4 million, respectively, from the

comparable periods of the prior year.  Our restructuring activities are discussed below.

2012 Restructuring Activities

In the first fiscal quarter of 2012, we did not undertake any new restructuring activities. In the second fiscal quarter of 2012, we recorded $0.1 million
in charges for severance and related benefits during the quarter related to restructuring activities. As a result of this action, we have realized, and expect to
continue to realize quarterly savings, excluding stock-based compensation expenses, of approximately $0.1 million in subsequent quarters.

In the third fiscal quarter of 2012, we implemented a restructuring plan (the "Q3 2012 Restructuring Plan") which resulted in the reduction of our
global workforce by 44 employees across the organization. In conjunction with this action, we have also initiated a plan to cease our manufacturing
operations in Japan. We recorded $1.8 million in severance and related benefits, $200,000 in contract termination and other costs related to restructuring
activities during the quarter related to this plan, and $0.4 million in impairment charges for certain equipment and leasehold improvements that would no
longer be utilized. The activities comprising this reduction in workforce are expected to be substantially completed by the end of the fourth quarter of fiscal
2012. As a result of this action, we expect to realize quarterly savings, excluding stock-based compensation expenses, of approximately $1.6 million in
subsequent quarters.

 
2011 Restructuring Activities

 
In the first quarter of fiscal 2011, we implemented a restructuring plan (the “Q1 2011 Restructuring Plan”) which resulted in the reduction of our global

workforce by 13 full-time employees across the organization. We recorded $1.1 million in charges for severance and related benefits during the quarter
related to the Q1 2011 Restructuring Plan. The activities comprising this reduction in workforce were substantially completed by the end of the second quarter
of fiscal 2011. As a result of the Q1 2011 Restructuring Plan, we have realized, and expect to continue to realize, quarterly savings, excluding stock-based
compensation expenses, of approximately $0.6 million in subsequent quarters.

In the second quarter of fiscal 2011, we implemented a restructuring plan (the “Q2 2011 Restructuring Plan”) which resulted in the reduction of our
global workforce by 13 full-time employees across the organization. We recorded $0.6 million in charges for severance and related benefits related to the Q2
2011 Restructuring Plan. The activities comprising this reduction in workforce were substantially completed by the end of the third quarter of fiscal 2011. As
a result of the Q2 2011 Restructuring Plan we have realized, and expect to continue to realize, quarterly savings, excluding stock-based compensation
expenses, of approximately $0.4 million in subsequent quarters.
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Additionally, in the second quarter of fiscal 2011 we executed an amendment to the existing lease arrangement for our facility in Singapore which
released us from our obligations related to the floor previously utilized for manufacturing in this facility.  We were also granted a rent reduction for the
remaining occupied facilities in this building.  We had previously recorded certain asset retirement obligations and accruals related to our cessation of the use
of these facilities in connection with a prior restructuring action.  As a result, our Consolidated Statement of Operations for the year ended December 31, 2011
includes a benefit of $1.5 million recorded to 'Restructuring charges, net'.

In the third quarter of fiscal 2011, we implemented a restructuring plan (the “Q3 2011 Restructuring Plan”) which resulted in the reduction of our
global workforce by four full-time employees primarily in our procurement and logistics organizations. We recorded $0.3 million in charges for severance and
related benefits during the quarter related to this plan. The activities comprising this reduction in workforce were completed by the end of the fourth quarter
of fiscal 2011. As a result of the Q3 2011 Restructuring Plan we have realized, and expect to continue to realize, quarterly savings, excluding stock-based
compensation expenses, of approximately $0.2 million in subsequent quarters.

The liabilities we have accrued represent our best estimate of the obligations we expect to incur and could be subject to adjustment as market
conditions change. The remaining cash payments associated with our various reductions in workforce are expected to be paid by the end of the fourth quarter
of fiscal 2012.

Impairment of Long-lived Assets
 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

 
(In thousands, except percentages)

Impairment of long-lived assets $ 143  $ 100  $ 372  $ 451
% of revenues 0.3%  0.2%  0.3%  0.3%

 
During the three months ended September 29, 2012, we wrote-off fully depreciated assets with an acquired cost of $0.2 million. In addition, we recorded

an impairment of $0.1 million related to the termination of an on-going construction-in-progress project in the quarter, while in the nine months ended
September 29, 2012, we recorded an impairment of $0.2 million related to the termination of an on-going construction-in-progress project and $0.2 million
related to certain assets which were previously held for sale that were determined to no longer be saleable and used for internal purposes. During the three and
nine months ended September 24, 2011, we recorded an impairment of $0.1 million and $0.5 million, respectively, related to the termination of aspects of an
on-going project related to certain software development for internal use that had been recorded in construction-in-progress. These charges are included in
‘Impairment of long-lived assets’ in the Condensed Consolidated Statements of Operations in their respective periods.

We recorded an impairment charge of $0.4 million related to our restructuring activities for the quarter ended September 29, 2012 and none for the
quarter ended September 24, 2011, respectively.

Management believes it is reasonably possible that additional impairment charges that would reduce further the carrying amounts of our property, plant
and equipment and intangible assets may arise in fiscal 2012 if we are unable to achieve operating results anticipated by our forecasted financial plan.

Interest Income, Net and Other Income (Expense), Net 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

 
(In thousands, except percentages)

Interest income, net $ 163  $ 335  $ 557  $ 1,128
% of revenue 0.4%  0.6 %  0.4%  0.8%
Other income (expense), net $ 171  $ (75)  $ 1,127  $ 135
% of revenues 0.4%  (0.1)%  0.9%  0.1%
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Interest income is primarily earned on our cash, cash equivalents and marketable securities. The decrease in interest income for the three and nine months
ended September 29, 2012 as compared with the same periods of the prior year was primarily the result of lower average balances and declining yields. Cash,
cash equivalents, restricted cash and marketable securities were $276.5 million at September 29, 2012 compared to $297.0 million at December 31, 2011. The
weighted-average yield on our cash, cash equivalents and marketable securities for the three months ended September 29, 2012 and September 24, 2011 were
0.25% and 0.41%, respectively, and the weighted-average yield on our cash, cash equivalents and marketable securities for the nine months ended
September 29, 2012 and September 24, 2011 were 0.29% and 0.47%, respectively.

Other income (expense), net is comprised primarily of foreign currency impact and various other gains and losses. The change in other income
(expense), net for the three and nine months ended September 29, 2012 compared to September 24, 2011 was due to foreign currency losses as well as
payments received from an intellectual property settlement during fiscal 2012.

Provision for (Benefit From) Income Taxes
 

 
Three Months Ended  Nine Months Ended

 

September 29, 
2012  

September 24, 
2011  

September 29, 
2012  

September 24, 
2011

 
(In thousands, except percentages)

Provision for (benefit from) income taxes $ 173  $ 157  $ (1,276)  $ (2,048)
Effective tax rate 1.2%  1.6%  3.4%  5.0%

 
We recorded an income tax provision of $0.2 million and benefit of $1.3 million for the three and nine months ended September 29, 2012, respectively,

and an income tax provision of $0.2 million and income tax benefit $2.0 million for the three and nine months ended September 24, 2011, respectively. The
income tax benefit recorded for the nine months ended September 29, 2012 reflect a $1.6 million release of a reserve for uncertain tax positions related to the
lapsing of statue of limitations in a U.S. jurisdiction, offset by income tax expense in certain of our non-U.S. operations.  The income tax benefit recorded for
the nine months ended September 24, 2011 primarily relates to a $2.5 million release of the deferred tax valuation allowance for a non-U.S. jurisdiction, offset
by income tax expense in certain of our non-U.S. operations.

In the second quarter of fiscal 2011, we determined that it is more likely than not that the deferred tax assets of a non-U.S. jurisdiction will be realized
after considering all positive and negative evidence. Positive evidence included finalization of our current restructuring activity for the related foreign
jurisdiction and conclusion that such location will continue to be in operation for the foreseeable future, as well as a forecast of future taxable income
sufficient to realize such deferred tax assets prior to the expiration of existing net operating loss carry-forwards due to a change in the entity's structure to a
cost-plus arrangement. Accordingly, a deferred tax valuation allowance release of $2.5 million was recorded as an income tax benefit during the quarter. Our
conclusion that it was more likely than not that such deferred tax assets would be realized was strongly influenced by the expectation that such location will
continue to be in operation for the foreseeable future. We believe such conclusion is reasonable in light of our current operational structure and forecasted
operations, both for the foreign jurisdiction and our consolidated operations; however, such conclusion is inherently uncertain. Therefore, if we have material
unforeseen losses or are required to restructure our non-U.S. operations to further align our operating expense structure with our expected revenues, then its
ability to generate sufficient income necessary to realize a portion of the deferred tax assets may be reduced and an additional charge to increase the valuation
allowance may be recorded.

We recognize interest charges and penalties related to uncertain tax positions as part of the income tax provision.  For both the three and nine months
ended September 29, 2012, we recognized interest benefits, net of penalties, of approximately $4,000 and $0.3 million. For the three and nine months ended
September 24, 2011, we recognized interest charges and penalties of approximately $3,000 and $26,000, respectively. We have accrued total interest and
penalties related to unrecognized tax benefits of $0.3 million and $0.5 million as of both September 29, 2012 and September 24, 2011.

We anticipate that we will continue to record a valuation allowance against our U.S. deferred tax assets.  We expect our future tax provisions, during the
time such valuation allowances are recorded, will consist primarily of the tax provision of our profitable non-U.S. jurisdictions.

 
Our effective tax rate may vary from period to period based on changes in estimated taxable income or loss by jurisdiction, changes to the valuation

allowance, changes to U.S. Federal, state or foreign tax laws, future expansion into areas with varying country, state and local income tax rates, deductibility
of certain costs and expenses by jurisdiction.
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Liquidity and Capital Resources

 Capital Resources: Our working capital was $285.4 million at September 29, 2012 and $308.4 million at December 31, 2011. The decrease in working
capital in the nine months ended September 29, 2012 was primarily due to our net loss during the nine months ended September 29, 2012, offset in part by an
increase in our accounts receivable due to increased sales and the timing of such sales.

Cash and cash equivalents consist of deposits held at banks, money market funds, U.S. government securities and commercial papers that at the time of
purchase had maturities of 90 days or less. Marketable securities consist of U.S. government and agency securities and commercial papers. We typically
invest in highly-rated securities with low probabilities of default. Our investment policy requires investments to be rated single-A or better, and limits the
types of acceptable investments, concentration as to security holder and duration of the investment.

Our cash, cash equivalents and marketable securities totaled approximately $276.2 million at September 29, 2012, as compared to $296.7 million at
December 31, 2011. Cash, cash equivalents and marketable securities included $13.7 million held by our foreign subsidiaries as of September 29, 2012. The
decrease in our cash, cash equivalents and marketable securities balances was primarily due to the use of cash for operating activities in the nine months
ended September 29, 2012. We believe that we will be able to satisfy our working capital requirements for the next twelve months with the liquidity provided
by our existing cash, cash equivalents and marketable securities. If we are unsuccessful in improving our operating efficiency, reducing our cash outlays or
increasing our available cash through financing, our cash, cash equivalents and marketable securities will further decline in fiscal 2012.

We utilize a variety of tax planning and financing strategies in an effort to manage our worldwide cash and deploy funds to locations where they are
needed. As part of these strategies, we indefinitely reinvest a significant portion of our foreign earnings and our current plans do not demonstrate a need to
repatriate these earnings. Should we require additional capital in the United States, we may elect to repatriate indefinitely reinvested foreign funds or raise
capital in the United States through debt. If we were to repatriate indefinitely reinvested foreign funds, we would be required to accrue and pay additional
United States taxes less applicable foreign tax credits.

On October 16, 2012, we closed our acquisition of Astria Semiconductor Holdings, Inc., as more fully described in Note 18 to the Condensed
Consolidated Financial Statements included in this Quarterly Report on Form 10-Q. As part of the total consideration for the acquisition, we paid cash
consideration of approximately $100.0 million (subject to adjustment for the final determination of Astria's closing working capital) to Astria's
securityholders out of available cash.

Days Sales Outstanding: Days sales outstanding from receivables, or DSO, were 37 days at September 29, 2012 compared with 42 days at December 31,
2011. Our DSO calculation is calculated using the countback method and is based on gross accounts receivable (including accounts receivable for amounts in
deferred revenue). The decrease in DSO is primarily due to our collection efforts as well as shortened payment terms for certain customers.

 Nine Months Ended

 
September 29,

2012  
September 24,

2011

 (In thousands)

Net cash used in operating activities $ (15,520)  $ (21,773)
Net cash provided by investing activities 37,281  46,309
Net cash provided by (used in) financing activities 2,253  (5,024)

Cash flows from operating activities: Net cash used in operating activities for the nine months ended September 29, 2012 was primarily attributable to
our net loss of $36.1 million offset in part by $24.0 million of non-cash charges consisting primarily of $9.5 million of stock-based compensation, $8.0
million of depreciation and amortization and $4.3 million of provision for excess and obsolete inventories, and acquisition costs. The net change in operating
assets and liabilities for the nine months ended September 29, 2012 was a use of cash of $3.4 million comprising an increase in our accounts receivable of
$4.2 million due to an increase in sales transactions closer to our quarter end and an increase in inventory of $6.2 million due to a revaluation of standard
costs, offset in part by an increase of $1.5 million in accounts payable driven by the timing of invoice receipt and payments to vendors. Cash provided
primarily comprised of an increase of $3.6 million in accrued liabilities, and $1.4 million in income taxes payable.
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Net cash used in operating activities for the nine months ended September 24, 2011 was primarily attributable to our net loss of $39.0 million offset in
part by $19.0 million of non-cash charges consisting primarily of $8.6 million of depreciation and amortization, $9.7 million of stock-based compensation and
$4.9 million of provision for excess and obsolete inventories, offset by $2.5 million of deferred income tax benefit driven by the release of a valuation
allowance in a non-U.S. jurisdiction. The net change in operating assets and liabilities for the nine months ended September 24, 2011 was a use of cash of
$1.8 million consisting primarily of a decrease of $9.4 million in accrued liabilities, including those related to payroll and bonus, as well as income taxes paid
in various foreign tax jurisdictions.  This use of cash was partially offset by an $3.3 million increase in accounts payable driven by the timing of our payments
to vendors, a decrease in other assets related to the receipt of certain long-term refundable income tax amounts and a $2.5 million reduction in prepaid
expenses and other current assets due to the collection of certain amounts received in relation to the liquidation of Electroglas as part of the finalization of its
bankruptcy proceedings.

Cash flows from investing activities: Net cash provided by investing activities for the nine months ended September 29, 2012 was primarily related to
$114.8 million of proceeds from maturities of marketable securities and $11.0 million of proceeds from sales of marketable securities, offset by purchases of
marketable securities totaling $82.4 million and $6.1 million cash used in the acquisition of property and equipment. We carefully monitor our investments to
minimize risks and have not experienced other than temporary investment losses. Except for experiencing declining yields, our investment portfolio has not
been negatively impacted by the economic turmoil in the credit markets in the recent past.

Net cash provided by investing activities for the nine months ended September 24, 2011 was primarily related to $233.0 million of proceeds from
maturities and sales of marketable securities partially offset by purchases of marketable securities totaling $182.2 million and $4.9 million cash used in the
acquisition of property and equipment for new product technology.

Cash flows from financing activities: Net cash used in financing activities for the nine months ended September 29, 2012 included $2.3 million in
proceeds received from purchases under our 2002 Employee Stock Purchase Plan, or ESPP, offset by stock withheld in lieu of payment of employee taxes
related to the release of restricted stock units.

Net cash used in financing activities for the nine months ended September 24, 2011 included $8.5 million used for the repurchase and retirement of
common stock in connection with our stock repurchase program partially offset by $3.5 million in proceeds received from purchases under our ESPP, offset
by stock withheld in lieu of payment of employee taxes related to the release of restricted stock units.

Our cash, cash equivalents and marketable securities declined in the nine months ended September 29, 2012. We continue to focus on improving our
operating efficiency to achieve break even operating cash flow. Our actions have included operational expense reduction initiatives, re-timing or eliminating
certain capital spending and research and development projects and re-negotiating longer payment terms with our vendors. We believe that we will be able to
satisfy our cash requirements for the next twelve months with the liquidity provided by our existing cash, cash equivalents and marketable securities. To the
extent necessary, we may also consider establishing manufacturing and technology partnerships, or to seek short and long-term debt obligations, or to obtain
new financing facilities which may not be available on terms favorable to us or at all. Our future capital requirements may vary materially from those now
planned. However, if we are unsuccessful in improving our operating efficiency, executing our cost reduction plan, reducing our cash outlays or increasing
our available cash through financing, our cash, cash equivalents and marketable securities will further decline in the remaining fiscal quarters of 2012.

Off-Balance Sheet Arrangements
 
Historically, we have not participated in transactions that have generated relationships with unconsolidated entities or financial partnerships, such as

entities often referred to as structured finance or special purpose entities, which would have been established for the purpose of facilitating off-balance sheet
arrangements or other contractually narrow or limited purposes. As of September 29, 2012, we were not involved in any such off-balance sheet arrangements.

Recent Accounting Pronouncements
 
For a discussion on the impact of recently issued accounting pronouncements, please refer to Note 2 — Recent Accounting Pronouncements and Other

Reporting Considerations of the Notes to Condensed Consolidated Financial Statements in this Quarterly Report on Form 10-Q.
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Critical Accounting Policies and Estimates
 
Our critical accounting policies are disclosed in our Annual Report on Form 10-K for the year ended December 31, 2011. Our critical accounting policies

have not materially changed during the nine months ended September 29, 2012.
 
Furthermore, the preparation of consolidated financial statements in conformity with generally accepted accounting principles in the United States of

America (“GAAP”) requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the reporting period. Our
management believes that we consistently apply these judgments and estimates and the consolidated financial statements and accompanying notes fairly
represent all periods presented. However, any differences between these judgments and estimates and actual results could have a material impact on our
consolidated statements of income and financial position.

Critical accounting estimates, as defined by the Securities and Exchange Commission, are those that are most important to the portrayal of our
consolidated financial condition and results of operations and require our management’s most difficult and subjective judgments and estimates of matters that
are inherently uncertain. Our critical accounting estimates include those regarding (1) revenue recognition and the fair value of revenue elements, (2) fair
value of marketable securities, (3) accruals for liabilities, including restructuring charges, (4) warranty accruals, (5) valuation of inventories, including
obsolete and slow moving inventory, (6) allowance for doubtful accounts, (7) valuation of our long-lived assets as well as the assessment of recoverability of
such long-lived assets, (8) provision for income taxes, tax liabilities and valuation allowance for deferred tax assets, and (9) valuation and recognition of
stock-based compensation. For a discussion of our critical accounting estimates, see Item 7: “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Critical Accounting Estimates” in our Annual Report on Form 10-K for the year ended December 31, 2011.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk
 

For financial market risks related to changes in interest rates and foreign currency exchange rates, reference is made to Item 7A: “Quantitative and
Qualitative Disclosures about Market Risk” contained in Part II of our Annual Report on Form 10-K for the fiscal year ended December 31, 2011. Our
exposure to market risk has not changed materially since December 31, 2011.

 
Item 4. Controls and Procedures
 
Evaluation of Disclosure Controls and Procedures
 

Based on our management’s evaluation (with the participation of our principal executive officer and principal financial officer), as of the end of the
period covered by this report, our principal executive officer and principal financial officer have concluded that our disclosure controls and procedures (as
defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, (the “Exchange Act”)) are effective to ensure that
information required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within
the time periods specified in Securities and Exchange Commission rules and forms and is accumulated and communicated to our management, including our
principal executive officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure.

 
Changes in Internal Control over Financial Reporting
 

There have been no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) that
occurred during the period covered by this Quarterly Report on Form 10-Q that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.

 
Limitations on the Effectiveness of Controls
 

Control systems, no matter how well designed and operated, can provide only reasonable, not absolute, assurance that the control systems’ objectives are
being met. Further, the design of any control systems must reflect the fact that there are resource constraints, and the benefits of all controls must be
considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all
control issues and instances of fraud, if any, within our company have been detected. These inherent limitations include the realities that judgments in
decision making can be faulty and that breakdowns can occur because of simple error or mistake. Control systems can also be circumvented by the individual
acts of some persons, by collusion of two or more people, or by management override of the controls. The design of any system of controls is based, in part,
on certain assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all
potential future conditions. Over time, controls may become inadequate because of changes in conditions or deterioration in the degree of compliance with
policies or procedures.

 
CEO and CFO Certifications
 

We have attached as exhibits to this Quarterly Report on Form 10-Q the certifications of our Chief Executive Officer and Chief Financial Officer, which
are required in accordance with the Exchange Act. We recommend that this Item 4 be read in conjunction with the certifications for a more complete
understanding of the subject matter presented. 
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PART II. OTHER INFORMATION
 

Item 1. Legal Proceedings
 

The information relating to “Legal Matters” set forth under Note 16 - Commitments and Contingencies of the Notes to Condensed Consolidated
Financial Statements of this Quarterly Report on Form 10-Q is incorporated herein by reference.

Item 1A. Risk Factors
 

Except as described below, there have been no material changes during the three months ended September 29, 2012 to the risk factors discussed in our
Annual Report on Form 10-K for the year ended December 31, 2011 and in this Quarterly Report on Form 10-Q. If any of the identified risks actually occur,
our business, financial condition and results of operations could suffer. The trading price of our common stock could decline and you may lose all or part of
your investment in our common stock. The risks and uncertainties described in our Annual Report on Form 10-K for the year ended December 31, 2011 and
in this Quarterly Report on Form 10-Q are not the only ones we face. Additional risks that we currently do not know about or that we currently believe to be
immaterial may also impair our business operations.We may make acquisitions and investments, which could put a strain on our resources, cause ownership
dilution to our stockholders and adversely affect our financial results.

We have incurred and will continue to incur significant costs related to our acquisition of Astria Semiconductor Holdings, Inc., including its operating
subsidiary Micro-Probe, Inc., and the acquisition may not be successful.

On October 16, 2012, we completed our acquisition of Astria Semiconductor Holdings, Inc., including its operating subsidiary Micro-Probe, Inc., which is
our most substantial acquisition to date.  See Note 18 to the Consolidated and Condensed Financial Statements included elsewhere in this Quarterly Report on
Form 10-Q for a more complete description of the acquisition.  We have incurred and will continue to incur significant costs related to the acquisition, and the
commercial and financial success of the acquisition is subject to many risks, including but not limited to those described in our Annual Report on Form 10-K
under “Risk Factors - We may make acquisitions and investments…”, and as set forth below:

• We might not be successful in integrating Micro-Probe's employees, products and technology with our existing business, and such
integration may divert significant management attention from our existing business;

• We may realize greater expenses than we anticipated from the combination of the two companies;
• We may fail to realize synergies that we anticipated from the combination of the two companies
• We may fail to retain key Micro-Probe's executives and employees, which could reduce the likelihood of success of the acquisition;
•  The combination of the two companies may not deliver to our customers the benefits that we have anticipated, including a broader range of

products, improved product service and support and enhanced R&D programs, and our customers may reduce their aggregate spending on
Micro-Probe and FormFactor products;

• We may assume unforeseen regulatory, intellectual property or other liabilities; and
• We will have less cash available for other purposes, including acquisitions of technologies or businesses.
    

We may also make certain investments in complementary or supplementary businesses, products or technologies in the future. Integrating newly
acquired businesses, products or technologies into our company could put a strain on our resources, could be expensive and time consuming, may cause
delays in product delivery and might not be successful. Future acquisitions and investments could divert our management's attention from other business
concerns and expose our business to unforeseen liabilities or risks associated with entering new markets. In addition, we might lose key employees while
integrating new organizations. We might not be successful in integrating any acquired businesses, products or technologies, and might not achieve anticipated
revenues and cost benefits. Investments that we make may not result in a return consistent with our projections upon which such investments are made, or
may require additional investment that we did not originally anticipate. In addition, future acquisitions could result in customer dissatisfaction, performance
problems with an acquired company, potentially dilutive issuances of equity securities or the incurrence of debt, contingent liabilities, possible impairment
charges related to goodwill or other intangible assets or other unanticipated events or circumstances, any of which could harm our business.
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Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds
 
Repurchase of Common Stock
 

On October 20, 2010, our Board of Directors authorized a program to repurchase up to $50.0 million million of outstanding common stock. Under the
authorized stock repurchase program, we may repurchase shares from time to time on the open market; the pace of repurchase activity will depend on levels
of cash generation, current stock price, and other factors. The stock repurchase program was announced on October 26, 2010 had a scheduled expiration date
of October 19, 2011. The program could be modified or discontinued at any time. 

 
On October 12, 2011, our Board of Directors authorized the extension of this repurchase program through October 19, 2012.  Under the extended

repurchase program, we may repurchase up to $40.5 million million of outstanding common stock during the program period.  Except for the extended
expiration date, the terms and conditions of the extended repurchase program remain the same as those in the original program approved in fiscal 2010.

During fiscal years 2010 and 2011, we repurchased and retired 70,000 and 2,332,740 shares of common stock for $0.6 million and $16.4 million,
respectively, under this repurchase authorization. We have not repurchased any shares of common stock under this program during fiscal 2012.

Repurchased shares are retired upon the settlement of the related trade transactions. Our policy related to repurchases of our common stock is to charge
the excess of cost over par value to additional paid-in capital. All repurchases were made in compliance with Rule 10b-18 under the Securities Exchange Act
of 1934, as amended.
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Item 6. Exhibits
 

Exhibit  
  

Incorporated by Reference
 

Filed

Number  Exhibit Description
 

Form
 

Date
 

Number
 

Herewith

           
31.01

 
Certification of Chief Executive Officer pursuant to 15 U.S.C. Section 7241,
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

 

 

 

 

 

 

 

X

           
31.02

 
Certification of Chief Financial Officer pursuant to 15 U.S.C. Section 7241,
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

 

 

 

 

 

 

 

X

           
32.01

 

Certification of Chief Executive Officer and Chief Financial Officer
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

 

 

 

 

 

 

 

*

           
33.01

 

Agreement and Plan of Merger dated as of August 31, 2012 among Astria
Semiconductor Holdings, Inc., FormFactor, Inc., ELM Acquisition, In. and
Fortis Advisors LLC, as Equityholder Representative        

**

           

101.INS  XBRL Instance Document
 

 

 

 

 

 

 

X
           
101.SCH  XBRL Taxonomy Extension Schema Document

 

 

 

 

 

 

 

X
           
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document

 

 

 

 

 

 

 

X
           
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document

 

 

 

 

 

 

 

X
           
101.LAB  XBRL Taxonomy Extension Label Linkbase Document

 

 

 

 

 

 

 

X
           
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document

 

 

 

 

 

 

 

X
 ______________________________________
* This exhibit shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 or otherwise subject to the liabilities of

that section, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Securities Exchange Act of 1934,
whether made before or after the date hereof and irrespective of any general incorporation language in any filings.

    
** Portions of this exhibit marked with asterisks (***) indicate omission of material which has been separately filed with the Securities and Exchange

Commission pursuant to a request for confidential treatment.  The schedules, exhibits and annexes to this exhibit have been omitted in reliance on
Item 601(b)(2) of Regulation S-K and will be furnished supplementally to the SEC upon request.
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
 

 

 FormFactor, Inc.
    

Date: November 2, 2012 By: /s/ Michael M. Ludwig
    
 

 
 

Michael M. Ludwig
 

 
 

Chief Financial Officer
 

 

 

(Duly Authorized Officer, Principal Financial Officer,
and Principal Accounting Officer)
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EXHIBIT INDEX
 

Exhibit
   

Incorporated by Reference
 

Filed
Number

 
Exhibit Description

 
Form

 
Date

 
Number

 
Herewith

           
31.01

 

Certification of Chief Executive Officer pursuant to 15 U.S.C. Section 7241,
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

 

 

 

 

 

 

 

X

           
31.02

 

Certification of Chief Financial Officer pursuant to 15 U.S.C. Section 7241,
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

 

 

 

 

 

 

 

X

           
32.01

 

Certification of Chief Executive Officer and Chief Financial Officer
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

 

 

 

 

 

 

 

*

           
33.01

 

Agreement and Plan of Merger dated as of August 31, 2012 among Astria
Semiconductor Holdings, Inc., FormFactor, Inc., ELM Acquisition, In. and
Fortis Advisors LLC, as Equityholder Representative        

**

           

101.INS
 

XBRL Instance Document
 

 

 

 

 

 

 

X
           
101.SCH

 

XBRL Taxonomy Extension Schema Document
 

 

 

 

 

 

 

X
           
101.CAL

 

XBRL Taxonomy Extension Calculation Linkbase Document
 

 

 

 

 

 

 

X
           
101.DEF

 

XBRL Taxonomy Extension Definition Linkbase Document
 

 

 

 

 

 

 

X
           
101.LAB

 

XBRL Taxonomy Extension Label Linkbase Document
 

 

 

 

 

 

 

X
           
101.PRE

 

XBRL Taxonomy Extension Presentation Linkbase Document
 

 

 

 

 

 

 

X
 ______________________________________ 
* This exhibit shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 or otherwise subject to the liabilities of

that section, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Securities Exchange Act of 1934,
whether made before or after the date hereof and irrespective of any general incorporation language in any filings.

** Portions of this exhibit marked with asterisks (***) indicate omission of material which has been separately filed with the Securities and Exchange
Commission pursuant to a request for confidential treatment.  The schedules, exhibits and annexes to this exhibit have been omitted in reliance on
Item 601(b)(2) of Regulation S-K and will be furnished supplementally to the SEC upon request.
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Exhibit 31.01

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 15 U.S.C. SECTION 7241, AS

ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Thomas St. Dennis, certify that:
 
1. I have reviewed the quarterly report on Form 10-Q of FormFactor, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure

that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in the quarterly report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting.

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: November 2, 2012 /s/ THOMAS ST. DENNIS

  

Thomas St. Dennis
Chief Executive Officer
(Principal Executive Officer and Director)



Exhibit 31.02

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 15 U.S.C. SECTION 7241,

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Michael M. Ludwig, certify that:
 
1. I have reviewed the quarterly report on Form 10-Q of FormFactor, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in the quarterly report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting.

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: November 2, 2012 /s/ MICHAEL M. LUDWIG

  

Michael M. Ludwig
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)



Exhibit 32.01

CERTIFICATION OF
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER

PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of FormFactor, Inc., a Delaware corporation, for the period ended September 29, 2012, as filed with
the Securities and Exchange Commission, each of the undersigned officers of FormFactor, Inc. certifies pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to his respective knowledge:
 

1. The quarterly report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. The information contained in the quarterly report fairly presents, in all material respects, the financial condition and results of operations of
FormFactor, Inc. for the periods presented therein.

Date: November 2, 2012 /s/ THOMAS ST. DENNIS

  

Thomas St. Dennis
Chief Executive Officer
(Principal Executive Officer and Director)

Date: November 2, 2012 /s/ MICHAEL M. LUDWIG

  

Michael M. Ludwig
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
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Securities and Exchange Commission pursuant to a request for confidential treatment.
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER (the “Agreement”) dated as of August 31, 2012, by and among Astria
Semiconductor Holdings, Inc., a Delaware corporation (the “Company”), FormFactor, Inc., a Delaware corporation (“Parent”),
ELM Acquisition, Inc., a Delaware corporation and a wholly-owned subsidiary of Parent (“Merger Subsidiary”), and Fortis
Advisors LLC, a Delaware limited liability company, solely in its capacity as equityholder representative (the “Equityholder
Representative”).

WHEREAS, the respective Boards of Directors of the Company and Merger Subsidiary have approved and deemed it
advisable that the respective stockholders of the Company and Merger Subsidiary approve and adopt this Agreement pursuant to
which, among other things, Parent would acquire the Company by means of a merger of Merger Subsidiary with and into the
Company on the terms and subject to the conditions set forth in this Agreement;

WHEREAS, concurrently with the execution and delivery of this Agreement and as a condition and inducement to Parent’s
and Merger Subsidiary’s willingness to enter into this Agreement, the Equityholders listed in Annex A (collectively, the “Major
Equityholders”) shall execute a voting and support agreement dated as of the date hereof (the “Support Agreement”) relating to
Company Stock and Company Warrants beneficially owned by such Equityholders substantially in the form of Exhibit A hereto.

WHEREAS, concurrently with the execution of and delivery of this Agreement and as a condition and inducement to
Parent’s and Merger Subsidiary’s willingness to enter into this Agreement, each of the Key Employees (as defined below) has
accepted an offer of employment with the Surviving Corporation, conditioned upon the completion of the Merger, and has executed
and delivered all agreements and other documents required by Parent relating to such employment (collectively, the “Key
Employment Agreements”);

NOW, THEREFORE, in consideration of the foregoing and the representations, warranties, covenants and agreements
contained herein, the parties hereto agree as follows:
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Article 1 

DEFINITIONS

Section 1.01.    Definitions. As used herein, the following terms have the following meanings:

“Acquisition Expenses” means all fees and expenses accrued or incurred between August 1, 2012 and as or immediately
prior to the Closing by or on behalf of the Company or any of its Subsidiaries in connection with the negotiation of the terms and
conditions of this Agreement and consummation of the Merger or any of the other transactions contemplated hereby, including all
legal, accounting, investment banking and financial advisory fees and expenses (including amounts payable to Morgan Stanley &
Co. LLC). For the avoidance of doubt, any fees and expenses that are contingent upon the Closing or the Effective Time shall be
deemed to have been accrued as of immediately prior to the Closing.

“Acquisition Proposal” means, other than the transactions contemplated by this Agreement, any offer, proposal or inquiry
relating to, or any Third Party indication of interest in, (i) any acquisition or purchase, direct or indirect, of 10% or more of the
consolidated assets of the Company and its Subsidiaries or 10% or more of any class of equity or voting securities of the Company
or any of its Subsidiaries whose assets, individually or in the aggregate, constitute 10% or more of the consolidated assets of the
Company, (ii) any tender offer (including a self-tender offer) or exchange offer that, if consummated, would result in such Third
Party’s beneficially owning 10% or more of any class of equity or voting securities of the Company or any of its Subsidiaries
whose assets, individually or in the aggregate, constitute 10% or more of the consolidated assets of the Company, (iii) a merger,
consolidation, share exchange, business combination, sale of substantially all the assets, reorganization, recapitalization,
liquidation, dissolution or other similar transaction involving the Company or any of its Subsidiaries whose assets, individually or
in the aggregate, constitute 10% or more of the consolidated assets of the Company or (iv) any other transaction the consummation
of which could reasonably be expected to impede, interfere with, prevent or materially delay the Merger or that could reasonably be
expected to dilute materially the benefits to Parent of the transactions contemplated hereby.

“Adjusted Closing Working Capital Amount” means the difference of (i) Adjusted Currents Assets, less (ii) Adjusted
Current Liabilities.

“Adjusted Current Assets” means, as of immediately prior to the Closing, the current assets of the Company and its
Subsidiaries, as computed in accordance with GAAP consistent with the Company Balance Sheet.

“Adjusted Current Liabilities” means, as of immediately prior to the Closing, the current liabilities of the Company and
its Subsidiaries, as computed
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in accordance with GAAP consistent with the Company Balance Sheet, with the following adjustments: include long-term debt,
any unpaid Acquisition Expenses, and any unpaid China Purchase Expenses.

“Affiliate” means, with respect to any Person, any other Person directly or indirectly controlling, controlled by, or under
common control with such Person. For purposes of this definition, “control” when used with respect to any Person means the
power to direct the management and policies of such Person, directly or indirectly, whether through the ownership of voting
securities, by contract or otherwise, and the terms “controlling” and “controlled” have correlative meanings.

“Aggregate Cash Consideration” means (i) the sum of (A) $100,000,000, plus (B) the Aggregate Exercise Price, less (ii)
the Estimated Closing Adjustment.

“Aggregate Exercise Price” means the cash amount equal to the sum of (i) the product of (A) the Applicable Exercise
Price, multiplied by (B) the aggregate number of Outstanding Option Shares, plus (ii) the product of (A) the Applicable Exercise
Price, multiplied by (B) the aggregate number of Outstanding CS Warrant Common Equivalents, plus (iii) the product of (A)
Applicable Exercise Price, multiplied by (B) the aggregate number of Outstanding PS Warrant Common Equivalents.

“Aggregate Stock Value” means $16,750,000.

“Aggregate Consideration Value” means the sum of (A) the Aggregate Cash Consideration, plus (B) the Aggregate Stock
Value.

“Applicable Exercise Price” means, with respect to each Company Stock Option, Common Stock Warrant and Preferred
Stock Warrant, the exercise price required to be paid to acquire one share of Company Common Stock, in the case of a Company
Stock Option or Common Stock Warrant, or one share of Company Preferred Stock, in the case of a Preferred Stock Warrant.

“Applicable Law” means, with respect to any Person, any federal, state, local or foreign law (statutory, common or
otherwise), constitution, treaty, convention, ordinance, code, rule, regulation, order, injunction, judgment, decree, ruling, judicial
decision, governmental restriction or other similar requirement or restriction enacted, adopted, promulgated or applied by a
Governmental Authority that is binding upon or applicable to such Person or its assets or properties, in each case as amended,
modified, codified or reenacted, in whole or in part, and in effect as of the Closing Date unless expressly specified otherwise.
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“Bank of China Credit Agreement” means the Line of Credit Agreement dated October 28, 2011 by and between Bank of
China Suzhou Industrial Park Branch and MicroProbe China.

“Business Day” means a day, other than a Saturday, Sunday or other day on which commercial banks in San Francisco,
California are authorized or required by Applicable Law to close.

“CERCLA” means the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended,
and any rules or regulations promulgated thereunder.

“Change of Control Payments” means all amounts (including any bonus, severance or other payments) that shall become
payable (whether currently or in the future) (whether paid or unpaid prior to the Effective Time) to any employees, consultants or
contractors of the Company or any of its Subsidiaries or any other Third Party as a result of or in connection with any “change of
control” provision binding on the Company or any of its Subsidiaries triggered by the Merger or any other transaction contemplated
by this Agreement (either alone or together with any other trigger event).

“Closing Adjustment” means (i) the amount, if any, by which the Minimum Adjusted Closing Working Capital Target
exceeds the Adjusted Closing Working Capital Amount, plus (ii)  50% of any Transfer Taxes.

“Code” means the Internal Revenue Code of 1986.

“Common Stock Warrants” means the warrant held by Intel Capital Corporation to purchase 2,000,000 shares of
Company Common Stock and the warrant held by Gemini Investors IV, L.P. to purchase 1,800,000 shares of Company Common
Stock.

“Company Balance Sheet” means the unaudited consolidated balance sheet of the Company and its Subsidiaries as of the
Company Balance Sheet Date and the related notes thereto.

“Company Balance Sheet Date” means June 30, 2012.

“Company Board” means the Board of Directors of the Company.

“Company Certificate of Incorporation” means the Company’s Amended and Restated Certificate of Incorporation, dated
as of July 14, 2008, as amended by the Certificate of Amendment, dated as of December 17, 2010.

“Company Common Stock” means the Common Stock, $0.001 par value per share, of the Company.
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“Company Disclosure Schedule” means the disclosure schedule dated the date hereof regarding this Agreement that has
been provided by the Company to Parent and Merger Subsidiary.

“Company Equity Plan” means the Company’s 2008 Stock Option Plan.

“Company Preferred Stock” means the Series A Preferred Stock, $0.001 par value per share, of the Company.

“Company Return” means any Tax Return of, with respect to or that includes the Company or any of its Subsidiaries.

“Company Right of First Refusal and Co-Sale Agreement” means the Right of First Refusal and Co-Sale Agreement,
dated as of July 15, 2008, by and among the Company and certain of its equityholders as set forth therein.

“Company Stock” means the Company Common Stock and the Company Preferred Stock.

“Company Stock Option” means each unexpired and unexercised option in respect of any shares of Company Stock
granted under the Company Equity Plan.

“Company Voting Agreement” means the Voting Agreement, dated as of July 15, 2008, by and among the Company and
certain of its equityholders as set forth therein.

“Company Warrants” means the Common Stock Warrants and Preferred Stock Warrants.

“Confidentiality Agreement” means the Mutual Nondisclosure Agreement dated as of April 4, 2011 between Parent and
the Company, as reinstated by agreement between such parties on July 25, 2012 and pursuant to the Preliminary Non-Binding
Indication of Interest dated August 3, 2012.

“Conversion Multiple” means, in respect of each share of Company Preferred Stock, the number of shares of Company
Common Stock issuable upon conversion of such share of Company Preferred Stock as of immediately prior to the Effective Time.

“Deal Cap” means an amount equal to 40% of the aggregate Payment Value in respect of all Equityholders.

“Delaware Law” means the General Corporation Law of the State of Delaware.
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“Employee Plan” means any (i) “employee benefit plan” as defined in Section 3(3) of ERISA, (ii) compensation,
employment, consulting, severance, termination protection, change in control, transaction bonus, retention or similar plan,
agreement, arrangement, program or policy or (iii) other plan, agreement, arrangement, program or policy providing for
compensation, bonuses, profit-sharing, equity or equity-based compensation or other forms of incentive or deferred compensation,
vacation benefits, insurance (including any self-insured arrangement), medical, dental, vision, prescription or fringe benefits, life
insurance, relocation or expatriate benefits, perquisites, disability or sick leave benefits, employee assistance program, loans,
supplemental unemployment benefits or post-employment or retirement benefits (including compensation, pension, health, medical
or insurance benefits) (A) that is sponsored, maintained, administered, contributed to or entered into by the Company or any of its
Subsidiaries for the current or future benefit of any current or former Service Provider or (B) for which the Company or any of its
Subsidiaries has any direct or indirect liability.

“Environmental Law” means any Applicable Law or any agreement with any Governmental Authority or other third party,
relating to human health and safety, the environment or to Hazardous Substances.

“Environmental Permits” means all permits, licenses, franchises, certificates, approvals and other similar authorizations of
Governmental Authorities relating to or required by Environmental Laws and affecting, or relating to, the business of the Company
or any of its Subsidiaries as currently conducted.

“Equityholder Representative Escrow Amount” means $250,000.

“Equityholders” means the Stockholders, together with the Warrant Holders.

“ERISA” means the Employee Retirement Income Security Act of 1974.

“ERISA Affiliate” of any entity means any other entity that, together with such entity, would be treated as a single
employer under Section 414 of the Code.

“Escrow Agreement” means the Escrow Agreement among Parent, the Equityholder Representative and the Escrow Agent,
substantially in the form attached hereto as Exhibit B.

“Escrow Agent” means Wells Fargo Bank, N.A.

“Escrow Amount” means the sum of the General Escrow Amount and the Equityholder Representative Escrow Amount.
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“Fully Diluted Common Equivalents” means, without duplication, as of immediately prior to the Effective Time, the sum
of (i) the aggregate number of Outstanding Common Shares, plus (ii) the aggregate number of Outstanding Preferred Common
Equivalents, plus (iii) the aggregate number of Outstanding Warrant Common Equivalents, plus (iv) the aggregate number of
Outstanding Option Shares.

“GAAP” means generally accepted accounting principles in the United States.

“General Escrow Amount” means $17,500,000.

“Governmental Authority” means any transnational, domestic or foreign federal, state or local governmental, regulatory
or administrative authority, department, court, agency or official, including any political subdivision thereof.

“Hazardous Substance” means any pollutant, contaminant, or waste or any toxic, radioactive, ignitable, corrosive, reactive
or otherwise hazardous substance, waste or material regulated under any Applicable Law relating to human health, safety or the
environment.

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended.

“Intellectual Property Rights” means (i) inventions, whether or not patentable, reduced to practice or made the subject of
one or more pending patent applications, (ii) national and multinational statutory invention registrations, patents and patent
applications (including all reissues, divisions, continuations, continuations-in-part, extensions and reexaminations thereof)
registered or applied for in the United States and all other nations throughout the world, all improvements to the inventions
disclosed in each such registration, patent or patent application, (iii) trademarks, service marks, trade dress, logos, domain names,
trade names and corporate names (whether or not registered) in the United States and all other nations throughout the world,
including all variations, derivations, combinations, registrations and applications for registration of the foregoing and all goodwill
associated therewith, (iv) copyrights (whether or not registered) and registrations and applications for registration thereof in the
United States and all other nations throughout the world, including all derivative works, moral rights, renewals, extensions,
reversions or restorations associated with such copyrights, now or hereafter provided by law, regardless of the medium of fixation
or means of expression, (v) trade secrets and confidential, business information (including pricing and cost information, business
and marketing plans and customer and supplier lists) and know-how (including manufacturing and production processes and
techniques and research and development information), (vi) industrial designs (whether or not registered), (vii) all rights to obtain
and rights to apply for patents, and to register trademarks and copyrights, (viii) all
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rights in all of the foregoing provided by treaties, conventions and common law and (ix) all rights to sue or recover and retain
damages and costs and attorneys’ fees for past, present and future infringement or misappropriation of any of the foregoing.

“International Plan” means an Employee Plan that covers Service Providers located outside of the United States.

“Key Employees” mean the employees listed on Annex B hereto.

“knowledge” of any Person that is not an individual means the actual knowledge of such Person’s officers after reasonable
inquiry, but with respect to the Company, the actual knowledge, after reasonable inquiry, of Mike Slessor, Gary Martell and January
Kister. With respect to Intellectual Property Rights, “knowledge” does not require the Company to conduct, have conducted, obtain,
or have obtained any freedom-to-operate opinions or similar opinions of counsel or any patent, trademark or other Intellectual
Property Rights clearance searches.

“Licensed Intellectual Property Rights” means all Intellectual Property Rights owned by a Third Party and licensed or
sublicensed to either the Company or any of its Subsidiaries.

“Lien” means, with respect to any property or asset, any mortgage, lien, pledge, charge, security interest, encumbrance or
other adverse claim of any kind in respect of such property or asset. For purposes of this Agreement, a Person shall be deemed to
own subject to a Lien any property or asset that it has acquired or holds subject to the interest of a vendor or lessor under any
conditional sale agreement, capital lease or other title retention agreement relating to such property or asset.

“Material Adverse Effect” means, with respect to any Person, a material adverse effect on (i) the condition (financial or
otherwise), business, assets or results of operations of such Person and its Subsidiaries, taken as a whole, excluding any effect
resulting from (A) changes (including changes of Applicable Law) or conditions generally affecting the industry in which such
Person and its Subsidiaries operate and not specifically relating to or having a materially disproportionate effect on such Person and
its Subsidiaries, taken as a whole, (B) acts of war, sabotage or terrorism or natural disasters involving the United States of America
not having a materially disproportionate effect on such Person and its Subsidiaries, taken as a whole, (C) the announcement or
consummation of the transactions contemplated by this Agreement, or (D) any failure by such Person and its Subsidiaries to meet
any internal or published budgets, projections, forecasts or predictions of financial performance for any period (it being understood
that this clause (D) shall not prevent a party from asserting that any fact, change, event, occurrence or effect that may have
contributed to such failure
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independently constitutes or contributes to a Material Adverse Effect) or (ii) such Person’s ability to consummate the transactions
contemplated by this Agreement.

“MicroProbe China” means Micro-Probe Technology (Suzhou) Co., Ltd, a subsidiary of the Company.

“Minimum Adjusted Closing Working Capital Target” means $18,760,790, as determined in accordance with Annex C
hereto.

“Multiemployer Plan” means a “multiemployer plan” as defined in Section 3(37) of ERISA.

“1933 Act” means the Securities Act of 1933.

“1934 Act” means the Securities Exchange Act of 1934.

“Option Holder” means, at any time, the holders of Company Stock Options at such time, or at any time at and after the
Effective Time, the Persons who held the Company Stock Options immediately prior to the Effective Time.

“Owned Intellectual Property Rights” means all Intellectual Property Rights owned by either the Company or any of its
Subsidiaries.

“Outstanding Common Shares” means, as of immediately prior to the Effective Time, the aggregate number of shares of
Common Stock issued and outstanding.

“Outstanding CS Warrant Common Equivalents” means, as of immediately prior to the Effective Time, the aggregate
number of shares of Common Stock that would be issuable upon the exercise of all outstanding Common Stock Warrants, if
exercised for cash.

“Outstanding Option Shares” means, as of immediately prior to the Effective Time, the aggregate number of shares of
Common Stock that would be issuable upon the exercise for cash of all outstanding Company Stock Options (to the extent then
exercisable, including any Company Stock Options that, either by their terms or by virtue of action taken by the Company, vest as
of the Effective Time).

“Outstanding Preferred Common Equivalents” means, as of immediately prior to the Effective Time, the aggregate
number of shares of Common Stock issuable upon conversion of all shares of Company Preferred Stock issued and outstanding.

“Outstanding PS Warrant Common Equivalents” means, as of immediately prior to the Effective Time, the aggregate
number of shares of Common Stock that would be issuable upon conversion of the shares of Company
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Preferred Stock that are issuable upon the exercise of all outstanding Company Preferred Warrants, if exercised for cash.

“Outstanding Warrant Common Equivalents” means the sum of (i) the Outstanding CS Warrant Common Equivalents,
plus (ii) the Outstanding PS Warrant Common Equivalents.

“Parent Common Stock” means the Common Stock, par value $0.001 per share, of Parent.

“Parent Disclosure Schedule” means the disclosure schedule dated the date hereof regarding this Agreement that has been
provided by Parent to the Company.

“Parent Equity Plans” means, collectively, Parent’s 1996 Stock Option Plan, Incentive Option Plan, Management
Incentive Option Plan, 2002 Equity Incentive Plan and 2012 Employee Stock Purchase Plan.

“Parent ESPP” means Parent’s 2002 Employee Stock Purchase Plan.

“Parent Preferred Stock” means the Preferred Stock, par value $0.001 per share, of Parent.

“Payment Value” has the meaning assigned to it in the definition of Pro Rata Portion.

“PBGC” means the Pension Benefit Guaranty Corporation.

“Per Common Equivalent Cash Consideration” means the quotient obtained by dividing (i) the Aggregate Cash
Consideration, by (ii) the number of Fully Diluted Common Equivalents.

“Per Common Equivalent Stock Consideration” means the number of shares of Parent Common Stock equal to the
quotient (rounded to the nearest seventh decimal place) obtained by dividing (i) the Per Common Equivalent Stock Value by (ii) the
Per Parent Share Stock Value.

“Per Common Equivalent Stock Value” means the amount equal to the quotient obtained by dividing (i) the Aggregate
Stock Value, by (ii) the aggregate number of Fully Diluted Common Equivalents.

“Per Parent Share Stock Value” means $5.5444.

“Per Preferred Share Cash Consideration” means an amount equal to the product of (i) the Per Common Equivalent
Cash Consideration, multiplied by (ii) the Conversion Multiple.
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“Per Preferred Share Stock Consideration” means the number of shares of Parent Common Stock equal to the product of
(i) the Per Common Equivalent Stock Consideration, multiplied by (ii) the Conversion Multiple.

“Per Share Consideration” means the amount of cash and/or stock consideration payable or issuable in respect of each
Outstanding Common Share or Outstanding Preferred Common Equivalent, as applicable, pursuant to Section 2.03(a).

“Permitted Liens” means such of the following as to which no enforcement, collection, execution, levy or foreclosure
proceeding shall have been commenced and as to which neither the Company nor any of its Subsidiaries are otherwise subject to
civil or criminal liability due to its existence: (a) Liens disclosed on the Company Balance Sheet; (b) Liens for Taxes not yet
delinquent or being contested in good faith (and for which adequate accruals or reserves have been established on the Company
Balance Sheet); (c) Liens securing the Company’s obligations under the credit facility extended by U.S. Bank, dated as of July 7,
2011, as amended (the “U.S. Bank Agreements”) (d) materialmen’s, mechanics’, carriers’, workmen’s and repairmen’s Liens and
other similar Liens arising in the ordinary course of business securing obligations (i) as to which there is no default on the part of
the Company or any of its Subsidiaries or the validity or amount of which is being contested in good faith by appropriate
proceedings diligently conducted and for which adequate reserves are maintained on the books of the Company and its Subsidiaries
and (ii) which are not overdue for a period of more than thirty (30) days; (e) pledges or deposits to secure obligations under
workers’ compensation laws or similar legislation or to secure public or statutory obligations; (f) minor survey exceptions,
customary utility easements and other minor customary encumbrances on title to leased real property that (i) were not incurred in
connection with any indebtedness and (ii) do not render title to the property encumbered thereby unmarketable; (f) as to any leased
real property, any Lien affecting the interest of the lessor thereof that would not, individually or in the aggregate, on a going
forward basis, adversely affect the ability of the Company to conduct its business on a going forward basis in the ordinary course
consistent with past practices; and (g) Liens which do not materially detract from the value or materially interfere with any present
or intended use of such property or assets.

“Person” means an individual, corporation, partnership, limited liability company, association, trust or other entity or
organization, including a government or political subdivision or an agency or instrumentality thereof.

“Post‑Closing Tax Period” means any Tax period beginning after the Closing Date; and, with respect to a Straddle Tax
Period, the portion of such Tax period beginning after the Closing Date.
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“Pre-Closing Tax Period” means any Tax period ending on or before the Closing Date; and, with respect to a Straddle Tax
Period, the portion of such Tax period ending on the Closing Date.

“Preferred Stock Warrants” means the warrants held by Silicon Valley Bank to purchase 30,000 shares of Company
Preferred Stock and by Intel Capital Corporation to purchase 1,800,000 shares of Company Preferred Stock.

“Pro Rata Portion” means, with respect to any Stockholder or Warrant Holder, as the case may be, the percentage equal to
the quotient obtained by dividing (i) the sum of (A) the aggregate amount of cash payable to such Stockholder pursuant to Section
2.03(a) or to such Warrant Holder pursuant to Section 2.06(a), in each case without giving effect to any reduction pursuant to
Section 2.07, plus (B) the product of (y) the aggregate number of shares of Parent Common Stock issuable to such Stockholder
pursuant to Section 2.03(a) or to such Warrant Holder pursuant to Section 2.06(a), multiplied by (z) the Per Parent Share Stock
Value (such sum, the “Payment Value”), by (ii) the aggregate Payment Value in respect of all Stockholders or Warrant Holders, as
the case may be; provided that for purposes of Article 10, with respect to any Equityholder holding both Company Stock and
Company Warrants, Pro Rata Portion shall mean the sum of such Equityholder’s Pro Rata Portion in such Equityholder’s capacity
as a Stockholder and as a Warrant Holder.

“Representatives” means, with respect to any Person, the directors, officers, employees, financial advisors, attorneys,
accountants, consultants, agents and other authorized representatives of such Person, in each case acting in such capacity.

“Sarbanes-Oxley Act” means the Sarbanes-Oxley Act of 2002.

“SEC” means the Securities and Exchange Commission.

“Service Provider” means any director, officer, employee or individual independent contractor of the Company or any of
its Subsidiaries.

“Stockholders” means, at any time, the holders of shares of Company Stock at such time, or at any time at and after the
Effective Time, the Persons who held shares of Company Stock immediately prior to the Effective Time.

“Stock Consideration” means the aggregate number of shares of Parent Common Stock issuable pursuant to Article 2.

“Straddle Tax Period” means a Tax period that begins on or before the Closing Date and ends thereafter.
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“Subsidiary” means, with respect to any Person, any entity of which securities or other ownership interests having ordinary
voting power to elect a majority of the board of directors or other Persons performing similar functions are at any time directly or
indirectly owned by such Person.

“Tax” (and, with correlative meaning, “Taxes”) means (i) any tax, governmental fee or other like assessment or charge of
any kind whatsoever (including, but not limited to, withholding on amounts paid to or by any Person), and any interest, penalty,
addition to tax or additional amount with respect thereto or with respect to any filing or reporting requirements relating thereto
imposed by any Governmental Authority, and any liability for any of the foregoing as transferee, (ii) in the case of the Company or
any of its Subsidiaries, liability for the payment of any amount of the type described in clause (i) as a result of being or having been
before the Effective Time a member of an affiliated, consolidated, combined or unitary group, or a party to any agreement or
arrangement, as a result of which liability of the Company or any of its Subsidiaries to a Taxing Authority is determined or taken
into account with reference to the activities of any other Person and (iii) liability of the Company or any of its Subsidiaries for the
payment of any amount as a result of being party to any Tax Sharing Agreement.

“Tax Asset” means any net operating loss, net capital loss, investment tax credit, foreign tax credit, charitable deduction or
any other credit or tax attribute that could be carried forward or back to reduce Taxes (including without limitation deductions and
credits related to alternative minimum Taxes).

“Tax Grant” means any Tax exemption, Tax holiday or reduced Tax rate granted by a Taxing Authority with respect to the
Company or any of its Subsidiaries that is not generally available to Persons without specific application therefor.

“Tax Return” means any Tax return, statement, report, election, declaration, disclosure, schedule or form (including any
estimated tax or information return or report) filed or required to be filed with any Taxing Authority.

“Tax Sharing Agreement” means any agreement or arrangement (whether or not written) entered into prior to the Effective
Time binding the Company or any of its Subsidiaries that provides for the allocation, apportionment, sharing or assignment of any
Tax liability or benefit, or the transfer or assignment of income, revenues, receipts, or gains for the purpose of determining any
Person’s Tax liability (other than any customary agreement entered into in the ordinary course of business the principal purpose of
which is not the sharing of a Tax liability or benefit).

“Taxing Authority” means any Governmental Authority (domestic or foreign) responsible for the imposition or collection
of any Tax.
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“Third Party” means any Person, including as defined in Section 13(d) of the 1934 Act, other than Parent or any of its
Affiliates.

“Transfer Tax” means any transfer, documentary, sales, use, stamp, registration, value added or other similar Tax
(including any penalties and interest) incurred in connection with, or as a consequence of, the Merger.

“U.S. Bank Agreements” has the meaning assigned to in the definition of Permitted Liens.

“Warrant Holders” means, at any time, the holders of the Company Warrants at such time, or at any time at and after the
Effective Time, the Persons who held the Company Warrants immediately prior to the Effective Time.

Each of the following terms is defined in the Section set forth opposite such term:

Term Section
Agreement Preamble
Allocation Certificate 2.08
Certificates 2.04(a)
China Purchase Expenses 6.09
Claim 10.04
Closing 2.02
Closing Date 2.02
Commissioner 2.12(b)
Company Preamble
Company Board Approval 4.02(b)
Company Financial Statements 4.08(a)
Company Indemnified Person 7.02(a)
Company Officers’ Certificate 4.32
Company Products 4.16(a)
Company Securities 4.05(b)
Company Stockholders’ Meeting 6.02(b)
Company Services 4.16(b)
Company Stockholder Approval 4.02(a)
Company Subsidiary Securities 4.07(b)
CSL 2.12(a)
CSL Permit 2.12(a)
D&O Insurance 7.02(c)
Deductible 10.03(a)
Dissenting Share Payments 2.08
Dissenting Shares 2.08
DLA Piper 13.13
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Term Section
Effective Time 2.02
Employee Plans 4.26(a)
End Date 12.01(b)
Equityholder Indemnified Parties 10.02(b)
Equityholder Representation Preamble
Equityholder Representative Escrow Account 2.07
Escrow Fund 2.07
Estimated Closing Adjustment 2.08(a)(i)
Exchange Agent 2.04(a)
Fairness Hearing 4.09(b)
Final Closing Adjustment 2.09(d)
General Escrow Account 2.07
General Escrow Fund 2.07
Hearing Notice 8.02(a)
Hearing Request 8.02(a)
Indemnification Notice 10.04
Indemnified Parties 10.04
Indemnifying Party 10.04
Key Employment Agreements Recitals
Lien Terminations 6.08(a)
Losses 10.02
Material Contract 4.12(b)
Merger 2.01(a)
Merger Subsidiary Preamble
Micro-Probe Case 8.1
MicroProbe China Financial Statements 4.08(e)
Notice Materials 8.02(a)
Order 8.01(a)
Parent Preamble
Parent Indemnified Parties 10.02(a)
Parent SEC Documents 5.06(b)
Parent Subsidiary Securities 5.06(a)
Payout Letters 6.08(a)
Permit Application 4.09(b)
Permits 4.19
Permitted Liens 4.15(a)
Per Option Consideration 2.05(a)
Per Share Common Warrant Consideration 2.06(a)
Per Share Preferred Warrant Consideration 2.06(a)
Proceeding 8.01(a)
Registered Intellectual Property Rights 4.17(a)
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Term Section
Registration Statement 4.09(b)
Section 280G Payments 6.07
Section 280G Stockholder Approval 6.07
Seller Group 13.13
[***] 8.09
Soliciting Materials 6.02(a)
Specified Representations 10.01
Stockholder Notice 6.02(b)
Surviving Corporation 2.01
Third Party Claim 10.05(a)
Uncertificated Shares 2.04(a)
[***] 8.09
[***] 8.09
[***] 8.09

  

Section 1.02.    Other Definitional and Interpretative Provisions. The words “hereof,” “herein” and “hereunder”
and words of like import used in this Agreement shall refer to this Agreement as a whole and not to any particular
provision of this Agreement. The table of contents and captions herein are included for convenience of reference only
and shall be ignored in the construction or interpretation hereof. References to Articles, Sections, Exhibits and
Schedules are to Articles, Sections, Exhibits and Schedules of this Agreement unless otherwise specified. All Exhibits
and Schedules annexed hereto or referred to herein are hereby incorporated in and made a part of this Agreement as if
set forth in full herein. Any capitalized terms used in any Exhibit or Schedule but not otherwise defined therein, shall
have the meaning as defined in this Agreement. Any singular term in this Agreement shall be deemed to include the
plural, and any plural term the singular. Whenever the words “include,” “includes” or “including” are used in this
Agreement, they shall be deemed to be followed by the words “without limitation,” whether or not they are in fact
followed by those words or words of like import. “Writing,” “written” and comparable terms refer to printing, typing
and other means of reproducing words (including electronic media) in a visible form. References to any statute shall be
deemed to refer to such statute as amended from time to time and to any rules or regulations promulgated thereunder.
References to any agreement or contract are to that agreement or contract as amended, modified or supplemented from
time to time in accordance with the terms hereof and thereof; provided that with respect to any agreement or contract
listed on any schedules hereto, all such amendments,
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modifications or supplements must also be listed in the appropriate schedule. References to any Person include the
successors and permitted assigns of that Person. References from or through any date mean, unless otherwise specified,
from and including or through and including, respectively. References to “law”, “laws” or to a particular statute or law
shall be deemed also to include any Applicable Law. References to “$” and “dollars” are to the currency of the United
States.

ARTICLE 2     

THE MERGER

Section 2.01.    The Merger. 1. At the Effective Time, Merger Subsidiary shall be merged (the “Merger”) with
and into the Company in accordance with Delaware Law, whereupon the separate existence of Merger Subsidiary shall
cease, and the Company shall be the surviving corporation (the “Surviving Corporation”).

(a)    From and after the Effective Time, the Surviving Corporation shall possess all the rights, powers, privileges and
franchises and be subject to all of the obligations, liabilities, restrictions and disabilities of the Company and Merger Subsidiary, all
as provided under Delaware Law.

Section 2.02.    Closing; Effective Time. Subject to the provisions of Article 9, the closing of the Merger (the
“Closing”) shall take place in Menlo Park, California at the offices of Davis Polk & Wardwell LLP, 1600 El Camino
Real, Menlo Park, California 94025, as soon as possible, but in any event no later than two Business Days after the date
the conditions set forth in Article 9 (other than conditions that by their nature are to be satisfied at the Closing, but
subject to the satisfaction or, to the extent permissible, waiver of those conditions at the Closing) have been satisfied or,
to the extent permissible, waived by the party or parties entitled to the benefit of such conditions, or at such other place,
at such other time or on such other date as Parent and the Company may agree. The date upon which the Closing
occurs is herein referred to as the “Closing Date.” At the Closing, the Company and Merger Subsidiary shall file a
certificate of merger with the Delaware Secretary of State and make all other filings or recordings required by
Delaware Law in connection with the Merger. The Merger shall become effective at such time (the “Effective Time”)
as the certificate of merger is duly filed with the Delaware Secretary of State (or at such later time as may be specified
in the certificate of merger).

Section 2.03.    Effect on Capital Stock in the Merger. Subject to the terms and conditions of this Agreement, at
the
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Effective Time, by virtue of the Merger and without any further action by any party or any Stockholder:

(a)    (i) each share of Company Common Stock outstanding immediately prior to the Effective Time (other than
Dissenting Shares and shares of Company Stock described in Sections 2.03(b) and 2.03(c)) shall be converted into the right to
receive (A) in cash, without interest, an amount equal to the Per Common Equivalent Cash Consideration and (B) the number of
shares of Parent Common Stock equal to the Per Common Equivalent Stock Consideration and (ii) each share of Company
Preferred Stock outstanding immediately prior to the Effective Time (other than Dissenting Shares and shares of the Company
Stock described in Sections 2.03(b) and 2.03(c)) shall be converted into the right to receive (A) in cash, without interest, an amount
equal to the Per Preferred Share Cash Consideration and (B) the number of shares of Parent Common Stock equal to the Per
Preferred Share Stock Consideration; provided that the aggregate cash consideration payable to any Stockholder pursuant to this
Section 2.03(a) shall be reduced by such Stockholder’s Pro Rata Portion of the Escrow Amount to be withheld pursuant to Section
2.07. As of the Effective Time, all such shares shall no longer be outstanding and shall automatically be canceled and retired and
shall cease to exist, and shall thereafter represent only the right to receive the Per Share Consideration and the right to receive any
dividends or other distributions pursuant to Section 2.04(f) and any cash in lieu of any fractional share of Parent Common Stock
pursuant to Section 2.14, in each case to be issued or paid in accordance with Section 2.04, without interest;

(b)    each share of Company Stock held by the Company as treasury stock or owned by Parent immediately prior to the
Effective Time shall be canceled, and no payment shall be made with respect thereto;

(c)    each share of Company Stock held by any Subsidiary of either the Company or Parent at the Effective Time shall be
converted into such number of shares of stock of the Surviving Corporation such that each such Subsidiary owns the same
percentage of the outstanding capital stock of the Surviving Corporation immediately following the Effective Time as such
Subsidiary owned in the Company immediately prior to the Effective Time; and

(d)    each share of common stock of Merger Subsidiary outstanding immediately prior to the Effective Time shall be
converted into and become one share of common stock of the Surviving Corporation with the same rights, powers and privileges as
the shares so converted.

Section 2.04.    Surrender and Payment. 2. Prior to the Effective Time, Parent shall appoint an agent (the
“Exchange Agent”) for the purpose of exchanging for the Per Share Consideration (a) certificates representing shares
of Company Stock (the “Certificates”) or (b) uncertificated shares of Company Stock
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(the “Uncertificated Shares”). Parent shall make available to the Exchange Agent, as needed, the Per Share
Consideration to be paid in respect of the Certificates and the Uncertificated Shares. Within one a) Business Day after
the Effective Time, Parent shall send, or shall cause the Exchange Agent to send, to each holder of shares of Company
Stock at the Effective Time a letter of transmittal and instructions (which shall specify that the delivery shall be
effected, and risk of loss and title shall pass, only upon proper delivery of the Certificates or transfer of the
Uncertificated Shares to the Exchange Agent, and which shall be in customary form mutually agreeable to the
Company and Parent) for use in such exchange.

(a)    Each holder of shares of Company Stock that have been converted into the right to receive the Per Share
Consideration shall be entitled to receive, upon (c) surrender to the Exchange Agent of a Certificate, together with a properly
completed letter of transmittal, or (d) receipt of an “agent’s message” by the Exchange Agent (or such other evidence, if any, of
transfer as the Exchange Agent may reasonably request) in the case of a book-entry transfer of Uncertificated Shares, the Per Share
Consideration in respect of the Company Stock represented by a Certificate or Uncertificated Share. Until so surrendered or
transferred, as the case may be, each such Certificate or Uncertificated Share shall represent after the Effective Time for all
purposes only the right to receive such Per Share Consideration and the right to receive any dividends or other distributions
pursuant to Section 2.04(f). The shares of Parent Common Stock constituting part of the Per Share Consideration, at Parent’s
option, shall be in uncertificated book-entry form, unless a physical certificate is requested by a holder of shares of Company Stock
or is otherwise required under Applicable Law.

(b)    If any portion of the Per Share Consideration is to be paid to a Person other than the Person in whose name the
surrendered Certificate or the transferred Uncertificated Share is registered, it shall be a condition to such payment that (e) either
such Certificate shall be properly endorsed or shall otherwise be in proper form for transfer or such Uncertificated Share shall be
properly transferred and (f) the Person requesting such payment shall pay to the Exchange Agent any transfer or other Taxes
required as a result of such payment to a Person other than the registered holder of such Certificate or Uncertificated Share or
establish to the satisfaction of the Exchange Agent that such Tax has been paid or is not payable.

(c)    After the Effective Time, there shall be no further registration of transfers of shares of Company Stock. If, after the
Effective Time, Certificates or Uncertificated Shares are presented to the Surviving Corporation or the Exchange Agent, they shall
be canceled and exchanged for the Per Share Consideration provided for, and in accordance with the procedures set forth, in this
Article 2.
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(d)    Any portion of the aggregate Per Share Consideration made available to the Exchange Agent pursuant to Section
2.04(a) that remains unclaimed by the holders of shares of Company Stock six months after the Effective Time shall be returned to
Parent, upon demand, and any such holder who has not exchanged shares of Company Stock for the Per Share Consideration in
accordance with this Section 2.04 prior to that time shall thereafter look only to Parent for payment of the Per Share Consideration,
and any dividends and distributions with respect thereto pursuant to Section 2.04(f), in respect of such shares without any interest
thereon. Notwithstanding the foregoing, Parent shall not be liable to any holder of shares of Company Stock for any amounts paid
to a public official pursuant to applicable abandoned property, escheat or similar laws. Any amounts remaining unclaimed by
holders of shares of Company Stock two years after the Effective Time (or such earlier date, immediately prior to such time when
the amounts would otherwise escheat to or become property of any Governmental Authority) shall become, to the extent permitted
by Applicable Law, the property of Parent free and clear of any claims or interest of any Person previously entitled thereto.

(e)    No dividends or other distributions with respect to securities of Parent constituting part of the Per Share
Consideration, and no cash payment in lieu of fractional shares as provided in Section 2.14, shall be paid to the holder of any
Certificates not surrendered or of any Uncertificated Shares not transferred until such Certificates or Uncertificated Shares are
surrendered or transferred, as the case may be, as provided in this Section. Following such surrender or transfer, there shall be paid,
without interest, to the Person in whose name the securities of Parent have been registered, (g) at the time of such surrender or
transfer, the amount of any cash payable in lieu of fractional shares to which such Person is entitled pursuant to Section 2.14 and
the amount of all dividends or other distributions with a record date after the Effective Time previously paid or payable on the date
of such surrender with respect to such securities, and (ii) at the appropriate payment date, the amount of dividends or other
distributions with a record date after the Effective Time and prior to surrender or transfer and with a payment date subsequent to
surrender or transfer payable with respect to such securities.

Section 2.05.    Company Stock Options. 3. At or immediately prior to the Effective Time, by virtue of the
Merger and without any further action by any party or any holder of Company Stock Options, each Company Stock
Option outstanding as of immediately prior to the Effective Time, whether or not exercisable or vested, shall be
canceled, and each holder thereof shall cease to have any rights with respect thereto, other than the right to receive, in
respect of each share of Company Common Stock that would be obtainable upon exercise of a vested Company Stock
Option (whether vested by its terms or by virtue of action taken by the Company), (a)
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an amount in cash, without interest, equal to the excess of the Per Common Equivalent Cash Consideration over the
Applicable Exercise Price and (b) the Per Common Equivalent Stock Consideration (such cash and Parent Common
Stock, together, the “Per Option Consideration”). Parent shall pay or cause the Surviving Corporation to pay the
aggregate Per Option Consideration on the first regular payroll date of the Surviving Corporation following the
Effective Time.

(a)    Prior to the Effective Time, the Company shall (c) obtain any consents from the Option Holders and (d) make any
amendments to the terms of such stock option or compensation plans or arrangements that are necessary to give effect to the
transactions contemplated by this Section 2.05. Notwithstanding any other provision of this Section 2.05, payment may be withheld
in respect of any Company Stock Option until such necessary consents are obtained.

(b)    The Company shall take all action necessary to ensure that all outstanding and vested Company Stock Options are
either (e) exercised in full and the exercise price with respect thereto is delivered to the Company in cash or by check prior to the
Effective Time, or (f) cancelled and extinguished as of immediately prior to the Effective Time.

Section 2.06.    Company Warrants. 4. At the Effective Time, by virtue of the Merger and without any further
action by any party or any holder of Company Warrants, (a) each Common Stock Warrant outstanding as of
immediately prior to the Effective Time shall be canceled, and each holder thereof shall cease to have any rights with
respect thereto, other than the right to receive, in respect of each share of Company Common Stock that would be
obtainable upon exercise of such Common Stock Warrant as of immediately prior to the Effective Time, (A) an amount
in cash, without interest, equal to the excess of the Per Common Equivalent Cash Consideration over the Applicable
Exercise Price and (B) the Per Common Equivalent Stock Consideration (such cash and Parent Common Stock,
together, the “Per Share Common Warrant Consideration”) (b) each Preferred Stock Warrant outstanding as of
immediately prior to the Effective Time shall be canceled, and each holder thereof shall cease to have any rights with
respect thereto, other than the right to receive, in respect of each share of Company Preferred Stock that would be
obtainable upon exercise of such Preferred Stock Warrant as of immediately prior to the Effective Time, (A) an amount
in cash, without interest, equal to the excess of the Per Preferred Share Cash Consideration over the Applicable
Exercise Price and (B) the Per Preferred Share Stock Consideration
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(such cash and Parent Common Stock, together, the “Per Share Preferred Warrant Consideration”, and together
with the Per Share Common Warrant Consideration, whichever is applicable, the “Per Share Warrant
Consideration”); provided that the aggregate cash consideration payable to any Warrant Holder pursuant to this
Section 2.06(a) shall be reduced by such Warrant Holder’s Pro Rata Portion of the Escrow Amount to be withheld
pursuant to Section 2.07).

(a)    Prior to the Effective Time, the Company shall (c) obtain any consents from the Warrant Holders and (d) make any
amendments to the terms of such Company Warrants that are necessary to give effect to the transactions contemplated by this
Section 2.06. Notwithstanding any other provision of this Section 2.06, payment may be withheld in respect of any Company
Warrant until such necessary consents are obtained.

(b)    The Company shall take all action necessary to ensure that all Company Warrants are either (e) exercised in full and
the exercise price with respect thereto is delivered to the Company in cash or by check prior to the Effective Time, or (f) cancelled
and extinguished as of immediately prior to the Effective Time.

Section 2.07.    Indemnification Escrow. An amount equal to the sum of the General Escrow Amount and the
Equityholder Representative Escrow Amount shall be withheld from the aggregate cash consideration payable to the
Equityholders pursuant to Sections 2.03(a) and Section 2.06(a), as applicable, and treated in accordance with this
Section 2.07. At the Closing, the Equityholder Representative, Parent and the Escrow Agent shall execute the Escrow
Agreement. On the Closing Date, Parent, on behalf of the Equityholders, shall deliver the Escrow Amount to the
Escrow Agent in immediately available funds by wire transfer deposit. The Equityholder Representative Escrow
Amount delivered to the Escrow Agent shall be deposited in a separate account (the “Equityholder Representative
Escrow Account”) to be held in escrow to fund the out-of-pocket costs and expenses of the Equityholder
Representative pursuant to the provisions of the Escrow Agreement. The General Escrow Amount plus any interest and
other income earned thereon (net of any distributions pursuant to the terms of this Agreement and the Escrow
Agreement) being held in escrow from time to time pursuant to the Escrow Agreement (the “General Escrow Fund”)
shall be held by the Escrow Agent in a dedicated escrow account (the “General Escrow Account”) as security for the
indemnification obligations of the Equityholders provided for in Article 10, pursuant to the terms of the Escrow
Agreement and shall be disbursed in accordance with the terms thereof.
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Section 2.08.    Allocation Certificate. 5. Three Business Days prior to the Closing Date, the Company shall
deliver to Parent a certificate (the “Allocation Certificate”) of the Company signed by the Chief Executive Officer of
the Company certifying as to the accuracy and completeness, in each case as of the Closing, of:

(i)    the Company’s good faith estimate of the Closing Adjustment (the “Estimated Closing Adjustment”);

(ii)    (1) the Company’s calculation of the Aggregate Consideration Value, (2) the amount of cash and stock
consideration payable or issuable pursuant to Section 2.03(a) in respect of each share of Company Common Stock and
Company Preferred Stock, (3) the applicable Per Share Option Consideration in respect of each Company Stock Option and
(4) the applicable Per Share Warrant Consideration in respect of each Company Warrant, in each case based upon the
Estimated Closing Adjustment;

(iii)    the name and mailing address and, if available, e-mail address, of each Equityholder and Option Holder as
set forth in the Company’s records;

(iv)    (5) the aggregate amount of cash and stock consideration payable or issuable to each Equityholder and
Option Holder after the Effective Time, (6) each Equityholder’s Pro Rata Portion of the Escrow Amount, and (7) any
required withholding (if any) with respect to each Equityholder and Option Holder, in each case, as applicable, based upon
the Estimated Closing Adjustment; and

(v)    the date that each Equityholder acquired the shares of Company Common Stock and Company Preferred
Stock Common or Preferred Stock and, if acquired after January 1, 2011, the cost basis of such shares.

(b)    The Company shall promptly deliver to Parent such further information with respect to the calculations of the
Allocation Certificate as Parent may reasonably request. The Allocation Certificate shall be deemed the definitive calculation of the
amounts payable to the Equityholders and Option Holders, in connection with the Merger and the disbursement thereof, except with
respect to such adjustments as may otherwise be provided under this Agreement. Parent shall be entitled to rely on the Allocation
Certificate for all such disbursements and upon such disbursements shall have no responsibility or liability on account of its acting
in accordance with same.

Section 2.09.    Finalization of the Closing Adjustment.
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(a)    As promptly as practicable, but no later than 90 days, after the Closing Date, Parent will cause to be prepared and
delivered to the Equityholder Representative Parent’s calculation of the Closing Adjustment.

(b)    If the Equityholder Representative disagrees with Parent’s calculations delivered pursuant to Section 2.09(a), the
Equityholder Representative may, within 30 days after delivery of the calculations referred to in Section 2.09(a), deliver a notice to
Parent disagreeing with such calculations and setting forth the Equityholder Representative’s calculation of such amounts. Any
such notice of disagreement shall specify those items or amounts as to which the Equityholder Representative disagrees, and the
Equityholder Representative, on behalf of the Equityholders, shall be deemed to have agreed with all other items and amounts
contained in the calculations delivered pursuant to Section 2.09(a).

(c)    If a notice of disagreement shall be delivered pursuant to Section 2.09(b), Parent and the Equityholder
Representative shall, during the 20 days following such delivery, use their reasonable best efforts to reach agreement on the
disputed items or amounts in order to determine the amount of the Closing Adjustment, which amounts shall not be less than the
amounts thereof shown in Parent’s calculations delivered pursuant to Section 2.09(a) nor more than the amounts thereof shown in
the Equityholder Representative’s calculations delivered pursuant to Section 2.09(b). If, during such period, Parent and the
Equityholder Representative are unable to reach such agreement, they shall promptly thereafter cause a firm of independent
accountants of nationally recognized standing reasonably satisfactory to Parent and the Equityholder Representative to review this
Agreement and the disputed items or amounts for the purpose of calculating the Closing Adjustment. In making such calculation(s),
such independent accountants shall consider only those items or amounts in Parent’s calculations of the Closing Adjustment as to
which the Equityholder Representative has disagreed. Such independent accountants shall deliver to Parent and the Equityholder
Representative, as promptly as practicable, a report setting forth such calculation(s). Such report shall be final and binding upon
Parent, the Equityholder Representative and the Equityholders. The cost of such review and report shall be borne equally by Parent,
on the one hand, and the Equityholders, on the other hand.

(d)    “Final Closing Adjustment” means the Closing Adjustment as shown in Parent’s calculation delivered pursuant to
Section 2.09(a), if no notice of disagreement with respect thereto is timely delivered pursuant to Section 2.09(b); or if such a notice
of disagreement is timely delivered, as agreed by Parent and the Equityholder Representative pursuant to Section 2.09(c) or in the
absence of such agreement, as shown in the independent accountant’s calculation delivered pursuant to Section 2.09(c); provided
that, in no event shall the Final Closing Adjustment be less than Parent’s calculation of the Closing Adjustment delivered
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pursuant to Section 2.09(a) or more than the Equityholder Representative’s calculation of the Closing Adjustment delivered
pursuant to Section 2.09(b).

(e)    Parent and the Equityholder Representative agree that they will, and agree to cause their respective independent
accountants and the Surviving Corporation to, cooperate and assist in the preparation of the calculation of the Closing Adjustment
and in the conduct of the audits and reviews referred to in this Section, including the making available to the extent necessary of
books, records, work papers and personnel (including by electronic means, to the extent available).

Section 2.10.    Payments Following Finalization of the Closing Adjustment.

(a)    If the Final Closing Adjustment exceeds the Estimated Closing Adjustment, each of the Equityholders shall be liable
for such Equityholder’s Pro Rata Portion of such excess, and such amounts shall be paid out of the General Escrow Fund. If the
Estimated Closing Adjustment exceeds the Final Closing Adjustment, the Parent shall pay to each Equityholder the amount of such
Equityholder’s Pro Rata Portion of such excess. If the Final Closing Adjustment is equal to the Estimated Closing Adjustment, no
payments shall be made pursuant to this Section 2.10.

(b)    Any payment to the Equityholders or Parent pursuant to Section 2.10(a) shall be made within 10 Business Days after
the Final Closing Adjustment has been determined, subject to the other provisions of Article 2 and this Agreement. In the case of
payments by the Equityholders (to the extent the General Escrow Fund has been exhausted), such payments shall be made by
delivery to Parent of a certified or official bank check payable in immediately available funds or by causing such payments to be
credited to such account of Parent as may be designated by Parent.

Section 2.11.    Dissenting Shares. Notwithstanding Section 2.03(a), any shares of Company Stock outstanding
immediately prior to the Effective Time and held by a Stockholder immediately prior to the Effective Time who has not
voted in favor of adoption of this Agreement or consented thereto in writing and who has demanded appraisal for such
shares in accordance with Delaware Law and who has not failed to perfect, withdrawn or otherwise lost the right to
appraisal under Delaware Law (collectively, the “Dissenting Shares”) shall not be converted into a right to receive the
Per Share Consideration. If, after the Effective Time, any holder of Dissenting Shares fails to perfect, withdraws or
loses the right to appraisal, such shares shall be treated as if they had been converted as of the Effective Time into a
right to receive the Per Share Consideration in accordance with this Article 2. The Company shall give Parent
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prompt notice of any demands received by the Company for appraisal of shares of Company Stock, and Parent shall
have the right to participate in all negotiations and proceedings with respect to such demands. Except with the prior
written consent of Parent, the Company shall not make any payment with respect to, or offer to settle or settle, any such
demands. Notwithstanding the foregoing, to the extent that Parent or the Company (b) makes any payment or payments
in respect of any Dissenting Share in excess of the consideration that otherwise would have been payable in respect of
such shares in accordance with this Agreement or (c) incurs any other costs or expenses, (including specifically, but
without limitation, attorneys’ fees, costs and expenses in connection with any action or proceeding or in connection
with any investigation) in respect of any Dissenting Shares (excluding payments for such shares) (together “Dissenting
Share Payments”), then Parent shall be entitled to recover under the terms of Section 10.02 hereof such Dissenting
Share Payments, whether paid or incurred before or after the Effective Time by the Company or Parent.

Section 2.12.    Securities Laws Matters. 6. Pursuant to Section 8.02, the parties hereto intend that the Stock
Consideration shall be issued pursuant to a permit qualifying such securities (the “CSL Permit”) pursuant to Section
25121 of California Corporate Securities Law of 1968 (the “CSL”) such that the issuance of the Stock Consideration
shall be exempt pursuant to Section 3(a)(10) of the 1933 Act from the registration requirements of Section 5 of the
1933 Act.

(a)    If (A) the Commissioner of Corporations of the State of California (the “Commissioner”) denies the CSL Permit or
Parent does not receive the CSL Permit within ninety (90) days following the execution of this Agreement and (B) (i) the
Registration Statement is not filed with the SEC within the number of days specified under Section 8.02(b) or declared effective by
the SEC within 60 days of the initial filing, or (ii) if Parent so elects in accordance with Section 8.02(b), then in respect of each
share of Parent Common Stock to which a holder of Company Common Stock, Company Preferred Stock, Company Stock
Options, Common Stock Warrants or Preferred Stock Warrants would otherwise be entitled under Sections 2.03, 2.06 and Section
2.06, Parent shall pay, in lieu and in full satisfaction thereof, an amount in cash, without interest, equal to the Per Parent Share
Stock Value.

Section 2.13.    Adjustments. If, during the period between the date of this Agreement and the Effective Time,
any change in the outstanding shares of capital stock of the Company or Parent shall occur, including by reason of any
reclassification, recapitalization,

1



CONFIDENTIAL TREATMENT REQUESTED

stock split or combination, exchange or readjustment of shares, or any stock dividend thereon with a record date during
such period, but excluding any change that results from any exercise of Company Stock Options outstanding as of the
date hereof or the Company Warrants, then the Per Common Equivalent Cash Consideration, Per Common Equivalent
Stock Consideration, Per Option Consideration, Per Share Common Warrant Consideration, Per Share Preferred
Warrant Consideration and any other amounts payable pursuant to this Agreement shall be appropriately adjusted.

Section 2.14.    Fractional Shares. No fractional shares of Parent Common Stock shall be issued in the Merger.
All fractional shares of Parent Common Stock that a holder of shares of Company Stock, Company Stock Options or
Company Warrants would otherwise be entitled to receive as a result of the Merger shall be aggregated and if a
fractional share results from such aggregation, such holder shall be entitled to receive, in lieu thereof, an amount in
cash without interest determined by multiplying the Per Parent Share Stock Value by the fraction of a share of Parent
Common Stock to which such holder would otherwise have been entitled.

Section 2.15.    Withholding Rights. Notwithstanding any provision contained herein to the contrary, each of the
Exchange Agent, the Surviving Corporation and Parent shall be entitled to deduct and withhold from the consideration
otherwise payable to any Person pursuant to this Article 2 such amounts as it is required to deduct and withhold with
respect to the making of such payment under any provision of federal, state, local or foreign Tax law. If the Exchange
Agent, the Surviving Corporation or Parent, as the case may be, so withholds amounts, such amounts shall be treated
for all purposes of this Agreement as having been paid to the holder of the shares of Company Stock, Company Stock
Options or Company Warrants in respect of which the Exchange Agent, the Surviving Corporation or Parent, as the
case may be, made such deduction and withholding.

Section 2.16.    Lost Certificates. If any Certificate shall have been lost, stolen or destroyed, upon the making of
an affidavit of that fact by the Person claiming such Certificate to be lost, stolen or destroyed and, if required by the
Surviving Corporation, the posting by such Person of a bond, in such reasonable amount as the Surviving Corporation
may direct, but not more than $100, as indemnity against any claim that may be made against it with respect to such
Certificate, the Exchange Agent will issue, in exchange for such lost, stolen or destroyed Certificate, the Per Share
Consideration to be paid in respect of the shares of Company Stock represented by such
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Certificate, as contemplated by this Article 2.

Section 2.17.    Tax Treatment. The parties hereto acknowledge and agree that the Merger will not qualify as a
“reorganization” described in Section 368(a) of the Code.

ARTICLE 3     

THE SURVIVING CORPORATION

Section 3.01.    Certificate of Incorporation. The certificate of incorporation of the Company in effect at the
Effective Time shall be the certificate of incorporation of the Surviving Corporation until amended in accordance with
Applicable Law; provided that, at the Effective Time, such certificate of incorporation shall be amended and restated as
set forth in Exhibit C.

Section 3.02.    Bylaws. The bylaws of Merger Subsidiary in effect at the Effective Time shall be the bylaws of
the Surviving Corporation until amended in accordance with Applicable Law.

Section 3.03.    Directors and Officers. From and after the Effective Time, until successors are duly elected or
appointed and qualified in accordance with Applicable Law, (a) the directors of Merger Subsidiary at the Effective
Time shall be the directors of the Surviving Corporation, and (b) the officers of Merger Subsidiary at the Effective
Time shall be the officers of the Surviving Corporation.

ARTICLE 4     

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Subject to Section 13.11, except as set forth in the Company Disclosure Schedule, the Company hereby represents and
warrants to Parent as of the date hereof and as of the Closing Date that:

Section 4.01.    Corporate Existence and Power. The Company is a corporation duly incorporated, validly
existing and in good standing under the laws of the State of Delaware and has all corporate powers and all
governmental licenses, authorizations, permits, consents and approvals required to carry on its business as now
conducted, except for those licenses, authorizations, permits, consents and approvals the absence of which would not
have, individually or in the aggregate, a Material Adverse Effect on the Company. The Company is duly qualified to do
business as a foreign corporation and is in good standing in each jurisdiction where such qualification is necessary,
except for those jurisdictions where failure to be so qualified would not reasonably be expected to have,
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individually or in the aggregate, a Material Adverse Effect on the Company. The Company has heretofore made
available to Parent true and complete copies of the Company Certificate of Incorporation and bylaws of the Company
as currently in effect.

Section 4.02.    Corporate Authorization. 7. The execution, delivery and performance by the Company of this
Agreement and the consummation by the Company of the transactions contemplated hereby are within the Company’s
corporate powers and, except for the required approval of the Stockholders in connection with the consummation of the
Merger, have been duly authorized by all necessary corporate action on the part of the Company. The adoption and
approval of this Agreement by the holders of (a) a majority of the total number of issued and outstanding shares of
Company Common Stock and Company Preferred Stock, on an as-converted basis, voting together as a single class and
(ii) 66.7% of the issued and outstanding shares of Company Preferred Stock (subclause (i) and (ii), the “Company
Stockholder Approval”) constitutes all of the votes, consents and approvals required of the Stockholders for the
authorization, execution and delivery of this Agreement by the Company and the performance by the Company of the
Merger and the other transactions contemplated hereby. This Agreement constitutes a valid and binding agreement of
the Company enforceable against the Company in accordance with its terms (subject to applicable bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and other laws affecting creditors’ rights generally and
general principles of equity).

(f)    At a meeting duly called and held, or by unanimous written consent, the Company Board has (b) unanimously
determined that this Agreement and the transactions contemplated hereby are fair to and in the best interests of the Stockholders,
(c) unanimously approved, adopted and declared advisable this Agreement and the transactions contemplated hereby, and
(iii) unanimously resolved to recommend approval and adoption of this Agreement by the Stockholders (the “Company Board
Approval”) and no other corporate actions on the part of the Company Board are necessary in connection with the authorization,
execution and delivery of this Agreement by the Company and the performance by the Company of the Merger and the other
transactions contemplated hereby. The Company has delivered to Parent a certified copy of the Company Board Approval which
has not been, and at the Closing will not have been, revoked, rescinded or amended.

Section 4.03.    Governmental Authorization. The execution, delivery and performance by the Company of this
Agreement and the consummation by the Company of the
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transactions contemplated hereby require no action by or in respect of, or filing with, any Governmental Authority
other than (d) the filing of a certificate of merger with respect to the Merger with the Delaware Secretary of State and
appropriate documents with the relevant authorities of other states in which the Company is qualified to do business,
(e) compliance with any applicable requirements of the HSR Act and of laws analogous to the HSR Act existing in
foreign jurisdictions, (f) compliance with any applicable requirements of the 1933 Act, the 1934 Act, and any other
applicable state or federal securities laws, and (g) any actions or filings the absence of which would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect on the Company.

Section 4.04.    Non-contravention. The execution, delivery and performance by the Company of this Agreement
and the consummation of the transactions contemplated hereby do not and will not (h) contravene, conflict with, or
result in any violation or breach of any provision of the Company Certificate of Incorporation or bylaws of the
Company, (i) assuming compliance with the matters referred to in Section 4.03, contravene, conflict with or result in a
violation or breach of any provision of any Applicable Law, (j) assuming compliance with the matters referred to in
Section 4.03, require any consent or other action by any Person under, constitute a default, or an event that, with or
without notice or lapse of time or both, would constitute a default, under, or cause or permit the termination,
cancellation, acceleration or other change of any right or obligation or the loss of any benefit to which the Company or
any of its Subsidiaries is entitled under any provision of any agreement or other instrument binding upon the Company
or any of its Subsidiaries or any license, franchise, permit, certificate, approval or other similar authorization affecting,
or relating in any way to, the assets or business of the Company and its Subsidiaries or (k) result in the creation or
imposition of any Lien on any asset of the Company or any of its Subsidiaries, with only such exceptions, in the case of
each of clauses (ii) through (iv), as would not reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect on the Company.

Section 4.05.    Capitalization. 8. The authorized capital stock of the Company consists of 60,000,000 shares of
Company Common Stock and 25,000,000 shares of Company Preferred Stock. As of the date hereof, there are
outstanding 1,194,604 shares of Company Common Stock and 19,500,000 shares of Company Preferred Stock. The
Company has reserved 9,496,391 shares of Company Common Stock for issuance pursuant to the Company
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Equity Plan and Common Stock Warrants, of which 287,544 shares are outstanding pursuant to option exercises
through the date hereof, 5,166,799 shares are subject to outstanding unexercised options as of the date hereof,
3,800,000 shares are subject to the Common Stock Warrants and 242,048 shares remain available for future grant as of
the date hereof. The Company has also reserved 1,830,000 shares of Company Preferred Stock and 1,830,000 shares of
Company Common Stock for issuance pursuant to the Preferred Stock Warrants and for conversion following the
exercise thereof. All outstanding shares of capital stock of the Company and all outstanding Company Stock Options
have been offered, sold, issued and delivered by the Company in all material respects in compliance with all Applicable
Laws.

(a)    Except as set forth in this Section 4.05 and for changes after the date hereof resulting from the exercise of Company
Stock Options outstanding as of the date hereof and the Company Warrants, there are no outstanding (a) shares of capital stock or
voting securities of the Company, (b) securities of the Company convertible into or exchangeable for shares of capital stock or
voting securities of the Company, (c) options or other rights to acquire from the Company, or undertakings, promises or other
obligations, written or oral, of the Company to issue, any capital stock, voting securities or securities convertible into or
exchangeable for capital stock or voting securities of the Company or (d) restricted shares, restricted share units, stock appreciation
rights, performance shares, contingent value rights, “phantom” stock or similar securities or rights that are derivative of or provide
economic benefits based, directly or indirectly, on the value or price of, any capital stock or other voting securities or ownership
interests in the Company (the items in clauses (i) through (iv) being referred to collectively as the “Company Securities”). There
are no outstanding obligations of the Company to repurchase, redeem or otherwise acquire any Company Securities, and the
Company Securities are not subject to preemptive rights created by statute, the Company Certificate of Incorporation or bylaws of
the Company or any agreement to which the Company is a party or by which it is bound. In addition, there are no declared or
accrued unpaid dividends with respect to any shares of the Company Stock.

(b)    Except for the Company Voting Agreement and the Company Right of First Refusal and Co-Sale Agreement, there
are no voting trusts, proxies, or other agreements or understandings with respect to the voting stock of the Company or any other
matters involving any securities of the Company, including with respect to the registration, sale or transfer (including agreements
relating to rights of first refusal, co-sale rights or “drag-along” rights) of any Company Stock, to which the Company or any of its
Subsidiaries is a party, by which the Company or any of its Subsidiaries is bound, or of which the Company has knowledge.
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(c)    Except for the Company Equity Plan, a copy of which, together with all forms of agreement pursuant to which the
Company Stock Options have been granted under the Company Equity Plan, has been made available to Parent prior to the date
hereof, neither the Company nor any of its Subsidiaries has adopted or maintains any stock option plan or other plan providing for
equity compensation to any Person. The Company Equity Plan has been duly authorized, approved and adopted by the Company
Board and the Stockholders and is in full force and effect.

Section 4.06.    Ownership of Shares, Stock Options; Warrants. 9. As of the date hereof, all of the outstanding
shares of Company Stock are owned of record by the Persons, with the addresses and in the respective amounts, set
forth in Schedule 4.06(a) of the Company Disclosure Schedule. No Subsidiary of the Company owns any shares of the
capital stock of the Company.

(c)    Schedule 4.06(b) of the Company Disclosure Schedule sets forth in respect of each Company Stock Option
outstanding as of the date hereof, (a) the name of the holder of such option, the state or foreign jurisdiction of domicile of such
holder as set forth in the Company records, and whether such holder is an employee of the Company or any of its Subsidiaries, (b)
the date of grant or issuance of such option, (c) the number of shares of Company Common Stock subject to such option, (d) the
exercise price of such option, (e) the vesting schedule for such option, including the extent vested to the date of this Agreement and
whether and to what extent the exercisability of such option will be accelerated and become exercisable as a result of the
transactions contemplated by this Agreement, and (f) whether such Company Stock Option is an “incentive stock option,” within
the meaning of Section 422 of the Code, or a nonqualified stock option.

(d)    Schedule 4.06(c) of the Company Disclosure Schedule sets forth sets forth in respect of each Company Warrant, (g)
the name of the holder of such warrant, the state or foreign jurisdiction of domicile of such holder as set forth in the Company
records, (h) the date of grant or issuance of such warrant, (i) the number of shares of Company Common Stock or Company
Preferred Stock subject to such warrant and (j) the exercise price of such warrant.

Section 4.07.    Subsidiaries. 10. Each Subsidiary of the Company has been duly organized, is validly existing
and (where applicable) in good standing under the laws of its jurisdiction of organization, has all organizational powers
and all governmental licenses, authorizations, permits, consents and approvals required to carry on its business as now
conducted, except for those licenses, authorizations, permits, consents and approvals the absence of which would not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on the Company. Each such
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Subsidiary is duly qualified to do business as a foreign entity and is in good standing in each jurisdiction where such
qualification is necessary, except for those jurisdictions where failure to be so qualified would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect on the Company. All Subsidiaries of the
Company and their respective jurisdictions of incorporation are identified in Schedule 4.07 of the Company Disclosure
Schedule. The Company has heretofore delivered to Parent true and complete copies of the certificate of incorporation
and bylaws, or similar organizational documents, of each Subsidiary as in effect on the date hereof.

(f)    All of the outstanding capital stock of or other voting securities of, or ownership interests in, each Subsidiary of the
Company, is owned by the Company, directly or indirectly, free and clear of any Lien and free of any other limitation or restriction
(including any restriction on the right to vote, sell or otherwise dispose of such capital stock or other voting securities or ownership
interests). There are no issued, reserved for issuance or outstanding (a) securities of the Company or any of its Subsidiaries
convertible into, or exchangeable for, shares of capital stock or other voting securities of, or ownership interests in, any Subsidiary
of the Company, (b) warrants, calls, options or other rights to acquire from the Company or any of its Subsidiaries, or other
obligations of the Company or any of its Subsidiaries to issue, any capital stock or other voting securities of, or ownership interests
in, or any securities convertible into, or exchangeable for, any capital stock or other voting securities of, or ownership interests in,
any Subsidiary of the Company or (c) restricted shares, stock appreciation rights, performance units, contingent value rights,
“phantom” stock or similar securities or rights that are derivative of, or provide economic benefits based, directly or indirectly, on
the value or price of, any capital stock or other voting securities of, or ownership interests in, any Subsidiary of the Company (the
items in clauses (i) through (iii) being referred to collectively as the “Company Subsidiary Securities”). There are no outstanding
obligations of the Company or any of its Subsidiaries to repurchase, redeem or otherwise acquire any of the Company Subsidiary
Securities. Except for the capital stock or other voting securities of, or ownership interests in, its Subsidiaries, the Company does
not own, directly or indirectly, any capital stock or other voting securities of, or ownership interests in, any Person.

Section 4.08.    Financial Statements; Allocation Certificate. 11. The audited consolidated balance sheets as of
December 31, 2011, 2010 and 2009 and the related audited consolidated statements of income and cash flows for each
of the fiscal years then ended (and the related notes thereto), and the unaudited interim consolidated balance sheet as of
June 30, 2012 and the related unaudited interim consolidated statements of income and cash flows for the six months
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then ended of the Company and its Subsidiaries attached hereto as Schedule 4.08(a) of the Company Disclosure
Schedule (collectively, the “Company Financial Statements”) (a) are accurate and complete in all material respects
and have been prepared from the books and records of the Company and in accordance with GAAP applied on a
consistent basis throughout the periods indicated and consistent with each other, except for the absence of footnotes,
and (b) fairly present, in all material respects, in accordance with GAAP applied on a consistent basis and the books
and records of the Company, the consolidated financial position, assets and liabilities, results of operations and cash
flows of the Company and its Subsidiaries as of the dates and for the periods indicated therein, subject, in the case of
the unaudited interim Company Financial Statements, to normal year-end adjustments, which were not material in
amount or significance. The Company maintains a system of internal controls over financial reporting that is adequate
to the business of the Company as currently conducted. The Company has delivered to Parent or its Representatives
true and complete copies of the Company Financial Statements.

(c)    The Company and each of its Subsidiaries have in place systems and processes that are customary for a company at
the same stage of development as the Company and that are designed to (c) provide reasonable assurances regarding the reliability
of the Company Financial Statements, and (d) in a timely manner accumulate and communicate to Company’s principal executive
officer and principal financial officer the type of information that would be required to be disclosed in the Company Financial
Statements. Neither the Company nor any of its Subsidiaries nor, to the Company’s knowledge, any of their respective
Representatives has received or otherwise had or obtained knowledge of any complaint, allegation, assertion or claim, whether
written or oral, regarding the adequacy of such systems and processes or the accuracy or integrity of the Company Financial
Statements. To the Company’s knowledge, there have been no instances of fraud by the Company or any of its Subsidiaries,
whether or not material, that occurred during any period covered by the Company Financial Statements.

(d)    During the periods covered by the Company Financial Statements, the Company’s external auditor was independent
of the Company and its management. Schedule 4.08(c) of the Company Disclosure Schedule sets forth each written report by the
Company’s external auditors to the Company Board, or any committee thereof, or the Company’s management concerning any
period covered by the Company Financial Statements. The Company’s revenue recognition policy is consistent with GAAP.
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(e)    Each of the items included in the Estimated Closing Adjustment was prepared and calculated using the same
accounting methodologies, principles and procedures applied by the Company in the preparation of the Company Balance Sheet
and the formulation of the Minimum Adjusted Closing Working Capital Target.

(f)    The financial statements of MicroProbe China for the year ended December 31, 2011 and the six months ended June
30, 2012 attached hereto as Schedule Section 4.08(e) of the Company Disclosure Schedule (the “MicroProbe China Financial
Statements”) (i) are accurate and complete in all material respects and have been prepared from the books and records of
MicroProbe China and in accordance with GAAP applied on a consistent basis throughout the periods indicated and consistent with
each other, except for the absence of footnotes, and (ii) fairly present, in all material respects, in accordance with GAAP applied on
a consistent basis and the books and records of the MicroProbe China, the financial position, assets and liabilities, results of
operations and cash flows of MicroProbe China as of the dates and for the periods indicated therein, except for the absence of
footnotes, and subject, in the case of the financial statements for the six months ended June 30, 2012, to normal year-end
adjustments, which were not material in amount or significance. MicroProbe China maintains a system of internal controls over
financial reporting that is adequate to the business of MicroProbe China as currently conducted. The Company has delivered to
Parent or its Representatives true and complete copies of the MicroProbe China Financial Statements.

Section 4.09.    Disclosure Documents. 12. The Soliciting Materials and Stockholder Notice, including any
amendments or supplements thereto, will, at the time such documents are first mailed to the Stockholders (a) comply as
to form in all material respects with the applicable requirements of Delaware Law, and (b) not contain any untrue
statement of a material fact or omit to state any material fact necessary in order to make the statements made therein, in
the light of the circumstances under which they were made, not misleading. The representations and warranties
contained in this Section 4.09(a) will not apply to statements or omissions included in the Soliciting Materials or
Stockholder Notice based upon information furnished to the Company in writing by Parent or its Representatives
specifically for use therein.

(a)    None of the information supplied in writing by the Company or its Representatives for inclusion or incorporation by
reference in (c) the application for a CSL Permit to be filed with the Commissioner pursuant to Section 25121 of the CSL, in
connection with any issuance of Parent Common Stock as provided under  Article 2, including the disclosure documents relating
thereto (the “Permit Application”), will, at the time the Permit Application is filed with the
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Commissioner and at the time the of hearing pursuant to section 25142 of the CSL (the “Fairness Hearing”) is held, contain any
untrue statement of a material fact or omit to state any material fact necessary in order to make the statements made therein, in the
light of the circumstances under which they were made, not misleading or (d) any registration statement on Form S-4 of Parent
registering the issuance of the Stock Consideration pursuant to the terms of this Agreement (together with any amendments or
supplements thereto, the “Registration Statement”) will, at the time the Registration Statement or any amendment or supplement
becomes effective, contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements made therein, in the light of the circumstances under which they were made, not misleading..

Section 4.10.    Absence of Certain Changes.

(b)    Since the Company Balance Sheet Date, the business of the Company and its Subsidiaries has been conducted in the
ordinary course consistent with past practices and there has not been any event, occurrence, development or state of circumstances
or facts that has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on the
Company.

(c)    From the Company Balance Sheet Date until the date hereof, other than the grant of stock options disclosed on
Schedule Section 4.10 of the Company Disclosure Schedule, there has not been any action taken by the Company or any of its
Subsidiaries that, if taken during the period from the date of this Agreement through the Effective Time without Parent’s consent,
would constitute a breach of Section 6.01.

Section 4.11.    No Undisclosed Material Liabilities. There are no liabilities or obligations of the Company or
any of its Subsidiaries of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or
otherwise, and there is no existing condition, situation or set of circumstances that could reasonably be expected to
result in such a liability or obligation, other than:

(a)    liabilities or obligations disclosed and provided for in the Company Balance Sheet or in the notes thereto; and

(b)    other undisclosed liabilities which, individually or in the aggregate, are not material to the Company and its
Subsidiaries, taken as a whole;

(c)    liabilities incurred since the Company Balance Sheet Date in the ordinary course of business consistent with past
practice;
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(d)    liabilities disclosed in the Company Disclosure Schedule; and

(e)    liabilities directly incurred under the terms of this Agreement.

Section 4.12.    Material Contracts. 13. As of the date hereof, none of the Company or any of its Subsidiaries is
a party to or bound by:

(i)    any lease (whether of real or personal property) providing for annual rentals of $100,000 or more;

(ii)    any agreement for the purchase of materials, supplies, goods, services, equipment or other assets providing
for either (1) annual payments by the Company and its Subsidiaries of $100,000 or more or (2) aggregate payments by the
Company and its Subsidiaries of $250,000 or more;

(iii)    any license, sales, rental, distribution or other similar agreement providing for the license, sale, rental or
distribution by the Company or any of its Subsidiaries of technology, materials, supplies, goods, services, equipment or
other assets that expressly provides for (or would reasonably be expected to result in) either annual payments to the
Company or any of its Subsidiaries of $100,000 or more or aggregate payments to the Company or any of its Subsidiaries of
$250,000 or more;

(iv)    any agreement for the purchase or license of technology, materials, supplies, goods, services, equipment or
other tangible or intangible assets that provides for (or would reasonably be expected to result in) either annual payments by
the Company or any of its Subsidiaries of $100,000 or more or aggregate payments by the Company or any of its
Subsidiaries of $250,000 or more;

(v)    any agreement relating to the acquisition or disposition of any business (whether by merger, sale of stock,
sale of assets or otherwise);

(vi)    any agreement relating to indebtedness for borrowed money or the deferred purchase price of property (in
either case, whether incurred, assumed, guaranteed or secured by any asset), except any such agreement with an aggregate
outstanding principal amount not exceeding $100,000 and which may be prepaid on not more than 30 days’ notice without
the payment of any penalty;

(vii)    any agency, dealer, sales representative, marketing or other similar agreement;
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(viii)    any consulting, services, development or collaboration agreement or other agreement for development,
commercialization, marketing or sales of products and services for the Company or any of its Subsidiaries, including joint
ventures;

(ix)    any agreement that limits the freedom of the Company or any of its Subsidiaries to compete in any line of
business or with any Person or in any area or which would so limit the freedom of the Surviving Corporation, Parent or any
of Parent’s Affiliates after the Closing Date;

(x)    any agreement providing for indemnification by the Company or any of its Subsidiaries, or in favor of the
Company or any of its Subsidiaries, other than indemnification provisions arising in the ordinary course of business and
consistent with past practices, including without limitation in purchase orders, customer agreements or indemnities of
lessors (other than any Affiliate) under any leases;

(xi)    any material agreement containing a “most favored nation” or similar provision or providing for minimum
purchase or sale obligations;

(xii)    any agreement with (3) any Stockholder or any of its Affiliates, (4) any Person directly or indirectly
owning, controlling or holding with power to vote, 5% or more of the outstanding voting securities of any Stockholder or
any of its Affiliates, (5) any Person 5% or more of whose outstanding voting securities are directly or indirectly owned,
controlled or held with power to vote by any Stockholder or any of its Affiliates or (6) any director or officer of any
Stockholder or any of its Affiliates or any “associates” or members of the “immediate family” (as such terms are
respectively defined in Rule 12b-2 and Rule 16a-1 of the 1934 Act) of any such director or officer;

(xiii)    any agreement or plan, including, without limitation, any stock option plan, stock appreciation rights plan
or stock purchase plan, Company Securities or debt instruments, or any undertaking, promise or other obligation, written or
oral, of the Company or any of its Subsidiaries to issue any Company Securities or Company Subsidiary Securities;

(xiv)    any shareholders agreement or similar agreement with or among the Stockholders, including any
agreement that provides for preemptive rights or imposes any limitation or restriction on Company Stock, including any
restriction on the right of a Stockholder to vote, sell or otherwise dispose of such Company Stock; or
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(xv)    any other agreement, commitment, arrangement or plan not made in the ordinary course of business that is
material to the Company and its Subsidiaries, taken as a whole.

(b)    Each agreement, contract, plan, lease, arrangement or commitment disclosed in any Section of the Company
Disclosure Schedule, or required to be disclosed pursuant to this Section 4.12 or which would have been required to be so disclosed
had it been in existence as of the date of this Agreement (each, a “Material Contract”) is in full force and effect and is valid,
binding and enforceable in accordance with its terms, except as such enforceability may be subject to applicable bankruptcy,
reorganization, insolvency, moratorium and similar laws affecting the enforcement of creditors’ rights generally and by general
principles of equity. The Company and its Subsidiaries are in compliance in all material respects with and have not materially
breached, violated or defaulted under, or received notice that they have materially breached, violated or defaulted under, in any
material respect, any of the terms or conditions of any Material Contract, nor does the Company have knowledge of any event or
occurrence that would constitute such a material breach, violation or default (with or without the lapse of time, giving of notice or
both) by the Company or any of its Subsidiaries or knowledge of any material breach, violation or default (with or without the lapse
of time, giving of notice or both) by any Third Party. The Company has delivered to Parent prior to the date hereof accurate and
complete copies of all Material Contracts in existence as of the date hereof.

(c)    No Person is renegotiating, or has a right (absent any default or breach of a Material Contract) pursuant to the terms
of any Material Contract to renegotiate, any material amount paid or payable to the Company or any of its Subsidiaries under any
Material Contract or any other material term or provision of any Material Contract. None of the Company or any of its Subsidiaries
has received any written or verbal indication of an intention to terminate any Material Contract by any of the parties to any Material
Contract.

(d)    The transactions contemplated by this Agreement will not give rise to any notice or consent requirements or rights of
termination under any Material Contract.

Section 4.13.    Litigation. Other than litigation between Parent and the Company’s subsidiary Micro-Probe
Incorporated, there is no action, suit, investigation or proceeding (or any basis therefor) pending against, or, to the
knowledge of the Company, threatened against or affecting, the Company, any Subsidiary of the Company, any present
or former officer, director or employee of the Company or any Subsidiary of the Company or any Person for whom the
Company or any Subsidiary of the Company may be liable or any of their respective properties before (or, in the case
of threatened actions, suits, investigations or proceedings, would be before) or by
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any Governmental Authority or arbitrator, that, if determined or resolved adversely in accordance with the plaintiff’s
demands, would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on the
Company.

Section 4.14.    Compliance with Laws and Court Orders. The business of the Company and its Subsidiaries is
and has at all times since its inception been conducted in compliance with Applicable Law except for any
noncompliance that would not reasonably be expected to have a Material Adverse Effect on the Company. None of the
Company or any of its Subsidiaries is in violation of, and to the knowledge of the Company, is not under investigation
with respect to and has not been threatened to be charged with or given notice of any violation of, any Applicable Law
that would reasonably be expected to have a Material Adverse Effect on the Company. The Company and its
Subsidiaries have taken commercially reasonable steps to ensure that their respective employees, agents and partners
comply in all material respects with Applicable Law. There is no judgment, decree, injunction, rule or order of any
arbitrator or Governmental Authority outstanding against the Company or any of its Subsidiaries.

Section 4.15.    Assets and Properties. (7) The Company and its Subsidiaries have good and marketable,
indefeasible, fee simple title to, or in the case of leased property and assets have valid leasehold interests in, all
property and assets (whether real, personal, tangible or intangible) reflected on the Company Balance Sheet or acquired
after the Company Balance Sheet Date, except for properties and assets sold since the Company Balance Sheet Date in
the ordinary course of business consistent with past practices. None of such property or assets is subject to any Lien,
other than the Permitted Liens.

(a)    There are no developments affecting any such property or assets pending or, to the knowledge of the Company
threatened, which might materially detract from the value, materially interfere with any present or intended use or materially
adversely affect the marketability of any such property or assets.

(b)    Schedule 4.15(c) of the Company Disclosure Schedule sets forth a list of all real property currently leased, subleased
or licensed by or from the Company or any of its Subsidiaries or otherwise used or occupied by the Company or any of its
Subsidiaries for the operation of its business. Neither the Company nor any of its Subsidiaries owns any real property.

(c)    The manufacturing facilities, buildings, structures and equipment owned by the Company and its Subsidiaries have
no material defects, are in good

1



CONFIDENTIAL TREATMENT REQUESTED

operating condition and repair and, in the case of manufacturing facilities, buildings and other structures (including the roofs
thereof), are structurally sound. The manufacturing facilities, buildings, structures and equipment owned by the Company and its
Subsidiaries have been reasonably maintained consistent with standards generally followed in the industry (giving due account to
the age and length of use of same, ordinary wear and tear excepted), and are adequate and suitable for their present and intended
uses.

(d)    The manufacturing facilities, buildings and structures owned by the Company and its Subsidiaries currently have
access to (i) public roads or valid easements over private streets or private property for such ingress to and egress from all such
manufacturing facilities, buildings and structures and (ii) water supply, storm and sanitary sewer facilities, telephone, gas and
electrical connections, fire protection, drainage and other public utilities, in each case as is necessary for the conduct of the
businesses of the Company and its Subsidiaries as heretofore conducted and as presently planned to be conducted by Parent. To the
knowledge of the Company, none of the structures on any such owned or leased real property encroaches upon real property of
another Person, and no structure of any other Person substantially encroaches upon any of such owned or leased real property.

(e)    To the knowledge of the Company, such real property, and its continued use, occupancy and operation as currently
used, occupied and operated, does not constitute a nonconforming use under all applicable building, zoning, subdivision and other
land use and similar Applicable Law.

(f)    The property and assets owned or leased by the Company or any of its Subsidiaries, or which they otherwise have the
right to use, constitute all of the property and assets used or held for use in connection with the business of the Company or any of
its Subsidiaries and are adequate to conduct such businesses as currently conducted.

Section 4.16.    Products and Services. 14. Each of the products produced or sold by the Company or any of its
Subsidiaries (collectively, the “Company Products”) is, and at all times up to and including the sale thereof has been,
(i) in compliance in all material respects with the terms and requirements of any express or, to the extent not properly
disclaimed, implied warranty or other contract between the Company or any of its Subsidiaries and such Person, (ii) in
conformance in all material respects with any affirmations of fact made by Company in connection with its sale, and
(iii) in compliance in all material respects with all Applicable Laws. Except for any deficiencies that can be corrected
without incurring expense materially in excess of the Company’s warranty reserves, each Company Product that has
been sold by the Company or any of its Subsidiaries to any Person, other than products designed by a Third

1



CONFIDENTIAL TREATMENT REQUESTED

Party as to which the Company has full recourse with respect to design defects, was free of any design defects,
construction defects or other defects or deficiencies at the time of sale. To the knowledge of the Company, no Company
Product has been the subject of any recall or other similar action, and no event has occurred, and to the Company’s
knowledge no condition or circumstance exists, that could (with or without notice or lapse of time) directly or
indirectly give rise to or serve as a basis for any such recall or other similar action relating to any such product.

(a)    All services provided by the Company or any of its Subsidiaries to any third party (collectively, the “Company
Services”) have been performed in conformity in all material respects with the terms and requirements of all applicable express
warranties or other contract between the Company or any of its Subsidiaries and such Person, and in all material respects with all
Applicable Laws. Schedule 4.16(b) of the Company Disclosure Schedule sets forth all agreements that obligate the Company or
any of its Subsidiaries to provide Company Services after the date hereof that contains any fixed price, maximum fee, cap or other
provision that provides for payment other than on an unrestricted “time and materials” basis, the applicable fee and rate structure
and payment terms for the Company Services provided thereunder, and a summary of the Company’s and such Subsidiaries’
remaining commitments and milestones or other delivery or time for performance requirements thereunder. Neither the Company
nor any of its Subsidiaries has any “loss contract” or other agreement to provide Company Services where the expected cost to
complete the contract materially exceeds either (a) the fees and payments to be received pursuant to such contract or (b) the
Company’s budgeted expense with respect thereto.

(b)    There are no material unresolved claims made or threatened in writing by any customer or other Person against the
Company or any of its Subsidiaries (i) under or based upon any warranty provided by or on behalf of the Company or any of its
Subsidiaries, or (ii) relating to any Company Product or Company Service. To the Company’s knowledge no event has occurred,
and no condition or circumstance exists, that could reasonably be expected (with or without notice or lapse of time) to directly or
indirectly give rise to or serve as a basis for the assertion of any such claim. To the Company’s knowledge, none of the Company or
any of its Subsidiaries will incur or otherwise become subject to any warranty liability arising directly or indirectly from any
Company Product manufactured or sold, or any Company Services performed by, the Company or any of its Subsidiaries on or at
any time prior to the Closing Date in excess of the Company’s warranty reserves.

Section 4.17.    Intellectual Property. 15. Schedule 4.17(a)(i) contains a true and complete list of each of the
registrations and applications for registrations of Intellectual Property Rights included
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in the Owned Intellectual Property Rights (“Registered Intellectual Property Rights”). Schedule 4.17(a)(ii) contains
a complete list of all proceedings in which the Company or its designee or an entity on its behalf is seeking to cancel,
modify, invalidate or otherwise challenge an Intellectual Property Right. Schedule 4.17(a)(iii) contains a true and
complete list of all material agreements (whether written or otherwise, including license agreements, research
agreements, development agreements, distribution agreements, settlement agreements, consent to use agreements and
covenants not to sue, but excluding licenses for software that are generally available on standard pricing terms and
have (x) an individual acquisition cost of $5,000 per seat or less and (y) an aggregate acquisition cost for all seats of
$100,000 or less, standard Company licenses to its customers entered into in the ordinary course of business and non-
disclosure agreements entered into in the ordinary course of business) to which the Company or any of its Subsidiaries
is a party or otherwise bound, granting or restricting any right to use, exploit or practice any Intellectual Property
Rights.

(a)    The Licensed Intellectual Property Rights and the Owned Intellectual Property Rights together constitute all the
Intellectual Property Rights necessary to, or used or held for use by the Company or its Subsidiaries in, the conduct of the business
of the Company and its Subsidiaries as currently conducted. There exist no restrictions on the disclosure, use, license or transfer of
the Owned Intellectual Property Rights. The consummation of the transactions contemplated by this Agreement will not alter,
encumber, impair or extinguish any Owned Intellectual Property Rights or Licensed Intellectual Property Rights.

(b)    None of the Company or any of its Subsidiaries has given to any Person an indemnity in connection with any
Intellectual Property Right, other than indemnities (a) that, individually or in the aggregate, would not be reasonably expected to
result in liability to the Company in excess of $250,000 or (b) that arise under standard form sales contracts of the Company or its
Subsidiaries, copies of which are attached in Schedule 4.17(c) of the Company Disclosure Schedule.

(c)    None of the Company and any of its Subsidiaries has infringed, misappropriated or otherwise violated any
Intellectual Property Right of any Third Party. There is no claim, action, suit, investigation or proceeding pending against, or, to the
knowledge of the Company, in the last three (3) years, threatened against the Company, any Subsidiary of the Company, or, to the
knowledge of the Company, any present or former officer, director or employee of the Company or any Subsidiary of the Company
(i) based upon, or challenging or seeking to deny or restrict, the rights of the Company or any of its Subsidiaries in any of the
Owned Intellectual Property Rights and the Licensed Intellectual
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Property Rights, (ii) alleging that the use of the Owned Intellectual Property Rights or the Licensed Intellectual Property Rights or
any services provided, processes used or products manufactured, used, imported or sold by the Company or any of its Subsidiaries
do or may conflict with, misappropriate, infringe or otherwise violate any Intellectual Property Right of any third party or (iii)
alleging that the Company or any of its Subsidiaries has infringed, misappropriated or otherwise violated any Intellectual Property
Right of any third party. Except as set forth in Schedule 4.17(d) of the Company Disclosure Schedule, none of the Company or any
of its Subsidiaries has in the last three (3) years received from any third party a written offer to license any Intellectual Property
Rights of such third party.

(d)    None of the Owned Intellectual Property Rights or to the knowledge of the Company Licensed Intellectual Property
Rights material to the operation of the business of the Company and its Subsidiaries has been adjudged invalid or unenforceable in
whole or part, and, to the knowledge of the Company, all such Owned Intellectual Property Rights and Licensed Intellectual
Property Rights are valid and enforceable (to the extent such concepts are applicable and assuming registration when required for
enforcement).

(e)    The Company and its Subsidiaries hold all right, title and interest in and to all Owned Intellectual Property Rights
and all of the Company's and its Subsidiaries' licenses under the Licensed Intellectual Property Rights, free and clear of any
Company Lien, except for the restrictions and ownership in provisions set forth in the applicable license agreements. In each case
where a patent or patent application, trademark registration or trademark application, service mark registration or service mark
application, or copyright registration or copyright application included in the Owned Intellectual Property is held by assignment,
the assignment has been duly recorded with the Governmental Authority from which the patent or registration issued or before
which the application or application for registration is pending. The Company and its Subsidiaries have taken steps reasonable
under the circumstances to maintain and protect the Owned Intellectual Property Rights, including payment of applicable
maintenance fees and filing of applicable statements of use.

(f)    To the knowledge of the Company, no Person has infringed, misappropriated or otherwise violated any Owned
Intellectual Property Right or Licensed Intellectual Property Right. The Company and its Subsidiaries have taken reasonable steps
in accordance with normal industry practice to maintain the confidentiality of all confidential Intellectual Property Rights included
in the Owned Intellectual Property which the Company and its Subsidiaries have determined to maintain as a trade secret. None of
the Intellectual Property Rights of the Company or any of its Subsidiaries included in the Owned Intellectual Property which the
Company and its Subsidiaries have determined to maintain as a trade secret that are material to the business or operation of the
Company or any
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of its Subsidiaries and the value of which to the Company or any of its Subsidiaries is contingent upon maintaining the
confidentiality thereof, has been disclosed other than to (i) employees, representatives and agents of the Company or any of its
Subsidiaries all of whom are bound by written confidentiality agreements substantially in the form previously disclosed to Parent,
and (ii) third parties pursuant to non-disclosure agreements.

(g)    The Company and its Subsidiaries have taken reasonable steps in accordance with normal industry practice to
preserve and maintain reasonably complete notes and records relating to the Registered Intellectual Property Rights.

(h)    None of the registered trademarks, registered service marks, applications for trademarks and applications for service
marks included in the Owned Intellectual Property Rights that are material to the business or operation of the Company or any of
its Subsidiaries has been the subject of an opposition or cancellation procedure. None of the issued patents and patent applications
included in the Owned Intellectual Property Rights that are material to the business or operation of the Company or any of its
Subsidiaries has been the subject of an interference, protest, public use proceeding or third party reexamination request.

(i)    All Company products sold in the last three (3) years by the Company, any Subsidiary of the Company or any
licensee of the Company or any Subsidiary of the Company and covered by an issued patent included in the Owned Intellectual
Property Rights have been marked with a notice in accordance with 35 U.S.C. § 287.

Section 4.18.    Insurance Coverage. The Company has furnished to Parent a list of, and true and complete
copies of, all insurance policies and fidelity bonds relating to the assets, business, operations, employees, officers or
directors of the Company and its Subsidiaries. There is no claim by the Company or any of its Subsidiaries pending
under any of such policies or bonds as to which coverage has been questioned, denied or disputed by the underwriters
of such policies or bonds or in respect of which such underwriters have reserved their rights. All premiums payable
under all such policies and bonds have been timely paid and the Company and its Subsidiaries have otherwise complied
fully with the terms and conditions of all such policies and bonds. Such policies of insurance and bonds (or other
policies and bonds providing substantially similar insurance coverage) have been in effect since May 1, 2012 and
remain in full force and effect. Such policies and bonds are of the type and in amounts customarily carried by Persons
conducting business similar to those of the Company or any of its Subsidiaries. The Company does not know of any
threatened termination of, premium increase with respect to, or material alteration of coverage
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under, any of such policies or bonds. Except as disclosed in Schedule 4.18 of the Company Disclosure Schedule, the
Company and its Subsidiaries shall after the Closing continue to have coverage under such policies and bonds with
respect to events occurring prior to the Closing.

Section 4.19.    Licenses and Permits. Schedule 4.19 of the Company Disclosure Schedule correctly describes
each material license, franchise, permit, certificate, approval and other similar authorization affecting, or relating in any
way to, the assets or business of the Company or any of its Subsidiaries, except for Environmental Permits (the
“Permits”) together with the name of the Governmental Authority issuing such Permit. (c) The Permits are valid and in
full force and effect, (d) none of the Company or any of its Subsidiaries is in default under, and no condition exists that
with notice or lapse of time or both would constitute a default under, the Permits and (e) none of the Permits will be
terminated or impaired or become terminable, in whole or in part, as a result of the transactions contemplated hereby.
The Company and its Subsidiaries have made all material filings with Governmental Authorities and have received all
material Permits necessary to conduct and operate its business as currently conducted or operated by it and to permit
the Company or any of its Subsidiaries to own or use its assets in the manner in which such assets are currently owned
or used.

Section 4.20.    Inventories. The inventories set forth in the Company Balance Sheet were properly stated therein
at the lesser of cost or fair market value determined in accordance with GAAP consistently maintained and applied by
the Company. Since the Company Balance Sheet Date, the inventories of the Company and its Subsidiaries have been
maintained in the ordinary course of business. All such inventories are owned free and clear of all Liens other than
Permitted Liens. All of the inventories recorded on the Company Balance Sheet consists of, and all inventories of the
Company and its Subsidiaries on the Closing Date will consist of, items of a quality usable or saleable in the normal
course of business consistent with past practices and are and will be in quantities sufficient for the normal operation of
the business of the Company and its Subsidiaries in light of seasonal adjustments, market fluctuations and the
requirements of the Company's customers and in accordance with past practice.

Section 4.21.    Receivables. All accounts, notes receivable and other receivables (other than receivables
collected since the Company Balance Sheet Date) reflected on the Company Balance Sheet are, and all accounts and
notes receivable arising from or
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otherwise relating to the business of the Company and its Subsidiaries as of the Effective Time will be, valid, genuine
and fully collectible in the aggregate amount thereof, subject to normal and customary trade discounts, less any
reserves for doubtful accounts recorded on the Company Balance Sheet. All accounts, notes receivable and other
receivables arising out of or relating to such businesses of the Company and its Subsidiaries as of the Company
Balance Sheet Date have been included in the Company Balance Sheet.

Section 4.22.    Finders’ Fees. Except for Morgan Stanley & Co. LLC, a copy of whose engagement agreement
has been provided to Parent, there is no investment banker, broker, finder or other intermediary that has been retained
by or is authorized to act on behalf of the Company or any of its Subsidiaries who might be entitled to any fee or
commission from the Company or any of its Affiliates in connection with the transactions contemplated by this
Agreement.

Section 4.23.    Taxes.

(a)    All material Company Returns have been filed when due in accordance with all applicable laws. All Company
Returns that have been filed were true and complete in all material respects. All Taxes shown as due and payable on any Company
Return have been timely paid, or withheld and remitted, to the appropriate Taxing Authority.

(b)    The charges, accruals and reserves for Taxes with respect to the Company and its Subsidiaries reflected on the
Company Balance Sheet (excluding any provision for deferred income taxes reflecting either differences between the treatment of
items for accounting and income Tax purposes or carryforwards) are adequate to cover Tax liabilities accruing through the
Company Balance Sheet Date. Since the Company Balance Sheet Date, neither the Company nor any of its Subsidiaries has
engaged in any transaction, or taken any other action, other than in the ordinary course of business, that would materially affect the
amount of any Tax Asset or Tax liability of the Company or any of its Subsidiaries. Notwithstanding anything contained herein,
neither the Company nor any of its Subsidiaries is making any representation or warranty as to the amount of any Tax Assets of the
Company and its Subsidiaries available for use with respect to any taxable period beginning after the Closing Date.

(c)    All Company Returns filed through the Tax year ended December 31, 2006 have been examined and closed or are
Company Returns with respect to which the applicable period for assessment under applicable law, after giving effect to extensions
or waivers, has expired. Neither the Company nor any of its Subsidiaries has granted any extension or waiver of the statute of
limitations period applicable to any Company Return, which period (after giving effect to
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such extension or waiver) has not yet expired. There is no claim, audit, action, suit, proceeding or investigation now pending or
threatened in writing against or with respect to the Company or any of its Subsidiaries. No adjustment that would increase the Tax
liability, or reduce any Tax Asset, of the Company or any of its Subsidiaries has been proposed or made in writing by a Taxing
Authority during any audit of a Tax period which could reasonably be expected to be proposed or made in an audit of any
subsequent Tax period. There are no requests for rulings or determinations in respect of any Tax or Tax Asset pending between the
Company or any of its Subsidiaries and any Taxing Authority. During the two-year period ending on the date hereof, neither the
Company nor any of its Subsidiaries has made or changed any material Tax election, changed any annual Tax accounting period,
adopted or changed any material method of Tax accounting, filed any amended Company Return, entered into any closing
agreement, settled any Tax claim or assessment, or surrendered any right to claim a Tax refund, offset or other reduction in Tax
liability.

(d)    Schedule 4.23(d) of the Company Disclosure Schedule contains a list of all jurisdictions (whether foreign or
domestic) in which the Company or any of its Subsidiaries has been or will be required, based on current or prior facts and
circumstances, to file material Tax Returns relating to Pre-Closing Tax Periods beginning after December 31, 2006.

(e)    Neither the Company nor any of its Subsidiaries has been a member of an affiliated, consolidated, combined or
unitary group other than one of which the Company was the common parent, or made any election or participated in any
arrangement whereby any Tax liability or any Tax Asset of the Company or any of its Subsidiaries was determined or taken into
account for Tax purposes with reference to or in conjunction with any Tax liability or any Tax Asset of any other Person. Neither
the Company nor any of its Subsidiaries is, or has been, party to any Tax Sharing Agreement. No amount of the type described in
clause (ii) or (iii) of the definition of “Tax” is currently payable by the Company or any of its Subsidiaries, regardless of whether
such Tax is imposed on the Company or any of its Subsidiaries. Neither the Company nor any of its Subsidiaries has entered into
any agreement or arrangement with any Taxing Authority with regard to the Tax liability of the Company or any of its Subsidiaries
affecting any Tax period for which the applicable statute of limitations, after giving effect to extensions or waivers, has not expired.

(f)    Neither the Company nor any of its Subsidiaries is a direct or indirect beneficiary of a guarantee of Tax benefits or
any other arrangement that has the same economic effect (including an indemnity from a seller or lessee of property, or other
insurance) with respect to any transaction or Tax opinion. Neither the Company nor any of its Subsidiaries (x) is a party to any
understanding or arrangement described in Section 6662(d)(2)(C)(ii) of the Code, (y) has participated in a “reportable transaction”
within the meaning of Treasury
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Regulations Section 1.6011-4. During the two-year period ending on the date hereof, neither the Company nor any of its
Subsidiaries was a distributing corporation or a controlled corporation in a transaction intended to be governed by Section 355 of
the Code.

(g)    Neither the Company nor any of its Subsidiaries will be required to include any adjustment in taxable income for any
Post‑Closing Tax Period under Section 481(c) of the Code (or any similar provision of the Tax laws of any jurisdiction) as a result
of a change in method of accounting for a Pre‑Closing Tax Period. Neither the Company nor any of its Subsidiaries has an overall
foreign loss within the meaning of Section 904(f) of the Code. Neither the Company nor any of its Subsidiaries will be required to
include for a Post-Closing Tax Period taxable income attributable to income economically realized in a Pre-Closing Tax Period,
including as a result of any distributions in a Pre-Closing Tax Period from an entity that is fiscally transparent for Tax purposes, or
the use in a Pre-Closing Tax Period of the installment method or the look-back method (as defined in Section 460(b) of the Code).

(h)    Neither the Company nor any of its Subsidiaries owns an interest in real property in any jurisdiction in which a Tax
is imposed, or the value of the interest is reassessed, on the transfer of an interest in real property and which treats the transfer of an
interest in an entity that owns an interest in real property as a transfer of the interest in real property.

(i)    No election has been made under Treasury Regulations Section 301.7701-3 or any similar provision of Tax law to
treat the Company or any of its Subsidiaries as an association, corporation or partnership. Neither the Company nor any of its
Subsidiaries is disregarded as an entity for Tax purposes.

(j)    Schedule 4.23(j) of the Company Disclosure Schedule contains a list of each Tax Grant.  The Company and its
Subsidiaries have complied in all material respects with the conditions stipulated in each Tax Grant, no submissions made to any
Taxing Authority in connection with obtaining any Tax Grant contained any material misstatement or omission and the transactions
expressly contemplated by this Agreement will not adversely affect the eligibility of the Company or any of its Subsidiaries for any
Tax Grant.

(k)    Each of the Company and its Subsidiaries has (f) timely withheld or collected and timely paid all Taxes required to
have been withheld or collected and paid and (g) complied, in all material respects, with all information reporting and backup
withholding requirements.

Section 4.24.    Employees. Schedule 4.24 of the Company Disclosure Schedule forth a true and complete list of
(a) the names, titles, annual salaries, bonuses and other compensation of all employees of the Company and its
Subsidiaries and (b) the wage rates
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for non salaried employees of the Company and its Subsidiaries (by classification). None of the Key Employees have
indicated to the Company or any of its Subsidiaries that they intend to resign or retire as a result of or in connection
with the transactions contemplated by this Agreement.

Section 4.25.    Labor Matters. The Company and its Subsidiaries are in compliance in all material respects with
all Applicable Law respecting employment and employment practices, (including but not limited to those related to
wages and hours, employment discrimination, workplace safety and immigration).There are no actual, or to the
Knowledge of the Company and its Subsidiaries, threatened charges, claims or complaints against the Company or its
Subsidiaries relating to such laws, either by any private individual, employee representative or government agency.
Neither the Company nor any of its Subsidiaries is a party to or subject to, or is currently negotiating, any collective
bargaining agreement or other similar contract with a labor union or organization. There is no labor strike, work
stoppage, lockout or other labor dispute existing or, to the Company’s Knowledge, threatened against the Company or
any of its Subsidiaries. To the Company’s Knowledge, no union has attempted or threatened to organize or represent
the employees of the Company or any of its Subsidiaries in the twenty-four (24) months immediately prior to the date
hereof. The consent or consultation of, or the rendering of formal advice by, any labor or trade union, works council or
other employee representative body is not required for the Company to enter into this Agreement or to consummate any
of the transactions contemplated hereby.

Section 4.26.    Employee Benefit Plans. 16. Schedule 4.26(a) of the Company Disclosure Schedule contains a
correct and complete list of Employee Plans. Copies of each Employee Plan (and, if applicable, related trust or funding
agreements or insurance policies) and all amendments thereto and written interpretations thereof have been furnished to
Parent together with the most recent annual report (Form 5500 including, if applicable, Schedule B thereto) and tax
return (Form 990) prepared in connection with any such plan or trust.

(a)    Neither the Company nor any of its ERISA Affiliates (nor any predecessor of any such entity) sponsors, maintains,
administers or contributes to (or has any obligation to contribute to), or has in the past six years sponsored, maintained,
administered or contributed to (or had any obligation to contribute to), any plan subject to Title IV of ERISA, including any
Multiemployer Plan.

1



CONFIDENTIAL TREATMENT REQUESTED

(b)    Each Employee Plan that is intended to be qualified under Section 401(a) of the Code has received a favorable
determination letter, or has pending or has time remaining in which to file, an application for such determination from the Internal
Revenue Service, and the Company is not aware of any reason why any such determination letter should be revoked or not be
reissued. The Company has made available to Parent copies of the most recent Internal Revenue Service determination letters or
opinion letters with respect to each such Employee Plan. Each Employee Plan has been maintained in material compliance with its
terms and with the requirements prescribed by any and all statutes, orders, rules and regulations, including ERISA and the Code,
which are applicable to such Employee Plan. With respect to any Employee Plan covered by Subtitle B, Part 4 of Title I of ERISA
or Section 4975 of the Code, no non-exempt prohibited transaction has occurred that has caused or would reasonably be expected
to cause the Company or any of its Subsidiaries to incur any material liability under ERISA or the Code.

(c)    No Employee Plan is a “nonqualified deferred compensation plan” within the meaning of Section 409A or 457A of
the Code. Neither the Company nor any of its Subsidiaries has any obligation to gross-up, indemnify or otherwise reimburse any
current or former Service Provider for any tax incurred by such Service Provider, including under Section 409A, 457A or 4999 of
the Code.

(d)    The consummation of the transactions contemplated by this Agreement will not (either alone or together with any
other event) entitle any employee or independent contractor of the Company or any of its Subsidiaries to severance pay or
accelerate the time of payment or vesting or trigger any payment of funding (through a grantor trust or otherwise) of compensation
or benefits under, increase the amount payable or trigger any other material obligation pursuant to, any Employee Plan.

(e)    There is no contract, plan or arrangement (written or otherwise) covering any employee or former employee of the
Company or any of its Subsidiaries that, individually or collectively, would entitle any employee or former employee to any
severance or other payment solely as a result of the transactions contemplated hereby, or could give rise to the payment of any
amount that would not be deductible pursuant to the terms of Section 280G of the Code.

(f)    Neither the Company nor any of its Subsidiaries has any liability in respect of post-retirement health, medical or life
insurance benefits for retired, former or current employees of the Company or its Subsidiaries except as required to avoid excise tax
under Section 4980B of the Code.

(g)    There has been no amendment to, written interpretation or announcement (whether or not written) by the Company
or any of its Affiliates relating to, or change in employee participation or coverage under, an Employee
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Plan which would increase materially the expense of maintaining such Employee Plan above the level of the expense incurred in
respect thereof for the fiscal year ended December 31, 2011.

(h)    Neither the Company nor any of its Subsidiaries is a party to or subject to, or is currently negotiating in connection
with entering into, any collective bargaining agreement or other contract or understanding with a labor union or organization.

(i)    All contributions and payments accrued under each Employee Plan, determined in accordance with prior funding and
accrual practices, as adjusted to include proportional accruals for the period ending as of the date hereof, have been discharged and
paid on or prior to the date hereof except to the extent reflected as a liability on the Company Balance Sheet.

(j)    There is no action, suit, investigation, audit or proceeding pending against or involving or, to the knowledge of the
Company, threatened against or involving, any Employee Plan before any Governmental Authority.

(k)    Each International Plan (a) has been maintained in material compliance with its terms and Applicable Law, (b) if
intended to qualify for special tax treatment, meets all the requirements for such treatment, and (c) if required, to any extent, to be
funded, book-reserved or secured by an insurance policy, is fully funded, book-reserved or secured by an insurance policy, as
applicable, based on reasonable actuarial assumptions in accordance with applicable accounting principles. From and after the
Closing Date, Buyer and its Affiliates will receive the full benefit of any funds, accruals and reserves under the International Plans.

(l)    Neither the Company nor any of its Subsidiaries has engaged in any workforce reduction within the last 90 days
which, alone or when aggregated with any other workforce reduction before or after the date hereof, would trigger obligations
under the Worker Adjustment and Retraining Notification Act (the “WARN Act”), or any similar non U.S., state or local laws
regulating layoffs or employment terminations, with respect to its employees.

Section 4.27.    Environmental Matters. 17. Except as set forth on Schedule Section 4.27(a) of the Company
Disclosure Schedule, (a) no outstanding notice, notification, demand, request for information, citation, summons or
order has been received, no outstanding complaint has been filed, no outstanding penalty has been assessed and no
outstanding investigation, action, claim, suit, proceeding or review is pending or, to the knowledge of the Company,
threatened by any Governmental Authority or other Person with respect to any matters relating to the Company or any
of its Subsidiaries and relating to or arising out of any Environmental Law
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that could reasonably be expected to have a Material Adverse Effect on the Company.

(i)    To the knowledge of the Company, there are no material liabilities of or relating to the Company or any of
its Subsidiaries of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise,
arising under or relating to any Environmental Law, and there are no facts, conditions, situations or set of circumstances
which could reasonably be expected to result in or be the basis for any such material liability.

(ii)    To the knowledge of the Company and except as would not reasonably be expected to have a Material
Adverse Effect on the Company, no polychlorinated biphenyls, radioactive material, lead, asbestos-containing material,
incinerator, sump, surface impoundment, lagoon, landfill, septic, wastewater treatment or other disposal system or
underground storage tank (active or inactive) is or has been present at, on or under any property now or previously owned,
leased or operated by the Company or any of its Subsidiaries.

(iii)    No Hazardous Substance has been discharged, disposed of, dumped, injected, pumped, deposited, spilled,
leaked, emitted or released at, on or under any property now or previously owned, leased or operated by the Company or
any of its Subsidiaries that could reasonably be expected to have a Material Adverse Effect on the Company.

(iv)    To the knowledge of the Company, no property now or previously owned, leased or operated by the
Company or any of its Subsidiaries or any property to which the Company or any of its Subsidiaries has, directly or
indirectly, transported or arranged for the transportation of any Hazardous Substances is listed or, to the Company’s
knowledge, proposed for listing, on the National Priorities List promulgated pursuant to CERCLA, on CERCLIS (as
defined in CERCLA) or on any similar federal, state or foreign list of sites requiring investigation or clean-up.

(v)    The Company and its Subsidiaries are in material compliance with all Environmental Laws and have
obtained and are in material compliance with all Environmental Permits required for the ownership or operation of their
respective businesses; such Environmental Permits are valid and in full force and effect and will not be terminated or
impaired or become terminable, in whole or in part, as a result of the transactions contemplated hereby, and all material
Environmental Permits are listed in Schedule Section 4.27(a)(vi) of the Company Disclosure Schedule.
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(b)    There has been no material environmental investigation, study, audit, test, review or other analysis conducted of
which the Company has knowledge in relation to the current or prior business of the Company or any of its Subsidiaries or any
property or facility now or previously owned, leased or operated by the Company or any of its Subsidiaries that is in the possession,
custody or reasonable control of the Company which has not been delivered to Parent prior to the date hereof.

(c)    Except as set forth on Schedule Section 4.27(c) of the Company Disclosure Schedule, neither the Company nor any
of its Subsidiaries owns, leases or operates or to the Company’s knowledge has owned, leased or operated any property or has
conducted any operations in New Jersey or Connecticut.

(d)    For purposes of this Section 4.27, the terms “Company” and “Subsidiary” shall include any entity which is, in
whole or in part, a predecessor of the Company or any of its Subsidiaries.

Section 4.28.    Change of Control Payments. Schedule 4.28 of the Company Disclosure Schedule sets forth (b)
each plan or agreement of the Company or any of its Subsidiaries pursuant to which there shall be any Change of
Control Payments, and (c) a summary of the nature and amounts that may become payable pursuant to each such plan
or agreement.

Section 4.29.    Bank Accounts; Letters of Credit; Powers of Attorney. Schedule 4.29 of the Company Disclosure
Schedule lists (a) all bank accounts, lock boxes and safe deposit boxes relating to the business and operations of the
Company and its Subsidiaries (including the name of the bank or other institution where such account or box is located
and the name of each authorized signatory thereto), (b) all outstanding letters of credit issued by financial institutions
for the account of the Company and its Subsidiaries, and (c) the name and address of each person who has a power of
attorney to act on behalf of the Company and its Subsidiaries. The Company has heretofore delivered to Parent true,
correct and complete copies of each letter of credit and each power of attorney described in Schedule 4.29 of the
Disclosure Schedule.

Section 4.30.    Customers; Suppliers. 18. Schedule 4.30(a) of the Company Disclosure Schedule sets forth the
names of the 10 most significant customers (by dollar amount of revenue) of the Company and its Subsidiaries for each
of the years ended December 31, 2011, 2010 and 2009 and for the six months ended June 30, 2012, and the dollar
amount of revenue for each such customer during such periods. The Company has received no notice and has no
knowledge that any such customer has ceased, or is reasonably likely to cease, to
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purchase or license the products of the Company, or has substantially reduced, or intends to substantially reduce, the
purchase or license of such products from the Company.

(a)    Schedule 4.30(b) of the Company Disclosure Schedule sets forth the names of (a) the 10 most significant suppliers
(by dollar amount of purchases) of the Company and its Subsidiaries for each of the years ended December 31, 2011, 2010 and
2009 and for the six months ended June 30, 2012, and (b) any sole-source suppliers that are material to the business of the
Company as presently conducted, in each case specifying the dollar amount of the purchases by the Company and its Subsidiaries
from each such supplier for such periods. The Company has received no notice and has no knowledge that any such supplier has
threatened, or is reasonably likely to, (1) terminate or modify in a manner adverse to the Company its relationship with the
Company, (2) reduce the amount of goods or services that it is willing to supply to the Company or (3) increase the price of any
good or service that it has previously supplied or that it expects to supply to the Company.

Section 4.31.    Books and Records. The books of account and other financial records of the Company have been
maintained in accordance with sound business practices, including the maintenance of an adequate system of internal
controls. The minute books of the Company and its Subsidiaries made available to Parent contain complete and
accurate records of all actions taken, and summaries of all meetings held, by the Stockholders, the Company and any
committees of the Company Board and the stockholders, board of directors and committees of any Subsidiaries of the
Company since inception until the date hereof. At the Effective Time, all of those books and records will be in the
possession of the Company. The Company has previously made available all of these books, records and accounts to
Parent.

Section 4.32.    No Other Representations or Warranties. The representations and warranties contained in
Article 4 or in the certificate delivered by the Company pursuant to Section 9.02(d) hereof (the “Company Officers’
Certificate”) are the only representations and warranties made by the Company. The Company and each of its
Subsidiaries disclaim any and all other representations and warranties other than those contained in this Article 4 or in
the Company Officers’ Certificate or delivered pursuant hereto or in connection herewith, whether express or implied.

ARTICLE 5     

REPRESENTATIONS AND WARRANTIES OF PARENT
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Subject to Section 13.11, except as disclosed in any Parent SEC Document filed after December 31, 2011 and before the
date of this Agreement or as set forth in the Parent Disclosure Schedule, Parent represents and warrants to the Company as of the
date hereof and as of the Closing Date that:

Section 5.01.    Corporate Existence and Power. Each of Parent and Merger Subsidiary is a corporation duly
incorporated, validly existing and in good standing under the laws of the State of Delaware of incorporation and has all
corporate powers and all governmental licenses, authorizations, permits, consents and approvals required to carry on its
business as now conducted, except for those licenses, authorizations, permits, consents and approvals the absence of
which would not have, individually or in the aggregate, a Material Adverse Effect on Parent. Parent has heretofore
made available to the Company true and complete copies of the certificate of incorporation and bylaws of Parent and
Merger Subsidiary as currently in effect. Since the date of its incorporation, Merger Subsidiary has not engaged in any
activities other than in connection with or as contemplated by this Agreement.

Section 5.02.    Corporate Authorization. The execution, delivery and performance by Parent and Merger
Subsidiary of this Agreement and the consummation by Parent and Merger Subsidiary of the transactions contemplated
hereby are within the corporate powers of Parent and Merger Subsidiary and have been duly authorized by all
necessary corporate action on the part of Parent and Merger Subsidiary, respectively. This Agreement constitutes a
valid and binding agreement of Parent and Merger Subsidiary, enforceable against Parent and Merger Subsidiary in
accordance with its terms (subject to applicable bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium
and other laws affecting creditors’ rights generally and general principles of equity).

Section 5.03.    Governmental Authorization. The execution, delivery and performance by Parent and Merger
Subsidiary of this Agreement and the consummation by Parent and Merger Subsidiary of the transactions contemplated
hereby require no action by or in respect of, or material filing with, any Governmental Authority other than (c) the
filing of a certificate of merger with respect to the Merger with the Delaware Secretary of State and appropriate
documents with the relevant authorities of other states in which Parent is qualified to do business, (d) compliance with
any applicable requirements of the HSR Act and of laws analogous to the HSR Act existing in foreign jurisdictions, (e)
compliance with any applicable requirements of the 1933 Act (including the obtainment of the CSL Permit), the 1934
Act, and any other applicable state or
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federal securities laws, and (f) any actions or filings the absence of which would not reasonably be expected to have,
individually or in the aggregate, have a Material Adverse Effect on Parent.

Section 5.04.    Non-contravention. The execution, delivery and performance by Parent and Merger Subsidiary
of this Agreement and the consummation by Parent and Merger Subsidiary of the transactions contemplated hereby do
not and will not (g) contravene, conflict with, or result in any violation or breach of any provision of the certificate of
incorporation or bylaws of Parent or Merger Subsidiary, (h) assuming compliance with the matters referred to in
Section 5.03, contravene, conflict with or result in a violation or breach of any provision of any Applicable Law, (i)
assuming compliance with the matters referred to in Section 5.03, require any consent or other action by any Person
under, constitute a default, or an event that, with or without notice or lapse of time or both, would constitute a default,
under, or cause or permit the termination, cancellation, acceleration or other change of any right or obligation or the
loss of any benefit to which Parent or any of its Subsidiaries is entitled under any provision of any agreement or other
instrument binding upon Parent or any of its Subsidiaries or any license, franchise, permit, certificate, approval or other
similar authorization affecting, or relating in any way to, the assets or business of Parent and its Subsidiaries or (j)
result in the creation or imposition of any Lien on any asset of Parent or any of its Subsidiaries, with only such
exceptions, in the case of each of clauses (ii) through (iv), as would not reasonably be expected to have, individually or
in the aggregate, a Material Adverse Effect on Parent.

Section 5.05.    Capitalization. 19. The authorized capital stock of Parent consists of 250,000,000 shares of
Parent Common Stock and 10,000,000 shares of Parent Preferred Stock. As of August 23, 2012, there are outstanding
50,231,954 shares of Parent Common Stock (of which 12,522,264 shares are outstanding pursuant to option exercises
under the Parent Equity Plans) and no shares outstanding of Parent Preferred Stock. As of August 23, 2012, 13,499,086
shares of Parent Common Stock are authorized but unissued pursuant to the Parent Equity Plans, 4,366,627 shares are
subject to outstanding unexercised options as of the date hereof, 2,103,617 shares are issuable upon settlement of
outstanding restricted stock units, 7,303,957 shares remain available for future grant as of the date hereof, and
4,000,000 shares are reserved for issuance pursuant to the Parent ESPP. All outstanding shares of capital stock of
Parent have been, and all shares that may be issued pursuant to outstanding equity awards under the Parent Equity
Plans or the Parent ESPP will be,
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when issued in accordance with the respective terms thereof, (a) duly authorized and validly issued and fully paid and
nonassessable and free of preemptive rights and (b) offered, sold, issued and delivered by Parent in all material respects
in compliance with all Applicable Laws.

Section 5.06.    Subsidiaries. 20. Each Subsidiary of Parent has been duly organized, is validly existing and
(where applicable) in good standing under the laws of its jurisdiction of organization, has all organizational powers and
all governmental licenses, authorizations, permits, consents and approvals required to carry on its business as now
conducted, except for those licenses, authorizations, permits, consents and approvals the absence of which would not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on Parent. Each such
Subsidiary is duly qualified to do business as a foreign entity and is in good standing in each jurisdiction where such
qualification is necessary, except for those jurisdictions where failure to be so qualified would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect on Parent. All material Subsidiaries of
Parent and their respective jurisdictions of organization are identified in Parent’s Annual Report on 10-K for the year
ended December 31, 2011.

(g)    All of the outstanding capital stock of or other voting securities of, or ownership interests in, each Subsidiary of
Parent, is owned by Parent, directly or indirectly, free and clear of any Lien and free of any other limitation or restriction (including
any restriction on the right to vote, sell or otherwise dispose of such capital stock or other voting securities or ownership interests).
There are no issued, reserved for issuance or outstanding (a) securities of Parent or any of its Subsidiaries convertible into, or
exchangeable for, shares of capital stock or other voting securities of, or ownership interests in, any Subsidiary of Parent, (b)
warrants, calls, options or other rights to acquire from Parent or any of its Subsidiaries, or other obligations of Parent or any of its
Subsidiaries to issue, any capital stock or other voting securities of, or ownership interests in, or any securities convertible into, or
exchangeable for, any capital stock or other voting securities of, or ownership interests in, any Subsidiary of Parent or (c) restricted
shares, stock appreciation rights, performance units, contingent value rights, “phantom” stock or similar securities or rights that are
derivative of, or provide economic benefits based, directly or indirectly, on the value or price of, any capital stock or other voting
securities of, or ownership interests in, any Subsidiary of Parent (the items in clauses (i) through (iii) being referred to collectively
as the “Parent Subsidiary Securities”). There are no outstanding obligations of Parent or any of its Subsidiaries to repurchase,
redeem or otherwise acquire any of the Parent Subsidiary Securities.
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Section 5.07.    SEC Documents. 21. Parent has filed with or furnished to the SEC all reports, schedules, forms,
statements, prospectuses, registration statements and other documents required to be filed or furnished by Parent since
January 1, 2011 (collectively, together with any exhibits and schedules thereto and other information incorporated
therein, the “Parent SEC Documents”).

(g)    As of its filing date (and as of the date of any amendment), each Parent SEC Document complied, and each Parent
SEC Document filed subsequent to the date hereof will comply, as to form in all material respects with the applicable requirements
of the 1933 Act and 1934 Act, as the case may be.

(h)    As of its filing date, each Parent SEC Document filed pursuant to the 1934 Act did not, and each Parent SEC
Document filed subsequent to the date hereof will not, contain any untrue statement of a material fact or omit to state any material
fact required to be stated therein or necessary to make the statements therein, in light of the circumstances under which they were
made, not misleading.

(i)    Each Parent SEC Document that is a registration statement, as amended or supplemented, if applicable, filed pursuant
to the 1933 Act, as of the date such registration statement or amendment became effective, did not contain any untrue statement of
a material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein not
misleading.

(j)    Notwithstanding anything to the contrary, with respect to the Registration Statement contemplated under Section
8.02, the representations and warranties contained in this Section 5.07 shall not apply to any statements or omissions, failure to
comply as to form or any other breach of the representations and warranties contained in this Section 5.07 based upon information
furnished to Parent in writing by the Company specifically for use in such Registration Statement.

Section 5.08.    Financial Statements. The audited consolidated financial statements and unaudited consolidated
interim financial statements of Parent included or incorporated by reference in the Parent SEC Filings fairly present in
all material respects, in conformity with GAAP applied on a consistent basis (except as may be indicated in the notes
thereto), the consolidated financial position of Parent and its consolidated Subsidiaries as of the dates thereof and their
consolidated results of operations and cash flows for the periods then ended (subject to normal year‑end audit
adjustments in the case of any unaudited interim financial statements).

Section 5.09.    Litigation. There is no action, suit, investigation or proceeding (or any basis therefor) pending
against,
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or, to the knowledge of Parent, threatened against or affecting, Parent, any of its Subsidiaries, any present or former
officer, director or employee of Parent or any of its Subsidiaries or any Person for whom Parent or any of its
Subsidiaries may be liable or any of their respective properties before (or, in the case of threatened actions, suits,
investigations or proceedings, would be before) or by any Governmental Authority or arbitrator, that, if determined or
resolved adversely in accordance with the plaintiff’s demands, would reasonably be expected to have, individually or in
the aggregate, a Material Adverse Effect on Parent, and that are not disclosed in the Parent SEC Filings.

Section 5.10.    Finders’ Fees. Except for Needham and Company, whose fees will be paid by Parent, there is no
investment banker, broker, finder or other intermediary that has been retained by or is authorized to act on behalf of
Parent or any of its Subsidiaries who might be entitled to any fee or commission from the Company or any of its
Affiliates in connection with the transactions contemplated by this Agreement.

Section 5.11.    Sufficient Funds. Parent has, and will have throughout the period beginning as of the date of this
Agreement and ending on the Closing Date, sufficient cash necessary to consummate the Merger, to pay the Aggregate
Cash Consideration in full and to otherwise perform its obligations hereunder.

ARTICLE 6     

COVENANTS OF THE COMPANY

Section 6.01.    Conduct of the Company. From the date hereof until the Effective Time, the Company shall, and
shall cause each of its Subsidiaries to, conduct its business in the ordinary course consistent with past practice and use
its reasonable best efforts to (i) preserve intact its present business organization, (ii) maintain in effect all of its foreign,
federal, state and local licenses, permits, consents, franchises, approvals and authorizations, (iii) keep available the
services of its directors, officers and key employees and (iv) maintain satisfactory relationships with its customers,
lenders, suppliers and others having material business relationships with it. Without limiting the generality of the
foregoing, (a) except as expressly contemplated by this Agreement or set forth in Schedule 6.01 of the Company
Disclosure Schedule, (b) as expressly contemplated or permitted by any other provision of this Agreement, (c) with the
prior written consent of Parent, it being understood that Parent will
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consider in good faith any requests reasonably made by the Company, or (d) as required by Applicable Law, the
Company shall not, nor shall it permit any of its Subsidiaries to:

(c)    amend the Company Certificate of Incorporation, the bylaws of the Company or other similar organizational
documents (whether by merger, consolidation or otherwise);

(d)     (i) split, combine or reclassify any shares of its capital stock, (ii) declare, set aside or pay any dividend or other
distribution (whether in cash, stock or property or any combination thereof) in respect of its capital stock or (ii) redeem, repurchase
or otherwise acquire or offer to redeem, repurchase, or otherwise acquire any Company Securities or any Company Subsidiary
Securities;

(e)    (i) issue, deliver or sell, or authorize the issuance, delivery or sale of, any shares of any Company Securities or
Company Subsidiary Securities, other than the issuance of (1) any shares of the Company Stock upon the exercise of Company
Stock Options that are outstanding on the date of this Agreement and the Company Warrants in accordance with the terms of those
options and warrants on the date of this Agreement and (2) any Company Subsidiary Securities to the Company or any other
Subsidiary of the Company or (ii) amend any term of any Company Security or any Company Subsidiary Security (in each case,
whether by merger, consolidation or otherwise);

(f)    incur any capital expenditures or any obligations or liabilities in respect thereof, except for (b) those contemplated by
the capital expenditure budget that has been made available to Parent prior to the date of this Agreement and (c) any unbudgeted
capital expenditures not to exceed $50,000 individually or $100,000 in the aggregate;

(g)    acquire (by merger, consolidation, acquisition of stock or assets or otherwise), directly or indirectly, any assets,
securities, properties, interests or businesses, other than supplies in the ordinary course of business of the Company and its
Subsidiaries in a manner that is consistent with past practice;

(h)    ship products to customers except in the ordinary course of business in response to bona fide purchase orders;

(i)    offer discounts to accelerate the collection of accounts receivable, or take other actions to accelerate the collection of
accounts receivable, other than in the ordinary course of business consistent with past practice;

(j)    fail to pay accounts payable when due or to delay the payment of accounts payable in a manner inconsistent with
prior practice;
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(k)    sell, lease or otherwise transfer, or create or incur any Lien on, any of the Company's or its Subsidiaries' assets,
securities, properties, interests or businesses, other than sales in the ordinary course of business and sales of assets, securities,
properties, interests or businesses with a sale price (including any related assumed indebtedness) that does not exceed $100,000
individually or $250,000 in the aggregate;

(l)    other than in connection with actions permitted by Section 6.01(d) or Section 6.01(e) make any loans, advances or
capital contributions to, or investments in, any other Person, other than in the ordinary course of business consistent with past
practice;

(m)    other than pursuant to the terms of the U.S. Bank Agreements, create, incur, assume, suffer to exist or otherwise be
liable with respect to any indebtedness for borrowed money or guarantees thereof having an aggregate principal amount (together
with all other indebtedness for borrowed money of the Company and its Subsidiaries) outstanding at any time greater than
$250,000;

(n)    enter into, amend or modify in any material respect or terminate any Material Contract or otherwise waive, release or
assign any material rights, claims or benefits of the Company or any of its Subsidiaries other than in the ordinary course of business
consistent with past practice;

(o)    hire new employees, other than with respect to currently open requisitions reflected on Schedule Section 6.01(m) of
the Company Disclosure Schedule;

(p)    (d) with respect to any director, officer or employee of the Company or any of its Subsidiaries whose annual
compensation exceeds $200,000, (1) grant or increase any severance or termination pay to (or amend any existing severance pay or
termination arrangement) or (2) enter into any employment, deferred compensation or other similar agreement (or amend any such
existing agreement), (e) increase benefits payable under any existing severance or termination pay policies, (f) establish, adopt or
amend (except as required by Applicable Law) any collective bargaining, bonus, profit-sharing, thrift, pension, retirement, deferred
compensation, stock option, restricted stock or other benefit plan or arrangement or (g) increase compensation, bonus or other
benefits payable to any employee of the Company or any of its Subsidiaries, except, with respect to any director, officer or
employee of the Company or any of its Subsidiaries whose annual compensation does not exceed $200,000, for increases in the
ordinary course of business consistent with past practice;

(q)    change the Company’s methods of accounting, except as required by concurrent changes in GAAP, as agreed to by
its independent public accountants;
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(r)    make or change any material Tax election, change any annual Tax accounting period, adopt or change any material
method of Tax accounting, file any amended Company Return, enter into any closing agreement, settle any Tax claim or
assessment, or surrender any right to claim a Tax refund, offset or other reduction in Tax liability;

(s)    settle, or offer or propose to settle, (h) any material litigation, investigation, arbitration, proceeding or other claim
involving or against the Company or any of its Subsidiaries, (i) any stockholder litigation or dispute against the Company or any of
its officers or directors or (j) any litigation, arbitration, proceeding or dispute that relates to the transactions contemplated hereby;

(t)    agree, resolve or commit to do any of the foregoing.

Section 6.02.    Stockholder Approval; Information Statement. 22. As soon as reasonably practicable following
the time (a) the Commissioner grants the CSL Permit, (b) the Registration Statement is declared effective by the SEC
or (c) Parent elects to pay the Aggregate Stock Value in cash in lieu of issuing the Stock Consideration pursuant to
Section 8.02(b) the Company shall use commercially reasonable efforts to obtain the Company Stockholder Approval,
either at a meeting of the Stockholders or pursuant to a written stockholder consent. In connection with such meeting of
Stockholders or written stockholder consent, the Company shall submit to the Stockholders the Notice Materials and
the Soliciting Materials, which shall (i) include a solicitation of the approval of the holders of the Company Common
Stock and Company Preferred Stock of this Agreement and the transactions contemplated hereby, including the
Merger, (ii) specify that adoption of this Agreement shall constitute approval by the Stockholders of the appointment of
Fortis Advisors LLC as Equityholder Representative, under and as defined in this Agreement, (iii) include a summary
of the Merger and this Agreement, (iv) include all of the information required by applicable securities laws and
Delaware Law and (v) include a statement that appraisal rights are available for the Company Stock pursuant to
Section 262 of Delaware Law and a copy of such Section 262. Any materials to be submitted to the Stockholders in
connection with the solicitation of their approval of the Merger and this Agreement (the “Soliciting Materials”) shall
include the unanimous recommendation of the Company Board in favor of the Merger and this Agreement and the
transactions contemplated hereby, and the determination of the Company Board that the terms and conditions of the
Merger are fair to, and in the best interests of, the Stockholders.
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(c)    If the Company shall seek to obtain the Company Stockholder Approval by way of a meeting of the Stockholders,
the Company shall consult with Parent regarding the date of such meeting to approve this Agreement and the Merger (the
“Company Stockholders’ Meeting”) and shall not postpone or adjourn (other than for absence of a quorum or to the extent
necessary to ensure that any necessary supplement or amendment to the Soliciting Materials is provided to its Stockholders in
advance of the Company Stockholders’ Meeting) the Company Stockholders’ Meeting without the consent of Parent. In the event
the Company shall seek to obtain the Company Stockholder Approval by written consent, immediately upon receipt of written
consents of its Stockholders holding a sufficient number of shares of the Company Common Stock and Company Preferred Stock
to constitute the Company Stockholder Approval, the Company shall, within five (5) Business Days thereof, deliver notice of the
approval of the Merger by written stockholder consent, pursuant to the applicable provisions of Delaware Law (the “Stockholder
Notice”), to all Stockholders that did not execute such written consent informing them that this Agreement and the Merger were
adopted and approved by the stockholders of the Company and that appraisal rights are available for their Company Stock pursuant
to Section 262 of Delaware Law (which notice shall include a copy of such Section 262), and shall promptly inform Parent of the
date on which the Stockholder Notice was sent.

(d)    All materials submitted to Stockholders in accordance with this Section 6.02 shall be subject to Parent’s advance
review and reasonable approval.

Section 6.03.    Access To Information. From the date hereof until the Effective Time and subject to Applicable
Law and the Confidentiality Agreement, the Company will, and will cause its Subsidiaries to, upon receipt of
reasonable notice, (d) provide Parent and its Representatives reasonable and prompt access during normal business
hours to (1) all of the properties, facilities, books, agreements, records, customers, suppliers and Employees of the
Company and its Subsidiaries, and (2) all other information concerning the business, finances, properties, products,
services, ongoing disputes, litigation, technology and personnel of the Company and its Subsidiaries as Parent may
reasonably request, provided that the Company reserves the right to withhold any information or access rights set forth
in clauses (A) and (B) above if the Company determines in good faith based on the advice of counsel that access to
such information or Persons could reasonably be expected to violate Applicable Law or adversely affect the attorney-
client privilege between the Company and its counsel, and (ii) instruct its Representatives to cooperate with Parent in
its investigation of the Company and its Subsidiaries. Subject to Applicable Law and the Confidentiality Agreement,
the Company will, and will cause its Subsidiaries to, provide Parent and its Representatives copies of its
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internal financial statements promptly upon request and use commercially reasonable efforts to cause KPMG LLP to
furnish its work papers in respect of the Company and its Subsidiaries. Any investigation pursuant to this Section 6.03
shall be conducted in such manner as not to interfere unreasonably with the conduct of the business of the Company
and its Subsidiaries. No information or knowledge obtained in any investigation pursuant to this Section 6.03 or
otherwise shall affect or be deemed to modify or qualify any representation or warranty of the Company or the
conditions to the obligations of the parties to consummate the Merger.

Section 6.04.    No Solicitation; Other Offers. 23. Neither the Company nor any of its Subsidiaries shall, nor
shall the Company or any of its Subsidiaries authorize or permit any of its or their Representatives to, directly or
indirectly, (a) solicit, initiate or take any action to facilitate or encourage the submission of any Acquisition Proposal,
(b) enter into or participate in any discussions or negotiations with, furnish any information relating to the Company or
any of its Subsidiaries or afford access to the business, properties, assets, books or records of the Company or any of its
Subsidiaries to, otherwise cooperate in any way with, or knowingly assist, participate in, facilitate or encourage any
effort by any Third Party that is seeking to make, or has made, an Acquisition Proposal, (c) grant any waiver or release
under any standstill or similar agreement with respect to any class of equity securities of the Company or any of its
Subsidiaries, (d) approve any transaction under, or any Person becoming an “interested stockholder” under, Section 203
of Delaware Law or (e) enter into any agreement in principle, letter of intent, term sheet, merger agreement, acquisition
agreement, option agreement or other similar instrument relating to an Acquisition Proposal. It is agreed that any
violation of the restrictions on the Company set forth in this Section 6.04 by any Representative of the Company or any
of its Subsidiaries shall be a breach of this Section by the Company.

(e)    The Company shall, and shall cause its Subsidiaries and its and their Representatives to, cease immediately and
cause to be terminated any and all existing activities, discussions or negotiations, if any, with any Third Party and its
Representatives conducted prior to the date hereof with respect to any Acquisition Proposal. The Company shall promptly request
that each Third Party, if any, that has executed a confidentiality agreement within the 24-month period prior to the date hereof in
connection with its consideration of any Acquisition Proposal return or destroy all confidential information heretofore furnished to
such Person by or on behalf of the Company or any of its Subsidiaries (and all analyses and other materials prepared by or on
behalf of such Person that contains, reflects or analyzes that information), and the Company shall provide to Parent all
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certifications of such return or destruction from such other Persons as promptly as practicable after receipt thereof. The Company
shall use its reasonable best efforts to secure all such certifications as promptly as practicable. If any such Person fails to provide
any required certification within the time period allotted in the relevant confidentiality agreement (or if no such period is specified,
then within a reasonable time period after the date hereof), then the Company shall take all actions that may be reasonably
necessary to secure its rights and ensure the performance of such other party’s obligations thereunder as promptly as practicable.

Section 6.05.    Termination of 401(k) Plans. Effective immediately prior to the Closing, unless otherwise
directed in writing by Parent at least five Business Days prior to the Effective Time, the Company shall terminate any
and all Employee Plans intended to qualify as a qualified cash or deferred arrangement under Section 401(k) of the
Code, effective no later than the day immediately preceding the Effective Time. The Company shall provide Parent
evidence of such termination, including without limitation resolutions adopted by the Company Board. The form and
substance of such resolutions shall be subject to the reasonable advance approval of Parent. The Company shall use its
commercially reasonable efforts to take such other actions in furtherance of terminating any such 401(k) plans as
Parent may reasonably request. Prior to such termination, the Company will make (or cause to be made) all necessary
payments to fund the contributions (f) necessary or required to maintain the tax-qualified status of any such 401(k)
plan, (g) for elective deferrals made pursuant to any such 401(k) plan for the period prior to termination, and (iii) for
employer matching contributions (if any) for the period prior to termination.

Section 6.06.    Resignation of Officers and Directors. The Company shall obtain the resignations, in form
reasonably satisfactory to Parent, (h) of all of the corporate officers and directors of the Company effective as of the
Effective Time, and (i) of the corporate officers and directors of each of the Company’s Subsidiaries organized in any
state in the United States and each of the Company’s other Subsidiaries as Parent designates in writing, effective as of
the date such resignation is accepted by Parent. For the avoidance of doubt, each such resignation shall be solely in
respect of any such corporate officer’s or director’s capacity as such and not in his or her capacity as an employee of
the Company or any of its Subsidiaries, or for any other purpose.

Section 6.07.    Section 280G Approvals. If the Company is obligated to make any payments, or is a party to any
agreement that under certain circumstances could obligate it to make any payments,
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that will not be deductible under Section 280G of the Code if the stockholder approval requirements of Section
280G(b)(5)(B) of the Code are not satisfied (“Section 280G Payments”), then the Company shall solicit such
stockholder approval in conformance with Section 280G (the “Section 280G Stockholder Approval”) as promptly as
is practicable after the date hereof and in any event prior to the Closing Date. Prior to the Closing, the Company shall
deliver to Parent evidence satisfactory to Parent that (A) the Section 280G Stockholder Approval has been obtained, or
(B) the Section 280G Stockholder Approval was not obtained and as a consequence, that such payments and/or benefits
shall not be made or provided to the extent they would cause any amounts to constitute Section 280G Payments,
pursuant to the waivers of those payments and/or benefits, which were executed by the affected individuals prior to the
stockholder vote.

Section 6.08.    Payout Letters; Release of Liens. 24. At or prior to the Closing, the Company shall pay, or cause
to be paid, all amounts due, including interest, under the U.S. Bank Agreements and the Bank of China Credit
Agreement, shall cause the termination of each of the credit facilities provided for thereunder and shall obtain payouts
letter executed by each such lender, effective as of such payment and in form satisfactory to Parent (the “Payout
Letters”) and related terminations of all Liens arising thereunder on the assets of the Company and its Subsidiaries,
including any appropriate UCC filing (collectively, the “Lien Terminations”).

(d)    Prior to the Closing, the Company shall use commercially reasonable efforts to obtain the Payout Letters and the
Lien Terminations at the Effective Time.

Section 6.09.    Exercise of Call Options. At or prior to the Closing, the Company shall have acquired and paid
for all remaining outstanding shares in Microprobe HongKong Limited in accordance with Applicable Law, and such
shares, as of such time, shall be fully paid and nonassessable and free of preemptive rights. The aggregate amount
required to be paid in connection with acquisition of all such shares is referred to herein as the “China Purchase
Expenses.”

Section 6.10.    Dissolution of U.S. Microscope. Prior to the Closing, the Company shall have caused the
dissolution of The U.S. Microscope Co., Inc. (“US Microscope”), a Nevada corporation and a subsidiary of the
Company, with no liability (a) of US Microscope or (b) resulting from the dissolution of US Microscope surviving as a
liability of the Company or any of its Subsidiaries as of the Closing.
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ARTICLE 7     

COVENANTS OF PARENT

Parent agrees that:

Section 7.01.    Obligations of Merger Subsidiary. Parent shall take all action necessary to cause Merger
Subsidiary to perform its obligations under this Agreement and to consummate the Merger on the terms and conditions
set forth in this Agreement.

Section 7.02.    Director and Officer Liability. Parent shall and shall cause the Surviving Corporation, and the
Surviving Corporation hereby agrees, to do the following:

(d)    For six years after the Effective Time, the Parent shall and shall cause Surviving Corporation to indemnify and hold
harmless the present and former officers and directors of the Company (each an "Company Indemnified Person") in respect of
acts or omissions occurring at or prior to the Effective Time to the fullest extent permitted by Delaware Law or any other
Applicable Law or provided under the Company Certificate of Incorporation, bylaws of the Company, or any indemnification
agreement in effect on the date hereof.

(e)    For six years after the Effective Time, Parent shall cause to be maintained in effect provisions in the Surviving
Corporation's certificate of incorporation and bylaws (or in such documents of any successor to the business of the Surviving
Corporation) regarding elimination of liability of directors, indemnification of officers, directors and employees and advancement
of expenses that are no less advantageous to the intended beneficiaries (including former directors and officers) than the
corresponding provisions in existence on the date of this Agreement.

(f)    Prior to the Effective Time, the Company shall or, if the Company is unable to, Parent shall cause the Surviving
Corporation as of the Effective Time to, obtain and fully pay the premium for the non-cancellable extension of the directors’ and
officers’ liability coverage of the Company’s existing directors’ and officers’ insurance policies and the Company’s existing
fiduciary liability insurance policies (collectively, “D&O Insurance”), in each case for a claims reporting or discovery period of at
least six years from and after the Effective Time with respect to any claim related to any period or time at or prior to the Effective
Time with terms, conditions, retentions and limits of liability that are no less favorable than the coverage provided under the
Company’s existing policies with respect to any actual or alleged error, misstatement, misleading statement, act, omission, neglect,
breach of duty or any matter claimed against a director or officer of the Company or any of its Subsidiaries by reason of him or her
serving in such capacity that existed or occurred at or prior to the Effective Time (including in connection with this Agreement or
the transactions or actions
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contemplated hereby); provided that the Company shall give Parent a reasonable opportunity to participate in the selection of such
tail policy and the Company shall give reasonable and good faith consideration to any comments made by Parent with respect
thereto.

(g)    If Parent, the Surviving Corporation or any of its successors or assigns (a) consolidates with or merges into any other
Person and shall not be the continuing or surviving corporation or entity of such consolidation or merger, or (b) transfers or
conveys all or substantially all of its properties and assets to any Person, then, and in each such case, to the extent necessary, proper
provision shall be made so that the successors and assigns of Parent or the Surviving Corporation, as the case may be, shall assume
the obligations set forth in this Section 7.02.

(h)    The rights of each Company Indemnified Person under this Section 7.02 shall be in addition to any rights such
Person may have under the certificate of incorporation or bylaws of the Company or any of its Subsidiaries, or under Delaware
Law or any other Applicable Law or under any agreement of any Company Indemnified Person with the Company or any of its
Subsidiaries. These rights shall survive consummation of the Merger and are intended to benefit, and shall be enforceable by, each
Company Indemnified Person.

Section 7.03.    Employee Benefits Matters. All employees of the Company (the “Company Employees”) who
are employed by the Company immediately prior to the Closing, including those on vacation and authorized leave of
absence (including, without limitation, family medical leave, military leave, sick leave, and short-term disability leave),
will remain employed immediately following the Closing (such employees in the United States, the “U.S. Continuing
Employees”). From and after the Effective Time, Parent shall, and shall cause the Surviving Corporation to, assume,
honor, pay, perform and satisfy any and all liabilities, obligations and responsibilities to or in respect of all Company
Employees arising under the terms of each Employee Plan, as in effect immediately prior to the Effective Time, for as
long as such Employee Plan is in effect. For a period of not less than one (1) year following the Effective Time (the
“Benefits Continuation Period”), Parent shall, and shall cause the Surviving Corporation to, provide each U.S.
Continuing Employee with (i) base salary (or base wages) and annualized cash target bonuses, in the aggregate, no less
favorable than the base salary (or base wages) and annualized cash target bonuses, in the aggregate, provided to such
U.S. Continuing Employee immediately prior to the Effective Time, and (ii) benefits (other than equity-based benefits)
that are substantially comparable in the aggregate to the employee benefits provided to such U.S. Continuing Employee
immediately prior to the Effective Time. From and after the Effective Time, for
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the purposes of determining eligibility to participate, vesting and entitlement to benefits where length of service is
relevant under any benefit plan or arrangement of Parent, the Surviving Corporation or any of their respective
Affiliates, Parent shall, and shall cause the Surviving Corporation to, cause each U.S. Continuing Employee to receive
service credit for service with the Company to the same extent such service credit was granted under the Employee
Plans (other than for the purposes of benefit accrual under a defined benefit plan) immediately prior to the Effective
Time. Parent shall, and shall cause the Surviving Corporation to (i) waive all limitations as to preexisting conditions
exclusions and waiting periods with respect to participation and coverage requirements applicable to the U.S.
Continuing Employees (and any dependents or beneficiaries thereof) under any welfare benefit plans that such
employees may be eligible to participate in after the Effective Time, other than limitations or waiting periods that are
already in effect with respect to such employees and that have not been satisfied as of the Effective Time under any
welfare benefit plan maintained for the U.S. Continuing Employees immediately prior to the Effective Time and (ii)
use commercially reasonable efforts to provide each U.S. Continuing Employee with credit for any co-payments and
deductibles paid prior to the Effective Time in satisfying any applicable deductible or out-of-pocket requirements under
any welfare plans that such employees are eligible to participate in after the Effective Time. Parent shall, and shall
cause the Surviving Corporation to, honor all vacation, personal and sick days accrued by Company Employees under
the plans, policies, programs and arrangements of the Company immediately prior to the Effective Time. Nothing in
this Section 7.03 shall be deemed to amend any Employee Plan or other plan, agreement or arrangement, and the
provisions of this Section 7.03 are not intended to confer upon any person other than the parties hereto any rights or
remedies hereunder, nor to change the at-will status of any Company Employee who is currently an at-will employee.

ARTICLE 8     

COVENANTS OF THE COMPANY AND PARENT

Section 8.01.    Commercially Reasonable Efforts. 25. Subject to the terms and conditions of this Agreement, the
Company and Parent shall use commercially reasonable efforts to take, or cause to be taken, all actions and to do, or
cause to be done, all things necessary, proper or advisable under Applicable Law to consummate the transactions
contemplated by this Agreement, including (a) preparing and filing as promptly as practicable with any Governmental
Authority or other Third Party all documentation to

1



CONFIDENTIAL TREATMENT REQUESTED

effect all necessary filings, notices, petitions, statements, registrations, submissions of information, applications and
other documents and (b) obtaining and maintaining all approvals, consents, registrations, permits, authorizations and
other confirmations required to be obtained from any Governmental Authority or other Third Party that are necessary,
proper or advisable to consummate the transactions contemplated by this Agreement; provided that the parties hereto
understand and agree that the commercially reasonable efforts of any party hereto under this Section 8.01(a) shall not
be deemed to include (1) entering into any settlement, undertaking, consent decree, stipulation or agreement with a
Governmental Authority in connection with the transactions contemplated hereby or (2) divesting or otherwise holding
separate (including by establishing a trust or otherwise), or taking any other action (or otherwise agreeing to do any of
the foregoing) with respect to any of its or the Surviving Corporation’s Subsidiaries or any of their respective
Affiliates’ businesses, assets or properties. Notwithstanding anything in this Agreement to the contrary, if any
administrative or judicial action or proceeding (each a “Proceeding”) is instituted or threatened to be instituted, or any
decree, judgment, injunction or other order, whether temporary, preliminary or permanent (each an “Order”) is entered
or threatened to be entered, in each case challenging the consummation of the Merger or any other transaction
contemplated by this Agreement as violative of any antitrust or competition Law, the parties shall use commercially
reasonable efforts to contest, avoid, vacate, modify, or suspend each such Proceeding or Order, including through
litigation.

(i)    In furtherance and not in limitation of the foregoing, each of Parent and the Company shall make an appropriate
filing of (a) a Notification and Report Form and accompanying materials pursuant to the HSR Act with respect to the transactions
contemplated hereby as promptly as practicable and in any event within 10 Business Days of the date hereof, and (b) submissions
required under foreign laws analogous to the HSR Act with respect to the transactions contemplated hereby as promptly as
practicable. Each of Parent and the Company shall respond as promptly as practicable to any request for additional information and
documentary material made by a Governmental Authority pursuant to the HSR Act or any other foreign laws analogous to the HSR
Act. Each of Parent and the Company shall use their commercially reasonable efforts to take all other actions necessary to cause the
expiration or termination of the applicable waiting periods under the HSR Act and analogous foreign laws as soon as practicable.
Parent shall pay all filing fees associated with the filings, applications and notifications described in (a) and (b) above. Each of
Parent and the Company shall keep each other apprised of the status of matters relating to the completion of the transactions
contemplated by this Agreement and, to the extent
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permitted by Law, promptly furnish the other with copies of non-confidential notices or other communications between the
Company (including its representatives and counsel and any Company Subsidiary) or Parent (including its representatives, counsel
and Subsidiaries), as the case may be, and any third party and/or Governmental Authority with respect to such transactions. The
Company, on the one hand, and Parent, on the other hand, shall keep the other timely appraised of any inquiries or requests for
additional information from any Governmental Authority relating to the transactions contemplated hereby and shall use its
commercially reasonable efforts to comply promptly with any such inquiry or request. The Company, on the one hand, and Parent,
on the other hand, shall permit counsel for the other party a reasonable opportunity to review in advance, and shall consider in good
faith the views and input of the other party in connection with, any proposed written communication to any Governmental Entity
relating to the transactions contemplated by this Agreement. Each of the Company, on the one hand, and Parent, on the other hand
(including their respective representatives, counsel and Subsidiaries), agrees not to participate in any substantive meeting or
discussion, either in person or by telephone, with any Governmental Authority in connection with the transactions contemplated by
this Agreement unless it consults with the other party in advance and, to the extent not prohibited by such Governmental Authority,
gives the other party the opportunity to attend and participate.

Section 8.02.    Permit Application, Hearing Request, Information Statement; Stockholder Approval.

(f)    As soon as practicable after the date hereof, Parent shall prepare, with the reasonable cooperation of the Company,
and file with the Commissioner the documents required by the CSL including, but not limited to, any required Permit Application,
request for hearing (“Hearing Request”) or notice of hearing (“Hearing Notice”) pursuant to Sections 25121 and 24142 of the
CSL (collectively, the “Notice Materials”), in connection with the Merger and the issuance of Parent Common Stock as part of the
Per Share Consideration in order to perfect the exemption from registration provided by Section 3(a)(10) of the Securities Act in
respect of such issuances. Each of Parent and the Company shall use commercially reasonable efforts to have the Permit
Application, Hearing Request, and Hearing Notice declared effective under the CSL as promptly as practicable after such filing.
Each of Parent and the Company will promptly provide all information relating to their respective business and operations
necessary for inclusion in the Notice Materials to satisfy all requirements of applicable state and federal securities laws. Each of
Parent and the Company shall be solely responsible for any statement, information, or omission, in the Notice Materials relating to
its Affiliates based upon the written information furnished by it or its Representatives.
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(g)    If the Commissioner denies the CSL Permit or Parent does not receive the CSL Permit within ninety (90) days
following the execution of this Agreement, Parent shall elect, within ten (10) days of the occurrence of such event (and provide
notice to the Company of such election), either to pay the Aggregate Stock Value in cash in lieu of issuing the Stock Consideration
or to file a Registration Statement with the SEC with respect to the Stock Consideration. If Parent elects to file a Registration
Statement, Parent shall do so no more than thirty (30) days following such denial of the CSL Permit or expiration of the ninety
(90)-day period, in which case: (c) the Registration Statement will be in such form and will include all of the information required
to satisfy all requirements of applicable securities laws; (d) Parent will use all commercially reasonable efforts to cause the
Registration Statement to be declared effective under the Securities Act as promptly as practicable after such filing and to keep the
Registration Statement effective as long as is necessary to consummate the Merger and the transactions contemplated hereby; (e)
Parent shall cooperate and provide the Company (and its counsel) with a reasonable opportunity to review and comment on the
Registration Statement and any amendment or supplement to the Registration Statement prior to filing such with the SEC, and will
provide the Company with a copy of all such filings made with the SEC; and (iv) Parent will notify the Company promptly upon
the receipt of any comments from the SEC or its staff in connection with the filing of, or amendments or supplements to, the
Registration Statement and/or the Soliciting Materials.

Section 8.03.    Cooperation. The Company and Parent shall cooperate with one another (i) in determining
whether any action by or in respect of, or filing with, any Governmental Authority is required, or any actions, consents,
approvals or waivers are required to be obtained from parties to any material contracts, in connection with the
consummation of the transactions contemplated by this Agreement and (ii) in taking such actions or making any such
filings, furnishing information required in connection therewith and seeking timely to obtain any such actions,
consents, approvals or waivers. Without limiting the generality of the foregoing, the Company shall use commercially
reasonable efforts to identify Permits reasonably necessary to operate the Surviving Corporation from and after the
Closing and use commercially reasonable efforts to obtain consents necessary to the transfer of such Permits which are
transferable at or prior to the Closing.

Section 8.04.    Public Announcements. The parties agree to consult with each other before issuing any press
release or making any public statement with respect to this Agreement and the transactions contemplated hereby and
will not issue any such press release or make any such public statement prior to such consultation and consent (which
consent shall not unreasonably be withheld). The
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parties understand and agree that Parent or its Affiliates intend to publicly disclose the existence of this Agreement and
the transactions contemplated hereby subsequent to the execution of this Agreement.

Section 8.05.    Further Assurances. At and after the Effective Time, the officers and directors of the Surviving
Corporation shall be authorized to execute and deliver, in the name and on behalf of the Company or Merger
Subsidiary, any deeds, bills of sale, assignments or assurances and to take and do, in the name and on behalf of the
Company or Merger Subsidiary, any other actions and things to vest, perfect or confirm of record or otherwise in the
Surviving Corporation any and all right, title and interest in, to and under any of the rights, properties or assets of the
Company acquired or to be acquired by the Surviving Corporation as a result of, or in connection with, the Merger.

Section 8.06.    Notices of Certain Events. Each of Parent, the Company and the Equityholder Representative
shall promptly notify the other parties of:

(e)    any notice or other communication from any Person alleging that the consent of such Person is or may be required in
connection with the transactions contemplated by this Agreement;

(f)    any notice or other communication from any Governmental Authority in connection with the transactions
contemplated by this Agreement;

(g)    any actions, suits, claims, investigations or proceedings commenced or, to its knowledge, threatened against, relating
to or involving or otherwise affecting the Company or Parent or any of their Subsidiaries, as the case may be, that, if pending on the
date of this Agreement, would have been required to have been disclosed pursuant to any Section of this Agreement or that relate to
the consummation of the transactions contemplated by this Agreement;

(h)    any inaccuracy of any representation or warranty contained in this Agreement at any time during the term hereof that
could reasonably be expected to cause the conditions set forth in Sections 9.02(a) and 9.02(b) not to be satisfied

(i)    any failure of any party to comply with or satisfy any covenant, condition or agreement to be complied with or
satisfied by it hereunder;

provided, that the delivery of any notice pursuant to this Section 8.06 shall not limit or otherwise affect the remedies
available hereunder to the party receiving such notice.

Section 8.07.    Confidentiality. The parties acknowledge that the Company and Parent previously have executed
the
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Confidentiality Agreement, which will continue in full force and effect in accordance with its terms.

Section 8.08.    Tax Matters.

(e)    The parties shall cooperate fully, as and to the extent reasonably requested by each other, in connection with the
preparation and filing of any Tax Return, any audit, litigation or other proceeding with respect to Taxes. Such cooperation shall
include the retention and (upon another party’s request) the provision of records and information that are reasonably relevant to any
such audit, litigation or other proceeding and making employees available on a mutually convenient basis to provide additional
information and explanation of any material provided hereunder. If the filing of an amended Company Return relating to a Pre-
Closing Tax Period could give rise to an indemnification obligation of the Equityholders under this Agreement, unless the filing of
such amendment is required by Applicable Law, Parent will not allow such amendment of a Company Return relating to a Pre-
Closing Tax Period to be filed without the prior written consent of the Equityholder Representative, which consent shall not be
unreasonably withheld, conditioned or delayed.

(f)    The parties further agree, upon request, to use all reasonable efforts to obtain any certificate or other document from
any Governmental Authority or customer of the Company or any of its Subsidiaries or any other Person as may be necessary to
mitigate, reduce or eliminate any Tax that could be imposed (including but not limited to with respect to the transactions
contemplated hereby).

(g)    All Transfer Taxes shall be paid by Parent, or Parent shall cause such Transfer Taxes to be paid, when due, and
Parent will have prepared, at its expense, and file or cause to be filed, all necessary Tax Returns with respect to all such Taxes.

(h)    If, pursuant to Section 10.05, a Parent Indemnified Party controls the defense of a Third Party Claim relating to
Taxes, such Parent Indemnified Party shall not compromise or settle such Third Party Claim if such compromise or settlement
would result in an indemnification claim pursuant to Section 10.02(a) without the consent of the Equityholder Representative,
which consent shall not be unreasonably withheld, conditioned or delayed.

Section 8.09.    [***].

Section 8.10.    Litigation Standstill. The Company and Parent shall cooperate with one another to seek, to the
extent permitted by the Court, any extensions of the case pending between Parent and the Company’s subsidiary,
Micro-Probe Incorporated, titled FormFactor, Inc. v. Micro-Probe Incorporated and David
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Browne, United States District Court for the Northern District of California, case no. 4:10-cv-03095-PJH (the “Micro-
Probe Case”). Without limiting the generality of the foregoing, such extensions may include, if necessary, seeking the
Court’s approval to place the Micro-Probe Case on inactive status and/or remove it from the Court’s trial schedule. If
the Court denies any such extensions or if such extensions expire, the parties shall work together toward a mutually
agreeable approach and seek the assistance of the Court as may be required, including requesting the aid of the
magistrate judge. If, however, the litigation resumes notwithstanding the parties' efforts, neither party shall take any
action in the case to prejudice the other party's interest but each party shall be able to take any action necessary to
protect its interest against prejudice.

ARTICLE 9     

CONDITIONS TO THE MERGER

Section 9.01.    Conditions to the Obligations of Each Party. The obligations of the Company, Parent and
Merger Subsidiary to consummate the Merger are subject to the satisfaction of the following conditions:

(h)    The Company Stockholder Approval shall have been obtained in accordance with Applicable Law and be in full
force and effect.

(i)    No provision of Applicable Law shall prohibit the consummation of the Merger.

(j)    The applicable waiting periods under the HSR Act relating to the Merger shall have expired or been terminated.

(k)    Unless Parent shall have elected or become obligated to pay the Aggregate Stock Value in cash in lieu of issuing the
Stock Consideration pursuant to Section 8.02(b), (f) the Commissioner shall have issued the CSL Permit and the qualification
thereunder shall not be the subject of any stop order or proceedings seeking a stop order or (g) the Registration Statement shall
have been declared effective by the SEC and no stop order suspending the effectiveness of such Registration Statement shall be in
effect and no proceedings for such purpose shall be pending before or threatened by the SEC.

(l)    All actions by or in respect of, or filings with, any Governmental Authority required to permit the consummation of
the Merger shall have been taken, made or obtained.

(m)    No temporary restraining order, preliminary injunction or other order issued by any court of competent jurisdiction
or other legal restraint or
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prohibition prohibiting the consummation of the Merger shall be in effect; nor shall any Applicable Law be enacted, entered or
enforced which prohibits the consummation of the Merger.

Section 9.02.    Conditions to the Obligations of Parent and Merger Subsidiary. The obligations of Parent and
Merger Subsidiary to consummate the Merger are subject to the satisfaction of the following further conditions:

(h)    (i) the Company shall have performed in all material respects all of its obligations hereunder required to be
performed by it at or prior to the Effective Time, (ii) the representations and warranties of the Company contained in this
Agreement (other than under Sections 4.01 (Corporate Existence and Power), 4.02 (Corporate Authorization), 4.05
(Capitalization), 4.10(a) (Absence of Certain Changes) and 4.22 (Finders’ Fees)) and any certificate or other writing delivered by
the Company pursuant hereto (1) that are qualified by materiality or Material Adverse Effect shall be true and correct as of the date
of this Agreement and as of the Closing Date with the same force and effect as if made on and as of the Closing Date (other than
such representations and warranties that are made as of a specified date, which representations and warranties shall be true and
correct as of such date) and (2) that are not qualified by materiality or Material Adverse Effect shall be true and correct in all
material respects as of the date of this Agreement and as of the Closing Date with the same force and effect as if made on and as of
the Closing Date (other than such representations and warranties that are made as of a specified date, which representations and
warranties shall be true and correct in all material respects as of such date), and (iii) the representations and warranties set forth in
Sections 4.01 (Corporate Existence and Power), 4.02 (Corporate Authorization), 4.05 (Capitalization), 4.10(a) (Absence of Certain
Changes) and 4.22 (Finders’ Fees) shall be true and correct in all respects as of the date of this Agreement and as of the Closing
Date with the same force and effect as if made on and as of the Closing Date (other than such representations and warranties that
are made as of a specified date, which representations and warranties shall be true and correct in all respects as of such date).

(i)    Since the date hereof, there shall not have occurred any event, occurrence, revelation or development of a state of
circumstances or facts which has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect on the Company.

(j)    The Company shall have obtained each consent identified in Schedule 9.02(c) of the Company Disclosure Schedule,
in each case in form and substance reasonably satisfactory to Parent, and no such consent shall have been revoked.

(k)    The Company shall have delivered to Parent a certificate of the Company, executed by the Chief Executive Officer
and Chief Financial Officer of
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the Company, that each of the conditions set forth in Sections 9.02(a) through 9.03(c) has been satisfied.

(l)    There shall not have been instituted and be pending any action or proceeding (or any investigation or other inquiry
that might result in such action or proceeding) by any Governmental Authority (h) challenging or seeking to make illegal, to delay
materially or otherwise directly or indirectly to restrain or prohibit the consummation of the Merger or otherwise directly or
indirectly relating to the transactions contemplated by the Merger, (i) seeking to restrain or prohibit Parent’s, Merger Subsidiary’s
or any of Parent’s other Affiliates’ (1) ability effectively to exercise full rights of ownership of the Company Stock, including the
right to vote any shares of Company Stock acquired or owned by Parent, Merger Subsidiary or any of Parent’s other Affiliates
following the Effective Time on all matters properly presented to the Stockholders, or (2) ownership or operation (or that of its
respective Subsidiaries or Affiliates) of all or any material portion of the business or assets of the Company and its Subsidiaries,
taken as a whole, or of Parent and its Subsidiaries, taken as a whole, or (j) seeking to compel Parent or any of its Subsidiaries or
Affiliates to dispose of or hold separate all or any material portion of the business or assets of the Company and its Subsidiaries,
taken as a whole, or of Parent and its Subsidiaries, taken as a whole.

(m)    The Escrow Agent, the Equityholder Representative and the Company shall have executed and delivered to Parent
the Escrow Agreement, which shall be in full force and effect.

(n)    The Key Employment Agreements shall be in full force and effect and none of the Key Employees shall have
revoked his acceptance of employment with Parent or otherwise communicated to Parent his intention not to commence
employment with Parent or continue employment with the Company, as applicable, following the Closing Date.

(o)    Parent shall have received resignation letters executed and delivered by the directors and corporate officers of the
Company and its Subsidiaries as have been identified by Parent prior to the Closing Date pursuant to Section 6.06.

(p)    The holders of no greater than five percent (5%) of the outstanding shares of Company Stock shall have exercised,
and not failed to have perfected, withdrawn or otherwise lost appraisal, dissenters’ or similar rights under Applicable Law with
respect to any of the transactions contemplated by this Agreement.

(q)    The Company shall have delivered to Parent (k) a certification, signed by the Company and dated not more than 30
days prior to the Closing Date that satisfies the requirements of Treasury Regulation Sections 1.897-2(h) and 1.1445-2(c)(3) and
confirms that the Company is not, nor has it been within five
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years of the date of the certification, a “United States real property holding corporation” as defined in Section 897 of the Code and
(l) a notice to the Internal Revenue Service, signed by the Company, that satisfies the requirements of Treasury Regulation Section
1.897-2(h)(2).

(r)    Parent shall have received evidence to its reasonable satisfaction that MicroProbe China is in possession of all
software licenses used in the operation of its business and has received licenses or releases in respect of operations conducted prior
to the Effective Time, and that MicroProbe China has paid all license fees, penalties or other amounts due in respect of these
arrangements.

(s)    The Company shall beneficially own, directly or indirectly, 100% of the outstanding shares in Microprobe Pte.
Limited (Singapore), and such shares shall be fully paid and nonassessable and free of preemptive rights.

Section 9.03.    Conditions to Obligation of the Company. The obligation of the Company to consummate the
Merger is subject to the satisfaction of the following further conditions:

(k)    (m) Parent and each Merger Subsidiary shall have performed in all material respects all of its obligations hereunder
required to be performed by it at or prior to the Closing, and (n) the representations and warranties of Parent contained in this
Agreement and any certificate or other writing delivered by Parent pursuant hereto (1) that are qualified by materiality shall be true
and correct as of the date of this Agreement and as of the Closing Date with the same force and effect as if made on and as of the
Closing Date (other than such representations and warranties that are made as of a specified date, which representations and
warranties shall be true and correct as of such date) and (2) that are not qualified by materiality shall be true and correct in all
material respects as of the date of this Agreement and as of the Closing Date with the same force and effect as if made on and as of
the Closing Date (other than such representations and warranties that are made as of a specified date, which representations and
warranties shall be true and correct in all material respects as of such date).

(l)    There shall not have occurred any event, occurrence, revelation or development of a state of circumstances or facts
which has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on Parent.

(m)    Parent shall have delivered to the Company a certificate of Parent, executed by an executive officer of Parent, that
each of the conditions set forth in Section 9.03(a) and 9.03(b) has been satisfied.

(n)    Each of Parent and the Escrow Agent shall have executed and delivered to the Company the Escrow Agreement.
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(o)    Parent and the Company's subsidiary Micro-Probe Incorporated shall have entered into a formal written settlement
agreement, pursuant to the terms attached hereto in Exhibit D, providing for a complete release of claims among all parties with
respect to the Micro-Probe Case, and for filing a dismissal with prejudice of such matter. Notwithstanding anything in Exhibit D to
the contrary, such settlement shall not require that any payment be made by the Company, any of its Subsidiaries or Mr. Browne to
Parent (as long as this Agreement has not been terminated pursuant to Article 12), nor shall it require that any amount be deducted
from the consideration payable by Parent to the Company’s equityholders pursuant to the transactions contemplated by this
Agreement.

ARTICLE 10     

SURVIVAL; INDEMNIFICATION

Section 10.01.    Survival. The representations and warranties of the Company contained in this Agreement or in
any certificate or other writing delivered pursuant hereto or thereto or in connection herewith or therewith shall survive
the Effective Time until the eighteen (18) months anniversary of the Closing Date; provided that (o) the representations
and warranties of the Company set forth in Sections 4.01 (Corporate Existence and Power of the Company), Section
4.02 (Authorization by the Company), Section 4.03 (Governmental Authorization), Section 4.04 (Non-contravention),
Section 4.05 (Capitalization), Section 4.06 (Ownership of Shares, Stock Options, Warrants), Section 4.08(d) Section
4.22 (Finders’ Fees), Section 4.23 (Taxes) and Section 4.27 (Environmental Matters) (the representations and
warranties set forth in the foregoing proviso, collectively, the “Specified Representations”) shall survive until the
earlier of the three (3) year anniversary of the Closing Date and the latest date permitted by Applicable Law. The
covenants and agreements of the parties hereto contained in this Agreement or in any certificate or other writing
delivered pursuant hereto or in connection herewith shall survive the Effective Time until the eighteen month
anniversary of the Closing Date or for the shorter period explicitly specified therein, except that for such covenants and
agreements that survive for such shorter period, breaches thereof shall survive until the eighteen month anniversary of
the Closing Date. Notwithstanding the preceding sentences, any breach of representation, warranty, covenant or
agreement in respect of which indemnity may be sought under this Agreement shall survive the time at which it would
otherwise terminate pursuant to the preceding sentences, if notice of the
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inaccuracy or breach thereof giving rise to such right of indemnity shall have been given to the party against whom
such indemnity may be sought prior to such time. All of Parent’s representations and warranties contained herein or in
any instrument delivered pursuant to this Agreement shall survive the Effective Time until the eighteen month
anniversary of the Closing Date. It is the parties' express intent that if the applicable survival period for a representation
and warranty described in this Section 10.01 is shorter than the statute of limitations that would otherwise have been
applicable to such representation and warranty, then, by contract, such applicable statute of limitations with respect to
such representation and warranty shall be reduced to the shortened survival period contemplated hereby. The parties
further acknowledge that the time periods set forth in this Section 10.01 for the assertion of claims under this
Agreement are the result of arms'-length negotiations and that they intend for such time periods to be enforced as
agreed by the parties.

Section 10.02.    

(p)    Equityholder Indemnification. Subject to the limitations set forth in Section 10.03, the Equityholders, severally and
not jointly, in accordance with their Pro Rata Portion, hereby indemnify Parent, its Affiliates (including, after the Effective Time,
the Surviving Corporation and its Subsidiaries) and their respective officers, directors, employees, agents, successors and assignees
(collectively, the “Parent Indemnified Parties”) against and hold each of the Parent Indemnified Parties harmless from any and
all claims, damages (including, solely with respect to Third Party Claims and not with respect to any other claims, punitive, special,
exemplary or similar damages awarded to such Third Party), losses, liabilities, fines, penalties and expense (including reasonable
expenses of investigation and reasonable attorneys’ and consultants’ fees and expenses in connection with any action, suit or
proceeding whether involving a Third Party claim or a claim solely between the parties hereto to enforce the provisions hereof)
(collectively, “Losses”), incurred or suffered by any Parent Indemnified Party, in each case, regardless of whether such Losses arise
as a result of the negligence, strict liability or any other liability under any theory of law or equity of, or violation of any law by, the
Parent Indemnified Parties, directly or indirectly, as a result of, with respect to or in connection with:

(i)    any misrepresentation or breach of warranty (without giving effect to any qualification or exception relating
to materiality or Material Adverse Effect or similar qualification or standard including specified dollar thresholds contained
therein or with respect thereto both for purposes of determining whether a representation or warranty is true and correct and
for purposes of determining the amount of any Losses)
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made by the Company pursuant to this Agreement or in any certificate or other writing delivered pursuant hereto or thereto;

(ii)    any breach of covenant or agreement to be performed by the Company pursuant to this Agreement or in any
certificate or other writing delivered pursuant hereto or thereto;

(iii)    the amount of any Dissenting Share Payments;

(iv)    any claims by any current or former holder of Company Stock or any alleged current or former holder of
any equity interest or equity security of the Company or any of its Subsidiaries for breach of fiduciary duty relating to the
transactions contemplated by this Agreement;

(v)    the failure of any item set forth in the Allocation Certificate to be accurate, true and correct in all respects as
of immediately prior to the Effective Time, including the amount (to the extent not otherwise adjusted for pursuant to
Section 2.10(a)) of any items not taken into account in the calculation of the Closing Adjustment; or

(vi)    notwithstanding any disclosure on the Company Disclosure Schedule, any “excess parachute payment”
(within the meaning of Section 280G(b) of the Code) made by the Company on or prior to the Closing Date or otherwise
required to be paid by the Company or the Surviving Corporation pursuant to agreements or employee plans entered into or
adopted on or prior to the Closing Date. 

The Parent Indemnified Parties shall use commercially reasonable efforts to mitigate any Losses if, in the good faith
judgment of Parent, such mitigation efforts would not subject any Parent Indemnified Party to any unreimbursed cost or
expense and would not otherwise be disadvantageous to any Parent Indemnified Party, and provided that any costs
associated with such efforts shall constitute Losses.

(q)    Parent Indemnification. Effective at and after the Effective Time, Parent hereby indemnifies the Equityholders, their
Affiliates and their respective successors and assignees (collectively, the “Equityholder Indemnified Parties”) against and agrees
to hold each of them harmless from any and all Losses incurred or suffered by the Equityholder Indemnified Party arising out of (i)
any misrepresentation or breach of warranty made by the Parent or Merger Sub pursuant to this Agreement or in any certificate or
other writing delivered pursuant hereto or (ii) any breach of covenant or agreement to be performed by the Company pursuant to
this Agreement or in any certificate or other writing delivered pursuant hereto or thereto; provided, that Parent’s maximum
aggregate liability shall not exceed the General Escrow Amount; and provided further, that
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the Equityholder Indemnified Parties can only execute any claim pursuant to this Section 10.02(b) against Parent through the
Equityholder Representative.

Section 10.03.    Limitations; Qualifications; Exclusivity. 26. No claim may be made by any Indemnified Party
for indemnification pursuant to Section 10.02 (other than a claim arising from any breach or inaccuracy of any of the
Specified Representations, in each case for which a claim may be made without regard to the limitations in this Section
10.03(a)) unless and until the aggregate amount of Losses for which the Indemnified Parties seek to be indemnified
pursuant to Section 10.03(a) exceeds $500,000 (the “Deductible”), at which time the Indemnified Parties shall be
entitled to indemnification for all Losses in excess of the Deductible.

(b)    The Equityholders’ indemnification obligations under Section 10.02 are subject to the following limitations:

(i)    Each Equityholder shall be liable up to such Equityholder’s Pro Rata Portion of the General Escrow Fund
for indemnifiable Losses pursuant to Section 10.02(a)(i) (other than for any breaches or inaccuracies of any Specified
Representations);

(ii)    Each Equityholder shall be liable up to such Equityholder’s Pro Rata Portion of the Deal Cap for all
indemnifiable Losses pursuant to Section 10.02(a)(i) (solely with respect to breaches or inaccuracies of any Specified
Representations) or Section 10.02(a)(ii) through (vi); and

(iii)    there shall be no obligation on the part of the Equityholders to indemnify the Parent Indemnified Parties
under Section 10.02 to the extent that any claim for indemnification relates to an amount otherwise included in the
calculation of the Acquisition Expenses, Adjusted Current Assets, Adjusted Current Liabilities, Minimum Adjusted Closing
Working Capital Amount or other amounts set forth in Section 2.08 through Section 2.10.

(iv)    the Losses suffered by any Parent Indemnified Party shall be calculated after giving effect to any amounts
recovered from third parties, including insurance proceeds, in each case net of the reasonable third party out-of- pocket
costs and expenses associated with such recoveries and any actual increase in premiums, or increase in premiums that the
Company reasonably anticipates based on written communications from its insurance carrier or provider, payable by a
Parent Indemnified Party (it being understood and agreed that the Parent Indemnified Parties shall use their commercially
reasonable efforts to seek insurance recoveries in respect of Losses to be indemnified hereunder). If any insurance proceeds
or other recoveries from third parties are actually
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realized (in each case calculated net of the reasonable third party out-of-pocket costs and expenses associated with such
recoveries and any actual increase in premiums, or increase in premiums that the Company reasonably anticipates based on
written communications from its insurance carrier or provider, payable by a Parent Indemnified Party) by a Parent
Indemnified Party subsequent to the receipt by such Parent Indemnified Party of an indemnification payment hereunder in
respect of the claims to which such insurance proceedings or third party recoveries relate, the Parent Indemnified Party shall
hold such amounts in trust and appropriate refunds shall be made promptly to the Indemnifying Party regarding the amount
of such indemnification payment;

(v)    there shall be no obligation to indemnify for any Losses which would not have arisen but for any alteration
or repeal or enactment of any Law after the Closing Date; and

(vi)    all indemnification payments under Section 10.02(a) (other than with respect to a claim arising from any
breach or inaccuracy of any of the Specified Representations) shall be made exclusively by payments from the General
Escrow Account and, upon the depletion of the General Escrow Account, there shall be no further recoveries by the Parent
Indemnified Parties whatsoever.

(c)    The representations, warranties, covenants and obligations of the Company, and the rights and remedies that may be
exercised by the Indemnified Parties based on such representations, warranties, covenants and obligations, will survive and not be
limited or affected by any investigation conducted by Parent or Merger Subsidiary or any agent of Parent or Merger Subsidiary
with respect to, or any knowledge acquired (or capable of being acquired) by Parent or Merger Subsidiary or any agent of Parent or
Merger Subsidiary at any time, whether before or after the execution and delivery of this Agreement or the Effective Time, with
respect to the accuracy or inaccuracy of, or compliance with or performance of, any such representation, warranty, covenant or
obligation, and no Indemnified Party shall be required to show that it relied on any such representation, warranty, covenant or
obligation of the Company in order to be entitled to indemnification pursuant to this Article 10. The waiver by Parent or Merger
Subsidiary of any of the conditions set forth in Article 9 will not affect or limit the provisions of this Article 10.

(d)    After the Effective Time, the Indemnified Parties’ sole and exclusive remedy with respect to the subject matter of
this Agreement shall be pursuant to the indemnification provisions set forth in this Article 10.

(e)    Notwithstanding anything to the contrary in this Agreement, each Equityholder shall be liable up to such
Equityholder’s Pro Rata Portion of the Deal Cap with respect to indemnifiable Losses resulting from (a) fraud,
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intentional misrepresentation or willful breach, or (b) any non-monetary equitable remedy, including a preliminary or permanent
injunction or specific performance, and the other limitations, thresholds, qualifications and similar provisions set forth in this
Section 10.03 shall not apply to such Losses. Notwithstanding any other provision hereof, no Equityholder shall be liable to the
Parent Indemnified Parties for Losses to the extent arising from or related to the fraudulent conduct of another Equityholder in its
capacity as an Equityholder.

(f)    Any liability for indemnification hereunder shall be determined without duplication of recovery by reason of the
same set of facts giving rise to such liability constituting a breach of more than one representation, warranty, covenant or
agreement.

(g)    The maximum aggregate amount for which each Equityholder may be obligated to indemnify the Parent Indemnified
Parties for Losses resulting from (i) breaches or inaccuracies of any Specified Representations, (ii) the matters set forth in Sections
10.02(a)(ii) through (vi), (iii) fraud, intentional misrepresentation or willful breach, and (iv) any non-monetary equitable remedy,
including a preliminary or permanent injunction or specific performance, is such Equityholder’s Pro Rata Portion of the Deal Cap.

(h)    PARENT AND THE EQUITYHOLDERS ON BEHALF OF EACH OF THEIR RESPECTIVE INDEMNIFIED
PARTIES WAIVE ANY RIGHT TO RECOVER INCIDENTAL, INDIRECT, SPECIAL, EXEMPLARY, PUNITIVE OR
CONSEQUENTIAL DAMAGES, INCLUDING LOST REVENUES OR PROFITS, UNLESS (X) SUCH INCIDENTAL,
INDIRECT, SPECIAL OR CONSEQUENTIAL DAMAGES, INCLUDING LOST REVENUES OR PROFITS, ARE
REASONABLY FORESEEABLE OR THE PROXIMATE RESULT OF THE EVENT THAT GAVE RISE THERETO OR THE
MATTER FOR WHICH INDEMNIFICATION IS SOUGHT HEREUNDER OR (Y) SUCH INCIDENTAL, INDIRECT,
SPECIAL, EXEMPLARY, PUNITIVE, CONSEQUENTIAL OR OTHER KIND OF SPECIAL DAMAGES ARE AWARDED TO
A PERSON IN AN INDEMNIFIABLE THIRD PARTY CLAIM.

Section 10.04.    Procedures for Indemnification. Any Indemnified Party seeking indemnification pursuant to
this Agreement shall give prompt notice (“Indemnification Notice”) to the Indemnifying Party and, if the Indemnified
Party is a Parent Indemnified Party, the Escrow Agent, of the written assertion of any claim or the commencement of
any suit, action or proceeding in respect of which indemnity may be sought under this Agreement (“Claim”), which
notice shall set forth, to the extent reasonably practicable, the nature and basis of the claim and the amount of Losses
incurred or reasonably anticipated to incur by such Indemnified Party. The failure to so notify the Indemnifying Party
shall not relieve the Indemnifying Party of its obligations hereunder,
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except to the extent such failure shall have materially and adversely prejudiced the ability of the Indemnifying Party to
defend such Claim. “Indemnified Party” means the party seeking indemnification under Section 10.02, and
“Indemnifying Party” means the party against whom indemnity is to be sought (or the Equityholder Representative in
the case of an indemnification claim pursuant to Section 10.02(a) against the Equityholders). The Equityholder
Representative shall be entitled to take all actions of the Equityholders as Indemnifying Party on behalf of the
Equityholders (and which actions will be binding upon such Equityholders). Parent shall be entitled to take all actions
of the Indemnifying Party on behalf of the Parent Indemnified Parties (and which actions will be binding upon such
Parent Indemnified Parties).

Section 10.05.    Third Party Claims. 27. The Indemnifying Party shall be entitled to participate in the defense of
any Claim asserted by any Third Party (“Third Party Claim”) and, subject to the limitations set forth in this Section
10.04, shall be entitled to control and appoint lead counsel (reasonably acceptable to the Indemnified Party) for such
defense; provided that prior to assuming control of such defense, the Indemnifying Party must acknowledge that it
would have an indemnification obligation for any Losses resulting from such Third Party Claim as provided under this
Article 10; and provided, further that the Indemnifying Party shall not be entitled to assume or maintain control of the
defense of any Third Party Claim and shall pay the fees and expenses of counsel retained by the Indemnified Party if
(a) the Third Party Claim relates to or arises in connection with any criminal proceeding, action, indictment, allegation
or investigation, (b) the Indemnified Party reasonably believes an adverse determination with respect to the Third Party
Claim would be detrimental to the Indemnified Party’s reputation or future business prospects, (c) the Third Party
Claim seeks an injunction or equitable relief against the Indemnified Party, (d) the Indemnifying Party has failed or is
failing to prosecute or defend vigorously the Third Party Claim, (e) the Third Party Claim relates to Taxes or (iii) the
specified damages of such Third Party Claim exceeds an amount equal to the General Escrow Fund (if the Indemnified
Party is a Parent Indemnified Party), on the one hand, or the General Escrow Amount less the aggregate amount paid
by Parent for indemnifiable losses pursuant to Section 10.02(b) (if the Indemnified Party is an Equityholder
Indemnified Party), on the other, in either case less the sum of (3) the amount subject to any other Claims outstanding
plus (4) the reasonably anticipated expenses for litigation of such Claim. The Indemnifying Party shall conduct any
such defense in good faith, with appropriate diligence and in the
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best interest of the Indemnified Party. All expenses required to be paid by the Equityholder Representative described in
this Article 10 may be paid by resort to the General Escrow Fund; provided that Parent has provided its written consent
regarding all such expenses (which consent shall not be unreasonably withheld).

(f)    If the Indemnifying Party is not entitled to, has declined to, or does not assume control of the defense of such a Third
Party Claim (or has failed to notify the Indemnified Party in writing of its election to defend such Third Party Claim) within thirty
(30) days of the Indemnifying Party’s receipt of notice of such Claim, then the Indemnified Party may notify the Indemnifying
Party in writing that it elects to assume control of the defense of such a Third Party Claim, in which case, the Indemnifying Party
shall not have the right to assume the defense of such Claim.

(g)    If the Indemnifying Party shall assume the control of the defense of any Third Party Claim in accordance with the
provisions of this Section 10.04, the Indemnifying Party shall obtain the prior written consent of the Indemnified Party before
entering into any settlement of such Third Party Claim if the settlement does not expressly unconditionally release the Indemnified
Party from all liabilities and obligations with respect to such Third Party Claim or the settlement imposes injunctive or other
equitable relief against, or any other adverse effect on, the Indemnified Party.

(h)    The Indemnified Party shall be entitled to participate in the defense of any Third Party Claim and to employ separate
counsel of its choice for such purpose. The fees and expenses of such separate counsel shall be borne by the Indemnified Party;
provided that the Indemnifying Party shall pay the fees and expenses of such separate counsel (f) incurred by the Indemnified Party
prior to the date the Indemnifying Party assumes control of the defense of the Third Party Claim or (g) if representation of both the
Indemnifying Party and the Indemnified Party by the same counsel would create a conflict of interest.

ARTICLE 11     

EQUITYHOLDER REPRESENTATIVE

Section 11.01.    Appointment of Equityholder Representative. 28.Effective upon and by virtue of the Company
Stockholder Approval, and without any further act of any of the Stockholders, the Equityholder Representative shall be
appointed as the representative of the Equityholders and as the attorney-in-fact and agent for and on behalf of each
Equityholder solely with respect to those matters set forth in Articles 2 and 10. The Equityholder Representative hereby
accepts such appointment. The Equityholder Representative shall have the authority to take any and all actions and
make any decisions required or permitted to be taken by the
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Equityholder Representative under this Agreement and the Escrow Agreement and such other actions on behalf of such
Equityholders as it may deem necessary or appropriate in connection with or to consummate the transactions
contemplated hereby or thereby (including, without limitation, engaging attorneys, accountants, financial and other
advisors, paying agents and other persons necessary or appropriate in the judgment of the Equityholder
Representative), including the exercise of the power to (a) agree to, negotiate, enter into settlements and compromises
of, commence any suit, action or proceeding, and comply with orders of courts with respect to those matters set forth in
Article 2 and 10, (b) litigate, resolve, settle or compromise any dispute that may arise pursuant to Articles 2 and 10, and
(c) take all actions necessary in the judgment of the Equityholder Representative for the accomplishment of the
foregoing. The Equityholder Representative will have sole authority and power to act on behalf of each Equityholders
with respect to the disposition, settlement or other handling of all claims pursuant to Articles 2 and 10 and all related
rights or obligations of the Equityholders arising under this Agreement. All actions of the Equityholder Representative
shall be deemed to be facts ascertainable outside this Agreement and shall be binding on the Equityholders as a matter
of contract law. The Equityholder Representative shall use commercially reasonable efforts, based on contact
information available to the Equityholder Representative, to keep the Equityholders reasonably informed with respect
to actions of the Equityholder Representative pursuant to the authority granted the Equityholder Representative under
this Agreement. Each Stockholder shall promptly provide written notice to the Equityholder Representative of any
change of address of such Stockholder.

(r)    A decision, act, consent or instruction of the Equityholder Representative hereunder shall constitute a decision, act,
consent or instruction of all Equityholders and shall be final, binding and conclusive upon each of such Equityholders, and all
Indemnified Parties may rely upon any such decision, act, consent or instruction of the Equityholder Representative as being the
decision, act, consent or instruction of each and every Stockholder. All Indemnified Parties shall be relieved from any liability to
any Person for any acts done by them in accordance with such decision, act, consent or instruction of the Equityholder
Representative.

(s)    The Equityholder Representative will incur no liability with respect to any action taken or suffered by any party in
reliance upon any notice, direction, instruction, consent, statement or other document believed by such Equityholder Representative
to be genuine and to have been signed by the proper Person (and shall have no responsibility to determine the authenticity thereof),
nor for any
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other action or inaction, except his own gross negligence, bad faith or willful misconduct. In all questions arising under this
Agreement, the Equityholder Representative may rely on the advice of outside counsel, and the Equityholder Representative will
not be liable to anyone for anything done, omitted or suffered in good faith by the Equityholder Representative based on such
advice. The Equityholder Representative shall be entitled to rely, and shall be fully protected in relying, upon the Allocation
Certificate and any statements furnished to it by any Equityholder or the Parent or any other evidence deemed by the Equityholder
Representative to be reliable.

(t)    The Equityholders, severally and not jointly, in accordance with their Pro Rata Portion, shall indemnify the
Equityholder Representative, and its members, managers, directors, officers, agents and employees, and hold the such parties
harmless against any loss, liability or expense incurred without gross negligence, bad faith or willful misconduct, to the extent
permitted by Applicable Law, on the part of the Equityholder Representative and arising out of or in connection with the
acceptance or administration of the Equityholder Representative’s duties hereunder, including the reasonable fees and expenses of
any legal counsel retained by the Equityholder Representative. The Equityholder Representative shall have full discretion over the
Equityholder Representative Escrow Amount, and the Escrow Agent shall follow any lawful directive of the Equityholder
Representative regarding the use or disbursement of all or a portion of the Equityholder Representative Escrow Amount to third
parties and in amounts authorized in writing by the Equityholder Representative. Each Equityholder agrees to reimburse the
Equityholder Representative for such Equityholder’s pro rata share of all out-of-pocket expenses incurred by the Equityholder
Representative in the performance of his, her or its duties hereunder. Each Equityholder agrees that such Equityholder’s pro rata
share of such reasonable out-of-pocket expenses may be distributed to the Equityholder Representative, on behalf of the
Equityholders, from the Equityholder Representative Escrow Amount at the request of the Equityholder Representative in
accordance with the Escrow Agreement, and, in the event such out-of-pocket costs and expenses exceed the amount remaining in
the Equityholder Representative Escrow Amount, the Equityholder Representative shall be entitled to recover such amounts from
the amounts otherwise distributable to or for the benefit of the Equityholder from the Escrow Amount only at the time of
distribution of such funds (and not distributed or distributable to a Parent Indemnified Party or subject to a pending indemnification
claim of a Parent Indemnified Party) in accordance with the Escrow Agreement. No provision of this Agreement or the Escrow
Agreement shall require the Equityholder Representative to expend or risk its own funds or otherwise incur any financial liability in
the exercise or performance of any of its powers, rights, duties or privileges under this Agreement or the Escrow Agreement. This
indemnification shall survive the termination of this Agreement or the Escrow Agreement.
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(u)    At any time during the term of the Escrow Agreement, a majority-in-interest of the Equityholders may, by written
consent, appoint a new representative as the Equityholder Representative. Notice together with a copy of the written consent
appointing such new representative and bearing the signatures of Equityholders of a majority-in-interest of those Equityholders
and, along with a consent in writing of such new representative to assume the obligations of Equityholder Representative and any
such other assignments, consents or waivers as reasonably requested by Parent or the Escrow Agent, must be delivered to Parent
and the Escrow Agent not less than ten days prior to such appointment. Such appointment will be effective upon the later of the
date indicated in the consent or the date such consent is received by Parent and the Escrow Agent. For the purposes of this Section
11.01, a “majority-in-interest of the Equityholders” shall mean Equityholders representing in the aggregate over 50% of the
percentage interests in the General Escrow Fund.

(v)    In the event that the Equityholder Representative becomes unable or unwilling to continue in his or its capacity as
Equityholder Representative, or if the Equityholder Representative resigns as a Equityholder Representative, a majority-in-interest
of the Equityholders may, by written consent, appoint a new representative as the Equityholder Representative. Notice and a copy
of the written consent appointing such new representative and bearing the signatures of the Equityholders of a majority-in-interest
of the Equityholders, along with a consent in writing of such new representative to assume the obligations of Equityholder
Representative and any such other assignments, consents or waivers as reasonably requested by Parent or the Escrow Agent, must
be delivered to Parent and the Escrow Agent. Such appointment will be effective upon the later of the date indicated in the consent
or the date such consent is received by Parent and the Escrow Agent.

(w)    From and after the Effective Time, Parent shall cause the Surviving Corporation to provide the Equityholder
Representative with reasonable access to the books, records, work papers, due diligence materials produced to Parent by the
Company, documents referenced in Article 9 that are delivered to the parties at the Closing and other requested information or
documentation about the Surviving Corporation and the reasonable assistance of the officers and employees of Parent and the
Surviving Corporation for the purposes of performing its duties and exercising its rights under this Agreement; provided, that the
Equityholder Representative shall treat confidentially any nonpublic information about the Surviving Corporation (except in
connection with the performance by the Equityholder Representative of its duties or the exercise of its rights under this
Agreement). The Equityholder Representative may disclose information obtained through the performance of its duties and
exercising its rights under this Agreement as required by law or to employees, advisors or consultants of the Equityholder
Representative and the Stockholders, in each case who have a need to know such information, provided that such persons are
bound
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by obligations of confidentiality to the Equityholder Representative of at least as high a standard as those imposed on the
Equityholder Representative hereunder. Parent and the Surviving Corporation further acknowledge and agree that the Equityholder
Representative may also discuss the facts and circumstances surrounding those matters set forth in Article 2 and Article 10 with
any former employee of the Company or the Surviving Corporation and such discussions shall not be deemed to be violations of
such former employee's confidentiality duties or obligations to the Company or the Surviving Corporation.

(x)    Certain Equityholders have concurrently herewith entered into a letter agreement with the Equityholder
Representative regarding direction to be provided to the Equityholder Representative. These directing Equityholders shall incur no
liability to the other Equityholders while acting in good faith or for any matter arising out of or in connection with the acceptance
or administration of their duties (it being understood that any act done or omitted pursuant to the advice of counsel shall be
conclusive evidence of such good faith), even if such act or omission constitutes negligence. This limitation of liability among the
Equityholders shall survive the termination of this Agreement or the Escrow Agreement.

ARTICLE 12     

TERMINATION

Section 12.01.    Termination. This Agreement may be terminated and the Merger may be abandoned at any time
prior to the Effective Time (notwithstanding any approval of this Agreement by the Stockholders):

(i)    by mutual written agreement of the Company and Parent;

(j)    by either the Company or Parent, if:

(i)    the Merger has not been consummated on or before December 29, 2012 (the “End Date”); provided that if
Parent elects to file the Registration Statement pursuant to Section 8.02(b) on or prior to December 29, 2012, then the End
Date shall be extended to January 31, 2013; provided further that the right to terminate this Agreement pursuant to this
Section 12.01(b)(i) shall not be available to any party whose breach of any provision of this Agreement results in the failure
of the Merger to be consummated by such time; or

(ii)    there shall be any Applicable Law that (1) makes consummation of the Merger illegal or otherwise
prohibited or (2) enjoins the Company or Parent from consummating the Merger and such enjoinment shall have become
final and nonappealable; or
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(k)    by Parent, if:

(i)    a breach of any representation or warranty or failure to perform any covenant or agreement on the part of the
Company or the Equityholder Representative set forth in this Agreement shall have occurred that would cause the condition
set forth in Section 9.02(a) not to be satisfied, and such condition is incapable of being satisfied by the End Date.

(l)    by the Company, if a breach of any representation or warranty or failure to perform any covenant or agreement on the
part of Parent or Merger Subsidiary set forth in this Agreement shall have occurred that would cause the condition set forth in
Section 9.03(a) not to be satisfied, and such condition is incapable of being satisfied by the End Date.

The party desiring to terminate this Agreement pursuant to this Section 12.01 (other than pursuant to Section 12.01(a)) shall
give notice of such termination to the other party.

Section 12.02.    Effect of Termination. If this Agreement is terminated pursuant to Section 12.01, this
Agreement shall become void and of no effect without liability of any party (or any stockholder, director, officer,
employee, agent, consultant or representative of such party) to the other party hereto; provided that, if such termination
shall result from the intentional (d) failure of either party to fulfill a condition to the performance of the obligations of
the other party or (ii) failure of either party to perform a covenant hereof, such party shall be fully liable for any and all
liabilities and damages incurred or suffered by the other party as a result of such failure. The provisions of this Section
12.02 and Section 8.07 (Confidentiality), Section 11.01(d) (Equityholder Representative), Section 11.01(h)
(Equityholder Representative), Section 12.03 (Settlement Obligation), 13.03 (Expenses), 13.07 (Successors and
Assigns), 13.05 (Governing Law), 13.06 (Jurisdiction) and 13.07 (Waiver of Jury Trial) shall survive any termination
hereof pursuant to Section 12.01.

Section 12.03.    Settlement Obligation. In the event that Parent terminates this Agreement pursuant to Section
12.01(b) or the Company terminates this Agreement pursuant to Section 12.01(d), then Parent agrees to enter into a
formal written settlement agreement, pursuant to the terms attached hereto in Exhibit D, providing for a complete
release of claims among all parties with respect to the Micro-Probe Case, and for filing a dismissal with prejudice of
such matter. Notwithstanding anything in Exhibit D to the contrary, such settlement shall not require that any payment
be
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made by the Company, any of its Subsidiaries or Mr. Browne to Parent (as long as this Agreement has not been
terminated pursuant to this Article 12), nor shall it require that any amount be deducted from the consideration payable
by Parent to the Company’s equityholders pursuant to the transactions contemplated by this Agreement.

ARTICLE 13     

MISCELLANEOUS

Section 13.01.    Notices. All notices, requests and other communications to any party hereunder shall be in
writing (including facsimile transmission) and shall be given as follows,

If to the Company, to:

Astria Semiconductor Holdings, Inc.    
627 River Oaks Parkway
San Jose, CA 95134
Attention: Mike Slessor
Email: MSlessor@MicroProbe.com

with a copy to

DLA Piper LLP (US)
2000 University Avenue
East Palo Alto, CA 94303
Attention: Craig M. Tighe
Facsimile No.: (650) 687-1202

if to the Equityholder Representative, to:

Fortis Advisors LLC 
Attn: Notice Department 
4225 Executive Square, Suite 1040 
La Jolla, CA 92037 
Telephone: (858) 227-9226 
Facsimile: (858) 408-1843

with a copy to

DLA Piper LLP (US)
2000 University Avenue
East Palo Alto, CA 94303
Attention: Craig M. Tighe
Facsimile No.: (650) 687-1201
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if to Parent or Merger Subsidiary, to:

FormFactor, Inc.
7005 Southfront Road
Livermore, CA 94551
Attention: SVP, General Counsel
Facsimile No.: (925) 290-4119

and

FormFactor, Inc.
7005 Southfront Road
Livermore, CA 94551
Attention: Chief Financial Officer
Facsimile No.: (925)-290-4033

with a copy to:

Davis Polk & Wardwell LLP
1600 El Camino Real
Menlo Park, CA 94025
Attention: William M. Kelly
Facsimile No.: (650) 752-2112

or to such other address or facsimile number as such party may hereafter specify for the purpose by notice to the other
parties hereto. All such notices, requests and other communications shall be deemed received on the date of receipt by the recipient
thereof if received prior to 5:00 p.m. on a business day in the place of receipt. Otherwise, any such notice, request or
communication shall be deemed to have been received on the next succeeding business day in the place of receipt.

Section 13.02.    Amendments and Waivers. 29. Any provision of this Agreement may be amended or waived if,
but only if, such amendment or waiver is in writing and is signed, in the case of an amendment, by each party to this
Agreement, or in the case of a waiver, by the party against whom the waiver is to be effective.

(i)    No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as a waiver
thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other
right, power or privilege. The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies
provided by Applicable Law.

Section 13.03.    Expenses. Except as otherwise provided
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herein, all costs and expenses incurred in connection with this Agreement shall be paid by the party incurring such cost
or expense.

Section 13.04.    Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to
the benefit of the parties hereto and their respective successors and assigns; provided that no party may assign, delegate
or otherwise transfer any of its rights or obligations under this Agreement without the consent of each other party
hereto; except that Parent or Merger Subsidiary may transfer or assign its rights and obligations under this Agreement,
in whole or from time to time in part, to (a) one or more of its Affiliates at any time and (b) after the Effective Time, to
any Person; provided that no such transfer or assignment shall relieve Parent or Merger Subsidiary of its obligations
hereunder or enlarge, alter or change any obligation of any other party hereto or due to Parent or Merger Subsidiary.

Section 13.05.    Governing Law. This Agreement shall be governed by and construed in accordance with the
law of the State of Delaware, without regard to the conflicts of law rules of such state.

Section 13.06.    Jurisdiction. The parties hereto agree that any suit, action or proceeding seeking to enforce any
provision of, or based on any matter arising out of or in connection with, this Agreement or the transactions
contemplated hereby (whether brought by any party or any of its Affiliates or against any party or any of its Affiliates)
shall be brought in the Delaware Chancery Court or, if such court shall not have jurisdiction, any federal court located
in the State of Delaware or other Delaware state court, and each of the parties hereby irrevocably consents to the
jurisdiction of such courts (and of the appropriate appellate courts therefrom) in any such suit, action or proceeding and
irrevocably waives, to the fullest extent permitted by law, any objection that it may now or hereafter have to the laying
of the venue of any such suit, action or proceeding in any such court or that any such suit, action or proceeding brought
in any such court has been brought in an inconvenient forum. Process in any such suit, action or proceeding may be
served on any party anywhere in the world, whether within or without the jurisdiction of any such court. Without
limiting the foregoing, each party agrees that service of process on such party as provided in Section 13.01 shall be
deemed effective service of process on such party.

Section 13.07.    WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY
WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR
RELATED TO THIS
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AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

Section 13.08.    Counterparts; Effectiveness; Third Party Beneficiaries. This Agreement may be signed in any
number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and hereto
were upon the same instrument. This Agreement shall become effective when each party hereto shall have received a
counterpart hereof signed by all of the other parties hereto. Until and unless each party has received a counterpart
hereof signed by the other party hereto, this Agreement shall have no effect and no party shall have any right or
obligation hereunder (whether by virtue of any other oral or written agreement or other communication). No provision
of this Agreement is intended to confer any rights, benefits, remedies, obligations, or liabilities hereunder upon any
Person other than the parties hereto and their respective successors and assigns.

Section 13.09.    Entire Agreement. This Agreement, the Support Agreement and the Escrow Agreement
constitute the entire agreement between the parties with respect to the subject matter of this Agreement, the Support
Agreement and the Escrow Agreement and supersede all prior agreements and understandings, both oral and written,
between the parties with respect to the subject matter of this Agreement, the Support Agreement and the Escrow
Agreement.

Section 13.10.    Severability. If any term, provision, covenant or restriction of this Agreement is held by a court
of competent jurisdiction or other Governmental Authority to be invalid, void or unenforceable, the remainder of the
terms, provisions, covenants and restrictions of this Agreement shall remain in full force and effect and shall in no way
be affected, impaired or invalidated so long as the economic or legal substance of the transactions contemplated hereby
is not affected in any manner materially adverse to any party. Upon such a determination, the parties shall negotiate in
good faith to modify this Agreement so as to effect the original intent of the parties as closely as possible in an
acceptable manner in order that the transactions contemplated hereby be consummated as originally contemplated to
the fullest extent possible.

Section 13.11.    Disclosure Schedule References. The parties hereto agree that any reference in a particular
Section of the Company Disclosure Schedule or the Parent Disclosure Schedule shall only be deemed to be an
exception to (or, as applicable, a disclosure for purposes of) (c) the representations and warranties (or covenants, as
applicable) of the relevant party that are contained in the
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corresponding Section of this Agreement and (ii) any other representations and warranties of such party that is
contained in this Agreement, but only if the relevance of that reference as an exception to (or a disclosure for purposes
of) such representations and warranties would be readily apparent to a reasonable Person who has read that reference
and such representations and warranties.

Section 13.12.    Specific Performance. The parties hereto agree that irreparable damage would occur if any
provision of this Agreement were not performed in accordance with the terms hereof and that the parties shall be
entitled to an injunction or injunctions to prevent breaches of this Agreement or to enforce specifically the performance
of the terms and provisions hereof in the courts set forth in Section 13.06, in addition to any other remedy to which
they are entitled at law or in equity.

Section 13.13.    Legal Representation. The parties acknowledge and agree, on their own behalf and on behalf of
their directors, officers, employees and affiliates that the Company is the client of DLA Piper LLP (US)("DLA Piper"),
and not of its Stockholders. After the Closing, DLA Piper may represent the Stockholders, the Equityholder
Representative and their repective Affiliates (individually and collectively the "Seller Group") in connection with the
transactions contemplated by this Agreement or the Escrow Agreement, and any claims made thereunder with respect
to the Indemnification Escrow Fund and any other claims for indemnification hereunder. Parent and the Company
agree that DLA Piper may represent the Seller Group after the Closing in connection with issues that may arise under
this Agreement or the Escrow Agreement, the administration of the Indemnification Escrow Fund and any claims that
made be made thereunder pursuant to this Agreement or the Escrow Agreement. DLA Piper may serve as counsel to all
or any portion of the Seller Group or any director, member, partner, officer, employee, representative or Affiliate of the
Seller Group in connection with any litigation, claim or obligation arising out of or relating to this Agreement, the
Escrow Agreement or the transactions contemplated by this Agreement or the Escrow Agreement. The parties consent
thereto, and waive any conflict of interest arising therefrom, and each party shall cause any Affiliate thereof to consent
to such waiver. The parties acknowledge that such consent and waiver is voluntary, that it has been carefully considered
and that they have consulted with counsel or that they have been advised that they should do so in connection with such
consent and waiver. 
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The waivers and consents contained in this Section 13.13 are conditioned upon Parent receiving at the Closing a signed
letter or other written assurance from DLA Piper that DLA Piper will not withhold or claim privilege with respect to
any Company records, files or other information of the Company in any suit, action or proceeding based on any matter
arising out of or in connection with this Agreement.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized
officers as of the day and year first above written.

ASTRIA SEMICONDUCTOR
HOLDINGS, INC.

By:  

 Name:  

 Title:  
   

FORMFACTOR, INC.

By:  

 Name:  

 Title:  
   

ELM ACQUISITION, INC.

By:  

 Name:  

 Title:  
   

FORTIS ADVISORS, LLC, as
Equityholder Representative

By:  

 Name:  

 Title:  
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